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Department for International Development

The Department for International Development (DFID) is the UK Government department responsible for
promoting sustainable development and reducing poverty. The central focus of the Government's policy, based
on the 1997 and 2000 White Papers on International Development, is a commitment to the internationally

agreed Millennium Development Goals (MDGs), to be achieved by 2015. These seek to:

e FEradicate extreme poverty and hunger

® Achieve universal primary education

® Promote gender equality and empower women
e Reduce child mortality

® [mprove maternal health

e Combat HIV/AIDS, malaria and other diseases
e Ensure environmental sustainability

® Develop a global partnership for development

DFID's assistance is concentrated in the poorest countries of sub-Saharan Africa and Asia, but also contributes
to poverty reduction and sustainable development in middle-income countries, including those in the Middle

East, Latin America and Eastern Europe.

DFID works in partnership with governments committed to the Millennium Development Goals, with civil society,
the private sector and the research community. It also works with multilateral institutions, including the World

Bank, United Nations agencies, and the European Commission.

DFID has headquarters in London and East Kilbride, offices in many developing countries, and staff based in

British Embassies and High Commissions around the world.

WHAT ARE REGIONAL ASSISTANCE PLANS?

Regional Assistance Plans set out the broad framework for how DFID aims to contribute to the
achievement of the Millennium Development Goals in a specific region of the world. Regional Assistance
Plans focus on areas where DFID has smaller country programmes and where those countries are close
geographically and face similar development challenges. They explain how DFID will work more
effectively with a range of partners (at the national, regional and multilateral levels), building on
experience from our bilateral country programmes, to address economic, political and social challenges
that inhibit poverty reduction. Regional Assistance Plans will be available electronically at
www.dfid.gov.uk. Major reviews of Regional Assistance Plans, leading to new printed documents, are
expected to be undertaken every three to four years, in line with Country Assistance Plans.
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Summary

The Middle East and North Africa (MENA) region is
diverse, covering over 20 countries from the Western
Sahara to Iran. But common cultural characteristics
(Arabic, Islam) and development challenges (conflict,
institutional problems, economic stagnation and
unemployment) help define a regional development
strategy which is sensitive to country circumstances yet
reflects their regional context. Although there is a long
history of aspirations to pan-Arab unity, the region has
not developed effective regional institutions to address

common challenges.

While there has been good development progress over
the last thirty years and the region is now mostly middle
income, there are still significant numbers of people
living in poverty, and many social indicators remain
unsatisfactory. Pressures from conflict, population
growth, shortage of natural resources and slow
integration into the global economy create a danger of
progress stagnating or being reversed. This situation
is due largely to the failure or inability of most
governments in the region to take forward the
economic, political and social reforms needed to ensure
continuing economic growth, job creation, more
equitable income distribution, and better access to
services for all their people. Much is known about what
needs to be done and the long-term benefits reform
would bring. But change is retarded by political
sensitivity about volatile reactions from those who
might lose out. Change is likely to deepen and accelerate
if the right incentive framework is in place for key
decision-makers. Foreign donors can contribute to this.
The greatest risks to further progress are from
continuing conflict, caused by stalling of the Middle
East Peace Process, and/or failure to restore stable and

accountable government quickly to Iraq.

DFID's global development policies point to the need

to focus on reducing poverty and conflict, and on
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increasing the impact of key multilateral donors,
particularly the European Commission (EC), on the
achievement of the Millennium Development Goals
(MDGs). Wider UK policy includes the importance of
supporting the Middle East Peace Process, sustainable
reconstruction in Irag, and nationally led political and
economic reform across the Arab world. The region is
overaided, in that it receives substantially more aid per
poor person than sub-Saharan Africa and South Asia.
There is little consensus on how best that aid should be
used. The EC (including the EIB), the World Bank, the
USA and France are major donors. There are significant

flows from Gulf countries and the Arab Funds.

DFID's previous involvement in the region has been
modest but well targeted, and some of our technical
assistance has been highly effective in achieving its
stated goals. We have not taken a regional approach
before. Lessons learnt from past experience include the
need to work more closely with other donors to
maximise our impact, and the importance of project
activities being focused around a broader strategy. We

have much more to learn.

Our purpose is to help governments, civil society and
the private sector in poorer countries and across the
region to drive the economic, political and social change
needed to enable progress towards the Millennium
Development Goals. We will do this by contributing to
four key outcomes: reduction in the impact and
likelihood of violent conflict; more effective,
accountable and inclusive governance; economic
growth benefiting all people in a sustainable way; and
more equitable human development. We will work in
three complementary ways: at the country level (major
conflict-related programmes in Palestine and Irag, and a
growing programme in Yemen, the region's poorest
country), through supporting the international
system (with a particular focus on the EC's MEDA

programme, to which our declining Egypt and Jordan
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programmes will contribute), and through focused
analytic work on key regional development themes
(conflict, governance, migration, the environment, and
trade integration) to better inform our and other
donors' programming. As our own programmes will
generally remain modest in size, we will work closely

with other donors to maximise our impact.

A6

To implement this strategy DFID is increasing and
realigning the financial and human resources it
allocates to the region. DFID's Middle East and North
Africa Department (MENAD) and Iraq programme will
work closely with the Foreign and Commonwealth
Office and other UK government departments to deliver
these objectives. Subject to an absence of conflict, all
the countries where we currently have programmes
except Yemen will graduate from most DFID assistance

during this decade.
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Development challenges

The Middle East and North Africa (MENA) region covers
over 20 countries from the Western Sahara to Iran'. The
region comprises several ethnicities, religions and
languages, though Arabic and Islam play defining roles.
There is great diversity in terms of physical features,
population, economic structure, social indicators and
per capita income (from almost $20,000 in Kuwait to
$450 in Yemen?). However, there are several common
development challenges across the region, including
the need to tackle problems caused by violent conflict,
and shortcomings in institutional and economic
structures which constrain progress. Although there is a
long history of aspirations to pan-Arab unity, the region
has not developed effective regional institutions to
address common challenges. These challenges suggest
that DFID should adopt a regional development strategy
based on regional analysis, some regional lesson-
learning, and a limited amount of common regional
action. This strategy must be sensitive to individual
country circumstances, but also reflect their regional

and international context.

Over the past five decades there have been significant
advances in reducing poverty and advancing human
development. Several of the region's wealthier oil-rich
nations are no longer defined as developing countries,
and the remainder are all classified as middle income
countries - with the notable exception of Yemen, the
only low income country’. Progress towards the
Millennium Development Goals (MDGs) has generally
been good: in 1999, only 2% of the region's developing
country population of 280 million lived below the
internationally recognised poverty line of $1 a day, and
the net primary school enrolment rate was 82%. But
lack of reliable and up-to-date data remains a key
obstacle in monitoring and comparing progress by

country or by sector.
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Despite past progress, poverty reduction trends are
slowing, and inequality, having decreased dramatically
in the 1970s and 1980s, is re-emerging as a key issue.
Since 1990 the percentage of people living on less than
$1 a day has remained constant. Those living on less
than $2 a day have increased from 21 to 23 percent of
the population (comparable to Latin America) and now
number 68 million - 18 million more than in 1990. Over
the last decade economic growth was slower than in
any region except sub-Saharan Africa and the transition
economies of Europe and Central Asia. Unemployment

now stands at 25 percent (second highest in the world.)

The 2002 Arab Human Development Report (AHDR),
which has provoked widespread debate about common
challenges facing the region, notes that deficits in
freedom, women's empowerment, and knowledge
create serious obstacles to human development. 65
million adult Arabs are illiterate, including over half of
all adult women (similar to sub-Saharan Africa).
Maternal mortality is double that of Latin America and
the Caribbean. Only 0.6% of the population use the
internet. Reaction to the AHDR reflects widespread
popular dissatisfaction across the region with lack of
economic progress and poor governance. However,
many Arabs pride themselves on local social stability,

family values, and cultural and religious traditions.

This strategy does not consider Sudan, Djibouti or Mauritania, which although predominantly Arab countries face many challenges more typical to sub-Saharan Africa.
Decisions about DFID engagement with them are taken by DFID's Africa Division, which runs a substantial humanitarian assistance programme in Sudan.

Data (years vary) mostly from World Bank, 2003 World Development Indicators

Low-income countries have Gross National Income per capita of less than $735. Middle-income countries have GNI per capita of $735-$9,075.
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B5 Poor households rely on extended family networks to of protecting vulnerable groups, and formal social

meet a range of needs and offset the effects of crises. protection measures like welfare payments are
Religious charitable contributions are an important inefficient and poorly targeted. Access to public services
component of safety nets. These informal social is inequitable and often dependent on personal contacts.
protection mechanisms - although efficient - fall short This has a negative impact on women in particular.

Country GNI per % living % living Below Net Under 5 Maternal

capita $ below below national primary Mortality Mortality

2001 $1 $2 poverty enrolment  Rate per Rate per

day LEW line ratio 1,000 100,000
(% of 2001 live births,

) relevant modelled

Population .
ilions) age estimates
millions
( group) 1995
2001
2000
Algeria 31 1,650 | <2 1995 | 15 1995 | 23 1995 98 49 150
Egypt 65 1,530 | 3.1 2000 | 44* 2000 | 17 2000 93 4 170
Iraq 24 T | na na na 93 133 370
Jordan 5 1,750 | <2 1997 | 7 1997 | 12 1997 94 33 4
Lebanon 4 4,010 | na na 28(a) 1999 74 32 130
Morocco 29 1,190 | <2 1999 | 14 1999 | 19 1999 78 44 390
Palestine 3 1,350 | na 60(b) 2002 | 50(a) 2001 (c) 97 25 (d) 70-80
Syria 17 1,040 | na na 15-25(a) 1999 96 28 200
Tunisia 10 2,070 | <2 1995 | 10 1995 | 8 1995 99 27 70
Yemen 18 450 | 16 1998 | 45 1998 | 42 1998 67 107 850
MENA 301 2,220 | 2 1999 | 23 1999 | na 82 54 na
NOTES:

*More recent World Bank data suggests that the proportion of Egyptians living on less than $2 a day is 19.8%, but the methodology may not
be consistent with other countries reporting under the WDI.

tlraq - estimated to be lower middle income country (GNI per capita $736-$2935)

na - figures not available.

World Bank definition of MENA includes Djibouti, Iran, Libya, Malta, Oman and Saudi Arabia (but not high income countries) in addition to the
countries listed above.

Sources: (a) CIA Fact Book
(b) "27 Months of Intifada", World Bank, 2003
(o) Palestinian Central Bureau of Statistics (gross figure)
(d) Arab Human Development Report, 2002

Otherwise World Development Indicators, World Bank, 2003
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Population growth over the next 20 years will put
increasing pressure on public services and natural
resources, potentially reinforcing low levels of human
development. With current population growth rates
(average 2.6%) and levels of life expectancy (62-65
years), the population could expand from 280 million in
2000 to 460 million by 2020. There is therefore a danger
that past progress on poverty reduction may be
reversed over the next twenty years, unless more
effective strategies are developed for dealing with inter-
related challenges such as conflict, unemployment,
governance and human rights, gender and the

environment.

Violent conflict remains a threat to stability, and a
major obstacle to development in much of the region.
International involvement over the last century has left
a legacy of fragile nation states. The search for national
identity and "state-building" has been hampered by
disputes over borders, conflict over access to natural
resources (e.g. water and oil), ethnic and religious
tensions and tribal rivalries. Many Arabs see external
factors (Israeli occupation, foreign intervention) as the
primary cause of conflict, although mass
unemployment and disaffection may be an underlying

cause of future intrastate conflict.

Each conflict has its own dynamic, and comparisons can
be dangerous. The Arab-Israeli conflict has dominated
regional politics and constrained development for the
last fifty years. Civil wars have erupted in Yemen,
Lebanon and Algeria, while fear of internal dissent and
violence affects the domestic politics of several
countries. Domestic responses to such threats,
particularly from Islamist movements, have been cited
as a contributory cause of the region's high level of
terrorist activity. Iraq has been involved in three wars in
the past twenty years. The consequences across the
region of the most recent of these conflicts are not yet

clear, but have raised widespread questions about
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incentives for political change, the involvement of
international actors in resolving unstable situations in
the Middle East, and the nature of multilateralism more
widely. Many people in the region have negative
perceptions of the UK because of its role in recent

conflicts.

Whatever the cause, conflict has directly led to human
suffering, displaced people, and slowed economic
growth. The threat of conflict has also compromised the
ability of some states to pursue developmental aims,
diverting public resources away from more productive
or social priorities. The region has the highest military
expenditure in the developing world: 7 percent of GNI,
double that of Europe and Central Asia (although some
is spent on social goals, eg military hospitals which treat
the public).

A critical challenge for key international actors -
particularly the USA, UN, and EU - is to help implement
a comprehensive strategy for conflict resolution. At
the heart of this strategy must be the implementation
of a just, two-state solution to the Middle East Peace
Process (MEPP). The EU has a key role to play through its
position in the Quartet*, the Barcelona Process®, and
through using its instruments for co-operation more
effectively to strengthen economic growth, systems of
governance and respect for international law and
human rights. Development agencies also have a
responsibility to ensure their interventions do not

inadvertently exacerbate underlying sources of tension.

In recent decades political Islam has emerged as an
ideological and often violent challenge to the legitimacy
of Arab states. While Islamic movements take varied
forms, many share a dissatisfaction with existing
political arrangements, a common perception that
Islamic values and culture are under attack from outside
(i.e. western) forces, and a ready audience among the

unemployed in economically stagnant areas. As a result,

D FID

The Quartet refers to the United States, European Union, United Nations, and Russia, under whose auspices the Roadmap to a permanent two-state solution to the Israel-
Palestinian conflict was devised.

Barcelona Process refers to the establishment of the Euro-Mediterranean Partnership (EMP) in Barcelona in November 1995, with the overall objective of turning the Euro-
Mediterranean basin into an area of dialogue, exchange and co-operation guaranteeing peace, stability and prosperity.
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many Arab states have not yet succeeded in developing
the sense of national political community needed to
allow legitimate and accountable government. This
contributes to governments' concerns about the speed
at which democracy can be introduced, and has led to

some repression of alternative political movements.

Human and economic development are closely linked to
improved governance and active participation by
citizens to ensure the state protects rights and delivers
The

government across the region contrasts starkly with the

accountable services. limited representative
wave of democracy that has swept Latin America and
Eastern Europe in the last fifteen years, despite the fact
that Arab people support democratic reforms®. Reliance
by many governments on oil revenues rather than large
tax bases partly insulates them from peaceful political
pressures, and feeds networks of patronage which divert
state resources from development goals. The AHDR
notes that autocracy, nepotism and corruption are
characteristics of governance structures in the region
and free political participation remains constrained. The
principles of democracy and human rights are enshrined
in constitutions and legal codes, but their
implementation is often neglected and real separation
of powers remains weak. Many people, particularly the
poor, are denied access to justice. The challenge is to
ensure increased and effective participation in political
decision-making, strengthen democratic processes, and
develop more transparent and accountable systems of
governance. Global experience suggests that although
the formal institutions of democracy can be developed
quickly, developing the civic and political culture to
make them work can take a long time - particularly

where illiteracy is high.

A related challenge is for governments to deliver
services efficiently and transparently. Many still have
over-staffed, unresponsive bureaucracies and weak
accountability. Challenges include raising productivity
and efficiency in and

public service delivery
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administration, widening merit-based appointment and
promotion, and ensuring local communities have a
voice in demanding provision of basic services for the
poor. Islamic organisations often step in to provide
services where the state does not; their approach to
social justice may be accompanied by a religious and

political agenda that can undermine the state.

Arab countries have proud elite educational traditions,
but more than ten million children under fifteen are out
of school. The rural poor and girls are less likely to be
educated. The quality of educational provision is low,
despite a relatively high (out decreasing) level of
funding, and there is an increasing mismatch between
the output of education systems and labour market
demand. The region has the world's lowest level of

access to information and communications technology.

The region ranks next to last (behind sub-Saharan
Africa) on UNDP's gender empowerment measure.
Human rights deficits continue to reinforce gender
inequalities. Although in principle women have equal
rights, in practice patriarchal power structures and legal
inequalities prevent their exercise. While female literacy
rates have expanded threefold since the 1970s and
female school enrolment rates have more than doubled,
girls' share of enrolment is still relatively low (especially
at tertiary level), the rate of growth has levelled off, and
the number of girls out of school is increasing. Past
educational achievements have not yet had a major
impact in countering gender-based social attitudes and
norms. MENA has the lowest rate of female labour force
participation (26%) of any region in the world -

including South Asia and sub-Saharan Africa.

Poverty, and the need to diversify incomes, have had a
strong impact on regional migration. Remittances
peaked in 1990 but are still worth more than foreign aid
and direct investment combined. Patterns of migration

have changed over the last three decades particularly in

6  See for example World Values Survey, which found 98% of Egyptians, 95% of Moroccans and 90% of Jordanians thought democracy better than any other form of
government

DFID
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response to EU requlatory change and economic
developments’ and increasing numbers of non-Arab
migrants in the oil-exporting countries. Historically the
migration of able-bodied men has left many woman-
headed households. International remittances can
account for up to 30% of total household income; they
represent an important opportunity for helping lift poor

households out of poverty.

Economic growth in the past has been partly dependent
on oil revenues and aid flows, with much unsustainable
growth promoted through public employment and
subsidies. However, these revenues have not been
targeted productively, public sectors have become
bloated at the expense of a diversified private sector,
and the foundations for broad-based economic
growth have not been developed. The region has also
fallen behind in regional and global trade integration.
MENA contains the highest number of countries by
region that have not yet joined the World Trade
Organisation. Throughout the 1990s, exports from the
region (over 70% of which are oil and related products)
grew at only 1.5% per annum, far behind the global rate
of 6%. The region is now facing an unemployment crisis.
Around 50 million jobs will need to be created over the
next decade just to keep pace with the expanding labour
market - more if a higher proportion of women enter
the workforce. Faster integration into the global
economy and more regional trade are critical to achieve
this.

The primary economic challenge is to build on the 1990s
macro-stabilisation reforms to address structural
constraints to growth, increase productivity, and
diversify away from oil. This means reining in public
sector spending (up to 60% of GDP in some countries),
renewing efforts to establish the right environment for

private sector-led growth, and ensuring the benefits of
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growth are shared throughout the population. While

governments  have supplied much  physical
infrastructure, the state's role in enabling private
enterprise is less developed. This will require
institutional reform (eg to labour markets, requlation,
banking supervision), and building human capabilities

(education and training).

A further challenge is to address the region's restrictive
external trade regimes. Countries in the region cannot
afford to remain outside multilateral trade negotiations,
especially on critical sectors such as agriculture,
services, and textiles. A key step should be to develop
roadmaps for non-members to accede to the WTO.
Regional economic co-operation, trade integration and
shared infrastructure development are also required to
improve the global competitiveness of domestic
industry. There are some initiatives underway® but
progress is slow. The lack of regional integration -
particularly with the richest economies in the Gulf,
which import billions of dollars of goods and millions of
low-skilled migrant workers from outside the region - is

a missed opportunity for regional development.

Most countries in the region are characterised by a poor

natural resource base and weak institutional
frameworks for promoting the efficient use of scarce
resources and sound environmental management.
Limited water resources® constrain economic growth.
88% of water is used for agriculture, but inefficiently,
depriving industry, services and domestic consumers.
Inequity in the allocation of water and land hits the
poor hardest. This reduces their livelihood opportunities
and adversely affects health. Regional tension and
conflict may be fuelled by the lack of co-operation over
access to natural resources, particularly water. The
challenge is to ensure that economic reform and

liberalisation measures are designed with sustainable

7  In the 1970's EU countries reduced importation of labour. This led to emergence of three types of migration - family reunion migration which existed but became more
significant, and resulted in increasing numbers of young people migrating to Europe; seasonal migration for a small fraction of migrants; and lastly illegal migration which
has increased since the adoption of Schengen Agreement in 1990.

8  Through the Agadir process (involving Morocco, Tunisia, Egypt and Jordan), the Gulf Cooperation Council and the Greater Arab Free Trade Area (GAFTA).

The region has 12% of the world average per capita water resources and 30 million people below the water poverty line
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management of scarce natural resources in mind, and
that regional institutions are strengthened to help

deliver sustainable and pro-poor growth.

Complex reforms are needed if the region is to maintain
positive trends in economic development and poverty
reduction over the next twenty years. Continuing
reliance on oil, remittances and aid will not serve as a
sound development strategy. Much is known across the
region about what needs to be done and the long-term
benefits reform would bring. But political sensitivity
about volatile reactions from those who might lose out
in the short-term retards change. However political and
economic change is happening, and is likely to deepen
and accelerate if the right incentive framework is in
place for key decision-makers. The influence of the
drivers of change - whether they be prominent
individuals or groups such as reforming elites,
opposition political parties, civil society, media, business
groups and academics, or processes such as increasing
political awareness, the globalisation of the news media
and women's empowerment - will determine how fast

reform will move.

External actors have a role in supporting the drivers of
pro-poor change, i.e. those catalysing factors that will
most strongly influence development prospects in the
region, and in particular its ability to achieve the
Millennium Development Goals. They also have a role in
helping governments manage the transition process
which reforms bring, particularly to cushion the blow to
those poor people who will lose out as a result of
reform. The international system has traditionally
supported the region through aid, trade and economic
co-operation. Large volumes of aid also flow within the
region. However oil windfalls, huge aid packages (with
significant grant elements), exceptional treatment for
external debt, and preferential trade agreements have
undermined incentives for liberalisation, reform, and

increased productivity, as they shield governments from

B23

the costs of poor economic management and weak
governance. The challenge for foreign donors is to
ensure that appropriate instruments and amounts of
aid are used. Aid should provide incentives for and build
the capacity of countries promoting pro-poor political
and economic change and help with the costs of

transition.

The greatest risks to the region achieving the
Millennium Development Goals are from continuing
conflict, most likely triggered by a stalled MEPP, or
failure to restore stable and accountable government
quickly to lrag. Other significant risks are a lack of
commitment from governments in the region to
economic, political, and social reform; and external
shocks such as a decline in the price of oil. These risks
have broader implications for regional and global
stability. Where possible we seek to help mitigate them
in this strategy. (A more detailed risk analysis is at

annex 1.
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C. Policy context

DFID and UK policy

C1

C2

C3

DFID's work is guided by two government policy
("White
development, published in 1997 and 2000. The first

commits us to the achievement of the internationally

documents Papers") on international

agreed Millennium Development Goals (MDGs),
centred on reducing by one half the proportion of
people living in extreme poverty by 2015. The second
White Paper links this to the new challenges and

opportunities presented by globalisation.

DFID's strategy for the Middle East and North Africa
flows from these policies, and draws heavily on our
wider experience of working with middle-income
countries, where skewed income distributions and
inadequate realisation of social and economic rights
leave many people in poverty. Our approach in such
countries focuses on policy engagement through
multilateral institutions, backed by targeted technical
assistance.® UK ministers have committed DFID to
spending 90% of our bilateral programme in low-
income countries (LICs) by 2005/6, which will require
reductions in what we spend in middle-income
countries (MICs). DFID is withdrawing from several MICs

over the next few years.

Other DFID policies guiding our work in the region
include policies concerning the European Community
and the World Bank, both of which transfer significant
financial resources to MENA, and as a result have
substantial policy influence. With these institutions our
central concern is to increase the poverty focus of their
programmes, and make their developmental impact
more effective. We also work to support the EC's trade
policies to help developing countries benefit from
growth in the world economy. Other strategy papers -
on empowerment of women, education for all, good

governance, human rights, conflict, access to water, the

Ca

C5

Cé

environment - help guide our approach in relation to

the achievement of individual MDGs.

These long term policy objectives are summarised in a
set of three year corporate targets, currently covering
2003/4 - 2005/6. Objectives relevant to the Middle East
and North Africa include:

reducing poverty in the region

- working to improve the impact on poverty of EC
assistance programmes in the region through
effective implementation of existing and
negotiation of new regulations governing the EC
programmes

increasing the impact of key multilateral agencies in

reducing poverty and effective response to conflict

and humanitarian crises

- working to resolve existing conflicts and prevent
new conflicts in priority countries and regions

- working to address the national and regional
causes of conflict by strengthening local conflict
management systems

- promoting increased access to markets for
developing countries and enhanced capacity to
exploit trade opportunities

developing evidence-based, innovative approaches

to international development

Achieving these targets involves working closely with
other government departments: the Foreign and
Commonwealth Office and the Ministry of Defence on
reducing conflict; the Department for Trade and
Industry on increasing market access; the Treasury on

international finance for development and debt.

Other UK government policies influence our approach:

e A successful Middle East Peace Process is one of
the UK's highest priorities. The Arab-Israeli conflict
destabilises the whole region. Some Arab
governments cite it as a reason why they are
unable to undertake wider reforms urgently needed

10 See Eliminating Global Poverty: the Middle Income Countries, November 2001

D FID
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in their own countries. The UK is a leading
supporter of the clear international consensus that
now exists on the need for a comprehensive
negotiated peace settlement resulting in the
establishment of a viable Palestinian state
alongside the state of Israel, both with secure and
recognised borders.

e The UK's overall objective in Iraq is to help it
become a stable, united and law-abiding state,
within its present borders, cooperating with the
international community, no longer posing a threat
to its neighbours or to international security, and
abiding by all its international obligations. This will
require a full, democratically-elected government
with control over a unified and transparent budget,
free from sanctions and integrated into the
international economy, pursuing a programme of
sustainable economic growth and poverty
reduction.

e The UK's long-term strategy for the Arab world
seeks a partnership with the region to promote
economic, social and political progress, cultural and
religious tolerance, and an end to extremism. The
UK is strongly committed to the war against
terrorism, and to long-term stability.

Other donors' policies

c7

The region receives significant amounts of official
development assistance (see chart overleaf). In
comparison to other developing regions, it receives
substantially more aid per poor person than sub-
Saharan Africa and South Asia. But poverty reduction is
not the primary motivation for many donors' assistance
to MENA. The growing consensus on development
priorities and processes - a focus on the Millennium
Development Goals, backing country-owned poverty
reduction strategies, harmonising donor procedures to
coordinate aid more effectively - is not emerging in this
region in the same way as it is in many low-income
countries (although some North African countries are

active participants in the New Partnership for African

C8

C9

Development). Aid allocations to competing objectives,
and the choice of instruments for delivering that aid, are
substantially influenced by donors' domestic political
considerations, including commercial advantage and
foreign policy objectives such as migration and
terrorism. Lack of financial resources is often not the
problem - for example public spending on education is
higher than in any other developing region, but quality
remains low. Effective donor coordination is a challenge
in these circumstances - for donors and recipient

governments.

The region is of vital strategic importance to the EU, and
is a key external relations priority. Policy towards the
Mediterranean area is governed by the Barcelona
Process, providing a framework of bilateral and
multilateral relations between the EU and ten partner

countries in the region. Its objectives are to:

® establish a common Euro-Med area of peace and
stability based on respect for human rights and
democracy;

® create an area of shared prosperity through the
progressive establishment of a free trade area,
accompanied by substantial EU financial support
for economic and social transition in the partner
countries;

e develop human resources, promote cultural
understanding, and develop free and flourishing
civil societies.

The MEDA™ programme is the principal instrument for
the implementation of the Euro-Med partnership, and
comprises financial and technical assistance for
economic and social reform. The programme spent
nearly €700 million in 2002, all on grant terms. There is
some additional support to the region outside the scope
of the MEDA programme. 25-30% of Commission
spending in the Euro-Med area supports UNRWA and
the Palestinian Territory. But poverty reduction is not a

primary objective of the Barcelona Process. MEDA funds

n

DFID

From the French, "mésures d'accompagnement”
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are used primarily as a development tool to implement

a political and economic agenda agreed by EU ministers.

The Commission's proposed policy on Wider Europe
sets out a common approach to the EU's new
neighbours, including the Mediterranean partners. This
is based on working with partners to reduce poverty
through a differentiated framework of incentives
(particularly faster and deeper integration into the EU
single market) which responds to progress made by
partners in political and economic reform. Increasingly

the EU is taking a sub-regional approach.

The European Investment Bank has been lending to
the region for many vyears. In 2002 it launched the
Facility for EuroMediterranean Investment and
Partnership (FEMIP). This will increase EIB lending to
the region from 1.4 billion euro a year to over 2 billion
euro a year by 2006 (je triple MEDA's grant funds), with

a new focus on promoting private sector development.

The launch of FEMIP has provoked a debate about
whether it should be converted into a separate Euro-
Med Bank. A key objective is to increase the amount of
investment finance available to small and medium-sized
enterprises, leading to increased private sector job

opportunities.

The World Bank recognises the challenge of poverty
reduction in the region. Its engagement is strongly
linked to helping MENA countries achieve the MDGs. Its
strategy is to use a combination of knowledge and
finance (about $1 billion of lending a vyear) to
strengthen the process leading to policy reform and
institution building, improving the investment climate,
job creation and sustainable growth, and empowering
the poor to participate more fully in the development
process. The Bank's programme is focused on five
strategic areas: public sector efficiency and governance;
private sector development and employment creation;

education; water resources; and gender.

AID PER CAPITA 2001 - (US$)
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DFID

The USA is by far the largest bilateral donor to the
region, and the most influential politically and militarily.
Historically most assistance has gone to Israel and
Egypt. In the immediate future, post-war reconstruction
in Iraq will be the major regional focus. The US has
recently launched the Middle East Partnership Initiative
to focus its commitment to political, economic and
educational reform, and is exploring developing a free

trade area with the region.

C14

C15

Significant lending and grant funding is provided to the
poorer countries in the region by regional institutions
and by the richer Gulf countries. This has been
particularly important in supporting the budget of the
The African

Development Bank is also significant in North Africa.

Palestinian Authority, and Yemen.

Other bilateral donors with substantial programmes

include Germany, Japan and France.
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D. What we have learnt we have not addressed performance measurement of
our assistance and progress against the MDGs

D1 DFID has been working in some countries in the region adequately. There are severe problems in doing this
for many years. But until we created a Middle East and regionally, but at country level it should be easier to
North Africa Department in 2002, we had no clearly assess what contribution our assistance is making.
articulated regional analysis or approach. One lesson
learnt is that we need to think regionally if we are to D5  We have however learnt lessons from activities that
maximise the synergies between our activities and our have had an impact in respect of our previous
influence on development outcomes. Regional analysis objectives. Examples include:
highlights key regional themes, helps formulate e Support in establishing a Palestinian Negotiations
appropriate responses to cross-border challenges, Support Unit and through the Economic Policy
promotes lesson learning between countries, facilitates Programme has significantly improved the
engagement with other donors who take a regional Palestinians' prospects of negotiating effectively in
approach, and encourages resource allocation in line final settlement talks and preparing for statehood
with DFID policy. - and getting to that stage. Other donors have

D2 At the project level our technical assistance is often added their support. The projects are good
welcomed for its quality, targeting and poverty focus. examples of high risk strategic activities which
We have built flexible and robust partnerships, and have no immediate impact on poor people’s lives,
usually been able to respond quickly to new requests, but could address root causes of poverty.
which is highly valued. However, we have not been e We supported the work of the ICRC, CARE and
good at learning - or disseminating - lessons. UNICEF in Saddam’s Iraq when some donors would
Learning has been hindered by the lack of a clear not (for political reasons). This ensured some
programmatic focus to our work. We have failed to continuing humanitarian assistance and enabled
develop monitoring and evaluation techniques to turn these organisations, particularly ICRC, to be well-
assessments of how well specific projects have achieved prepared when conflict started in 2003.
their objectives to comply with internal DFID systems o Our work with the IMF and UNDP on economic and
into useful knowledge for dissemination to others. financial management in Yemen has used good

D3 DFID is, and will remain, a relatively small player across practice from the region and elsewhere to build
the region in terms of our direct assistance. We are capacity, and linked technical assistance to policy
starting from a relatively low base of knowledge dialogue on reform.
outside our core areas of project activity in five e We have been a major donor to UNRWA, one of
countries. We are still building the level of expertise the most important regional organisations. As well
needed to engage effectively on macro-policy with both as helping it address its chronic funding problems,
national governments and other donors. We need to we have supplied targeted technical assistance to
allocate staff time to such activities, which rarely support UNRWA's efforts to improve its
involve spending much money. effectiveness and efficiency.

D4 At the country and regional level, although we have e Qur environmental management work in Egypt has
evaluated the success of individual projects, in the past generated many exemplary project design features,

DFID
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particularly how to use participatory techniques
and work at many levels of government, which are
now being looked at by other donors (notably the
EC) more widely across Egypt and other parts of

the region.

Where we are working on key issues in more than
one country - eg public sector reform in the
Palestinian Territory and Jordan - there is scope for
us to promote regional learning, and to work more

closely with other donors in other countries.

D6 More general lessons on how we work include:

DFID

We have supported unconnected project activities
in response to pressure to spend rather than a

strategic agenda. We need to focus more.

Bilateral project work enables us to develop
country knowledge, trial innovative techniques, and
catalyse larger-scale assistance. A regional
approach without the credibility that comes from

bilateral work will be hard to sustain.

Such bilateral work will not on its own lead to the
significantly strengthened partnerships with
multilateral donors that we are now seeking. We
need to have something else to offer other

donors if we are to support their work.

Well-targeted technical assistance can produce
impact disproportionate to financial commitment,
particularly if linked to larger donors' spending

plans.

Joint funding by more than one donor of a single
recipient partner is potentially an efficient form of
donor coordination, but can impose extra
administrative burdens on the recipient if

procedures are not sufficiently harmonised.

When we work directly with government partners,
we need to be sure the ministries we work with

have the capacity and authority within

government to advance the objectives we have

agreed with them.

We often work in uncertain and fast-changing
environments. Flexible project design is needed to
take account of these changes. This usually
involves taking risks. We need to be better at

managing risk, as well as assessing it.

Some projects take a long time to mature and
deliver. Building trust and understanding
institutional constraints takes time. It is best done
by long-term in-country consultants and staff.
Cultural and political awareness, language and
interpersonal skills are often more important than

technical knowledge.

Rapid staff turnover, both in the region and in
London, has depleted institutional memory of
working in a difficult policy environment. More
locally recruited professional staff is one

response.
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E. Strategy for assistance in the region

FRAMEWORK

E1 The overarching goal for the region to which our
activities contribute is the achievement of the
Millennium Development Goals by the year 2015.

E2 Achieving this goal requires progress against the

challenges described in Section B. Our purpose is to
help governments, civil society and the private
sector in poorer countries and across the region to
drive the economic, political and social change
needed to enable progress towards the Millennium
Development Goals.

E3

On the basis of our analysis of the challenges facing the
region, what others are doing to address them, the
lessons we have learned from past experience and
DFID's comparative advantage and policies, we have
identified four outcomes to which we think we can
contribute - either directly ourselves or through support

to other donors and regional organisations.

Outcomes for MENA which DFID can contribute to

Reduction in the impact and likelihood of violent conflict
We will contribute by: (a) supporting reduction, mitigation or prevention of conflicts in individual countries, (b)
integrating conflict prevention principles into our own development programmes and encouraging other

development actors to do so, (c) responding to humanitarian needs arising from conflicts.

More effective, accountable and inclusive governance

We will contribute by: (a) supporting governments to develop efficient, effective and transparent public
administrations serving the needs of their citizens, (b) encouraging the participation of a wide cross section of
society, including poor and vulnerable groups, in political and development processes, (c) promoting the development

of an active civil society which can hold governments to account for their performance in a range of areas, including

service delivery and human rights.

Economic growth benefiting all people in a sustainable way
We will contribute by helping governments and other donors to analyse and implement the reforms needed to

generate jobs through increased investment and trade, and to mitigate the social costs and potential inequalities of

such transition.

More equitable human development'

We will contribute by helping governments formulate and implement strategies for requlating and investing in basic

service delivery, particularly education and health, as a way to accelerate the realisation of human potential,

economic growth and political reform.

12 Human Development is customarily measured through the UNDP Human Development Index (HDI) which covers life expectancy, adult literacy, education enrolment ratios

DFID

and GNI per capita.
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E4  Governments in the region are primarily responsible for choice of regional themes has been influenced by

progress against these outcomes in their own countries. indications of where we can collaborate with other
As a relatively small donor working in a predominantly donors on shared agendas, our analysis of these themes
middle-income and heavily aided region, we will will be informed by our existing knowledge of the
increasingly focus on expanding international countries we work in, and our support for the
understanding of what is needed to achieve the international system will include joint work with other
outcomes above. We will undertake a programme of donors in specific countries.

analytic work on key development themes in the region

important for achieving these outcomes. This will E6 In implementing this strategy, we will focus in particular

complement our continuing modest provision of direct not just on what needs to be done but on what will

assistance, and our work with other donors to support drive change - and on who are the innovators and

the international system. We will develop this strategy agents of change, in government and outside, wanting

at both regional and country level. We will not work on international support. We will also encourage the active
all outcomes in all our focus countries (Egypt, Iraq, participation of poor people, particularly women in
Jordan, Palestinian Territory and Yemen), or with all our development and political processes and decision-
major donor partners, but will be selective. making - including the projects we fund.

E5  The three ways of working will be mutually supporting - E7  We will contribute to the formulation and revision of
we will use our knowledge, experience and influence other UK and EU policies which affect the
to contribute to these outcomes. For example, our development prospects of countries in the region.

COUNTRY
PROGRAMMES

Outcomes for
MENA

which DFID can
contribute to

ANALYSIS OF SUPPORTING
REGIONAL < INTERNATIONAL
THEMES > SYSTEM
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ANALYSIS OF REGIONAL THEMES

delivery of services and unrepresentative political
systems under which citizens' rights are violated.

E8 Much is known across the region about what needs to
be done to make progress against the MDGs. But there We already have some experience of public sector
remain knowledge gaps, and gaps in the dissemination reform as a way to improve service delivery and
- . accountability. We will increase our understanding

of existing knowledge. There is scope to adapt . . .

o ) of political processes and what drives their change,

successful lessons in implementation learnt from other . . .

_ ‘ . ‘ from political elites to the grass roots of civil
developing countries to the particular circumstances of society. We will explore within the EU the extent to
this region. There is a need for developed countries to which human rights could play a fuller part in the
better understand the links between poverty and some Euro-Med dialogue, leading to better outcomes in
of their foreign policy concerns in MENA. Many of these line with existing agreements.
lessons are applicable to several countries across the T .

S _ _ c. Migration is a large and growing phenomenon
region, justifying a regional approach to the analysis of across the region, with a complex series of causes
key constraints. and a high level of domestic political interest

. . . across Europe. Remittances contribute to economic
E9 DFID is at an early point on our learning curve across o )
) ) growth and temporary migration can play a role in
the Middle East and North Africa. Our lack of recent ) ) ) )
. . . . transferring skills and ideas. The trade-off is a loss
involvement in several key countries restricts where we . . .
of skilled workers, with a consequent risk to long-
can add value. We need to increase our knowledge of term development. A better understanding of the
the cultural and political context of development in the links between poverty and migration, and

region, to inform both our own programming, and how migration as a driver of change, would help policy

we work with other donors and regional institutions. makers design responses. The EC is beginning to

look at this.
E10 Given the outcomes to which we aim to contribute, we
will undertake analytic work on the following five d  Ina region with scarce natural resources, better
. management of the environment can promote

themes to better inform our and other donors' . g _ _ _ p .

) . equitable growth, improve its sustainability and

programming. (The themes do not map directly onto the . . . .

potentially help avoid conflict. Many environmental

outcomes - some are relevant to more than one.) . . .

issues are by their nature cross-border or regional

a. We will explore the links between conflict and and require coordinated responses. Connections
poverty - both causes and consequences - across between the environment, poverty, growth,
the region. This will inform specific measures we governance and conflict could be better
and other donors could take to mitigate the effects understood. We will promote the further
of conflicts in individual countries, and better integration of environmental issues into the
integrate conflict prevention principles across our development programmes of governments and
development programmes. We will work donors. Our approach will be multidisciplinary,
particularly closely with our UK FCO and MoD linking with other themes and contributing to the
colleagues to bring a development and conflict and growth outcomes. We will focus
humanitarian perspective to work on conflict particularly on water management, working with
prevention and peace-building. the World Bank and others.

b. Governance problems are at the root of many of e. Barriers to increased trade across the MENA region
the region's development challenges, with remain high, and threaten to stifle future growth
inefficient bureaucracies constraining the effective prospects, employment creation and poverty

DFID
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E1

E12

reduction. We will develop a better understanding
of the links between trade liberalisation (including
within the region), private sector development,
employment creation and the impact on poorer
people. This analysis should help inform external
trade and aid policy for the MENA region. We will
also look for opportunities to assist with analysis of
domestic trade policy within MENA, strategies to
support productivity through market development,
financial sector strengthening and helping
governments to cushion the costs of liberalisation.
We have already started looking at these issues
jointly with the European Commission.

In undertaking regional analysis on these themes, we
will seek to work particularly closely with the EC and the
World Bank, and other donors, adding value and filling
knowledge gaps through focused activities. We are at an
early stage in our analysis of some of these themes, and
may conclude for one or more that there is no strong

case for us to develop more detailed work.

An important part of promoting improved regional
learning will be capitalising on experience already
within the region, including through the commissioning
of analytic work from institutions in partner countries
and building on NGO experience. We will look for
opportunities to support targeted transfer of expertise
from one MENA country to another. Sub-regional

approaches may often be more appropriate.

SUPPORTING THE INTERNATIONAL SYSTEM

E13

DFID

The international system collectively provides a very
generous package of assistance to the Middle East and
North Africa. But it is not used as effectively as it could
be. Some of DFID's money and time is best deployed at
the margins supporting other donors to spend their
large budgets more effectively. Our overall objective in
supporting the international system will be more
effective and coordinated use of existing aid

resources in support of key development outcomes.

E14

E15

E16

The EC is the highest priority for such cooperation, on
the grounds of programme size, the UK contribution, its
additional leverage through a dual role in aid and policy
dialogue, and member state and Commission agreement
on the scope to improve the focus and quality of its
work. In the long term our objectives for EC assistance
to the region should be a greater focus on poverty
reduction, and an allocation of resources and blend
of instruments more appropriate to the region's
needs. This needs to be tied into a wider approach to

reform of the EC's external assistance programmes.

But given that progress against these objectives is more
likely to be substantial in the run-up to the
renegotiation of the current MEDA regulation in 2006,
in the short to medium term we will put staff time and
some money into developing constructive
collaboration with the Commission to improve the
quality of MEDA and its focus on reform over the
next few years. This is an opportune time, with the
Commission making a concerted effort to address some
of MEDA's previous shortcomings (lack of strategic
focus in country programmes, poor dialogue with
partner countries, high levels of financial commitment
relative to capacity to spend, unclear staffing
arrangements, limited authority for in-country staff).
the Commission still  faces

However capacity

constraints, which member states can help with.

We are looking at a variety of instruments to advance
this collaboration. We will support the Commission's
work both through specific project collaboration in
selected countries (for example in Egypt, where we are
building on our expertise in environmental management
to help with a major regional development programme
in South Sinai), and through analytic work to support
MEDA programming across the region (for example a
joint study we have started on the legal aspects of
transition required by the Association Agreements

between Euro-Med partners and the EU). We will
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E17

E18

D FID

consider making available a small amount of technical
assistance funding to enhance the Commission's ability
to design better targeted programmes and evaluate
their success. We could consider one or two
secondments to the Commission in Brussels and/or a
delegation in the region. We will play a constructive role
at formal meetings such as the MED committee,
promoting discussion of strategic priorities over project
micromanagement. We will participate actively in EU
coordination in-country, particularly over the discussion
of National Indicative Plans and Country Strategies,
while encouraging donor-wide and country-led

processes.

Increased lending to the region is in line with DFID's
middle-income country policy that well-targeted loans
(accompanied by some technical assistance) are often a
more appropriate aid instrument than grants for MICs.
We will thus look for ways to support the European
Investment Bank's Facility for EuroMediterranean
Investment and Partnership to achieve its objectives
by developing appropriate instruments for lending to
the private sector, and press for close alignment

between its activities and the Commission's.

We are developing a regional dialogue with the World
Bank, with whom we already work closely on some
country programmes and who share a similar analysis
of the Their

management as a catalyst for policy and institutional

region. approach to knowledge
change (including on priority areas such as trade)
suggests scope for further cooperation. The instruments
for collaboration could be similar to those identified for
the EC. We will work closely with the IMF on economic

and financial reform in Irag and Yemen.

E19

E20

E21

E22

We will investigate whether we can work more closely
with the large intraregional donors, particularly the
Islamic Development Bank and the various Arab
funds. We will also explore the scope for promoting
regional partnerships with regional organisations such

as the Arab League, and regional civil society networks.

We will build closer relationships with other bilateral
donors who have a large or influential presence in the
region, such as the USA, France and Spain (with whom
DFID has a wider partnership on middle-income country
work). We will discuss the EC's programmes more closely
with the southern European member states, who are
often perceived as having different views from us, as
well as those who are more like-minded, and promote
more collaboration between MEDA and the US Middle

East Partnership Initiative.

We will work with UN agencies where they have a
particular role or comparative advantage (eg UNSCO in
the Palestinian Territory, UNRWA for Palestinian
refugees, OCHA/OHCI in Irag).

We will work with other donors to improve the
mechanisms through which assistance is given, and
increase knowledge and understanding about the
effectiveness of different aid instruments in the region.
We will do this through active and constructive
participation in donor coordination, joint evaluations
with other donors and some general work on aid
effectiveness. Such work will need to respect the
different political agendas underlying aid programmes
in the region. Where possible we will work with other
donors to assist governments to put themselves more at
the centre of the aid coordination process, and to
develop the planning capacity to use donor and

domestic resources more efficiently and effectively.
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COUNTRY PLANS

E23

DFID

The policies and priorities above suggest four main
thrusts to our country programme work in future. We
will make a major contribution to the urgent priorities in
Irag. We will expand our programme in Yemen to reflect
its poverty and commitment to reform. We will maintain
a continuing commitment to help with the Palestinian
people's humanitarian needs and their political
aspirations. We will gradually reorient our small
programmes in Egypt and Jordan into a regional
approach supporting the work of other donors,
particularly the EC. In each case our work will contribute
to the outcomes above, but each country programme
will be tailored to the very different circumstances they

face.
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EGYPT

Context. Egypt is the most populous country in the region. Its
economic potential is huge and parts of its economy vibrant.
But unequal human development and governance problems
threaten its progress in reducing poverty. While population
growth has been checked (now 1.8% per annum), 40% of the
population is under 15. Unemployment is 9%, and the country
needs sustained economic growth of at least 6% to absorb new
entrants into the labour market. 55% of adult females are
illiterate. Egypt is a middle-income country but its dependency
on receipts from tourism, remittances from workers in the Gulf,
and revenues from the Suez Canal makes the economy highly
vulnerable to external economic shocks. A skewed income
distribution means that a significant minority of the population
lives on less than $2 per day. Poverty is unequally spread across

the country, with a much greater incidence in Upper Egypt.

The main objectives for Egypt's National Development Plan for
2002-2007 are reducing poverty, improving the quality of life
and standards of living, reducing unemployment, increasing
rate of economic growth, increasing female participation in
development, improving human resources, and preserving the
environment. Improving the quality of life for the poor and
marginalised requires cultural as well as structural changes,
with greater levels of participation and decentralisation, but
this process is hindered by historical factors including a non-
responsive and hierarchical state bureaucracy and passive
acceptance of the status quo. Some parts of the government
are unwilling to engage in explicit discussions about poverty

and how to address it.

What others are doing. The largest bilateral donor is the USA
($655m in 2002), whose programme focuses on promoting
economic growth and human resource development. The
multilaterals are also significant donors, with the EC expected
to provide $0.9 billion and the World Bank $0.5 billion over
2002-4. Other donors (such as the UN, the African
Development Bank, and Arab development funds, and smaller

bilateral donors) are expected to provide $0.7 billion.

History of DFID engagement. DFID has been a minor donor
in bilateral terms, but the long-term nature of our involvement
and carefully targeted interventions have enabled us to achieve
a significant impact on environmental management, and to a
lesser extent on social reform. We are currently working
primarily in the areas of the environment and adult (particularly
women's) literacy. An underlying theme in our work is to
demonstrate the value of the participatory approach to
development in service design and delivery, rather than the top-
down methods common in most Egyptian organisations. Our
work in both environmental planning and management, and
female literacy, has demonstrated that the participatory
approach can work in Egypt to reduce poverty. The environment
programme has also convinced policy-makers, especially at
local Governorate level, of the importance of integrating these
concerns into mainstream planning. Our work has influenced
the design of other donor projects (particularly the EC, Danes,
Dutch, and the US), and lessons are being taken further afield

(eg Yemen).

Future programme. Our bilateral programme will wind down
over the next few years, in line with DFID's undertaking to
concentrate our resources on the poorest countries. The future
focus of our activities will be to identify areas where DFID
inputs might improve planned EC and other donor programmes,
particularly in the education and environmental sectors, to
contribute to economic growth benefiting all people in a
sustainable way and more equitable human development. \We
are already building on our expertise in environmental
management in Egypt to help the EC develop its €65 million
programme in South Sinai, and are investigating opportunities
for joint work on adult literacy. We will continue work with the
World Bank to support the Nile Basin Initiative (which brings
together Egypt and the other nine basin states to develop win-
win solutions for the use of Nile waters, and stronger regional
trade links), and look for lessons from it for cross-border

environmental issues across the MENA region.”

13 This work is led by within DFID by the Africa Great Lakes and Horn Department

D FID
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IRAQ

Context. The recent conflictin Iraq is the third the country has
undergone since 1980. Conflict, the repression and under-
investment of Saddam's regime, and thirteen years of sanctions
have caused a sharp economic and social decline from the
relatively affluent middle-income years of the late 1970s. While
reliable data remain difficult to obtain, GNI per capita has fallen
dramatically and may now be below $1,000. The majority of
Iragis are entirely dependent for food on the UN Oil For Food
Programme. Maternal mortality has reached levels comparable
with the poorest African countries. The fall of Saddam's Ba-ath
party regime in April 2003 provides an opportunity for new
social, political and economic structures to be developed to
address the huge challenges the country faces, in addition to
meeting the immediate humanitarian and rehabilitation needs
arising from the recent conflict. The security situation remains

a concern.

What other donors are doing. In mid-2003, the major donors
in Iraq are the UN agencies, who have developed a consolidated
programme costing $2.2 billion for 2003, and USAID. USAID has
issued contracts totalling up to $980m over 18 months,
covering capital reconstruction, education, public health and
local governance. The US is likely to remain the largest bilateral
donor in Irag. We are keen to see strong engagement in Iraq
from multilateral donors, especially the World Bank, IMF, UNDP
and the European Commission. Many bilateral donors are
contributing humanitarian funding and have reconstruction
plans; effective coordination of these inputs is an increasing

challenge.

History of DFID engagement. From 1991 until early 2003,
DFID provided more than £100m in humanitarian assistance to
Irag through the UN, Red Cross and non-governmental
organisations, particularly in the north. In response to the 2003
conflict, DFID has committed £198m through these agencies
and bilateral projects to respond to immediate humanitarian
and reconstruction needs, including support to DFID secondees
to the Coalition Provisional Authority and the United Nations.
Particular areas of focus included supporting medical services
and the distribution of supplies; maintaining distribution
arrangements for food; protecting and maintaining water and

sanitation services; and promoting effective international co-

DFID

ordination.

During 2003 DFID has also been playing a role as part of the UK
Government in helping the US and UK meet their obligations as
Occupying Powers under international law, as set out in the
Geneva Convention and Hague Regulations and in accordance
with UN Security Council Resolution 1483. These include
obligations to establish and preserve law and order, ensure
basic civil administration is up and running, and facilitate
delivery of humanitarian aid, pending a progressive handover of
responsibilities to representative Iraqi authorities. DFID has
provided or funded a number of humanitarian staff and other
experts to help the UK military and the Coalition Provisional

Administration fulfil these obligations.

Future programme. DFID will help Iraq reach its development
potential, and secure a stable future where the needs of the
whole population are met equitably and sustainably. In 2003,

initial priorities have been identified as:

® Reducing dependence on emergency assistance as quickly

as possible

e (reating transparent economic, governance and legislative
structures which support broad-based economic
development

e Ensuring the full participation of the Iraqi people -
including women - in defining their own governance
structures

e Ensuring continued delivery of essential public services.

DFID will focus its efforts according to emerging developments
in Irag, and its experience in other post-conflict countries. We
are likely to consider contributions in the areas of economic
management, security sector reform, public administration
reform, and the political transition process. This strategy is

likely to contribute to all four of DFID's regional outcomes.

This approach was set out in more detail in an Iraq Interim
Strategy published in May 2003 (which, with further updates on
our work, can be found at www.dfid.gov.uk). Events in Iraq will
move quickly during the life of this plan. We expect to produce

a longer-term Country Assistance Plan for Iraq in due course.
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JORDAN

Context. Jordan is a small middle-income country, which
attracts high levels of donor funding because of its strategic
significance and vulnerability to external events, rather than its
high levels of poverty. It suffered a series of economic shocks
during the 1990s, including the Gulf War and its aftermath, a
collapse in oil prices, decline in worker remittances and regional
instability. Sanctions imposed on Iraq directly affected Jordan,
whose economy had significant ties to Iraq, particularly for oil
supply. Despite determined efforts to revitalise the economy
since 1999, other regional events (including the aftermath of
9/11, the war on terror and the recent conflict in Irag) have had
a negative impact on Jordan and economic growth has
remained sluggish. The causes of income poverty include both
low wages and unemployment, and although in the past it was
characteristically higher among households in rural areas, more
recently it has shown an increase in urban areas™. Jordan's
government, headed by a monarchy, has a reputation for faster
reform in some areas than other countries in the region. The
Government, aware of the potential political implications of
economic decline and increasing social unrest, has made
substantial efforts to address poverty. Recognising the
particular role of technical assistance, it has sought donor
assistance in planning its poverty strategy, which is built upon
a plan for socio-economic transformation together with a
national poverty alleviation plan.

What other donors are doing. The principal donors working
in Jordan are USAID, the EC, World Bank, GTZ and the UN
(including UNDP and UNICEF). The $250 million per year USAID
programme includes activities in water, health and economic
opportunity (with an exceptional additional US$700 million in
cash in 2003 to counter the impact of the Iraq conflict). The
World Bank's primary involvement is in public sector and
education reform. The EC's MEDA programme is focused on
supporting the EU-Jordan Association Agreement through
inputs in the economic, institutional and social sectors.

History of DFID engagement. DFID's recent modest
engagement in Jordan has focused on support for economic
reform and human development, particularly through capacity
building in education, and pro-poor social policy development
with both government and Jordanian NGOs. Our overall

objective has been to help reduce poverty in a sustainable way
over the medium term. We have sought to achieve this by
helping the Government build its planning and operational
capacity to reduce poverty and social exclusion, supporting the
Government's economic reform process, and deepening our
existing partnerships with multilateral donors'. Some of the
activities we have supported to achieve this objective have
demonstrated solid progress, while others have not been so
successful. Influencing policy is a complex process, but key
requirements would seem to include the commitment of policy-
makers combined with the ability to offer a practical
demonstration of the positive impact of change on particular
groups within society.

Future programme. Our bilateral programme will wind down
over the next few years, in line with DFID's undertaking to
concentrate our resources on the poorest countries. During this
time, Jordan is likely to overcome its vulnerability to external
shocks, stabilise its finances and accelerate reform. Our
remaining activities will support more effective, accountable
and inclusive governance. Qur main bilateral engagement over
the next three years will be in public sector reform, where we
will support the Government in strengthening service delivery -
particularly to the poor and vulnerable - through central
capacity development and pilot initiatives for administrative
reform in individual ministries. This initiative will complement
and support the objectives of the World Bank's Public Sector
Reform loan programme, and is part of a UK commitment to

spend £6m on public sector reform in Jordan.

The other focus of our programme will be on working with the
EC to identify areas where DFID may be able to assist with
planning and preparation of EC programmes. Particular
attention will be given to working collaboratively in assessing
the social and institutional aspects of economic developments.
There are clearly important links between institutional
strengthening for service delivery to the poorest (including
through decentralisation) and the MEDA programme’s objective
of building social capabilities to make the most of new
economic opportunities, which DFID will look for ways to

strengthen.

14 Although now outdated, figures from the last available Household Income and Expenditure Survey (HIES, 1997) showed 11.7% of the population below the official poverty
line of US$1.2 a day. The initial results of the 2002 HIES (not officially published) are predicted to reveal that poverty has deepened within this population group since the

last survey.
15 DFID Jordan Country Strategy Paper, 2000
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PALESTINIAN TERRITORY and UNRWA

Our programme of assistance to Palestinians seeks to help
improve their lives during the process towards statehood. We
provide assistance to the Palestinian Authority, civil society, and
to the United Nations Relief and Works Agency for Palestinian

refugees.

Context. The potential for the Palestinian Territory is
considerable, but conflict with Israel over more than 50 years
has severely constrained economic growth. Following the Oslo
Accords in 1993 and 1995, the area enjoyed a period of relative
peace and prosperity. But since September 2000 there has been
a continuing cycle of violence and closures, which has badly
affected Palestinian livelihoods. Poverty has increased
dramatically with some 60% of Palestinians now living on less
than $2 a day. Almost half the workforce is unemployed and
many families are now dependent on food aid. Families have
sold their assets, borrowed from friends and neighbours and cut
their intake of food. Palestinian refugees throughout the region

are often among the most disadvantaged communities.

The overriding challenge for Palestinians is a just settlement to
the Middle East Peace Process, and the creation of a viable,
democratic Palestinian state. Without peace, the prospects for

economic growth and improved quality of life are negligible.

What others are doing. The major donors are the Arab League
states, the European Community and the USA, together
accounting for over 70 percent of commitments and
disbursements. If EU member states are added to the EC's
contributions, Europe overtook the Arab League to become the
largest donor to Palestinians in 2002 in disbursement terms
(with US$371 million or 35 percent of the total).

One of the many frustrations of the intifada has been the
erosion of the development effort financed by the international
community, and the loss of time, effort and capital associated
with this. With the significant exception of the PA reform
programme, the overwhelming emphasis in most donor work
has moved towards mitigating the impact of the economic and
social crisis. Despite a significant increase in donor

commitments from 2001 to 2002, commitments to

infrastructure and medium-term capacity building continued to
decline.

UNRWA's annual budget, and the intifada-related emergency
appeals for the West Bank and Gaza, are funded by voluntary
contributions. The European Union (EC plus member states) and
the US are the largest contributors accounting for two-thirds of
needs. A core group of donors provides complementary
technical assistance and project funding to support UNRWA's

efforts in seeking greater effectiveness and efficiency.

History of DFID engagement. Along with the rest of the
international community DFID re-engaged significantly in the
period immediately after the Oslo accords, when Israel granted
the Palestinians a degree of autonomy, and allowed the creation
of the Palestinian National Authority. Prior to that, development
partnerships were exclusively with Palestinian civil society, and

the Israeli government provided basic government services.

Since Oslo, expenditure on our bilateral aid programme to the
West Bank and Gaza has grown from £3m to over £20 million
in 2003/4. We have funded a range of development initiatives
to help the PA build its capacity as an efficient and accountable
government, while also promoting the development of a vibrant
civil society. Our assistance has predominantly focused on
institutional strengthening and capacity building rather than
the development of infrastructure. Since October 2000 we have
responded substantially to urgent needs arising from the

intifada.

We have provided core funding for UNRWA since its creation
shortly after the 1948 war and the exodus of Palestinian
refugees from their homes in what is now Israel. Over the last
five years we have developed a positive and productive
partnership that encourages UNRWA to increase its
effectiveness and efficiency’™ UK annual contributions have

risen commensurately.

Future support. As a result of the escalating conflict the
international development effort has concentrated more
assistance on shorter-term support for the immediate needs of

the PA and Palestinian refugees. The International Financial

16 DFID Institutional Strategy Paper, Working in Partnership with UNRWA, November 1999
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Institutions and the EC have played a lead role in determining
and supporting strategic responses as the conflict has
deepened. Key activities have included EC budgetary support for
the PA and employment generation and basic services support
programmes. But despite the short-term pressures, efforts have
been maintained to ensure that longer-term capacity and
institution building continues. Consensus exists that this twin-
track approach is essential; to provide immediate needs, and
maintain medium term development efforts in anticipation of
peace and statehood. It is equally clear that there is no
humanitarian solution to the current suffering of the
Palestinian people. Only a political solution will provide the

environment to reverse the severe social and economic decline.

Our programme will remain responsive to the changing
political, social and economic environment. Various scenarios
have been considered based on which the likely balance of our
programme will be assessed. Support for the implementation of
the internationally backed Roadmap to Palestinian statehood is

a key current priority. We are developing programmes with the

D FID

Palestinian Authority in Public Administration and Civil Service
Reform, providing support for the civilian police force, and have
agreed a further three years of funding for the Negotiations
Support Unit. But we are guided too by Palestinian emergency
investment plans and the priorities they set for the urgent

needs of the people.

We remain committed to support UNRWA in alleviating the
plight of Palestinian refugees, whose future is a key issue within
the Peace Process. We will continue to work closely with
UNRWA and international partners to help ensure appropriate
levels of support, to encourage strongly UNRWA's institutional

reform, and to improve its effectiveness.

A Country Assistance Plan for DFID support to Palestinians is
being prepared in parallel with this document, and will be
finalised later in 2003.
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YEMEN

Context. Yemen is the only low-income country in the Middle
East and North Africa, with social indicators reflecting very low
levels of human development. The country is ranked 148 out of
175 countries in the 2003 Human Development Index. The
poverty level in Yemen is high (GNI per capita of US$450 per
annum, 16% of population below US$1 a day and 45% below
US$2 a day”) and the challenges facing Yemen in addressing
poverty are great. Examples include female primary school
enrolment and completion rates™ and adult illiteracy rates™
which are among the worst in the world, as are infant and
maternal mortality rates®. The fertility rate is also one of the
highest in the world”, but prevailing gender inequalities have
led to gender being omitted as a development issue in national
plans and strategies. Lack of water contributes to the high
poverty level. Gender inequalities are widespread but have not
been thoroughly addressed in national plans. Yemen is one of
the most democratic countries in the Middle East, with fair and
free elections successfully concluded again in April 2003.
However some groups feel excluded from the political process,
reflected in the localised conflicts and terrorist activities seen in

some areas.

Yemen has a long history of conflict and civil war that
continues to threaten development. Although general levels of
security have improved since September 2001, it remains
difficult to operate in some of the poorest areas of the country
that have traditionally been outside central government
control. This is at present a serious constraint on donors
seeking to respond to the country's needs - and is at the heart

of the development challenge in Yemen.

The Government of Yemen's Poverty Reduction Strategy Paper
(PRSP) was approved by the World Bank and the IMF in mid-
2002. The donor community is committed to supporting its

implementation. The PRSP targets four key areas for support -

achieving economic growth, human resources development,
improving infrastructure, and ensuring social protection. Of the
key issues for Yemen's development plans over the next three
years, the most critical is a decline in oil revenues, predicted to
begin in 2005 as resources start to run down. The impact may
be accelerated if there is a sharp decline in oil prices as Iraqgi oil
production increases. Access to water by poorer communities
and the availability of water for economic growth is a potential
constraint. Any decline in remittances from Yemeni workers
abroad would have a direct impact on household incomes.
Development of the coastal areas, although perceived as a key
source of future economic growth, may be more difficult as a
result of the negative impact of terrorist actions and regional
conflict on shipping revenues. Further constraints include the
high level of corruption throughout government and low levels
of human capacity. Recent proposals to devolve power to local
councils could offer an opportunity to bring about more
accountable government acting in poor people's interests. But
there are many challenges facing this decentralisation process

that may act as barriers to progress.

What others are doing. The largest bilateral donor is Saudi
Arabia. Among OECD countries, the growing US programme will
be the biggest in 2003. The Dutch and the Germans also have
significant programmes. Prominent amongst the multilateral
donors are the World Bank and the Islamic Development Bank,
the EC, and UN agencies including UNDP, UNICEF, and WFP.
Donor co-ordination has improved since the PRSP process got
underway, helped by the smallness of the donor community.
Civil society is also active in Yemen - there are a large number
of local NGOs, and a few international NGOs with health,

education, agriculture and water programmes.

History of DFID engagement. Over the past five years our

objective has been to provide support that works closely with

09/ 03

17 Data from World Bank World Development Indicators (2003) unless stated otherwise

18 Gross primary enrolment rate in 2000 was 52% for girls compared with 81% for boys, while the retention rate was 33% for girls compared with 68% for boys (Ministry of
Education 2002).

19 llliteracy among adult females is 74.7% compared to 32.5% for males (Global Education for All Monitoring Report 2002)

20 Under 5 mortality in 2001 was 107/1000 live births, maternal mortality 850/100,000 in 1995

21 6.2% in 2000 but higher in rural areas (World Bank Development Data 2000)

22 Per capita share of water in Yemen is less than 2% of world average. Recoverable water is currently estimated around 2.5 billion m3, but total water usage is around 3.4
billion m3 and rising (Poverty Reduction Strategy Paper 2002)
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the wider reform agenda to ensure strategic, well-targeted and
effective inputs.” We have sought to achieve this by focusing
our small programme on supporting the Government's
economic and financial reforms, in co-operation with the IMF
and UNDP. Such an approach has proved worthwhile, in spite
of the fact that this is a complex and difficult policy area, and
progress has been slow. Capacity building and institutional
strengthening to improve Yemen's rudimentary financial
systems are prerequisites for successful PRSP implementation,
most notably in the Government's ability to deliver effective
and efficient basic services, especially in health and education.
Our ongoing support for strengthening economic and financial
management will be an important part of developing an

effective means of implementing and monitoring the PRSP.

Future programme. Our priorities will be to contribute towards
more equitable human development and more effective,
accountable and inclusive governance. We plan to continue
supporting the PRSP process by working with other donors and
civil society to strengthen its impact through monitoring and
evaluation, as well as looking at ways to enhance the quality of
programme delivery. More specifically, we will support the PRSP
by developing programmes in basic education and possibly
reproductive health. In line with our regional objectives, we aim
to strengthen the basis of our relationship with multilateral
donors, particularly the EC and World Bank, and will look for
opportunities for collaboration on programmes through co-

financing, and carefully targeted technical assistance.

Basic education provision in rural areas of Yemen is particularly
weak, especially for girls. There are significant links between
the level of poverty among rural women and high birth rates in
these areas, where high illiteracy rates are one indicator of
poverty. The PRSP places emphasis on the importance of
getting girls into school, as well as the need for reform in the
education sector in general. The PRSP also puts an emphasis on
the importance of raising awareness of population issues
alongside improving maternal and child healthcare. Difficulties
of access to health clinics by poor rural women and shortage of
female healthcare workers exacerbate these problems. An
important element of our policy engagement in human
development could be to promote social protection measures
that make a contribution to the reduction of poverty, and to

social inclusion.

DFID's bilateral programme to Yemen will increase substantially
over the next three years. We will need to manage this
expansion carefully given possible restrictions on visiting the
country and continuing security concerns. A greater
understanding of conflict and terrorism will be needed to
ensure our programmes (and those of other donors) help
address the root causes and reduce the likelihood and impact of

conflict.

We expect to prepare a full Country Assistance Plan for Yemen in
late 2004.

23 DFID Yemen Country Strategy Paper, 2000
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OTHER COUNTRIES

We will review the DFID-supported Small Grants Schemes for
Lebanon and Syria (run by the British Embassies in Beirut and
Damascus) in 2003/4. Our support to UNRWA includes activities
with Palestinian refugees in Lebanon and Syria (as well as the
Palestinian Territory and Jordan). We have provided limited

support to NGOs working with Iraqi refugees in Iran.

We have no plans to provide direct assistance or establish a
DFID presence in any other country in the region (although we
may provide ad hoc humanitarian assistance to any country
facing severe emergency needs). We will increase our
knowledge of one or two poorer countries - perhaps Syria or
Morocco - whose progress or significance could inform how we
work with other donors and other parts of the UK government
to implement this strategy. We will explore how we can support
the efforts of countries like Tunisia to promote lessons learned

from their own experiences elsewhere in the region.

The UK Foreign and Commonwealth Office (FCO) takes a strong
interest in many of the themes in this paper in countries
throughout the region, including the richer ones where DFID is
not engaged. We will develop and maintain a dialogue with
British Embassies in poorer countries across the region, and
work with FCO colleagues on links between this strategy and
their own plans to support economic and political reform
throughout the Arab world through the FCO Global
Opportunities Fund.

DFID
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F. Implementing the strategy

F1 To implement this strategy DFID is increasing and realigning the financial and human resources it allocates to the region. Future

DFID bilateral spending plans are (in £m):

YEAR 2001/2 2002/3 2003/4%* 2004/(5 2005/6 2001 (a) Total
COUNTRY (spent) (spent) (plans) (plans) (plans®) all donors
West Bank/Gaza®
UNRWA 25.4 18.8 19 15 15 246
Iraq 7.8 18.8 2107 tbe tbe 85%
Yemen® 2.2 2.1 4 6 10 296
Egypt® 2.2 2.2 3 2 2 871
Jordan 4.6 3.0 3 3 2 300
Regional 0.2 0.2 0.5 1 1 -

Sources: DFID Statistics on International Development, 2003 (provisional). NB Figures do not include debt relief.
except (a): Geographical Distribution of Financial Flows, OECD DAC

F2 These plans reflect i) the urgent priorities in Iraqg, ii) Fa DFID's Middle East and North Africa Department

F3

Yemen's status as the only low-income country in the
region, iii) a continuing commitment to the Palestinian
people, including where necessary to additional
emergency needs arising from the intifada and
opportunities to support the Middle East Peace Process,
and iv) a reorientation of our small bilateral
programmes in Egypt and Jordan into a regional
approach supporting the work of other donors,

particularly the EC.

In addition, DFID contributes the UK share towards EC,
World Bank and UN spending in the region. In 2002, the
EC spent almost 1 billion euro in the Middle East and
North Africa, of which the UK share (about 19%) was

F5

(MENAD) will take the lead in implementing this
strategy, working closely with DFID's Irag programme,
Conflict and Humanitarian Affairs Department,
Information and Civil Society Department (who support
some UK NGOs' work in the region), European Union
Department and other relevant departments. We will
coordinate our spending activities and political dialogue

with those of the FCO in the region and London.

We will develop indicators to measure the success of
our implementation of the strategy in the countries
where we have our largest programmes, based where
possible on national development outcomes. We will

review the success of our regional analytic and

approximately 190m euro, or £130m. influencing work after a year.

24 Plans for 2003/4 and future years rounded to nearest £0.5m, and include only regular programmed assistance, not humanitarian or debt relief.
25 Plans for 2005/6 are provisional.

26 In 2001/2, 2002/3 and 2003/4 spending plans for West Bank/Gaza and UNRWA have been supplemented by additional contingency resources made available in-year in
response to emergency needs and MEPP priorities. In 2003/4, the breakdown between West Bank/Gaza and UNRWA is still indicative.

27 Published plans for 2003/4 (E6m) have been supplemented by an additional £84m of DFID's own resources (of which £10m was committed in March 2003), and £120m
from the Treasury central reserve in response to humanitarian needs during and following the conflict. As of 10 September 2003, £198m of this £210m has been
committed, mainly to humanitarian agencies. The Treasury has set aside a further £60m for relief and reconstruction, which has not been allocated to DFID. Plans for
future years are yet to be confirmed.

28 In July 2003, international pledges for humanitarian and other assistance for Iraq were £1.4bn.
29 In DFID's published aid framework, Yemen allocations were recorded under the regional line in 2001/2 and 2002/3
30 In DFID's published aid framework, Egypt and Jordan are included in the regional line in 2003/4 and subsequent years
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F6

DFID

Unlike most other DFID geographical departments,
MENAD will remain based in London in the short-
medium term. This allows us to work closely with
colleagues from other government departments, and to
ensure the flexibility to work across several countries
and develop a regional agenda with a relatively small
core staff. However we will continue to strengthen our
presence in the region, including through the
recruitment of more local professional staff. We will
expand our small office in Jerusalem, are increasing our
presence in Baghdad and Basra as circumstances
permit, and are gradually building up staff in the British
Embassy in Sana'a. We will maintain one or two staff in
Amman and Cairo. We will also increase our

professional advisory capacity in London.

F7

F8

In the medium term we will look at the options for
delegating more authority to our in-country offices and
further increasing staffing levels there, to ensure we
remain sufficiently flexible to respond to changing
circumstances and coordinate effectively with our
partners and other donors locally. We will also explore
whether it would be possible to move MENAD, or parts

of it, to the region.

In the long term we hope that, subject to an absence of
conflict, four of the five countries where we currently
have programmes will graduate from most DFID
assistance during this decade. The exception is Yemen,
which is likely to need substantial donor support for

many years.
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Annex 1 - Risk analysis

RISK IMPACT PROBABILITY MITIGATION OPEN TO DFID

Countries in region
resent what they
perceive as the
imposition of a
western political
agenda.

High Reduced willingness of
Arab countries to engage in
constructive dialogue on
development issues with
donors.

Medium Continuing perception by
some countries in the region that US
and others taking insufficient account
of their views, for reasons of self-
interest.

DFID becomes directly engaged in
increased diplomatic efforts. Greater
openness and sensativity. More and
closer consultation.

Iraq remains
destabilised due to
flawed or incomplete

Medium Continuing instability
in the region. Increased
migration, reduced livelihoods

Medium In short-medium term,
military and donor support likely to
ensure stability. Internal parties and

DFID contribution to large-scale,
ongoing, military, political and donor
effort to re-establish and underpin

Peace Process.

Palestinian territories, and
generally throughout the
region through terrorist
networks. Inability or
unwillingness of governments
in the region to focus on
other pressing issues,
including those related to
development.

parties appear to have varying levels
of commitment to implement the
proposals set out under the Roadmap.
International community unable
effectively to influence parties.

reconstruction opportunities, damage to groups to be accommodated in security, governance structures,
process. infrastructure, lower growth, political structures. Longer-term accountability and respect for the rule
lower foreign investment, prospects will depend on the of law.
skewed government spending inclusivity and sustainability of
on security measures. process.
Western involvement
discredited.
Failure of Middle East | High Continued violence in High Domestic and international Continued DFID support to Palestinian

reform agenda. Continuing input into
diplomatic efforts.

External shocks, in the
form of declining
world oil prices, and
ongoing regional

Medium Economic growth
stagnates, incomes decline,
poverty increases. Reform
agendas derail.

High Strong impacts already evident
in the tourist sectors, and in levels of
foreign direct investment. Failure of
the MEPP process and increased

DFID plays part in diplomatic process,
and engages in security sector reform.
Plays constructive role in World Bank
and IMF to encourage appropriate

governments in the
region to commit to
economic, social or
governmental reform.

increased poverty and
inequality.

patchy commitment to reform. Vested
interests of ruling elites remain.
Continuing US financial and military
support and income from oil, cushion
governments from the need to
implement reforms.

instability. regional tensions due to war in Iraq policies to mitigate effects.
likely to further undermine
international confidence.
Failure of High Reduced growth, Medium Historically there has been Main focus of DFID regional strategy.

Identify, support, and work through
drivers of change. Dialogue with
recipient governments and other
donors. Realistic agenda adopted by
DFID and others, sensitive to the
socio-political and historical context
of the region.

Volume and type of
development finance
for the region remains
inappropriate in terms
of regional income
levels, and reform
objectives.

Medium Poor utilisation and
targeting of some donor
funds. Ready availability of
grant aid will not provide the
right incentives for reform.

High Difficult for some donors to
separate political and developmental
objectives. Competing pressures —
migration, security, agriculture vs.
wider developmental agenda.

Carry out survey of aid effectiveness in
the region. Encourage other donors to
carry out objective evaluations, and
utilise lessons learned in developing
new programmes. Press for closer
harmonisation of EC policies (e.g.
trade, migration, development).

Failure to integrate

Medium Increasing inequality.

Medium Region not performing well

Identify incentives for reform.

vulnerable groups Resentment leading to on a number of inequality/rights Work closely with drivers for change.
effectively into internal conflict, reduced indices highlighted in the Arab Human | Support for reformers, encourage cross
mainstream investment. Development Report. Gender regional learning networks leading to
development efforts. inequality remains particularly acute. replication of best practice around the
Governments fail to While governments have expressed region.
uphold their human interest in effecting change, serious
rights obligations. challenges remain.
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Annex 2 - Consultation process

The process for the production of the Regional Assistance Plan was:

November 2002.

January 2003.

February-April 2003.

May 2003.

June 2003.

July 2003.

Departmental retreat to brainstorm ideas, agree the main areas of focus, and sketch out timetable and

process for writing.

External consultant engaged to carry out work on lessons learned. Involved interviews with staff and

partners in UK and selected countries in the region.
First drafting of paper. Some discussion of new areas of work with external partners.

Draft paper circulated within DFID, and discussed with FCO, for initial reactions. Outline discussed informally

with European Commission and World Bank. Comments incorporated in draft submitted to DFID Ministers.

Following Ministerial endorsement of broad approach, paper circulated widely for formal public consultation
and feedback. Consultations with key government, civil society and donor contacts in Egypt, Jordan, Yemen
and Palestinian Territory. Minister of State personally sent copies to over 100 interested Members of
Parliament. Discussions with several FCO departments, MoD and HMT. Views invited from British Embassies
in region. Seminar with UK civil society (including regional experts, academics, and NGOs) at Royal Institute
of International Affairs. Discussions with World Bank, IMF and US Government in Washington, DC. Draft put

on DFID website. Several written comments received.

All-day seminar in London with EC representatives, to review draft and develop ideas for working together

more closely. Revised paper submitted to Ministers.

DFID

e 09/ 03



