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A Why poor vulnerable countries (and also fragile countrigisa:
high overlapping

A Some numbersn financial flows to vulnerable countrideef for
vulnerable countries to achieve MDGad considerationsn trade
off and synergiesbetween differentflows (aid, remittances, FDI,
trade & domestic resources) (no numbers on MDGs for sake of
time)

A How: aid quality and differences in aid delivef§ragile versus non
fragile countries)yolatility matters: better little but stable than a
lot but unstable budget support or not? role of civil society;
problem still unsolvedtackling what has been identified as
missing in the MDG

A Conclusions and policy implications



Why poor vulnerable countries:

A They host darge and increasing number of pogeople:

A Onefifth (18.5%)2 ¥ 0 KS g2NI RQa 1
vulnerable/fragile countries in 2010i.e. about onethird of
0 KS ¢ 2 NJ460QilliorLdatdfNI2 billion,e prevalence
of poverty 20% in developing compared to 40%). Hence,

poverty Is increasingly concentrated in vulnerable countries
(Sumners2012).

A Around280million poor people are living in justfive
fragile states Nigeria, the Democratic Republic of Congo,
Bangladesh, Pakistan and Kenya.

A The share of the global poor living in Middle Income Fragile
States (MIFS) has increased-bld between 2005 and 2010
(ChandyL. andGertz G. 2011



Why poor vulnerable countries,

A Inequality is highand increasing;
A Vulnerable countries may be a source of instability and fragility.

A Despite a global decline in conflicts and povedyer the last

decade vulnerable countries still suffedisproportionatelyfrom
both.

A 2011 World Development Report reported thaio low-income
fragile or conflictaffected country had achieved a Millennium
Development Goal (MDGRBut, in 2013 the Global Monitoring
Report stated that things have changed: progress towards
gender parity, poverty reductioretc. (20 countries likely to
achieve some goals, 7 have achieved poverty reduction).



A With few exceptions, in the last decadmpst vulnerable countries have
also lost groundn terms ofeconomicgrowth compared to other
developing countriesind theimpact of growth on povertyaries across
countries and income groups

A But evenin countries with improved economic statisti¢se high level of
Inequality often masks the reality that large populations still live imgh
poverty.

A Angola Nigeria, Ethiopia and Rwanda have been among the fastest
growing countries of the past decade; rapid growth has allordola
and Nigeriao graduate to middleincome status.(But in Zimbabweer
capit? gross nationahcomehas dropped over 40%etween 2000 and
2010).

A Rapid urbanizatiofGMR 2013) inducing new challenges but alsown
fAFTS Aa oasSSYa Ko ao0SuUUS NEbanizaianz
hashelped reducing poverty and has increasagl éccess to services (i)
quality of services (healthcare, education, access to sanitation & safe
water)thea LINB YA dzYe Y2 UAJl uSa LJ22NJ U:



Why, 4

A Vulnerable/fragile countries have a vergoor human development
record, TheHuman Development Indehasvaried considerably with
very modest progresss a group

A Henceyvulnerable and fragile countries matter because they host
large and increasing number of poor people and have a poor hun
development record They alsainderwent a rapid urbanization
gAUOUK2dz a2t gAy3 OGKS OKIFffSy3as
problems of urban planning and infrastructures; living in a slum d
not give access to services); atstres (often) contribute to
environmental degradation.

A Reasonshat triggered interest in the firgblace havenot fadedaway.
A Increase ininequality can itself triggean increase irfragility.

A Very little progress in those that had been identified as causes of
vulnerability/fragility



Numbers: ODA

A Development ceoperation has been growing since 2000enefitting from
growing ODA from DAC donqgranacceleration in theengagement
(development, trade and investmendf emerging countriesand growth in
philanthropic giving(from both developed and developirgpuntries).

A Official development assistance (ODA) is the biggest finanaidlow. In 2010,
ODA to fragile statesepresented USD 50 billion, @8% of total ODA Between
2000 and 201(per capita ODA to fragile states grew by 46%, while it only grew
by 27% in noAragile states BULCONCENTRATI@Nvery high: In 2010, half
(49%) of total ODA to fragile states went to orlgecipients(out of 47 considered
fragile by OECD and WB): Afghanistan, Ethiopia, the Democratic Republic of
Congo, Haiti, the West Bank and Gaza, and Irag. Concentration is also an isst
the country levelCountries such as the Republic of Congo and Iraq depend on
one donor for over half their aidExcessive?). At the other extreme, the West
Bank and Gaza and Afghanistan suffer fronoaerabundance of small donors
making ceordination difficult.

A Heterogeneitybetween different situations makes it difficult to speak of
vulnerable/fragilecountries as a group.



Numbers: Cooperation from non DA

A Development ceoperation from nonDAC membersasalsoincreasedin
the past decadealong with growing trade and investmenButwith the
exception of China, most Non DAC members. (@rgzil India and South
Africa) have aegional focus to their engagement

A It might be noteworthy to say that theector composition of ODA in
vulnerable countries hashanged over the yearsvith growth in:
government and civil society; health; economic infrastructure and
services; and humanitarian aidHowever, at the aggregate level it is
difficult to determine whether these trends have been going in the
GNAIK(IE RANBOUAZY D

A Thisanalysis can only be done per country, based on contGH
HETEROGENEITY (of flows anttomes-Lis3.

A Note that aidremainsvery volatile eachvulnerable country hasad at
least one aid shock in the past 10 year$his is a big problen(for
efficiency).



Numbers: Remittances & FDI

A Remittances are thesecond largest source of external finance in
volume; their share has also increased over the past few years,
prowdmg critical support to many communitiefkemittances(which
are countercyclical) provideelatively more stable sources of income
than most other external flows, and transferring social values

A Net foreign direct investment (FDI) has also risen in volume over the
decade, but remains at about half the level of ODA and remittances.
Vulnerable countries tend taun large tradedeficits.

A Tradeand FDI are prayclical.FDI tend to be concentrateid a small
number of sectors, typically in extractivedustries (fragile).

A Vulnerable countriesare verycapitakpoor compared to other

RSOSE2LIAYy 3 Oz2dzyiNASa yR ySSR |
AYyOSadAay3Ie

A FDland trade carhelp reducing vulnerability (and fragility)creating
jobs and growth and enlarging the tax base, possibly in combination
other measures.



Numbers: Trade

A Trade is increasingly characterized by the emergence of global value
chains which encompass the geographically dispersed range of activiti
needed to bring a product from its conception to its end use and beyon

A Thishastwo consequences fovulnerable countrieson the one handit
allows industrialization at a much earlier stage of development as firms
choose to move fragments of their production chain to countries where
labor is cheaper or where other locational advantages confer a
competitive cost advantage on the whole global valakain(e.e
garment industry irHaiti, Collier2009).

A Onthe other handglobal value chains penalize countries that are poorly

connected to global markets due to natural barriers, pooifiynctioning
Institutions, or trade restrictions

A Amongthe 30 countries at the bottom of the 20I2o0ingBusiness list, 20
are fragileor vulnerable countries (WorlBank,2012).

A Aid for trade support can helghese countries to alleviateghese binding
constraints by reducing trade costs and promoting linkage to regional a
global value chains.



Numbers urbanization

less than 25 % of the rural population has access to sanitatkato (or
more) of the urban population

A Extreme cases, in 2010: differentials of 70% in access to safe water
Ethiopia, Niger, Gambia, and Sierra Leone (the average differential i
developing countries is around 15 percent)

A But alsoinadequate infrastructures (& rapid depletion) in cities

A Rapid growth of cities without new infrastructures will worsen
situation

A In slums no safe water, no sanitation, rsewage
Infant mortality rates arehigher in Ruraby:

A 8-9 percentage points in Latin America, Eastern Europe and Central
Asia;

A 10-16 percentage points in MENA, South Asia and Saharan
Africa;

A 21 percentage points in Easfisia



Prospects are gloomy:

A Lisa: vulnerable versus fragile countri@se long trend of growth
In ODA tovulnerable countries it serious risk given the current
fiscalstress(negativeimpact on aidoudgets)in OECD countriesn
2011 ODA fel-2.7% in real terms, excluding debt relief), breakin
a long trend of annual increases (OECD, 2012b)

A Halfof fragile states are expected to see a dropdit between
2012 and 2015Thisfall is likely to occur at the same time as
poverty is becoming increasingly concentrated in fragsi@ates
and makes more difficult progress towarMDGsand urbanization
continues.

A Still largescope for leveraging ODA and remittances to increase
private sector inflows (and this should be a priority in policy)
Funds are key for progress in MDGs.



[Domestic resources and positive

spillovers:

A Severalvulnerable countries armakingprogress in lessening their
dependence on aid by reforming their tax administration and policies

A Butare still far from realizing their tax potentialespecially those
(fragile) withabundant natural resourcesA growingnumberis initiating
policy reforms to get a better deal from their extractiveadustries

A Tradeoff and synergiedetween different flowsAid critics have long
arguedthatr AR YIF & dzy RSNXYAYS | O2dzyidN
revenues(particularly important for fragile contexts)Similarly, debates
continue about whether aid creates adverses d#AR@ & Sdffecs én
the manufacturing and export sectorandwhether aid agencies pull
some of the most educated local workforce out of the productive
sectors or partner governments, contributing tiorain drain

A Butwithout resources it is very difficult to achieve any improvement
towards MDGs or SDGs



How: ODA delivery in vulnerable

countries

A There arenotable differences in how ODA delivered

A In nonfragile countries, half of ODA is delivered through tpeblic
sector(i.e. the |mplement|ng partner is either the donor government,
the recipient government oc in the case of delegated auperationg a
third country government)only 12% is disbursed through multilateral
organizations

A In fragile states, an average of 21% of ODA is deliveredugh
multilateral channels and 34% through the pubbkector (humanitarian
and delivered by UNigencies) There is onlya modest difference in the
non-governmentalorganization channebetween fragile and non
fragile countries( this Is perhaps surpriging given the central role playe
by NGOs in fragile state€).K S a b S identBies [fife€
peacebuilding andstate-building goals.

A The quality of aid to fragile states should be gauged using the
principles of ownership, alignment and harmonization, as defined by
the Paris Declaration on Aid Effectiveness.




How: tackling what was missing from MDG

A non exhaustive ex post list includes:

A (Goals on) sustainable Developme(8DGSs)
and climate change

A Inequality, vulnerability and exclusion;

A Jobless growth and growth with low quality
employment;

A Migration related targets (and urbanization)
iIncreasing global populatign

A Tackling poverty in middléncome countries;
A Security, conflicts, fragile states related issues




Summing up:

Thepoverty picture is changinfrom poor people in poor countries (73% of the
g 2 NI R Grdow-dri@ogheNdountries in 2005) tgoor people in middleincome
countrieso c 'z 2 F UKS @62NX RQa LJ2 2 Nagley H N
Global poor increasingly concentrated in vulnerable countries: oyer half of the
G2NX RQa LI22NJ gAff LINRPOL O0f &updrdn abotdzy
20% in2005 =) Changes in policydifference between poverty and
GLISNOSAYDSR LIR2YSNIéeég Yreée FTFFSOG 2dzi

Demographidrends: In mostvulnerable countries th&5-34 age group makes
up more than onehird of the population; this proportion is expected to remain
steady (decreasingnarkedly in most nofragile a 0 I U SavPodaA AS.
issue.! £ &2 NJ LIAR !diNDIVEA T YFIGaA128 YR AGTF F SNB Y
situations (slums): the average does not tell the whole story

A International assistancecannotd S & 0 dza A Y& Ahere is theeddiodzl €

GR2 UUKAYy3a RATFTFSNBYyUf & dE

Similargoalse.g MDGsMDGs plus SDG=c, but vulnerable countries and
problems requirea different approach with (even) greater care



YSI YVOKAf SXOPRSOSTE 2

and MDGs are changino

A Develoging-ancenergingeeconcmies haveddeendiiving
global growitih (shift of power)

A Diversification «factossjrinstinmaents ahdedielivery
mechatiisms.

A New saureesofldevelopmertidinanace

A Receiving countricare more antmote/viiperalle,
mainly low-income antifrteansistaies

A Transtormmationsiinttheppovertyrmapnd new forces on
the supply side of development finance aieallenging
the international development architecture

A New institutions, business models and practices are
challenginglongSaul 60t AaKSR WL AR A



Development cooperation and MDGs are

changing, 2

A Demantlsside many vulnerable countries are seeking
to reduce Attddependengyor aregraduating tio
middle-income status (do have lesseed for aid?).

A Supglyssidegrowth of non-DACaaidhadd piilenthrepy
VSO YZ2RSTt ato-l22FNRAVZIS NBRGA Y I (
Impact investment E—)p challenges for the
dominance of OEGCDAC donors.

A DACddonessrinereasinglyndadergpressuogustify their
AR &aLISYRAY 3 I vaN@fozEhdheyNS &
The issue of efficiency

A MDGs are changing. Are vulnerable countries now
taken into accountNot enough



Conclusionsl

A Focus should be more on:
I What dimension of vulnerability matters most ;
I how different dimensions interrelate;

I what are the channels of transmission; and what
are the ways out?

A Aninaccurate understanding of vulnerability
may cause cases of genuine fragility to be
overlooked.



How totackle these ®w concerns: the need for

Innovative policies

Aas5Da IINBE GalLl Al ftfte o0fAYyRES 0
the urbanrural divide exists and affects MDG indicators;

A Heterogeneityis not only between countries (continents) but also
within countries (higher probability of social unrest)

Hence

A a better provision of basic services (safe water, sanitation,
education, healthcare) in rural areas, ganning for land use and
basic services at all stages of urbanizatiare essential

A There is a need for a longrm horizon in policy makingin a
moment where cuts in budgets, uncertainty etc seem to shorten t
horizon)



ERD 2009 suggested 5 key priorities

A Support state - building and social cohesion
(some progress).

A Overcome the divide between short -term needs
and long -term resilience (not much).

A Enhance human and social capital (to be
Improved).

A Support better regional governance, including
regional integration processes (some progress)

A Promote security and development

Three years down the road, and in the new MDG
discussion, these suggestions are still valid
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