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ABSTRACT

In early 2008, the new U.S. administration indicated willingness to lead a renewed effort to mobilize
and channel development assistance to support education in developing countries. As a candidate,
President Obama publicly stated his desire for the United States to make a significant commitment to
education and promised to capitalize a $2 billion global education fund. The commitment to global
education was restated by Secretary of State Hillary Clinton and by Congresswoman Nita Lowey in
her capacity as Chair of the Foreign Operations Appropriations Committee.

The action since then? Disappointing. The high-level U.S. political commitment has eroded, partly
because of a lack of clear vision in the education community on how best to use potential support. This
paper argues that we cannot continue with business as usual in the face of the vast financing needs in
the sector. The current funding arrangements have demonstrated limitations, and many believe that a
new aid architecture is needed to ensure that any new funding would be used for the right programs in
the right countries and yield the right results. In this paper, | describe the framework for a better “global
education compact” between donor and recipient nations, and four possible arrangements to mobilize
and allocate development assistance for education. | highlight the advantages and disadvantages of
these options—all with the motivation of informing decisions that must be taken by the United States
and other G-20 countries if donor commitments are to be met.

The Center for Global Development is an independent, nonprofit policy research organization that is
dedicated to reducing global poverty and inequality and to making globalization work for the poor. This
paper was made possible by financial support from the William and Flora Hewlett Foundation.

Use and dissemination of this essay is encouraged; however, reproduced copies may not be used for
commercial purposes. Further usage is permitted under the terms of the Creative Commons License. The
views expressed in this paper are those of the author and should not be attributed to the board of directors or
funders of the Center for Global Development.
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succeeded in securing provisional commitments from its existing donors of approximately $300
to 400 million per year over the next three years.*

The main disadvantage of this option is that it does not offer a politically attractive “fresh start”
and is therefore unlikely to secure high-level political support or bring significant new donors
into the partnership. The continuing lack of independence from the World Bank may also prove a
deterrent to new donors and private sector organizations that might otherwise be drawn into the
partnership.

The other disadvantage of this option is that it misses the opportunity to re-launch the FTI in a
new, more accessible form that is likely to win public support. The FTI1 “brand” has achieved
only limited public awareness and much of the FTI discussion continues to be dominated by a
relatively small group of mid-level technical insiders. The FT1 has also been weakened in recent
years by reputational damage caused by the significant delays in the disbursement of its Catalytic
Fund and the limited use of the Education Program Development Fund beyond the World Bank.
An incremental approach to reform may not be sufficient to restore confidence in the ability of
the initiative to make a lasting contribution to the global education endeavor.

Option 2. Transform the FTI into a more ambitious global education initiative that is
independent of the World Bank and implement substantial operational reforms to resolve
the problems identified by the mid-term evaluation.

The second option would require a transformation to create a new FT1 with an enlarged and
independent Secretariat that was better equipped to respond to the demands of an expanded
global program, including the large-population countries,* and with changes to the financial
management arrangements to enable the FT1 to provide more flexible support including for
fragile states and conflict-affected countries.®

Establishing the FT1 as a separate independent legal entity would require more effort and it may
meet resistance from some partners with an interest in maintaining the status quo. However, it
could also bring significant benefits by introducing greater flexibility and responsiveness to the
needs of recipient countries. It would also increase efficiency by removing several of the
conflicts of interest that were identified by the evaluation resulting from the multiple
responsibilities of the World Bank.**

The main objective of establishing an independent FT1 would be to provide greater flexibility by
allowing the FT1 Board to select the agency best suited to deliver FTI support in any given
country. This could include international and national NGOs, UN agencies, and other bilateral

*L FTI, “Proposal on Replenishment of the Education for All Fast Track Initiative,” Replenishment Task Team Report
May 2009 (http://www.education-fast-

track.org/media/library/Replenishment Task Team Report May 2009.pdf), and subsequent updates.

2 Ethiopia is currently the only large-population FTI country. As a whole, FTI countries include approximately 20
percent of the total primary-aged out-of-school population.

3 Annex 1 contains detailed proposals on improving FTI financial management arrangements to make it more
flexible and more accountable.

** ETI Mid-term Evaluation Report

14


http://www.education-fast-track.org/media/library/Replenishment_Task_Team_Report_May_2009.pdf
http://www.education-fast-track.org/media/library/Replenishment_Task_Team_Report_May_2009.pdf

donor agencies in “silent partnership” arrangements. It is likely that the World Bank would
continue to be the supervising entity in a significant number of countries but it would no longer
be the default choice. An independent FT1 would be better placed to select the most appropriate
member of the local education group to take on the responsibility of delivering FTI support in an
effective, transparent, and accountable manner.*®

The second significant benefit of an independent FT1 would be the creation of a clear and
separate identity for the initiative in order to remove the confusion at the country level between
the FT1 and other education programs managed by the World Bank.* This separate identity
would also help resource mobilization efforts as some donors (particularly from the private
sector) will be more attracted to an independent entity. This move would also reduce the risk of
internal tensions within the World Bank which are likely to result in 2010 as the Bank scales up
efforts to raise funds for its own IDA programs.

Finally, an independent FT1 is likely to be more attractive to new donors and private-sector
foundations that may otherwise be reluctant to transfer finances to a large multilateral
organization over which they have limited control. The evidence for this comes from the notable
success of the Global Fund to Fight AIDS, TB and Malaria in attracting new financing from
major foundations and a wide range of private-sector organizations.

The risk of creating an independent FT1 is that the World Bank would reduce its involvement
and the program would lose access to the organization’s expertise in education financing and
system reform. This is not an inconsiderable risk and efforts would need to be made during the
design phase to ensure that there is a continuing strong role for the Bank qua Bank within the
FTI partnership. This may also require interventions in the World Bank board to give a clear
direction on the expectations for Bank staff to provide technical support even if they are not
directly responsible for managing FTI finances.

Additional costs would result from establishing a separate FT1 secretariat with the necessary
financial management, communications, monitoring, and evaluation expertise.®” These costs
could be limited by continuing to rely on the education expertise in other bilateral, multilateral
and UN agencies such as UNESCO and UNICEF and thereby keep to a minimum the number of
additional technical staff required in the new secretariat.

Beyond the changes to the Secretariat, the establishment of an independent FT1 would require a
revision of the existing governance arrangements to make them more open and inclusive. The
recent reform of the FT1 Steering Committee (now called Board of Directors) increased the
number of donor members and multilateral organizations without increasing the number of
representatives from developing-country governments and civil society. The creation of a new

*Itis possible for the FTI to choose an alternative supervising entity under the current arrangements for the
Catalytic Fund. However, to date the Bank has agreed to the use of an alternative supervising entity in only one
country (Zambia).

% This was identified as a problem by the members of several local donor groups in the evaluation country case
studies.

%" Currently, the FTI Secretariat has approximately 15 staff and an annual operating budget of around $3 million
peryear. .
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independent FT1 would provide an opportunity to redress this imbalance by broadening the
membership of the board to include a wider range of stakeholders and also significantly raise the
level of lead participation to match the increased scale and ambition of the program.

Option 3. Establish a new Global Fund for Education modeled on the Global Fund to Fight
AIDS, TB and Malaria.

Several stakeholders have called for the establishment of a new Global Fund for Education
which builds on the FT1 but puts in place a new institutional arrangement to address the concerns
raised about the current management and fill the gaps not covered by the FTI.

Gene Sperling made a case for a global education fund to raise the overall level of ambition
within the sector.®® Sperling argued for special attention to be given to the needs of education
programs in-conflict affected countries. The global education fund proposal has been given
additional momentum by the publically stated support of President Obama, Secretary of State
Hillary Clinton, and members of the U.S. Congress. The details and level of financial
commitments and the balance between bilateral, multilateral, and multi-donor channels within a
U.S.-led global education initiative remain the subject of considerable debate.*® At the
international level, this proposal has been supported by global leaders such as Archbishop
Desmond Tutu, Mary Robinson, and Muhammad Yunus.* Oxfam’s recently published
assessment of the FT1 also concluded that a Global Education Fund was needed to address the
shortcomings identified by the evaluation.**

In the health sector, global programs such as the Global Fund and the GAVI Alliance have
undoubtedly contributed to raising the global profile of health crises and securing significant new
resources. Since its creation in 2002, the Global Fund has become the main source of finance for
programs to address AIDS, tuberculosis, and malaria, with approved funding of US$ 15.6 billion
for more than 572 programs in 140 countries. It provides a quarter of all international financing
for AIDS globally, two-thirds for TB, and three-quarters for malaria. For its part, GAVI seeks to
raise $4 billion over 10 years through the International Financing Facility for Immunization
(IFFim) to provide long-term predictable financing to support immunization programs in
developing countries.

If this option is chosen it will be important to learn the lessons from the early years of the Global
Fund, particularly with respect to the challenges of integrating support into existing sector
programs and avoiding fragmentation at the country level (see box 4). This has been especially
problematic in the health sector, where global programs have focused on disease-related
interventions without initially paying due attention to local priorities and to the broader systemic

*® Gene Sperling, "A Global Education Fund.”

** David Gartner, “A Global Fund for Education: Achieving Education for All,” Brookings Policy Brief #169 (Brookings
Institution, 2009), http://www.brookings.edu/papers/2009/08 education gartner.aspx.

¥ see for example the letter to the G-8 from Archbishop Desmond Tutu, Muhammad Yunus, and Mary Robinson
calling for the establishment of a Global Fund for Education, available at
http://www.results.org/uploads/files/Global Fund for Education Letter to G8.pdf.

* Katie Malouf, “Resourcing Global Education: How reform of the Fast Track Initiative should lead to a Global Fund
for Education,” Oxfam Research Report, January 19, 2010 (Oxfam International),
http://www.oxfam.org.uk/resources/policy/education/downloads/rr_resourcing global education 180110.pdf.
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BOX5: LEARNING FROM GLOBAL HEALTH

1. Take proactive measures to strengthen and use national systems issues right from the start. The
Global Fund, GAVI, and other global health programs were criticized in their early years for causing
fragmentation in the health sector by focusing on disease-related outcomes and not strengthening the
health systems that were needed to support effective interventions. The health sector has recently
attempted to address these issues through interventions such as IHP+ and a systems window in GAVI.
The education sector and the FT1 has promoted a sector-wide approach to deal with systemic issues such
recruiting and training teachers and improving local management of schools. The new global education
compact should retain this approach wherever possible.

2. Build an open and inclusive governance structure that includes private-sector and NGO partners
as well as representatives of the recipient countries with equal rights to shape policy. This has been
one of the strengths of Global Fund and GAVI and has been a key factor in establishing a wide base of
support both in terms of finance and expertise. The Global Fund gives equal voting rights to all of its
constituencies including representatives of groups of people affected by the diseases.

3. Promote innovation and creativity to find new solutions to old problems. GAVI has been
particularly successful in developing innovative approaches to raising finance for its immunization
programs. These have included the International Financing Facility for Immunization—a global bond
guaranteed by ten year commitments from donors which aims to raise up to $4 billion on the international
finance markets—and the Advanced Market Commitment scheme which aims to use donor funds to
provide pharmaceutical companies a guaranteed future market for new products to encourage them to
increase their investment in research and development.

4. Pay for results to improve performance. This is a key feature of the Global Fund and GAVI.
Countries receive additional payments in return for verified improvements in results against an agreed
benchmark in the funding proposal. The Global Fund has recently introduced a streamlined process for
second- and third- phase funding as long as countries achieve satisfactory results in the first phase. This
approach strengthens the accountability of recipients to a funding agency and of the funding agency to its
donors.

5. Use multiple channels of finance to increase reach and manage risk of failing governments. The
global health funds have the flexibility to channel their finances through non-government as well as
government agencies. This widens the range of potential implementing agencies thereby increasing
absorptive and disbursement capacity. The Global Fund uses a local Country Coordinating Mechanism to
promote cohesion between government and non-government implementing agencies. The Global Fund
also uses local private-sector finance firms to assist with the monitoring of funds.

Several global health programs have been successful in mobilizing substantial new resources for the
sector. Innovations in financing for life saving, disease specific interventions have had a popular appeal to
voters and tax payers in donor countries more than wider appeals for support to less well defined UN and
multilateral agencies. There are however big disparities between programs and it seems that the ones with
a clear focus on outcomes and a strong human rights message have been the most successful. However,
the global health programs 'grew up' during a period of rapid growth in overall aid and this may not be
replicable in the current financial circumstances. Nonetheless, the appeal of a global education initiative
with a clear message on results, a drive for innovation, and a focus on the right of every child to a decent
education has a good chance to appeal to existing and new donor countries with a history of investing in
education for growth in their own countries.
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requirements. This is not likely to be such a challenge in the education sector, which has
relatively well-established sector-planning mechanisms already in place in most countries. This
should put the sector in a strong position to support the integration of support from the global
initiative as long as the delivery mechanisms are designed to promote alignment with existing
systems.

A Global Fund for Education is likely to be the most politically attractive option to new donors
and private-sector partners not currently involved in the FTI as it offers a marketable ‘new
brand’ and an ambitious vision for change. The energy generated by a high-level political drive
to establish a new initiative could also be used to create space for innovation and creativity on
new approaches to improving learning and other groundbreaking measures to accelerate progress
in the sector.

Finally, a new Global Fund for Education (GFE) could be structured to provide high-quality
technical assistance to support local capacity development and provide impartial technical advice
to government and local donor groups which was untied to finance or any particular national
agency. A new GFE could be structured to provide additional support to local government
agencies either through in-house expertise or through framework agreements with external
agencies. This support should be provided in response to demand from the countries and should
be available over an extended time frame (say up to 10 years) in order to make a lasting
contribution to institutional capacity building. The GFE could also be structured to provide on-
call support in specialist areas which could not be covered by the local donor group thereby
addressing concerns raised by several donor agencies of a trend of falling in-house technical
capacity to support the policy dialogue at the country level.

The main risk of this option is the considerable political effort that would be required to create a
new global education institution. This will be particularly difficult—though not impossible—in
the current economic climate. The new Global Fund for Education would also face competition
for resources from other sectors with an equally strong case for increasing investment and
resistance from some development theorists that are opposed in principle to the earmarking of
aid to any one sector. There will also be concerns that a new organization would duplicate and
overlap with the mandate of existing institutions such as UNESCO, UNICEF, and the World
Bank.

It is unlikely that the Global Fund for Education could co-exist with the FTI; there would need to
be a “friendly merger or acquisition” to avoid duplication or unproductive competition for
support from the same donors to achieve the same objectives. This could be done in such a way
as to emphasize the continuity with FT1 and could be part of the response to the concerns raised
by the evaluation. This will be particularly important for donors that have been closely involved
with the FTI for many years and remain cautious about the Global Fund for Education proposal.
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Option 4. Establish a Global Education Financing Facility as a virtual fund modeled on the
financial coordination mechanisms in the climate change and food security sectors.*

Several sectors have opted in recent years to establish a financing facility rather than create a
new global fund to address the needs in their areas. The financing facility typically involves
establishing a virtual fund comprising multiple sources of funding using a range of delivery
mechanisms according to the preference of the donor organization and the recipient country. This
option has the advantage of avoiding the costs of setting up a new organization and it also has the
potential to leverage increased resources through the existing channels. The intended value

added by the virtual fund is that it promotes better collaboration across organizations, reduces
overlap, and improves overall effectiveness.

The virtual fund approach was an important part of the original concept of the FTI. The intention
was that the first choice of support for education plans in FTI countries should be an increase in
bilateral and multilateral education country programs.* The Catalytic Fund was intended to act
as “bridging finance” in countries that had only a limited number of donors. In reality, the
evaluation has found little evidence of the FTI’s success in mobilizing additional resources.
Instead, the main focus has been on the Catalytic Fund, which appears in some cases to have
actually crowded out other financing for basic education.

The key change that would be required to make the virtual fund option work effectively would
be to establish an independent entity with the capacity to monitor all financing for the education
sector and the mandate to publish annually the extent to which donors are delivering on their
commitments. The Global Education Financing Facility would depend on peer pressure and
mutual accountability rather than legal sanctions, but the operations of the OECD-DAC at the
macro level has demonstrated that this approach can have a significant positive impact on donor
behavior.

The financing facility could be smaller and less technically oriented than a full global fund, but it
would need to be fully independent to ensure that its reports were accepted as impartial. In order
to avoid conflict of interest, the entity should not be involved in the management of the Catalytic
Fund or other major sources of program finances. It could instead be given a mandate (as with
the GAVI fund and IFFim) to promote innovative approaches to financing for education and to
act as a “venture capital” fund to stimulate creativity and risk taking.

The main advantage of the financing facility approach is that it can improve the quality of all aid
to education rather than just focusing on a single channel. However, the difficulty of achieving
this should not be underestimated. There is a significant risk that the virtual fund is never
converted into real finance. Data on the delivery of all commitments will need to be collected by
an independent body and given high prominence in DAC and UNESCO Education for All
Global Monitoring Reports. Where necessary, donors and multilateral banks should be named
and shamed for failing to deliver their commitments, and the focus of reporting should be on

* See for example IFAD, “High-Level Task Force on the Global Food Security Crisis,” Report to the IFAD Executive
Board (2009), http://www.ifad.org/gbdocs/eb/97/e/EB-2009-97-R-38.pdf.

** Education for All-Fast Track Initiative, “Framework” (2004),
http://www.educationfasttrack.org/media/library/FrameworkNOV04.pdf.
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quality of aid as well as on the quantity. In this way, a Global Education Financing Facility could
make a significant contribution to improving the delivery of finance across the sector.

MOVE AHEAD OR SLIP BEHIND

Successfully strengthening the global education compact will require a significant investment of
political will and a considerable effort to mobilize the additional finance. This will be doubly
difficult in the current fiscal environment and in the face of competition from other urgent
development priorities such as climate change and food security. It will be essential to consider
carefully the costs and potential benefits of any changes to the existing international aid
architecture in education before launching a process that will consume time and effort that could
be better used elsewhere.

One commentator on the consultation draft of this paper expressed two prior conditions for any
attempt at major change: The change must increase the likelihood of more finance for education.
And it must improve the effective use of that finance to achieve better results.**

This paper has presented four options for strengthening the global education compact, ranging
from the conservative option of supporting the ongoing reform of the FT1 to the more radical
options of transforming the FT1 into an independent and separate entity, or even establishing a
new global fund for education or an equivalent virtual financing facility. The recently published
mid-term evaluation of the FT1 and the 2010 Global Monitoring Report have both identified
several serious failings in this important global initiative, which might lead to the choice of the
more radical options. Within the international community, consensus is growing about the need
for substantial and transformative change both within and outside the FTI partnership.

The 2010 Global Monitoring Report sets out very clearly the dangers of failing to act. Education
systems in developing countries have been hit by the double jeopardy of the financial crisis and
the food crisis. Families in the poorest communities are having to choose between sending their
children to school or saving the money for the next meal. The risk is that unless there are major
reforms to the global education architecture and substantial increases in financial support to
mitigate the impacts of these crises on the education sector, the fragile gains of the past decade
will be lost and another generation of children will be consigned to a lifetime of exclusion. It lies
within the power of decision-makers in the international development community to take steps to
make sure this does not happen.

* peter Colenso, Head of Human Development, DFID, during the ODI Consultation meeting, October 2009.
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Annex 1: Towards a new and better FTI.

The following recommendations suggest changes in the management arrangements for the FT1
and measures to improve the overall monitoring of bilateral and multilateral support that would
transform the initiative into a more effective multilateral channel for increasing aid to education.

A. Recommendations for improving the operational effectiveness of the FT1 Catalytic
Fund.

A.1 Make the Catalytic Fund (or its successor) more independent of the World Bank. Bring the
legal agreements for the trust funds into line with other global funds by requesting the World
Bank to act as trustee and financial intermediary but not necessarily the managing agent for all
FT1 funds. The choice of supervising entity should be determined by the FTI Board in response
to the recommendation from the local education group.

A.2 Streamline the governance of the FTI trust funds by merging the functions of the Catalytic
Fund Committee and the Education Program Development Fund Committee into the FT1 Board.
The Board would be responsible for overseeing the implementation of the FTI trust funds to
ensure that they are being in used in line with FT1 principles. The Board may delegate
responsibility for detailed monitoring to a Finance Committee comprising representatives from
donor and recipient countries.

A.3 Increase the predictability of financing from the Catalytic Fund by making three-year
commitments to recipient countries plus a three-year extension, subject to satisfactory
performance. Excess liquidity in the holding fund should be reduced by requesting binding
pledges from donors in the form of promissory notes which can be called on as and when
required.®

A.4 Ensure full dissemination and implementation of the Catalytic Fund Modalities Guidelines
to ensure that Catalytic Fund support is delivered through the most aligned modality. The funds
should be delivered through sector budget or pooled fund support for a sector-wide program
wherever possible. The local education group should be required to justify the use of a project
modality that does not use local financial management systems and indicate what measures are
being taken to strengthen them for future use.*

A.5 Provide effective and independent support to the local education group in the preparation
and implementation of FTI supported operations. This support could be provided by the
Secretariat or an externally contracted agency. It may include providing additional technical
assistance for the local education group in areas such as financial management and aid
effectiveness where required. The Secretariat should also have the authority to directly contract

** The promissory note system is used successfully with IDA to minimize excess liquidity in that fund.
*® This recommendation is in line with the commitments made by all donors and multilateral agencies in the Accra
Agenda for Action on the Paris Declaration (OECD, 2009).
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an independent local funding agent to ensure adequate fiduciary supervision at the country level.
This recommendation will require additional financial and human resources for the Secretariat.

B. Recommendations for improving the monitoring of all bilateral and multilateral aid in
FTl-endorsed countries.

B1. Improve the monitoring of all bilateral and multilateral aid for education in FTI countries
through the establishment of an independent legal entity with the mandate to provide
independent annual reporting on the performance all external financiers in the sector. The
monitoring should be conducted in collaboration with the EFA Global Monitoring Report and
the OECD-DAC Secretariat and should include reporting on aid effectiveness indicators as well
as the delivery of pledged increases in aid for education.

B2. Strengthen the link between the Catalytic Fund allocation and other aid commitments to
education in FTI countries. All donors and multilateral agencies should be required to submit
their commitments to support the education sector as part of the application for Catalytic Fund
support. The lead donor and supervising entities (if a donor agency) should be required to match
the FT1 allocation to reduce the risk of the Catalytic Fund crowding out other financing for the
sector.

B3. Introduce a system of accreditation for all aid for the education sector in FT1 countries. Only
aid that is delivered in line with the principles of the Paris Declaration on Aid Effectiveness
would be counted as contributing to the financing gap in the endorsed education-sector plan.
This is likely to be a controversial proposal, but it could catalyse very significant change in
donor behaviour. It would therefore need to be championed by the FT1 leading donors such as
the UK and other EU donor countries for whom the Paris Declaration is a strong policy guide.

B4. Improve the use of the Education Programme Development Fund (or its successor) so that it
is used by a wider range of agencies to strengthen the capacity of the local government to design,
implement and monitor the strategic plans for the education sector. A window of the Fund should
also be set aside to support regional and sub-regional interventions to generate and share
knowledge as this is currently seriously underfunded as a result of the country-based model.
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