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Good performance on strategic approach and supporting multilateral finance,
but a mixed record in the delivery of bilateral programmes

DFID’s transport and urban infrastructure work supports its strategic priorities of promoting prosperity,
tackling extreme poverty and strengthening resilience in developing countries. DFID has clearly identified
its niche in the sector, including the provision of technical assistance and policy advice and its flexible use
of grants to leverage other sources of funding. Its investments are selected and designed so as to support
economic growth. However, it lacks a systematic approach to inclusion: while some programmes specifically
target the poorest and most marginalised groups, its growth-focused bilateral programmes do not pay
enough attention to enhancing benefits for the poorest, women or people with disabilities.

We find considerable variation in performance across DFID’s portfolio. Most programmes eventually
delivered their outputs, but with frequent delays and implementation challenges and mixed performance
at outcome level, often linked to unrealistic timetables and targets. DFID’s technical assistance has helped
national counterparts achieve their objectives, but DFID could be doing more to tackle deep-seated
governance challenges in the sector. DFID relies on its multilateral partners to implement appropriate social
and environmental safequards, including protecting beneficiaries from harm. While the department has
worked actively at the global level to strengthen multilaterals’ safequarding policies, it is not active enough
in ensuring there is adequate implementation capacity in-country.

Value for money is managed appropriately across the portfolio, through economic appraisals and monitoring
of costs. However, DFID’s short programme duration, compared to the time required to design and build
major infrastructure, creates value for money risks.

DFID has been broadly successful at helping partner countries access and make better use of other sources
of finance, including by funding project preparation costs. It is the major funder of the Private Infrastructure
Development Group, which has stimulated private investment for infrastructure in developing countries.
DFID’s research partnerships with the multilateral development banks have been strong and have helped
raise standards and practices across the sector. DFID and other UK departments are increasingly engaging
with China to improve its infrastructure funding practices, but DFID could be doing more to help partner
countries understand the full costs of China’s transport and urban infrastructure finance.

Individual question scores

Question 1
Relevance: Does DFID have a coherent approach to promoting economic GREEN/
development and poverty reduction through transport and urban AMBER

infrastructure development?

Question 2
Effectiveness: How effective are DFID’s bilateral transport and urban A
infrastructure programmes?

Question 3
Effectiveness: How well does DFID use bilateral aid to enhance the GREEN/
effectiveness and value for money of multilateral infrastructure finance? AMBER
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Executive Summary

Transport and urban infrastructure are key ingredients for economic growth and poverty reduction. Rural
roads and bridges give poor people access to vital public services and markets to sell their goods, while
highways, railways and ports link economically deprived areas to national and regional trading opportunities
and can help reduce the prices of goods for consumers. Cities in developing countries will gain almost two
billion new residents in the next two decades, putting urban infrastructure — including public transport, waste
management and energy supply — under enormous strain. Growing cities can be engines of economic growth,
but without well-planned infrastructure they can generate poverty and deprivation. At present, experts

agree that investment in transport and urban infrastructure in developing countries falls well below the level
required to support economic growth and achieve the Sustainable Development Goals.

This review examines DFID’s bilateral programming on transport and urban infrastructure, which over 2015

and 2016 consisted of 57 programmes with combined budgets of £3.9 billion. Compared to the multilateral
development banks, which between them provide over £15 billion in transport infrastructure loans each year,
DFID is not a major funder of transport infrastructure and usually prefers to leave the funding of large capital
projects to others. However, it does invest directly in infrastructure where other sources of finance are limited.
It also helps its partner countries to strengthen their policies and institutions for infrastructure development
and to access other infrastructure finance.

The review looks at whether DFID has a coherent overall approach to its transport and urban infrastructure
work. It then assesses the effectiveness of DFID’s support for transport and urban infrastructure development
in partner countries, and how well it uses bilateral programmes to enhance the effectiveness and value for
money of other sources of infrastructure finance. We chose a sample of 13 projects (a third of DFID’s transport
and urban infrastructure portfolio by value) for detailed review, visiting three countries — Uganda, Kenya and
Pakistan — to interview stakeholders. The sample includes programmes that invest directly in infrastructure,
support for policy and institutional development, research programmes and initiatives that help mobilise other
sources of infrastructure finance.

Does DFID have a coherent approach to promoting economic development and poverty reduction
through transport and urban infrastructure development?

DFID’s approach to infrastructure is set out in its 2015 infrastructure strategy. It invests in transport and urban
infrastructure for a range of purposes in different contexts. We find that its portfolio supports three of the four
strategic objectives in the UK aid strategy, namely:

« Promoting global prosperity, through efforts to fill strategic infrastructure gaps, promote regional
transport infrastructure, build national capacity and mobilise more finance for infrastructure.

» Tackling extreme poverty and helping the world’s most vulnerable, including through building
community-based infrastructure for remote communities and promoting road safety standards.

« Strengthening resilience and response to crisis, through reconstruction of infrastructure in
conflict-affected areas and investments designed to increase resilience to climate change, especially
in urban areas.

DFID has also identified urban infrastructure as a new priority, in recognition of the central role of cities and
towns in economic growth and poverty reduction and the accelerating impacts of climate change. Though a
challenging area of work, this addresses an important need.

We find that DFID has a clear approach to selecting transport and urban infrastructure investments that
support economic growth. In Pakistan, it is investing in highways that link more deprived areas to wealthier
provinces, as well as leveraging further investment for infrastructure, fuelling economic growth. In East Africa,
DFID is investing in border crossings, port facilities and customs processes, in order to facilitate regional trade.
In Uganda, where the government had prioritised transport but was paying too much for road construction,
DFID employed an innovative approach to overcoming bottlenecks in the construction and finance sectors, to
bring down costs. DFID also has a clear rationale for its emerging focus on urban infrastructure, linked to the
potential of well-managed cities and towns to act as growth hubs.




We find the approach to poverty reduction and the inclusion of women and marginalised groups to be
inconsistent. In our sample, there are a number of investments and research programmes that directly target
the poor and marginalised groups. These include a programme designed to reduce the isolation of remote
communities in western Nepal and a research project exploring how to bring down the global toll of road
accident deaths, which disproportionally affects the poor. The portfolio also shows a clear geographical
focus on the poorest states and areas within states. However, for those programmes focused specifically on
economic growth, insufficient consideration is given to enhancing poverty reduction and meeting the needs
of women, people with disabilities and other marginalised groups.

DFID has clearly identified its areas of comparative advantage, fitting alongside the multilateral development
banks and other development partners. These include its strengths in policy dialogue, research and
institutional reform, its relatively high risk appetite and its ability to provide flexible grant finance. We found
that its infrastructure work generally matches the areas of focus identified in its infrastructure strategy. DFID
has also identified urban infrastructure as an area where it would like to build its portfolio. It has been using
centrally managed programmes to provide country offices with additional technical capacity in this area.
While useful, this is only a partial solution to boosting the department’s capacity to deliver complex urban
infrastructure programmes. DFID country offices still need the capacity in-house to manage stakeholder
relationships and oversee complex programmes.

We find a number of gaps in DFID’s infrastructure strategy. It does not consider how DFID’s bilateral
programmes fit alongside those of its development finance institution, CDC, or of other UK aid-spending
departments. It does not assess the implications for developing countries of the growing importance of
Chinese infrastructure finance, including its impact on quality standards and debt sustainability. We would also
expect to see DFID’s investment choices in particular countries underpinned by more detailed analysis of the
extent and causes of gaps in key infrastructure.

Overall, we award DFID a green-amber score for relevance, for the clear strategic alignment of its transport
and urban infrastructure work to its strategy and to its partner countries’ infrastructure needs, and for some
strong programme designs. However, its approach needs to improve in a number of areas, particularly on
inclusion.

How effective are DFID’s transport and urban infrastructure programmes?

In this section, we look at the effectiveness of DFID’s investments in transport and urban infrastructure in its
partner countries. We find considerable variation in performance across our sample, both within and between
programmes. Most programmes eventually delivered their planned activities and investments (‘outputs’), but
with frequent delays and implementation challenges. The programmes have had mixed success at achieving
their intended results (‘outcomes”):

«  The Rural Access Programme in Nepal has constructed 97.5km of new roads and maintained 2,200km
of existing roads, improving all-weather access for 2.1 million people and creating employment for
8,100 people on road construction and maintenance. It delivered well on both output and outcome
targets.

« A post-conflict reconstruction programme in Pakistan rebuilt 66 bridges that had been destroyed by
flooding and conflict, used daily by 67,000 pedestrians and 36,000 vehicles. However, it was subject
to delays caused by adverse weather and the low capacity of local authorities.

«  The TradeMark East Africa programme invested in improvements at the port of Mombasa, Kenya,
significantly reducing the time required to import and export goods through the port. However, the
expected increase in trade volumes has not materialised. The programme has refocused its activities
on bringing down the costs of trade.

«  The multi-donor Afghanistan Infrastructure Trust Fund struggled to spend its funds effectively,
due to a range of factors including the insecure environment, poor coordination with donors,
contracting challenges and a limited pool of suppliers. DFID eventually had to recover £26 million in
unused contributions.




This mixed pattern of results reflects the fact that transport and urban infrastructure programmes are complex
to deliver and prone to a range of risks, often linked to dependency on other actors. The mixed picture also
shows that DFID needs to manage delivery risks more actively, assign realistic timelines for complex projects
and deploy staff with sufficient experience in the sector to intervene and resolve problems when they occur.

Developing sustainable transport and urban infrastructure often requires changes to national policies and
institutions. DFID’s approach to technical assistance has been effective in helping counterpart agencies
address practical challenges, but is less suitable for addressing deep-seated institutional problems. Within
our sample, the CrossRoads programme in Uganda was the most ambitious attempt to tackle corruption
and vested interests in the transport sector. It succeeded in introducing various innovations, including new
policies, improved procurement, new vocational training programmes and a construction guarantee fund
to encourage Ugandan banks to lend to local contractors. It achieved significant reductions in the cost of
maintenance works and a 30% increase in national funding for road maintenance. This was a good example
of politically informed technical assistance, even though changes to the wider external political environment
have threatened the sustainability of some of its results. Beyond this programme, we find that DFID could be
doing more to address governance challenges in transport and urban infrastructure.

In the infrastructure sector, ‘safeguarding’ refers to the protection of communities and the environment
from inadvertent harm, for example through acquisition of land, road accidents, unsafe work practices or the
disruption of ecologically sensitive habitats. This also includes protecting vulnerable people from sexual abuse
and exploitation, which is a risk in infrastructure projects given the concentration of unaccompanied men at
work sites. DFID’s practice is to rely on the safeguarding policies of its multilateral partners. It has worked with
them in recent years at the central level to strengthen their policies. However, implementation at country
level can be very challenging — as demonstrated by serious safequarding lapses on a World Bank project in
Uganda in 2015 (see Box 11). Although DFID was not funding this project, the case highlighted poor practices
on safeguarding within the sector. We find that DFID is not active enough in ensuring that the multilateral
development banks and their national counterparts have adequate systems and capacities in place to
implement safeguard policies at country level.

Compulsory acquisition of land from citizens, with compensation, is a significant challenge for infrastructure
projects, particularly in urban areas where land prices are high. It comes with human rights risks, including
forced displacement of poor communities and infringement of women'’s rights, and is a significant cause of
delay for projects. DFID relies on national governments to resolve these issues but, as the World Bank found
in Uganda, they often lack the capacity to do so. DFID’s transport and urban infrastructure work would benefit
from boosting their capacity to provide specialist assistance in this area.

DFID has an active approach to managing value for money across the portfolio. It assesses the likely economic
return on each programme in its business case. We found that these analyses were generally adequate,
although they would be strengthened by a more standardised methodology which would improve their

rigour and subsequent usefulness for performance monitoring. DFID also tracks value for money indicators
over the life of each programme. However, there is a mismatch between the eight to ten years typically
required to design and implement infrastructure programmes and the usual three-to-five-year length of

DFID programmes. This creates unrealistic time pressures, with the risk that key processes such as community
consultation are truncated, as occurred in one of our sample programmes. It also means that funds may not be
disbursed or investments completed until after DFID’s programmes have closed, which reduces DFID’s ability
to monitor value for money and learn lessons.

Overall, we find that the mixed pattern of results across the portfolio and inadequate monitoring of
safeguarding practices merits an amber-red score for effectiveness.

How well does DFID use bilateral investments to enhance the effectiveness and value for money of
multilateral and other infrastructure finance?

A key part of DFID’s transport infrastructure portfolio is helping partner countries access and make better

use of other sources of infrastructure finance. It uses grant funding to help partner governments cover the
costs of preparing projects and assembling complex financing details — particularly for regional infrastructure
programmes in Africa. DFID is also the largest donor to the Private Infrastructure Development Group, a global




initiative that works to overcome barriers to private investment in infrastructure in developing countries. The
initiative has enjoyed considerable success, raising £23 for every £1invested, with the largest share coming
from the private sector.

DFID invests in research on transport infrastructure to promote knowledge on cross-cutting issues, such

as road safety, and to influence standards and practices across the sector. It has a number of knowledge-
based partnerships with the World Bank, linked to developing the capacity building of national governments
to make greater use of research findings. We find that the work has been very successful. The Global Road
Safety Facility, based at the World Bank, has developed new standards and approaches on road safety

issues, influencing both the World Bank (which in 2015 made road safety a mandatory component of all road
projects) and partner country governments. The Research for Community Access Partnership develops low-
cost solutions for rural roads, and we found evidence of resulting uptake of new road standards by national
governments in several DFID partner countries. It has also conducted research into the transport needs of
women and people with disabilities.

China’s growing importance as a funder of infrastructure offers potential benefits to developing countries

but also carries risks around debt sustainability and sometimes lower technical, social and environmental
standards. The UK engages with China on infrastructure finance in various ways. It is a founding member of
the new China-led Asian Infrastructure Investment Bank, through which it hopes to influence construction
standards and safeguarding policies. It also engages with the Chinese government through the G20 on

debt sustainability and environmental standards. In Uganda, we were told that a DFID programme (outside

our sample) was working with the ministry of finance to help it understand the full economic cost of its
infrastructure finance. However, there is scope for DFID to do more to help its partner countries become more
sophisticated consumers of infrastructure finance.

Overall, we find that DFID merits a green-amber score for its influencing efforts with multilateral banks, its
investments in project preparation and finance facilities and its high-quality research work.

Conclusions and recommendations

We offer a number of recommendations to help DFID strengthen its transport and urban infrastructure work.

Recommendation 1

In the continuing development of its infrastructure strategy and guidance, DFID should address the need for
the following:

i.  amore rigorous approach to project selection and clear expectations around economic analysis, with a
range of tools and approaches

ii. astrongfocus on identifying and addressing governance and market failures that inhibit sustainable
infrastructure development

iii.  realistic timetables and how to manage investments lasting beyond a single programme cycle
iv. stronger programme supervision and risk management processes

v.  amore systematic approach to enhancing impact on poverty reduction and ensuring the inclusion
of women, people with disabilities and marginalised groups, including monitoring intended and
unintended impacts on target groups.

Recommendation 2

When funding infrastructure through multilateral partners, DFID should ensure that there are adequate
safeguarding systems and the capacity to implement them in place at country level (including in national
counterpart agencies), and verify that this remains the case throughout the life of the programme.




Recommendation 3

To improve its ability to manage complex infrastructure programmes, particularly urban programmes, DFID
should give its centrally managed programmes a stronger role in supplementing its in-country infrastructure
advisory capacity. This might include embedding experts into country offices during the design and
inception phases of new programmes, and providing additional support as needed throughout the life of the
programme on specialist issues such as land acquisition and safeguarding.

Recommendation 4

DFID should clarify how it will work with China and other new donors on infrastructure finance, and prioritise
helping partner countries become more informed consumers of infrastructure finance.




1 Introduction

1.1 Transport and urban infrastructure are key ingredients for promoting economic growth and poverty
reduction. In rural areas, local roads allow poor communities to access public services, such as health

and education, and to bring their agricultural produce to market. Major transport infrastructure,
including highways, railways and ports, helps to expand trade, make business more productive and
reduce prices for consumers. Cities and towns in developing countries are growing rapidly, placing
strains on existing infrastructure. Cities that are well served with infrastructure can become engines of
inclusive growth, but if they are poorly planned they can exacerbate poverty and deprivation.

1.2 Globally, rates of investment in infrastructure fall well short of the level required to sustain quality of
life and economic growth, especially given the impacts of climate change and rapid urbanisation. The
World Bank estimates that an additional trillion dollars of annual investment is needed in developing
countries to sustain existing economic growth rates.! The Sustainable Development Goals (SDGCs)
call for the development of resilient infrastructure, including improved road safety and better urban
transport (see Box1).

Box 1: Infrastructure and the Sustainable Development Goals

The Sustainable Development Goals (SDGs), also known as the Global Goals, are a universal call to
action to end poverty, protect the planet and ensure all people enjoy prosperity and peace. Transport
and urban infrastructure will play a vital supporting role in achieving many of the SDGs.
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SDG 1: end poverty in all its forms everywhere aims to tackle poverty through economic growth
and universal access to basic services. Improvements in transport and urban infrastructure
serving the poorest will be vital to achieving this. Goals 3 and 4, on health and education, also
imply the improvement of transport infrastructure for the underserved.

SDG 9: build resilient infrastructure, promote inclusive and sustainable industrialisation and
foster innovation calls for affordable and equitable access for all to infrastructure. This includes
indicators assessing access to all-weather roads and the growth of passenger numbers for
different modes of transport.

SDG 11: make cities and human settlements inclusive, safe, resilient and sustainable calls for
inclusive and sustainable urbanisation. It seeks improvements in infrastructure planning in urban
areas on issues such as waste management, transport, climate change mitigation and adaptation
and resource-efficiency.

SDG 12: ensure sustainable consumption and production patterns. Target 12.7 is about
sustainable procurement practices and policies, a key element in efforts to improve transport
and urban infrastructure.

SDG 13: take urgent action to combat climate change and its impacts. To support adaptation
and mitigation, existing and future transport and urban infrastructure will have to be
reconfigured.

SDG 17: strengthen the means of implementation and revitalise the global partnership for
sustainable development. Partnerships between regional bodies, international organisations
and multilateral development banks as well as public-private partnerships will become
increasingly important as a way of delivering transport and urban infrastructure.

Global Infrastructure Facility, World Bank, October 2014, link.
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1.3 This is a review of DFID’s bilateral investments in transport and urban infrastructure, which over
2015 and 2016 consisted of 57 programmes with combined budgets of £3.9 billion. This will be the
first external review of DFID’s infrastructure work since a report by the International Development
Committee in 2011.7 It builds on our 2017 review of DFID’s approach to supporting inclusive growth in
Africa.?

1.4 DFID’s long-standing transport infrastructure work focuses mainly on land transport (road and rail), but
with elements of water transport (inland and ports) and air transport. Its urban infrastructure portfolio
is more recent, and includes public transport and motorised and pedestrian traffic, as well as energy,
water and sanitation, and housing. Its programmes include investments in building infrastructure
and work on policies (such as road safety), and institutions (such as for urban planning and road
maintenance systems). Compared to the multilateral development banks — which together provide
around £15 billion per year in transport infrastructure loans alone* — and non-traditional partners such
as China, DFID is a relatively modest funder of infrastructure. It therefore focuses much of its portfolio
on mobilising or influencing other sources of infrastructure finance.

1.5 DFID also provides capital investment for infrastructure through its development finance institution,
CDC, and there are infrastructure-related programmes within the cross-government Prosperity Fund.
However, CDC® and the Prosperity Fund® are the subject of other ICAl reviews and are not covered here.

1.6 Because transport infrastructure is a well-established portfolio with substantial expenditure, we
decided to conduct a performance review, looking at the quality of the design and delivery of projects
and the results that are being achieved (see Box 2 for ICAl's review types). We recognise, however, that
urban infrastructure is a more recent area of work where DFID is still determining how best to engage.
We therefore have fewer urban infrastructure projects in our sample and focus mainly on DFID’s plans
for the coming years.

Box 2: What is an ICAIl performance review?

ICAI performance reviews take a robust look at the effectiveness and value for money of aid
programmes, with a strong focus on accountability. They also explore the adequacy of DFID’s systems,
processes and capacity, exploring how these are linked to patterns of performance in different sectors
and areas.

Other types of ICAIl reviews include impact reviews, which examine results claims made for UK aid to
assess their credibility and their significance for the intended beneficiaries, learning reviews, which
explore how knowledge is generated in novel areas and translated into credible programming, and rapid
reviews, which are short, real-time reviews examining an emerging issue or area of UK aid spending.

1.7 Our review questions (see Table 1) assess whether DFID has a coherent overall approach to its transport
and urban infrastructure work, and the effectiveness of DFID bilateral programming in two areas: its
investments in transport and urban infrastructure programmes in its partner countries and its efforts to
influence multilateral and other infrastructure finance.

DFID’s role in building infrastructure in developing countries, International Development Committee, September 2017, link.
DFID’s approach to supporting inclusive growth in Africa, ICAI, June 2017, link.
Progress Report of the MDB Working Group on Sustainable Transport, MDB Working Group on Sustainable Transport, January 2017, link.

CDC'’s investments in low-income and fragile states: Approach paper, ICAl, May 2018, link.
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The cross-government Prosperity Fund: A rapid review, ICAI, February 2017, link.
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https://www.adb.org/sites/default/files/institutional-document/211966/mdb-progress-report-2015-2016.pdf
https://icai.independent.gov.uk/wp-content/uploads/CDC-Approach-Paper.pdf
https://icai.independent.gov.uk/wp-content/uploads/Rapid-Review-of-the-Prosperity-Fund.pdf

Table 1: Our review questions

Review criteria and questions Sub-questions

1.

Relevance: Does DFID have a
coherent approach to promoting
economic development

and poverty reduction

through transport and urban
infrastructure development?

Effectiveness: How effective
are DFID’s bilateral transport
and urban infrastructure
programmes?

Effectiveness: How well does
DFID use bilateral investments to
enhance the effectiveness and
value for money of multilateral
and other infrastructure finance?

How well does DFID’s transport and urban infrastructure
work support the objectives of the UK aid strategy and its
commitment to promoting economic growth?

How well are DFID’s transport and urban infrastructure
activities aligned around a clear idea of its comparative
advantage?

How inclusive is DFID’s approach to transport and urban
infrastructure?

How well does DFID maximise value for money through
project selection and delivery?

How well have DFID’s transport and urban infrastructure
projects achieved their intended outputs and outcomes?

How well does DFID help partner countries establish
policies and institutions conducive to sustainable transport
infrastructure development and management of cities?

How well have DFID programmes helped to improve
infrastructure investments by the multilateral development
banks?

How well have DFID programmes helped partner countries to
access additional infrastructure finance?




2 Methodology

2.1 Our methodology for the review consisted of four main components, summarised in Figure 1.

« Strategic review: We reviewed DFID’s strategies and guidance on transport and urban
infrastructure against the department’s overarching goals and cross-cutting commitments,
such as environmental protection and inclusion of women and marginalised groups. We
reviewed whether DFID had clearly identified its comparative advantage in transport and urban
infrastructure. We reviewed how DFID applied value for money principles to the portfolio and
how well it has addressed gaps in knowledge and data.

« Literature review: From the wider literature, we collected evidence on the global
infrastructure finance gap, changing patterns of global infrastructure finance (including from
traditional donors, China and the private sector), and how bilateral donors work with and
influence the multilateral development banks.

« Programme reviews: \We selected 13 bilateral programmes for detailed review, using a
purposive sampling approach to ensure coverage of the broad range of objectives and
modalities that DFID employs. Their combined budget of £1.46 billion accounts for 37%
of DFID’s transport and urban infrastructure programming during our review period. By
expenditure, the sample is 35% transport, 5% urban infrastructure and 60% mixed or relating to
the infrastructure sector as a whole. The programmes in our sample are listed in Annex 1.

« Country case studies: We prepared more detailed case studies of DFID’s infrastructure
portfolios in Uganda and Pakistan, including country visits. These countries were selected
as they offered contrasting country contexts, significant expenditure within our scope and a
mixture of centrally managed and in-country programmes, as well as multilateral partnerships
(see Figure 4). We also undertook a brief visit to Nairobi, Kenya, to meet with officials from the
regional World Bank and African Development Bank offices and other key stakeholders. The
case studies enabled us to interview a range of external partners and national counterparts,
to triangulate findings from the programme reviews and to explore the quality of DFID’s
partnerships with the multilateral development banks.

Box 3: Limitations to our methodology

While our sample is reflective of the diversity of DFID’s transport and urban infrastructure work, it
includes only a small number of examples from each category of programme. Our sample is therefore
not necessarily representative of DFID’s entire transport and urban infrastructure portfolio. We
nonetheless expect our findings to have broader relevance across DFID’s infrastructure work.

Our review of DFID’s work with multilateral development bank partners focuses on the use of bilateral
programmes (principally centrally managed programmes) to influence their operations. It does not
cover the full range of influencing activities, such as multilateral replenishments or DFID’s Multilateral
Development Review process.




Figure 1: Components of the methodology
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3 Background

Infrastructure and international development

31

3.2

33

DFID’s priority countries in sub-Saharan Africa and South Asia face critical infrastructure gaps, which
hamper their ability to stimulate economic growth and reduce poverty. In 2014, the World Bank
estimated that developing countries spent around $1 trillion (£760 billion) on infrastructure each year,
but would need to at least double their rate of expenditure just to sustain existing economic growth
rates, let alone meet the costs of responding to climate change.’” Africa currently has a road density (km
of road per square km of territory) of 0.04, compared to 1.3 in India and 2.1in Europe.®

Transport infrastructure is key to economic growth. It is estimated that poor road, rail and port
infrastructure adds 30% to 40% to the cost of goods traded in Africa.’ It is also key to ensuring that
growth is inclusive. Over the past decade, Africa’s economic growth has been concentrated in capital
cities and resource-rich areas. Improved transport infrastructure can help remote areas and landlocked
countries to benefit from that growth. In South Asia, improved transport connections would help link
deprived regions to regional trade opportunities. At the local level, all-weather roads help remote
communities to access public services such as hospitals and schools and bring their goods to market.

Poorly planned and managed transport infrastructure has negative effects on poor communities

in developing countries. The poor are more likely to travel on foot or by bicycle, and are therefore
more at risk from increased vehicle numbers and speeds. World Health Organization figures show
that 90% of global accident fatalities are in low- and middle-income countries, despite having only
54% of the world’s vehicles (see Figure 2). Low-income countries have 24.1 road traffic fatalities per
100,000 people, compared to 9.2 in high-income countries, and the toll of people sustaining serious
injuries from road accidents is also far higher."” The solutions to this challenge are complex and include
improving land-use planning so as to limit the concentration of housing and small business alongside
major roads, designing roads with pavements and pedestrian crossings, improving vehicle safety
standards and enforcing speed limits.

Figure 2: Road traffic deaths by country income in 2013

Proportion of all Proportion of all Road traffic fatalities per 100,000
road vehicles road traffic deaths people, by country income

[ High-income countries [ High-income countries
B Middle-income countries B Middle-income countries
Low-income countries Low-income countries

M Global (average)

Sources: Global status report on road safety 2015, World Health Organization, 2015, link.

Global Infrastructure Facility, World Bank, October 2014, link.
Global Land Transport Infrastructure Requirements, International Energy Agency, 2013, p. 42, link.

Addressing Africa’s Infrastructure Challenges, Deloitte, 2013, p. 3, link.
The High Toll of Traffic Injuries: Unacceptable and Preventable, World Bank, 2017, link.
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Rapid urbanisation across the developing world adds urgency to the challenge. For the first time in
history, more than half of the world’s population live in cities and urban populations in developing
countries continue to grow by an estimated 70 million people per year. Cities account for around 80%
of global economic activity and are an engine of economic growth and poverty reduction.” However,
rapid urbanisation places huge strains on infrastructure and, if poorly planned, can generate new social
and environmental problems, including the growth of slums.

Transport and urban infrastructure are vulnerable to the impacts of climate change, including increased
flooding. The World Bank estimates that the cost of adapting existing and planned infrastructure to
reduce greenhouse gases and withstand an increasingly volatile climate adds another £155 billion a year
to global infrastructure financing needs.”

It is estimated that developing countries need to spend 5% to 6% of gross domestic product on
developing and maintaining infrastructure, but in practice most fall well short of that benchmark.”
Official development assistance (ODA) is not large enough to fill the gap. For that reason, many
donors are focusing on using their aid to mobilise other sources of infrastructure finance, especially
private finance. This is more challenging for road transport than other infrastructure sectors, as most
roads do not generate a revenue stream. To create a financial return for investors (as distinct from a
broader economic return for society), governments need to set up toll roads through public-private
partnerships, but these are challenging in low-income countries where tolls may be inappropriate for
equity reasons and where the risks for investors may be too high. Most of the existing examples can
therefore be found in relatively advanced middle-income countries, such as Brazil, India and Turkey."

In recent years, China has emerged as a major financier of infrastructure projects across Asia and Africa,
including through its Belt and Road Initiative, a highly ambitious trillion-dollar programme of global
infrastructure investments.” Its investments are often tied to the use of Chinese construction firms'
and may come without the same level of quality standards and environmental and social safequards
imposed by the multilateral development banks.” While China and other new donors such as India and
Brazil are important new sources of infrastructure loans, their finance is not necessarily cheaper. For
DFID and other development partners, influencing infrastructure practices and standards among new
donors and ensuring that partner indebtedness does not rise unsustainably have emerged as important
objectives.

Alongside the high costs, building infrastructure in developing countries involves resolving a range

of institutional challenges. Supportive policies and regulations need to be developed, and managerial
and technical skills enhanced. Investment decisions are often taken for short-term political reasons,
rather than for their contribution to national development,” and infrastructure projects are prone to
corruption.” Acquiring land for infrastructure development is challenging in contexts where land rights
are unclear, and can raise human rights issues that need to be sensitively managed. Developing urban
infrastructure poses particularly complex political and institutional challenges, owing to the number

of national and local authorities involved.? For road infrastructure, matching donor-funded capital
investment with adequate maintenance expenditure by national authorities is an additional challenge.
Without maintenance, infrastructure degrades quickly, undermining the value of the investment.

Urban Development, World Bank website, 2018, link.

Global Infrastructure Facility, World Bank, October 2014, link.

Financing African Infrastructure: Can the World Deliver?, Brookings Institution, March 20715, p. 3, link.

2014 Global PPI Update, World Bank, 2014, link.

‘The $900bn question: What is the Belt and Road initiative?’, The Guardian, Tom Phillips, 12 May 2017, link.

China’s Belt and Road Initiative: Five Years Later, CSIS, Jonathan E. Hillman, 25 January 2018, link.

Is China’s development finance a challenge to the international order?, Brookings Institution, David Dollar and John Thornton, October 2017, link.

Infrastructure and Sustainable Development, World Bank, Mariane Fay, Michael Toman, Daniel Benitez and Stefan Csordas, June 2010, link.

This is why construction is so corrupt, World Economic Forum, Petter Matthews, 4 February 2016, link.

‘Urban infrastructure for development’, Oxford Review of Economic Policy, Paul Collier and Anthony Venables, 2016, Vol. 32, No. 3, p. 402, link.
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DFID’s infrastructure work

3.9 In2012, following encouragement by the International Development Committee, DFID developed a
strateqy for its infrastructure work,? setting out its priorities. This was followed by a more refined policy
in January 2015 (the infrastructure strategy).? DFID also produced an internal policy framework on
urbanisation,” which was never published but is reportedly in use internally.

3.10 In 2015, DFID country offices undertook an inclusive growth diagnostic exercise, to analyse constraints
on and opportunities for inclusive growth and opportunities for DFID influence.?* Of the 22 country
teams that participated, 18 identified inadequate transport infrastructure as an important constraint
on growth. This led to a strong focus in DFID’s January 2017 Economic Development Strategy on
developing infrastructure to support trade and on encouraging private finance to close financing gaps
and support sustainable cities.

3.1 These strategies recognise that DFID invests in infrastructure for a variety of reasons in different
contexts, including to promote economic growth, reduce extreme poverty, support post-conflict
recovery and build resilience in the face of climate change. DFID also funds infrastructure development
in the UK’s ODA-eligible overseas territories (see Box 4). The infrastructure strategy analyses DFID’s
comparative advantage alongside other development actors, particularly the multilateral development
banks. It notes that some types of infrastructure (such as local community infrastructure) are more
suitable for funding through grants rather than loans. It also notes DFID’s strengths in supporting policy
and institutional development, in research and in developing innovative approaches to infrastructure
finance to attract private investors.

Box 4: Infrastructure development in UK overseas territories

DFID has responsibility within the UK government for infrastructure development in the three ODA-
eligible UK overseas territories — St Helena (including Tristan da Cunha), Montserrat and the Pitcairn
Islands — working where appropriate with the Foreign Office. Under a 2012 white paper, the UK
government is committed to supporting economic development and trade, including by supporting
investments that will reduce aid dependency.” Montserrat has received approximately £400 million in
DFID support since its volcanic eruption in 1995. The most substantial investment in recent years has
been the £285 million St Helena airport. As this was the subject of a National Audit Office report,? it is
not covered in our review.

3.12 Urban infrastructure is an area where DFID would like to develop its capacity. DFID has been investing
in urban infrastructure in India for many years, but its programming in other countries is more recent.
DFID has developed a number of centrally managed programmes that support country offices in
developing urban infrastructure programmes.

21. Connecting people, creating wealth: infrastructure for economic development and poverty reduction, DFID, September 2013, link.

22. Sustainable infrastructure for shared prosperity and poverty reduction: A policy framework, DFID, January 2075, link.

23. Sustainable Cities for Growth Policy Framework, DFID, 2015, unpublished.

24. For our analysis of the Inclusive Growth Diagnostics, see DFID’s approach to supporting inclusive growth in Africa, ICAI, June 2017, link.
25. Economic Development Strategy: prosperity, poverty and meeting global challenges, DFID, January 2017, link.

26. The Overseas Territories: Security, Success and Sustainability, Foreign and Commonwealth Office, June 2012, link.
27. Realising the benefits of the St Helena Airport project, National Audit Office, July 2016, link.
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Figure 3: DFID bilateral spending on transport and urban infrastructure programmes active in
2015 0r 2016

Total spend: £3.9 billion Total number of programmes: 57

In-country managed programmes: £2.1 billion spend
across 34 programmes
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Figure 4: Country profiles and DFID activities in Uganda and Pakistan
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DFID transport and urban infrastructure programmes: activities in Uganda and Pakistan

CrossRoads (£21m; 2009-18):

The programme promotes market systems development to improve
the quality of the road network in Uganda, with support for the
National Roads Authority and Kampala City Council Authority.

TradeMark East Africa Uganda (£40m; 2009-17):

The programme has promoted regional integration and trade
competitiveness, upgrading an important road to Rwanda, improved
customs facilities at the border post with South Sudan and integrated
border management systems, standards and customs processing.

Cities and Infrastructure for Growth* (£165m; 2015-20):

The programme provides technical support in Uganda (as well as
Zambia and Burma) for city- and regional-led initiatives to attract
investment into productive infrastructure services, including from the
UK.

Upgrading the Kigumba-Masindi-Hoima-Kabwoya road
(£9.4m; 2014-19):

DFID has co-funded, together with the government of Uganda, the
African Development Bank programme to improve a 135km road

in Uganda, upgrading it from gravel to bitumen standard. This will
reduce journey times and strengthen connectivity between the
south-west and poorer north of Uganda.

Private Infrastructure Development Group*
(£773m; 2012-19):

The Private Infrastructure Development Group mobilises private
sector investment for infrastructure delivery in developing countries.
A number of the programme’s facilities have provided financing for a
mixed utility company providing transport, water and electricity on
Bugala Island on Lake Victoria.

Infrastructure and Cities for Economic Development*
(£33.5m; 2015-20):

Within the programme’s support to DFID country and regional
offices, it has conducted a review of safeguards across DFID Uganda’s
infrastructure portfolio.

Research for Community Access Partnership*
(£28.5m; 2014-20):

This worldwide research programme has, in Uganda, carried out
research into gender mainstreaming in rural transport, established a
baseline of past and current road research, established an electronic
document management system, developed new asset management
approaches for maintaining and improving local road access and
enhanced the safety of motorcycles and three-wheeled vehicles.

Vital Transport and Education Infrastructure in Border Areas
(£22m; 2010-17):

The programme rebuilt bridges and schools in Khyber Pakhtunkhwa
destroyed in conflict in the three years leading up to 2009, or by floods
in 2010.

Pakistan Economic Corridors Programme
(£265m; 2015-20):

In order to promote regional trade and economic growth, the
programme has carried out a series of interventions in the road and
wider transport network in Pakistan. It has extended and upgraded four
major highways, implemented by the Asian Development Bank. The
programme provided funds for technical assistance to the government
of Pakistan to support road safety interventions and a new national
transport policy. It has supported the creation of public-private
partnership facilities aiming to strengthen private sector engagement
in infrastructure in Punjab and Sindh provinces.

Infrastructure and Cities for Economic Development*
(£33.5m; 2015-20):

Within the programme’s support to DFID country and regional offices,
it has designed a future programme for DFID on urban productivity in
Pakistan.

Research for Community Access Partnership*
(£28.5m; 2014-20):

This worldwide research programme has carried out scoping work to
make Pakistan a partner country in the programme. It has recently
launched a study into the technical, economic, social, legal and safety
and environmental aspects of the use of gingqis rickshaws, a popular
means of transport in rural Pakistan.

* Multi-country programme. Spend figures refer to entire
programme budget. Programme description refers only to
specific activities in our case study countries.

Sources:

Statistics: World Bank; CIA World Factbook; Global Status Report
on Road Safety 2015, WHO, 2015, link, accessed August 2018.

Activities: Information provided to us by DFID.
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4 Findings

41 This section sets out the findings from our review. It begins by assessing the relevance of DFID’s
approach to transport and urban infrastructure development. It then explores the performance
of DFID programmes, focusing first on those that aim to deliver development results directly in
partner countries, and then on programmes with objectives around leveraging and influencing other
infrastructure finance.

Relevance: Does DFID have a coherent approach to promoting economic development and
poverty reduction through transport and urban infrastructure development?

DFID’s transport and urban infrastructure work supports a number of its strategic objectives

4.2 We find that DFID’s transport and urban infrastructure portfolio aligns clearly, though to differing
degrees, with three of the four strategic objectives in the UK aid strategy.? It aligns most clearly with
the objectives of promoting global prosperity and strengthening resilience and response to crisis
(see Box 5). A focus on poverty reduction is also visible in some programmes and in the portfolio’s
geographic focus on poorer countries and regions. However, for reasons discussed below, we find the
links to extreme poverty and vulnerability are not as well developed.

Box 5: Alignment of programmes in our sample with the objectives in the UK aid strategy

Objective: Promoting global prosperity

The portfolio includes investments in strategic transport infrastructure projects, regional infrastructure,
building national capacity and mobilising infrastructure finance. Examples from our sample include:

« Strengthening Regional Economic Integration (£58 million; 2013-18) funded improvements at
the port of Mombasa, Kenya, as well as regional trade agreements to boost regional trade in East
Africa.

« The Pakistan Economic Corridors Programme (£265 million; 2015-20) is a partnership with the
Asian Development Bank to upgrade Pakistan’s national highway infrastructure, including its trade
links with China and the region.

+ The CrossRoads programme (£21 million; 2009-18) in Uganda focused on improving the national
road network and the efficacy of national spending on roads, in order to boost trade and growth.

« The Private Infrastructure Development Group (Phase 2: £773 million; 2012-19)*° operates a series
of facilities to help mobilise private investment for infrastructure, particularly in fragile contexts.

» The Regional Infrastructure Programme for Africa (£79 million; 2012-16) was designed to
overcome constraints on regional infrastructure development and mobilise multilateral
infrastructure finance.

Objective: Strengthening resilience and response to crisis

The portfolio includes reconstruction in conflict-affected areas and investments designed to increase
resilience to climate change. Examples from our sample include:

+ Vital Transport and Education Infrastructure in Border Areas (£22 million; 2010-17) rebuilt
bridges and schools in a conflict-affected area of Pakistan close to the Afghanistan border.

+ The Afghanistan Infrastructure Trust Fund (Phase 2; £15.5 million; 2014-18) was support provided
to a multi-donor fund that supports large-scale infrastructure projects in transport, energy and
water resources.

28. UK aid: tackling global challenges in the national interest, HM Treasury and DFID, November 2015, link.
29. A new phase has recently been approved for 2018 to 2021, with a £435 million DFID contribution.
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» Building Urban Resilience to Climate Change in Tanzania (£29.6 million; 2015-20) is working to
support national and local governments in Tanzania to assess and manage climate-related risks
in urban areas.

Objective: Tackling extreme poverty and helping the world’s most vulnerable

The portfolio includes community-based infrastructure projects for remote communities and
promoting global road safety standards. Examples from our sample include:

+ The Rural Access Programme (Phase 3; £72.5 million; 2013-21) is improving road access for
isolated rural communities in western Nepal.

+ Research for Community Access Partnership (£28.5 million; 2014-20) explores cost-effective
ways of improving transport connections for remote rural communities.

« The Global Road Safety Facility (£9.8 million; 2013-21) is a research programme addressing
the growing incidence of road traffic accidents, which disproportionally affect the poorin
developing countries.

4.3 DFID’s transport and urban infrastructure investments do not constitute an integrated portfolio with
a common set of objectives. Rather, DFID invests for a variety of purposes in different contexts. We
nonetheless found the strategic rationale for each of the programmes in our sample to be clear and
convincing.

4.4 The proposed new focus on urban infrastructure also meets a clear strategic need. The continuing
rapid pace of urbanisation and the expected impacts of climate change will make this an increasingly
urgent challenge that is not receiving the level of aid investment that it needs. Building its expertise
in this area offers DFID an opportunity to advance goals around economic transformation, poverty
reduction and climate resilience. DFID’s Sustainable Cities for Growth Policy Framework from 2015 sets
out the strategic case, noting that cities are engines of economic growth, accounting for half of all
economic activity. It includes a focus on rural-urban links, given that urban growth can help to raise
rural incomes through increased demand for agricultural produce. It also includes a focus on smaller
cities and towns, where there is more scope to develop infrastructure sustainably than in overcrowded
capitals.

DFID’s infrastructure investments are selected and designed to contribute to economic growth

4.5 Inrecent years, DFID has scaled up its investment in economic development. Infrastructure is clearly
identified in DFID’s 2017 Economic Development Strategy as a potentially transformative investment.*
Within our sample, we found that programmes have clear strategies for promoting growth, with
designs that are well suited to each country context.

4.6 For example, the Pakistan Economic Corridors Programme is the largest capital investment in our
sample, working in partnership with the Asian Development Bank. The programme is financing
transport corridor construction costs of £210 million for the rehabilitation of two national highways
and construction of two new motorways identified as important for growth. The roads are intended
to promote trade and economic integration within Pakistan by linking the poorest regions in the
west (including conflict-affected Balochistan on the border with Afghanistan) with the wealthier
provinces of Sindh and Punjab, to the south and east respectively. They also contribute to regional
economic integration, helping to give Afghanistan and other landlocked Central Asian states access
to Pakistan’s ports at Gwadar and Karachi. Alongside road construction, the programme includes a
£40 million component to promote private investment in regional transport projects and a £12 million
technical assistance facility that supports the development of national transport policy, including a new

30. Economic Development Strategy, DFID, January 2017, pp. 15-16, link.
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road safety action plan to try to bring down the country’s 30,000 annual road accident fatalities. By
partnering with the Asian Development Bank and combining grant funding with technical assistance,
DFID was able to influence the design of a much larger project, with a total value of over £780 million,
including by increasing its focus on deprived areas.

4.7 The CrossRoads programme in Uganda was also focused on economic growth, but took an alternative
approach in a very different national context. Uganda is a landlocked country that has identified
transport connections as critical to its development. When the programme was designed, the
Ugandan government had committed an unusually high 19% of its budget (around £415 million) to
road development.® DFID identified that the Ugandan government was paying too much for road
construction, while corruption and vested interests were leading to wasteful projects. CrossRoads was
therefore designed to address market and governance failures in the construction and finance sectors,
spanning both government and the private sector. For example, it included the development of a
construction guarantee fund to encourage Ugandan banks to lend to local road contractors, enabling
them to bid for government contracts. This was an innovative approach to a complex problem.

4.8 The portfolio also has a strong focus on regional economic integration, which is an important aspect
of promoting inclusive growth. TradeMark East Africa (supported by two programmes in our sample,
in Uganda and Kenya) is a large and complex programme operating across seven countries. It invests in
border posts and streamlined customs processes, to facilitate cross-border trade, as well as in regional
trade infrastructure, such as upgrading the port at Mombasa, Kenya. The programme supports the goal
of East African countries to establish a single market economic space, with free movement of goods
and services within the region.* By expanding regional trade and economic integration, they hope to
encourage producers to become more efficient and ultimately be able to compete with exporters and
in global markets.

49 DFID’s support for works at the Mombasa port was based on the assumption (or ‘theory of change’)
that a reduction in the time required to import or export goods through the port would increase trade
volumes (this was the conventional wisdom, as speed of processing is important for trade in goods with
limited shelf lives). However, monitoring and evaluation revealed that trade volumes through the port
did not increase as a result of faster processing times. The follow-up phase now focuses on bringing
down the costs of trading through the port. We find it positive that the programme has been able to
test key assumptions underlying its design and adjust in response to lessons learned.

410 Overall, for the programmes in our sample with an economic development focus, we found that the
rationale for the investment was clear and that the programmes were well designed to achieve their
objectives.

While some of DFID’s transport and urban infrastructure work has a pro-poor focus, its larger economic
growth-focused programmes lack a systematic approach to including the poorest and most vulnerable
groups

411 DFID’s infrastructure strategy acknowledges that, although the link between improved infrastructure
and long-term poverty reduction is widely recognised, the mechanisms through which it occurs are
context-specific and not well understood. Some investments (such as rural roads) directly target
the poorest, while others (such as major highways) contribute to poverty reduction indirectly, by
addressing constraints on inclusive growth. The strategy states that, in either case, DFID should try to
maximise the benefits for the poor by early consultation with communities and by setting out a clear
theory of change linking the proposed investment to poverty reduction. For projects that are primarily
growth-focused, the strategy also encourages DFID staff to consider whether ‘additional measures’
to enhance poverty reduction and gender impacts could be introduced without compromising the
primary objective.®

31 Business Case: Creating Opportunities for Sustainable Spending on Roads 2009-2014, DFID Uganda, 2009, p. 8, link.

32. The East African Community includes Burundi, Kenya, Rwanda, South Sudan, Tanzania and Uganda, with a combined population of 150 million. Launched in
2000, it is one of the most advanced of Africa’s 14 regional economic communities. See the East African Community website: link.

33 Sustainable infrastructure for shared prosperity and poverty reduction: A policy framework, DFID, January 2015, pp. 27-28, link.
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‘ ‘ The link between improved economic infrastructure and long-term opportunities for poverty
reduction through inclusive growth is widely recognised... but the precise mechanisms
through which this occurs are not well understood. , ,

Sustainable infrastructure for shared prosperity and poverty reduction: A policy framework, DFID,
January 2015, p. 27, link

412 In practice, we find that the portfolio rates well for its geographic focus on deprived areas. At the
international level, through its influencing work with the multilateral development banks and through
programmes such as the Private Infrastructure Development Group (PIDG), DFID has made a concerted
effort to direct resources towards low-income countries and fragile states, where the infrastructure
gaps are widest. Its regional and national investments in transport infrastructure are directed so as to
reduce regional economic disparities, while programmes in Pakistan, Nepal and other countries have a
strong focus on the most deprived areas. In its new urbanisation work in Kenya, we found that DFID was
thinking through how to improve transport links between towns and rural areas to promote a virtuous
circle of urban growth and rural poverty reduction.

413 Within our sample, there are also a number of investment projects that target the poorest and most
marginalised groups. The strongest example is the Rural Access Programme in Nepal, which targets
deprived districts in western Nepal. These isolated areas were also a base for the insurgency in Nepal’s
decade-long civil war, which ended in 2006. The programme aims to provide communities with greater
access to public services and economic opportunities, helping to integrate them into Nepal’s economy
and society. It provides additional income by employing individuals from poor households for road
construction and maintenance, including women, Dalits (members of the lowest caste) and ethnic
minorities. The programme also invests in other economic infrastructure, including pedestrian bridges
for mountain trails, local markets and irrigation systems, and supports local communities in developing
small enterprises. We find this to be a strong example of integrating transport infrastructure into area-
based development, with a strong pro-poor focus.

414 DFID’s research programmes (discussed in the next section) also have a strong focus on issues that
matter for the poor. For example, the Research for Community Access Partnership explores cost-
effective ways of reducing the isolation of remote communities. It has conducted research into how
vulnerable groups, including women, children, the elderly and people with disabilities and illnesses, use
transport and what solutions are available to improve their access.

415 Forthe programmes in our sample that were focused on promoting growth, we found few examples
of additional activities or design features to enhance poverty reduction or inclusion. For example,
while PIDG spends a significant share of its resources in low-income countries and fragile states, we
did not see any evidence that its investment projects were otherwise being selected or designed so
as to be pro-poor. It uses a formula to estimate the distribution of benefits in gender terms, which is
not the same as designing interventions to enhance inclusivity and gender equality. The Kalangala
project in Uganda (see Box 6) illustrates the dilemmas involved in balancing financial returns and
poverty reduction impact in low-income contexts. The latest DFID logframe for PIDG includes
references to gender and poverty. However, there are no specific additional measures highlighted in
the programme’s design around the selection or design of PIDG interventions to target women or the
poor, so it is unclear how the programme will increase its focus on these groups. PIDG is now working
with Infrastructure and Cities for Economic Development (ICED) to develop a 'Gender Ambition
Framework' to provide guidance for PIDG facilities on how to improve gender and inclusion outcomes,
although earlier guidance on achieving gender impact does not appear to have been translated into
design measures or targets in the current logframe.
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Box 6: Kalangala - Investing in rural communities on Lake Victoria

One project supported by the Private Sector Development Group (PIDG) invested in infrastructure in
the town of Kalangala, on a Ugandan island in Lake Victoria. According to PIDG, it is the first time that
commercial funding had been attracted into a greenfield, multi-sector infrastructure project in sub-
Saharan Africa where the beneficiaries were poor rural communities.** DFID offers it as an example of a
poverty-focused investment project.®

According to the company managing the investment, the outputs have included two new ferries with
5,200 crossings per year, the upgrading of a 67km dirt road, 2,600 electricity connections and more
regular power supply and 645 water connections. The reported benefits have included increased local
incomes, improved school pass rates, a reduction in waterborne diseases and the attraction of more
skilled labour to the island, including health workers. These are important development benefits for the
relatively isolated and poor local community. However, there has not yet been an independent impact
assessment of the programme to confirm these results, though we were told that one is planned.

The Kalangala project benefited from support from PIDG’s Viability Gap Funding window, which is
supposed to fund the gap between the revenues needed to make projects commercially viable and

the user fees that poor customers are able to pay. Despite this, we were told by key stakeholders that
the electricity tariff ($0.18/KwH) remains unreachable for poor households and that consumption of
electricity therefore remains low. Furthermore, some of the intended beneficiaries have chosen to sell
their land (including to hoteliers) and move to more remote islands without infrastructure connections.
While these families will have gained financially from increased land values, the experience shows the
difficulties involved in using private investment to provide infrastructure to poor communities.

416 According to DFID guidance, an ‘economic corridor” approach combines investment in transport
infrastructure with other initiatives to promote the social and economic development of communities
along the route. The Pakistan Economic Corridor Programme is constructing community facilitation
centres in order to better integrate rural market hubs with national markets, while also improving
access to social facilities. This is being done in consultation with local communities as well as provincial
authorities to increase the local economic impact of the roads currently being constructed with
finance from the programme. The Asian Development Bank is also supporting federal and provincial
governments with their plans to support the wider economic benefits of transport corridors.

417 We saw few examples in our sampled growth-focused programmes of activities or design features that
specifically targeted women or marginalised groups in their original design. For example, TradeMark
East Africa was criticised in an evaluation for failing to have a gender strategy or gender-specific
objectives to guide its work on border crossings.* In particular, it was not doing enough to support
female small traders, who are vulnerable to abuse and harassment when trading across borders.” Since
then, DFID has worked with the programme to improve its focus on gender issues. It has produced a
gender mainstreaming strategy and included more gender-specific activities, such as the design of
border posts to meet the needs of women and children, gender awareness training for border post
staff and outreach and training programmes for female traders and farmers.

418 Disability is not yet well integrated into DFID’s transport infrastructure programmes. DFID records on
its management information system whether programmes are primarily about disability (‘principal’),
include a significant element on disability (‘significant”) or are not active on the issue (‘not targeted”).®
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Across the 13 programmes in our sample, none has disability as the principal activity, and only four are
rated as having a significant focus on disability (see Table 2). These include:

+ the rebuilding of school facilities in conflict-affected areas of Pakistan to include access for
disabled students

« various research items on disability issues in transport

« the Infrastructure and Cities for Economic Development programme’s technical support
facility’s guidance note on disability inclusion in infrastructure and cities investments.*

Table 2: Integration of disability into our programme sample

Disability marker

Programme
Afghanistan Infrastructure Trust Fund X
Creating Sustainable Opportunities for Spending on Roads X

Global Road Safety Facility

Infrastructure and Cities for Economic Development

Pakistan Economic Corridors Programme

Private Infrastructure Development Group

Rural Access Programme Phase 3

Research for Community Access Partnership X

Regional Infrastructure Programme for Africa X
TradeMark East Africa — Kenya

Building Urban Resilience to Climate Change in Tanzania

TradeMark East Africa — Uganda

Infrastructure in Border Areas X

Source: Data provided by DFID.

‘ ‘ Currently, [disability inclusion] is not consistently addressed across DFID’s infrastructure
programming and policy dialogue. It is not always clear to DFID staff or partners what
[disability inclusion] means in relation to infrastructure and growth, and the actions they
might take to achieve it. This is coupled with a perception that addressing disability in
infrastructure programming is prohibitively expensive and often unaffordable within project
or programme budgets. , ,

ICED Briefing: Disability inclusion through infrastructure and cities investments, ICED
programme, March 2018, p. 2, link

419 Overall, we found that the programmes in our sample were pro-poor in their geographic focus or
where they were specifically designed to target poor communities. However, the portfolio does not
follow a systematic approach to inclusion in accordance with the commitment in the infrastructure
strategy. This is consistent with the findings of our review of DFID’s work on inclusive growth in
Africa, which recommended a more explicit approach to inclusion in programme design and results
frameworks and more monitoring of how programme benefits are distributed across different groups.*

39. ICED Briefing: Disability inclusion through infrastructure and cities investments, ICED programme, March 2018, link.
40. DFID’s approach to supporting inclusive growth in Africa, ICAI, June 2017, link.
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DFID has identified its comparative advantage alongside other actors but its strategy needs further
articulation

4.20 The infrastructure strategy identifies six areas of comparative advantage for DFID:*

- flexible, politically astute technical assistance
- mobilising private finance

- community-focused infrastructure

« regional integration

- influencing key international actors

+  building the evidence base.

These reflect several strengths of DFID’s infrastructure work, including its experience with policy
influence and institutional development, its relatively high appetite for working on complex and
politically sensitive issues with a significant risk of failure, its close relationships with the multilateral
banks (especially the World Bank) and its strong research portfolio. Small-scale community
infrastructure and border infrastructure are two areas that partner countries may be unwilling or
unable to finance through loans and which pose complex institutional challenges.

4.21 We find that DFID’s portfolio corresponds broadly to these six areas and that DFID does indeed have a
useful contribution to make in each, alongside other development partners. Many of its programmes
are designed to be catalytic, by addressing market or governance failures that limit infrastructure
development and by helping partner countries access and make better use of other sources of
infrastructure finance. However, we came across one example of a significant DFID investment in
infrastructure construction that was difficult to reconcile with its comparative advantage (see Box 7).

Box 7: The case for mixing DFID grant funds with an Asian Development Bank loan in Pakistan

The Pakistan Economic Corridors Programme includes a £210 million DFID grant contribution for
building highways, alongside a £362 million Asian Development Bank loan. This is accompanied by
additional DFID funding for public-private partnerships and technical assistance. The DFID contribution
placed DFID in a position to influence the design of the Bank’s project in useful ways — including

by increasing the proportion of funds going to the economically deprived province of Balochistan.
However, the investment is difficult to reconcile with DFID’s stated areas of comparative advantage on
infrastructure, which does not include filling funding gaps for major infrastructure development. It is also
unclear that funding on such a large scale from DFID was needed to influence programme design. While
this does not mean that the programme will be unsuccessful, it does suggest that DFID does not always
concentrate on its areas of comparative advantage.

4.22 Urban infrastructure is identified in the infrastructure strategy as an area where DFID would like to
develop a comparative advantage. Urban projects can be particularly complex, owing to the number
of stakeholders involved, including different levels of government (national, regional and municipal)
and functional agencies (such as urban planners, utility companies, and environmental protection
agencies). As noted by a DFID review of a large urban programme outside our sample, delivering
quality urban infrastructure requires engagement with multiple counterparts and entry points through
the infrastructure financing and delivery cycle, strong technical resources, sufficient time to consult
properly with urban communities and a willingness to learn and adapt.*

41. These are defined as areas where DFID’s business model, expertise and experience enable it to add significant value. Sustainable infrastructure for shared
prosperity and poverty reduction: A policy framework, DFID, January 2015, p. 1, link.

42. Managing Climate Risks for the Urban Poor: Annual Review 2016, DFID, September 2016, link. This provides an £85 million contribution to an Asian
Development Bank-managed trust fund to help cities in six Asian countries manage climate risk.
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4.23 DFID is using centrally managed programmes to bring in additional technical support on urban
infrastructure. The Infrastructure and Cities for Economic Development programme includes a facility
to advise country offices on developing their urban portfolios (see Box 8). While this is potentially a
good strategy for giving country offices more access to technical expertise, it still leaves them short
of experienced staff to manage complex programmes and build relationships and engage in policy
dialogue with multiple national counterparts.

Box 8: The Infrastructure and Cities for Economic Development (ICED) Facility

The ICED Facility is a £10.1 million component of the £33.5 million Infrastructure and Cities for Economic
Development programme (2015-20). So far, it has provided technical support on request, supporting
the development of seven business cases and preparing around 38 scoping studies. The DFID ICED team
identified a risk that individual requests might not support the overarching strategic direction of team/
country priorities, and proposed a "strategic pivot". This included a new engagement strategy focusing
on priority countries and central teams, as well as identifying wider opportunities for investing in
economic development and prosperity.

4.24 While DFID’s comparative advantage is clearly identified, we find the infrastructure strategy has gaps
in other areas. It does not consider the role of bilateral programmes alongside a scaled-up CDC or the
expanding aid portfolios of other UK departments and funds, including the Prosperity Fund and the
Department for Business, Energy and Industrial Strategy, which invests in low-carbon development.®
It notes that China is now the largest external provider of concessional infrastructure finance, but does
not work through the implications for partner countries — such as on infrastructure quality standards,
environmental impact and debt sustainability.* It would also be appropriate for the strategy to include
a more systematic treatment of the policies and institutions that partner countries need for sustainable
infrastructure development.

4.25 We would also expect to see DFID’s infrastructure work in particular countries underpinned by stronger
analysis. The infrastructure strategy stated that the 2015 inclusive growth diagnostic exercise would
identify priority areas for supporting economic transformation. While most participating country
offices identified infrastructure deficits as a constraint on inclusive growth, there was not much depth
of analysis on the extent, nature or causes of the gaps (see Box 9).

Box 9: Infrastructure in DFID’s Inclusive Growth Diagnostics

At the country level, DFID’s Inclusive Growth Diagnostics set out a rationale for its infrastructure
investments, although in very general terms. For example, in Uganda the diagnostic identified poor
infrastructure, especially transport, as a constraint on growth and poverty reduction and noted risks
around rapid, unplanned urbanisation. DFID Uganda is drawing on a centrally managed programme, Cities
and Infrastructure for Growth, to identify solutions to the infrastructure needs of Greater Kampala.

In Pakistan, the diagnostic also noted high rates of unplanned urban development and identified urban
governance as a gap in DFID’s knowledge. It described “limited regional connectivity” as a constraint

on regional trade and growth and noted a problem with unequal distribution of infrastructure. DFID’s
transport infrastructure investments in Pakistan include a major investment in regional trade links and a
programme to extend transport infrastructure to economically deprived areas. The road links it supports
fit into a national road planning framework developed with Asian Development Bank support.

However, beyond identifying infrastructure deficits as a constraint on growth, there is little depth of

analysis in the main diagnostic reports, which contain no data on or detailed description of infrastructure

gaps. There is also no analysis of the governance and market failures that give rise to those gaps, as

recommended in the 2015 infrastructure strategy — although the diagnostics are high-level summary

documents covering all key DFID sectors. DFID plans to conduct a new round of country diagnostic work

in 2018-19.
|

43. These investments are covered by another ICAI review, to be published in early 2019. See International Climate Finance: UK aid for low-carbon development —
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44, Is China’s development finance a challenge to the international order?, Brookings Institution, David Dollar and John Thornton, October 2017, link.
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Conclusions on relevance

4.26 Overall, we find that DFID has clear goals for its transport and urban infrastructure projects that are
well aligned to its objectives on economic growth, post-conflict recovery and resilience to climate
change. The programmes in our sample had been selected to address constraints on growth, including
by linking deprived areas and communities to economic opportunities and addressing the governance
and market failures that hold back infrastructure development.

4.27 We find that the infrastructure portfolio is pro-poor in its geographic focus on economically deprived
and conflict-affected areas. DFID also has a number of transport and urban infrastructure programmes
that target marginalised groups, both through direct investments and through research and advocacy.
However, its growth-focused programmes were not designed with features to enhance the benefits
for the poor, and lacked a systematic approach to including women, people with disabilities and
marginalised groups.

4.28 DFID shows a good understanding of its comparative advantage alongside other development
partners and most of its programmes are designed to achieve catalytic effects. However, its strategy
could be better articulated, given a rapidly changing global context for infrastructure finance, and its
programming could be based on a stronger analysis of infrastructure gaps in each country.

4.29 On balance, we find that the approach merits a green-amber score for relevance, but that it will need
to continue evolving in the coming period.

Effectiveness: How effective are DFID’s bilateral transport and urban infrastructure
programmes?

4.30 In this section, we explore the effectiveness of programmes that invest directly in transport and urban
infrastructure or in building the capacity of country partners to develop infrastructure. The next
section assesses the effectiveness of DFID’s programmes that work by influencing the multilateral
development banks or the sector as a whole. We take DFID’s own programme scores and assessments
as our starting point, triangulated as much as possible through key stakeholder interviews and reviews
of other documents.

Programme performance has been mixed, with some strong results offset by frequent delays

4.31 Our analysis of the effectiveness of DFID’s programmes suggests considerable variation in
performance. Most eventually delivered their planned investments or activities (‘outputs’), but with
frequent implementation challenges along the way (see Table 3). There is considerable variation as to
whether programmes achieved their desired results (‘outcomes’), with shortfalls due to some poorly
formulated results targets as well as delivery problems.

4.32 The Rural Access Programme in Nepal has performed well at both output and outcome level, achieving
all of its current targets. It has constructed 97.5km of new roads and maintained 2,200km, improving
all-weather access for 2.1 million people. The strong emphasis on road maintenance contributes to
sustainability and value for money. A mid-term review found that roads maintained by the programme
were used more regularly by local communities, with evidence of increased usage of health posts along
the route.” The programme uses workers from poor communities as maintenance crews, creating
employment for 8,100 people. Another mid-term review found that participating households spent
more money on their children’s education and health, had better access to credit and spent more on
acquiring productive assets, such as tools and livestock.* While most of the programme has performed
well, planned financial assistance to a regional government to support roadworks has not been
disbursed owing to fiduciary risks connected to that government’s restructuring.

45, RAP3: Midline Impact Assessment Report, Itad, November 2016, link.
46.  The impact of cash-for-works: evidence from the Rural Access Programme in the mid and far west of Nepal, RAP3 and DFID, 2017, link.
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Table 3: Programme output scores by year

Afghanistan Infrastructure Trust Fund

Creating Sustainable Opportunities for Spending on Roads

Global Road Safety Facility

Infrastructure and Cities for Economic Development

Pakistan Economic Corridors Programme

Private Infrastructure Development Group

Rural Access Programme Phase 3

Research for Community Access Partnership
Regional Infrastructure Programme for Africa

TradeMark East Africa — Kenya

Building Urban Resilience to Climate Change in Tanzania
TradeMark East Africa — Uganda

Infrastructure in Border Areas

Source: DFID programme annual reports and project completion reviews.

Notes: DFID uses a scoring system from ‘C’ (“outputs substantially did not meet expectation”) to ‘A++" (“outputs substantially exceeded expectation”).
A score of ‘A’ or above means that output targets were achieved. Reviewing and Scoring Projects, DFID Smart Guide, June 2014, unpublished.

‘ ‘ This road is very important and profitable to small eateries and hotels located along the
roadside. In the past before this road was constructed, we had to walk to Mangalsen to
purchase household goods which was a two hour walk. We could only carry limited quantity
of goods but now it has become very easy for us to bring household goods from Mangalsen

to our village. ’ ’

Beneficiary quoted in feedback report for the Rural Access Programme in Nepal, June 2017, p. 35, link
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4.33 Other programmes have also encountered difficulties in working with national counterparts. The Vital
Transport and Education Infrastructure programme has reconstructed 66 bridges and 40 schools
in conflict-affected areas of Pakistan, achieving almost all its output targets. This was an emergency
initiative designed at speed and some of its initial assumptions proved unrealistic, including around
the capacity of local authorities to participate. Delivery was also affected by adverse weather, including
a major flood. These factors led to a redesign a year into the programme. At the time of our visit,
outstanding work, such as installing access ramps, was needed from the provincial government at four
bridge sites. Nonetheless, 65 of the 66 bridges were functional and open for traffic, providing daily
passage to 67,000 pedestrians (42% of whom were children) and 36,000 vehicles, and surveys of local
communities have found a good level of satisfaction with the works and the process.”

4.34 DFID’s contribution to TradeMark East Africa in Kenya has delivered well on its outputs, but is likely
to miss some of its key outcome targets. After upgrades to the Mombasa port and improvements to
its rail and road links, the average time required to import goods through the port has fallen from 11
days in 2012 to 3.9 days in 2018, and from 15 to 4.8 days for exporting goods. The average time required
to move goods through improved border posts has decreased by 80%. The programme has made a
significant contribution to East Africa’s progress towards a single customs space, including through
the modernisation and automation of Kenya’s customs processes. These are important achievements,
but they have not yet led to the expected increases in trade volumes. The results framework was weak

47. Vital Transport and Education Infrastructure in Border Areas: Final Evaluation Report, Mott MacDonald, October 2017, unpublished.
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4.36

4.37

in failing to reflect any direct impact on beneficiaries. Other lessons from the programme include the
need for a strong approach to managing the risks of co-funding with national counterparts and the
need for flexibility to accommodate changes in scope and budget.

Three of the programmes in our sample contribute to trust funds managed by one of the multilateral
development banks. Trust funds are instruments for the banks to manage grant finance from bilateral
donors. They may have one contributor or many, and operate in one or multiple countries. Their
objectives are defined by the donors, who often use them to build the banks’ capacities in particular
areas. In our sample, DFID business cases justified choosing trust funds as a delivery method owing
to the banks’ greater experience with managing capital investments and to the value of working with
other partners with complementary skills.

Poor performance in two programmes in our sample is linked to weaknesses in trust fund design

or management. The Building Urban Resilience to Climate Change in Tanzania programme (£29.6
million; 2015-20) is a World Bank trust fund that helps national authorities manage urban climate

risk. Its activities include risk assessment, identifying flood mitigation measures and developing
disaster response plans. The World Bank was chosen as a partner because it already had a large and
complementary urban development programme in Dar es Salaam. However, it is not clear that the
World Bank team had the capacity to take on the management of an additional programme. It took
nine months to establish the trust fund after the business case was approved, but DFID's logframe did
not anticipate this. The set-up of a trust fund can be a lengthy process, and in the future DFID should
better account for this in its logframes. The programme was designed to spend a large share of its time
on data collection, community consultation and technical assessments, seeing these as prerequisites
to delivering quality urban infrastructure. However, this has taken longer than anticipated, slowing
down the shift to infrastructure investment. For future urban climate change programmes, greater
realism about data collection and analysis timeframes is required in order to ensure that subsequent
recommendations and infrastructure designs are robust and evidence-based. At the mid-point of the
five-year duration the Tanzania programme had had its budget reduced from £35.3 million to £29.6
million and had disbursed only 20% of this reduced budget, equal to 177% of its original budget. DFID
informs us that decisions on ongoing infrastructure investments through this programme will be taken
shortly. The experience illustrates the need to allow enough time to establish a trust fund and the need
for DFID staff to actively engage to ensure implementation proceeds as planned.

In conflict-affected countries, it is common for donors to establish multi-donor trust funds for
reconstruction work. Pooling resources can improve coordination and enables donors to share risks.
The Afghanistan Infrastructure Trust Fund (Phase 2: UK contribution £15.5 million; 2014-18), managed
by the Asian Development Bank, pooled funding from donors for strategic, high-value infrastructure
projects. The first phase, which began in 2011, performed poorly. The trust fund underestimated the
delays and costs associated with working in an insecure environment. It was also unable to coordinate
donor contributions into the fund with its disbursement needs, leading to delays in procuring and
paying contractors.*® By December 2015, with DFID having originally committed a much larger amount
to the fund, £26 million in DFID contributions had accumulated unused in the trust fund, which risked
being in violation of HM Treasury rules against payment in advance of need.* In July 2016, DFID
recovered its undisbursed contributions and brought its participation in the trust fund to an end.

4.38 Across DFID's diverse set of programmes, common challenges have included:

- longer programme start-ups than originally envisaged
« weaknesses in multi-donor funding mechanisms

« weak capacity in national counterparts and their failure to proceed with agreed reforms or
complementary investments

- external events, such as adverse weather or insecurity
- overambitious or poorly formulated logframe targets and timetables.

The Asian Development Bank has a legal requirement that it must have received the resources from the donor before it can sign grant agreements with the

partner government.

Managing Public Money, HM Treasury, July 2013, para. A4.8.5, link.
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While not all of these challenges are within DFID’s control, the mixed pattern of results suggests
that DFID is not managing its delivery risks actively enough. It needs to do better at identifying
where programmes are dependent on actions by other parties and make realistic assessments

of their capacity to deliver. Timelines and delivery plans need to allow enough contingencies to
absorb delays, and DFID programme management teams need the capacity to intervene to resolve
problems as they occur.

DFID’s technical assistance has been effective in favourable policy contexts

4.39 Policy and regulatory issues are often constraints on the development of sustainable infrastructure, and
many of the programmes in our sample include a capacity-building component to address them:

« The Global Road Safety Facility provides capacity-building support to national authorities, with
an increasing focus on fragile states.

« The Pakistan Economic Corridors Programme is helping to strengthen transport policy at
federal and provincial levels, with a particular focus on road safety and asset management.

«  The Rural Access Programme is building the capacity of district governments on planning,
engineering standards, road maintenance, social inclusion and gender.

440 DFID describes flexible, politically informed technical assistance as one of its areas of comparative
advantage. Among the civil society organisations and other development partners we consulted,
the majority of stakeholders agreed with this. The multilateral development banks welcomed DFID’s
willingness to provide grant-financed technical assistance alongside their investment loans. The
national counterparts we interviewed in Pakistan and Uganda praised DFID's technical assistance as
flexible and responsive. DFID often involves its governance advisers in its infrastructure programmes, to
help address policy and institutional issues.

441 Most of the capacity-building work we reviewed took the form of flexible funds that paid for
international or national experts to support governments with discrete tasks, such as studies or
preparing policy and strategy documents. This can be effective when it helps the counterpart agencies
to implement their objectives. It is less likely to be effective at dealing with deep-seated institutional
problems, such as entrenched corruption.

4.42 Within our sample, the CrossRoads programme in Uganda was the only programme to attempt a more
ambitious approach to addressing vested interests. As discussed above, it engaged simultaneously
with the public and private sectors, attempting to address the governance and market failures that
were leading to high construction and maintenance costs and poor value for money. For example,
contract award decisions were frequently being challenged by unsuccessful bidders, leading to delays
and inefficiencies. CrossRoads introduced a number of innovations into the sector, including new
national transport and road safety policies, better coordination, improved procurement processes,
accredited vocational training schemes and multi-year road maintenance contracts. It also successfully
piloted a construction guarantee fund, to encourage Ugandan banks to lend to smaller national road
contractors, although the fund is yet to find a permanent institutional home. At the outcome level,
the programme successfully brought down the average cost of road maintenance works, but not the
average time required to procure them. Through policy briefs and profile raising, it also contributed
to achieving a 30% cumulative increase in national funding for road maintenance over the life of the
programme.

443 While these were significant achievements, their sustainability has been undermined by a volatile
political context. Some planned reforms in the road sector were not implemented due to delays in
tabling reforms in the Ugandan cabinet, leading DFID to restructure some programme activities.

A series of scandals relating to procurement and safequarding (see Box 10) caused the World Bank

to reduce its engagement in the sector, with negative consequences for CrossRoads. A corruption
scandal, in conjunction with evolving UK policy priorities, led DFID and others to discontinue general
budget support and other forms of financial aid. As a result, broader relations between the government




of Uganda and donors deteriorated.*® Though beyond the programme’s control, these events illustrate
the inherent difficulties of working on complex governance issues.

444 Despite these difficulties, we find that DFID could be doing more to address governance challenges
that hold back transport and urban infrastructure development in its partner countries. This is an area
that fits DFID’s comparative advantage well, given its high risk appetite and ability to design flexible and
adaptive programmes. Well-targeted investments — though high-risk — have the potential to multiply
the impact of other infrastructure finance. Conversely, a failure to address vested interests can quickly
undermine the value of capital investments. A recommendation from our recent review of DFID’s
governance work in Nepal and Uganda — that DFID invest in long-term relationships with a range of
counterparts, while retaining the flexibility to scale individual activities up and down as the context
develops — is equally applicable to its capacity-building work on transport and urban infrastructure.”

DFID relies on the safeguarding policies of its multilateral partners, but does not ensure that these are
effectively implemented

445 Donors working in infrastructure projects acknowledge a responsibility to protect communities
and the environment from harm (known as ‘safequarding’). Harm can be caused in many ways, such
as through the compulsory acquisition of land from poor communities, unsafe work practices on
construction sites or the disruption of ecologically sensitive habitats. In recent years, risks of sexual
abuse of vulnerable people at infrastructure work sites has also emerged as a concern (see Box 10).

446 The ‘do no harm’ principle is part of DFID’s Smart Rules on programme delivery,* and a Smart Guide
on safequarding sets out DFID’s obligations regarding the environment, indigenous peoples and other
social groups, cultural heritage, human rights, consultation with affected communities and worker
health and safety (Box 10 contains a good example of DFID applying the ‘do no harm’ principle in the
Rural Access Programme in Nepal).

Box 10: Protecting the health of women labourers in Nepal

DFID's Rural Access Programme in Nepal engages members of local communities to work in road
maintenance crews. It includes women in the scheme, in order to give them access to employment.

There are particular health risks in involving women in heavy manual work. Uterine prolapse (a serious
medical condition that causes difficulties during pregnancy) is a common problem for women in Nepal,
linked to heavy labour during and just after pregnancy. In Nepal, heavy manual work, including carrying
water and firewood in mountainous terrain, has long been part of women’s domestic life.

The Rural Access Programme has given careful consideration to the risks and taken advice from specialists

at prolapse clinics. To avoid doing harm, it allocates lighter work to women and avoids recruiting those

who are pregnant. If they become pregnant during the works, they are replaced by a family member. So

far, monitoring (including regular community surveys) has not picked up any sign of additional medical

problems for women participants. Because poor nutrition is a risk factor for uterine prolapse, the

programme judges that the additional income provided to women justifies the residual risk. However, it

continues to monitor the issue closely.
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4.47 DFID has no safeguarding policies or requirements that are specific to the infrastructure sector. While
some individual programmes have specific safeguarding policies, risks remain with respect to the
application of safeguards across the infrastructure portfolio. In practice, as its large-scale infrastructure
work is implemented by multilateral partners, it relies on their policies. In recent years, DFID has put
considerable effort at the global level into ensuring that these are adequate. While we did not review
these efforts, representatives from the banks confirmed to us that DFID had provided them with
technical input on safequarding issues, supported by high-level representations, including from the
international development secretary, to give the issue greater prominence.

50. See our discussion of this issue in DFID’s governance work in Nepal and Uganda, ICAI, June 2018, p. 20, link.
51 DFID’s governance work in Nepal and Uganda, ICAI, June 2018, link.
52. Smart Rules: Better Programme Delivery, DFID, version IX, October 2018 - April 2019, s. 3.2, link.
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Box 11: Safequards in infrastructure projects

Infrastructure projects often entail risks of negative impact on local communities or on the environment.
The multilateral development banks have safeguarding policies that require them to minimise harm,
promote positive benefits and manage risks. For example, the World Bank’s policies require it to conduct
environmental assessments and protect forests and natural habitats. There are rules on managing
involuntary resettlement and protecting cultural resources and indigenous peoples. The mandatory
procedures are supplemented by a range of advisory materials on good practice. The regional multilateral
development banks have safeguarding processes that mirror the World Bank’s.>

Within the broader topic of safeguarding, there is currently heightened concern about the risk of sexual
exploitation and abuse of aid recipients after abusive practices came to light during the humanitarian
response to the 2010 Haiti earthquake. Sexual exploitation is also a risk in infrastructure projects, owing to
the concentration of unaccompanied men in work camps, which also comes with a range of other risks,
such as HIV infection, crime and increased traffic accidents.

In 2015, the World Bank suspended a roads programme in northern Uganda after identifying a number

of concerns, including that construction workers had sexually exploited minors at the works site. Other
concerns included poor health and safety management, contractual breaches on safeguarding, poor
project performance and corrupt practices around land acquisition. The allegations were first raised by
civil society organisations and confirmed by the World Bank’s independent complaints mechanism, the
Inspection Panel.** (The UK did not directly fund the project, but is active in Uganda’s roads sector.)*
Since then, the World Bank has introduced a range of new measures to manage these risks, including a
November 2017 action plan on sexual exploitation and abuse* and a guidance note on managing the risks
associated with an influx of temporary labour.””

448 However, the effective implementation of these safequarding policies at country level presents a
significant challenge. While the banks make compliance with their safeguarding policies a condition of
their loans, implementation falls to national authorities and the contractors they engage. Their capacity
and willingness to enforce the policies through complex delivery chains is likely to be variable.

449 InUganda, for example, the National Roads Authority had only two staff members working on
safeguards (including land acquisition) at the time of the 2015 scandal. In the absence of effective
supervision, the contractor had failed to follow the prescribed safequards until the issue was picked
up by a Ugandan non-governmental organisation. The staffing in the responsible department of the
National Roads Authority was later increased to 23, provided with World Bank support (DFID also
provided two experts through the CrossRoads programme). Though DFID did not fund the works
in question, it was funding other road construction in Uganda at the time and faced similar risks. A
subsequent DFID review on safeguarding risks in Uganda noted a lack of knowledge of the issue in
the country office and that DFID was reliant on its programme partners to hold Ugandan institutions
to account for their compliance with national laws and policies.*® DFID staff in Uganda told us that
they have since become much more active in encouraging government agencies and the multilateral
development banks to pay more attention to safeguards.

4.50 In Pakistan we noted serious lapses at one work site we visited, including health and safety issues
and a failure to fence the site off from nearby houses (see Box 12). We are not in a position to judge
how widespread such problems are. However, the incident shows the challenges of ensuring that
contractors comply with safequarding rules and suggests that neither the Asian Development Bank
nor its national counterpart, the National Highways Authority, had adequate monitoring arrangements
in place, and that DFID should be more proactive in engaging with both on developing in-country
systems.

53. See World Bank website, Environmental and Social Policies: link.

54. Republic of Uganda — Transport Sector Development Project — Investigation Report, World Bank Inspection Panel, August 2016, link.

55. Assessment of Environmental and Social Impact of DFID Uganda’s Infrastructure Programmes, IMC Worldwide, July 2016, p. iv, unpublished.
56. Global Gender-Based Violence Task Force: Action Plan for Implementation, World Bank, November 2017, link.

57. Managing the risks of adverse impacts on communities from temporary project induced labor influx, World Bank, December 2016, link.

58. Assessment of Environmental and Social Impact of DFID Uganda’s Infrastructure Programmes, IMC Worldwide, July 2016, unpublished.
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Box 12: Safeguarding lapses at a work site in Pakistan

As part of our review of the Pakistan Economic Corridors Programme, we visited a work site on the E35
Hazara Expressway (Bridge 5). Although our research was not designed to check the implementation

of safeguarding policies, we observed that the site was not fenced off and that people were living near
ongoing construction work. There were also workers on the site without proper safety gear. The works

in question are funded jointly by DFID and the Asian Development Bank, managed by Pakistan’s National
Highways Authority (NHA), supervised by international consultants and implemented by a consortium of
international and local contractors.

We brought our concerns to DFID’s attention and they raised them with the Bank. The ensuing
correspondence between the Bank and the NHA revealed that while the NHA had engaged with the
community and offered to resettle them, residents had declined the compensation offer because suitable
land for building houses was not available for purchase in the surrounding hilly areas.

As the community remained in their original homes, they were using an access road of the under-
construction expressway that connected them to the already completed section of road. Nevertheless,
because of the very close proximity of the houses to the bridge site, a safety issue remains, particularly
during construction. The NHA has informed the Bank that the contractor has now erected additional
temporary barriers around the site, and additional safety supervisors have also been mobilised to monitor
health and safety. DFID Pakistan tells us that it is satisfied with the response.

4.51 We find that DFID is not active enough in ensuring that its work on safequarding policies at the global
level is backed up by adequate implementation arrangements in specific countries and projects.
DFID is responsible for ensuring that safequards are followed on UK-funded projects. While true that
multilateral development banks' practice of operating through partner countries' systems is important
to enable their scale of engagement and to strengthen domestic capacity, in our view DFID should only
delegate implementation to project partners if it is satisfied that they have the necessary capacities
in place. This entails a more active due diligence process of both multilateral development banks and
partner country systems before committing funds and more active monitoring over the life of the
programme, including responses when things go wrong.

Land acquisition is a significant risk that needs to be more actively managed

4.52 Transport and urban infrastructure programmes frequently encounter difficulties around the
acquisition of land to build on. DFID and the multilateral development banks require partner countries
to provide compensation to citizens whose land is taken. However, the process is challenging,
especially where land rights are informal, and prone to corruption. In urban areas, rapid urbanisation
and rising urban land values exacerbate this problem. There is often illegal construction on land
set aside for infrastructure development, including people squatting on the land in anticipation
of a compensation payment. Even a well-administered land acquisition scheme can raise difficult
human rights issues. During our visit to Uganda, we heard that the government’s practice of paying
compensation to men, as heads of households, leaves woman vulnerable to abandonment.

4.53 DFID and the multilateral development banks rely on national governments to manage compulsory
land acquisition according to their own rules (development partners do not as a rule fund
compensation payments). The banks require borrowers to prepare resettlement action plans,
and problems with finalising or implementing them is a frequent cause of programme delays. The
comparatively short lifespan of DFID programmes (typically five years) makes it more difficult to absorb
these delays.

4.54 DFID has a number of programmes that work on land governance issues, including one multi-country
programme: Land Governance for Economic Development (£38.5 million; 2014-21, outside our sample).
However, it currently has limited capacity to provide specialist assistance to partner countries to
resolve land issues around major infrastructure projects. DFID informs us that it is in the process of
developing an African and urban land focussed programme to offer more targeted support in this area.




DFID is actively managing value for money, but with weaknesses in some areas

4.55 We find that DFID is actively managing the value for money of the programmes in our sample. The
programmes use the 4E’ value for money framework (economy, efficiency, effectiveness and equity),
although four out of 13 did not explicitly address equity. Implementing partners informed us that DFID
engaged with them actively on value for money issues and were able to point to instances where DFID
had taken action to improve value for money.

4.56 There are two main elements in DFID’s value for money approach for infrastructure projects. First, it
assesses the likely economic return on the investment in the business case and which delivery option
offers the best value. We found that these assessments varied considerably in depth, approach and
quality, ranging from two pages of analysis to 20-30 pages. For five of the programmes, a cost-benefit
analysis was prepared on a specific proposed investment. The analysis usually included assumptions
and sensitivity analysis (in other words how much the value for money case would change if those
assumptions were varied). We found that the justification for the investment was generally adequate,
although a more standardised approach to the analysis would have been helpful to ensure transparency
and consistency of quality.

4.57 For seven programmes in our sample, no specific investments had been identified at the time the
business case was written, so the analysis was linked to average data from similar investments in the
past.”” In these cases, the value for money case was necessarily speculative, and should have been
validated explicitly at a later point once implementation was sufficiently advanced.

4.58 Second, DFID identifies value for money indicators to track through programme implementation.
Because data on effectiveness is not usually available until infrastructure projects are completed, these
mostly focus on economy and efficiency. We found good examples of DFID monitoring implementers’
procurement practices and assessing input costs, disbursements and project supervisory costs against
projections, to identify delays and cost overruns. For the Pakistan Economic Corridors Programme,
DFID worked with the Asian Development Bank to develop a strong value for money matrix based
around four elements: procurement, sound programme management, building systems, institutions
and markets for sustainability and achievement of outcomes (such as improved road safety and
economic growth). The Bank has adopted the matrix for its own quarterly monitoring. Through its
use of competitive procurement, the programme achieved average savings of 15% from the original
estimates.

4.59 We found that oversight of value for money in trust funds managed by multilateral development banks
was less effective. Several of them experienced delays, linked to a lack of implementation capacity on
the side of the bank, and in the case of the Afghanistan Infrastructure Trust Fund, DFID funds had to be
recovered after unacceptable delays. This does not mean that trust funds are inherently poor value for
money. However, it suggests that DFID needs to be more realistic about start-up times and the level of
oversight needed by DFID staff.

4.60 There is also a wider problem of a mismatch between the length of DFID programmes (usually up
to five years) and the eight to ten years typically required to design and implement infrastructure
programmes. This creates a risk that DFID funds cannot be spent in time or that results will not
be achieved until after DFID’s programme has closed, limiting DFID’s ability to manage value for
money and learn lessons from its investment. The problem is acknowledged in an annual review
of the Managing Climate Risks for the Urban Poor programme, which stated that the programme
did not adequately factor in the long delivery times for resilient infrastructure programmes, which
require much longer than the length of the DFID programme. Three years into the life of that five-
year programme, 55% of the funds have not yet been programmed and are therefore unlikely to be
disbursed before the end of the programme, creating significant value for money risks for DFID.° As a
result, the following year DFID made a no-cost extension to the project from March 2018 to December
2022. While a solution has been found in this instance, implementation timeframes remain a key
inhibitor to both transport and urban infrastructure programme management for DFID.

59. For example, there was no overall cost-benefit analysis for the Private Infrastructure Development Group, although the analysis was done for particular
programme components.

60.  Managing Climate Risks for the Urban Poor: Annual Review 2016, DFID, September 2016, link.
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Conclusions on the effectiveness of bilateral programmes

4.61 Overall, we find a mixed pattern of programme performance, combining strong results in some areas
with frequent implementation problems, including implementation delays and overambitious targets
and timeframes. While DFID has intervened to address problems and most programmes have ultimately
achieved their output targets, the pattern of performance suggests that the portfolio would benefit
from a stronger approach to risk management and greater oversight on DFID’s part.

4.62 We heard good feedback on the quality of DFID’s technical assistance work and saw some useful results,
particularly where the political climate was supportive of reforms. There is a case for DFID doing more
to tackle deep-seated governance challenges in the transport and urban infrastructure areas, drawing
on its comparative advantage in adaptive programming.

4.63 While DFID has reportedly engaged well with the multilateral development banks at the global level
on their safeguarding policies, we find that it is not doing enough to ensure that these policies are
implemented consistently at country level.

4.64 We found active management of value for money across the portfolio, with generally adequate
economic appraisals and active monitoring of cost and efficiency. However, the mismatch between the
length of DFID’s programmes and the time periods required for infrastructure development is inhibiting
value for money, and may lead to compromises in quality due to working with insufficient data, lack of
time for inclusive consultation or insufficient time to embed improved operating processes.

4.65 While acknowledging the quality of some of DFID’s work, we find that shortcomings in delivery merit an
amber-red score for effectiveness of its bilateral work.

Effectiveness: How well does DFID use bilateral investments to enhance the effectiveness and
value for money of multilateral and other infrastructure finance?

4.66 This section explores DFID’s use of bilateral aid to improve the effectiveness and value for money of
infrastructure investments by multilateral development banks and other financiers (rather than its
direct investments in the infrastructure sector in partner countries). As part of the assessment, we
visited the East Africa regional offices of the World Bank and the African Development Bank in Nairobi,
Kenya.

DFID has helped its partner countries access infrastructure finance

4.67 World Bank staff informed us that there is no shortage of multilateral finance available for infrastructure
projects. The limiting factor is a lack of viable projects ready to finance. In principle, borrower countries
are responsible for project designs, which are appraised by the Bank. In practice, low-income countries
usually lack the technical capacity to carry out economic assessments, feasibility studies and detailed
engineering designs, and are generally unwilling to borrow from the multilateral development banks to
meet the substantial costs involved.

4.68 DFID has therefore contributed to project preparation facilities, which fund feasibility studies and other
design costs. The Regional Infrastructure Programme for Africa (£79 million; 2012-16) contributed
to two regional infrastructure project preparation and financing initiatives: the NEPAD Infrastructure
Project Preparation Facility,® managed by the African Development Bank (AfDB), and the EU Africa
Infrastructure Trust Fund, managed by the European Investment Bank. The programme also supported
the Infrastructure Consortium for Africa, which is a coordination body of infrastructure financiers
that the UK helped to launch in 2005.9* Developing regional infrastructure is an important strategic
objective for DFID but regional projects are particularly complex to design, finance and coordinate
among the participating countries. The programme under-delivered on its intended outputs
(mainly studies and analysis), partly because of capacity constraints, and DFID ultimately recovered

61. The New Partnership for Africa’s Development (NEPAD) is an economic development programme of the African Union established in 2002 to provide a
strategic framework for supporting economic cooperation and integration among African countries. See the African Union website: link.

62. See the website: About the Infrastructure Consortium for Africa, link.
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some unused funds from the AfDB-managed facility, following slow disbursement. The programme
nonetheless provided inputs into 53 regional projects, and there is qualitative evidence that it
encouraged the emergence of new partnerships and financing mechanisms for regional infrastructure.

4.69 The Private Infrastructure Development Group (PIDG) was founded in 2002 as a multi-donor initiative
to encourage private sector investment in infrastructure projects in developing countries. It is DFID’s
largest single infrastructure investment. As the largest of nine donors, DFID has contributed £773
million to date, and has recently approved a further contribution of up to £435 million in performance-
based funding over the 2018-21 period (of which 14% is expected to be for transport projects). The
initiative includes a series of facilities that address barriers to private investment in infrastructure
projects, including the high costs of project preparation, high risk for investors and low capacity in
both the public and private sectors. The focus on mobilising private finance is in keeping with the idea
that achieving the Sustainable Development Goals (SDGs) will require moving from billions in official
development assistance to trillions in development finance of all kinds.®*

4.70 PIDG has enjoyed considerable success in leveraging private finance for infrastructure. It claims to
have leveraged £23 for every £1 invested, yielding £9.4 billion in additional investment over the 2012-15
period, of which £6.6 billion was from the private sector. These figures suggest that the programme has
been far more successful at mobilising private finance for infrastructure in low-income countries than
the multilateral development banks.** Other results from the programme are set out in Box 13.

4.71 Five other programmes in our sample also have ‘leverage’ of other finance as an objective (whether
mobilising private finance or bringing new donors on board). The results have been limited, partly
because of the inherent difficulty of developing viable models for private investment in transport
infrastructure other than ports and air transport. DFID has supported both Uganda and Pakistan in
developing public-private partnerships in infrastructure, including major road development, but as yet
the support has not translated into new funding.

Box 13: The Private Infrastructure Development Group (PIDG)

PIDG’s main outcome measures are the total amount of investment finance mobilised and the numbers of
people benefiting from the resulting infrastructure investments. It has exceeded its targets on both. Since
2002, it has helped to bring 154 infrastructure projects to financial close (16.5% for transport), creating
230,000 long-term and 43,000 short-term jobs and providing better services for 222 million people.

In 2014 and 2015, DFID’s oversight of PIDG was criticised by the National Audit Office and the Public
Accounts Committee.® While acknowledging that the initiative had been broadly effective, they found
that DFID had not used its position as the dominant funder to influence PIDG’s operations or strengthen
its performance, and had insufficient assurance over its investments and financial management
practices. DFID responded by introducing a new corporate structure and new governance processes and
management systems.

4.72 We also find the use of the term ‘leverage’ and its measurement by DFID and its partners to be
inconsistent and sometimes unconvincing. In some cases (including TradeMark East Africa and
the Global Road Safety Facility), DFID programmes claim to have leveraged co-funding from other
development partners and development finance institutions, with no clear basis for linking it to UK
funding. At best, this prevents us from assessing the credibility of claimed results; at worst, it gives rise
to the possibility that all the funders are claiming to have leveraged each other, which would not be
meaningful. DFID is working with other donors through the OECD Development Assistance Committee
to improve definitions in this area.

63. From Billions to Trillions: Transforming development finance, World Bank and International Monetary Fund, April 2015, link.

64.  Multilateral development bank joint work on estimating mobilisation levels for 2016 suggests that a total of $69 billion was mobilised for infrastructure that
year by all multilateral development banks together, with just over 10% of that from private finance. For low-income countries, they leverage just $170 million
in private finance (mainly through AfDB’s efforts). PIDG catalysed $12.4 billion in total from 2012 to 2017, of which $8.7 billion was private sector investment.
Converted into an annual figure, this amounts to $1.45 billion, or eight times more than all the multilateral development banks combined.

65. Oversight of the Private Infrastructure Development Group, National Audit Office, July 2014, link; Oversight of the Private Infrastructure Development Group,
House of Commons Committee of Public Accounts, Thirty-third Report of Session 2014-15, link.
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DFID has generated quality research outputs that have influenced its partners

4.73 DFID invests in research programmes on transport infrastructure in order to build knowledge on
cross-cutting themes, such as road safety, and to raise standards across the sector. It has a series of
influential knowledge-based partnerships with the World Bank dating back to the 2000s, which provide
a means of influencing World Bank practices and projects. The programmes we reviewed were linked
to capacity-building work with national governments, to promote uptake of research findings. We find
the research work to be generally of good quality and there is evidence that it has in fact influenced
standards and practices across the sector.

4.74 Astrong example is the Global Road Safety Facility. Road accidents are the leading cause of
death among young people in developing countries and are rising rapidly as a result of increased
motorisation.®® The Facility has developed a range of assessment tools on road safety issues. It
provides technical assistance to partner countries to encourage them to adopt road safety standards
and integrate road safety components into transport projects. It has pioneered an integrated and
comprehensive ‘safe system” approach that covers the road environment, vehicles, and driver
and pedestrian behaviour. Its work has strongly influenced the World Bank, which in 2015 made it
mandatory for the design of its road projects to consider road safety. Overall, the Facility claims to have
leveraged £39 in donor and national funding for road safety initiatives for every £1 invested, although
this might be more accurately described as influencing rather than financial leverage. It has been
positively reviewed by independent evaluators®” and the World Bank’s Independent Evaluation Group.®®

4.75 Beyond our sample, other DFID-supported knowledge-based programmes at the World Bank include
ieConnect (which undertakes innovative impact evaluations in the transport and telecommunications
sectors) and Sum4All (which promotes sustainable transport solutions and is developing transport-
related indicators to measure progress towards the SDGs).

4.76 The Research for Community Access Partnership (£28.5 million; 2014-20) is a centrally managed
research programme active in 17 countries, undertaking research, analysis and capacity building on the
development of rural roads. The World Bank and the Asian Development Bank are represented on its
steering committee and the programme has joint activities with other multilateral development banks
in a number of countries. Its findings are actively disseminated through publications, standards and
manuals, workshops and technical assistance projects. Its research is strongly pro-poor, with a focus
on identifying affordable ways of connecting remote communities to public services and markets. It
has conducted research on the transport needs of women and people with disabilities. Our interviews
with the World Bank, the French development agency AFD and national authorities in Uganda and
Kenya suggested that the research is known and highly regarded. In Kenya, it has influenced the design
of low-cost sealed roads in rural areas, and there are examples of uptake of its work in national design
standards in Ethiopia, Mozambique, Malawi and Tanzania.

4.77 The Rural Access Programme in Nepal also has a strong knowledge component. It has won seven
engineering awards for high-quality design work. It has produced a large volume of guidelines and
training materials and runs training programmes with the Nepali authorities. The World Bank has drawn
on its experience in the design of its own programmes in Nepal.

DFID is increasing its engagement with China on infrastructure issues, but could do more to help partner
countries make informed infrastructure finance choices

4.78 Infrastructure finance has become an arena where emerging economic powers compete for influence.
China is a major funder of infrastructure projects in both Asia and Africa, and India, Brazil and the
Gulf states are also increasingly active. Their combined investments in African infrastructure are now
comparable in scale to traditional development assistance from OECD countries.®’ For developing
countries, Chinese loans may be quicker to mobilise than funds from the development banks, as they

66.  Road Crashes are the #1 Killer of the Young Worldwide, Global Road Safety Facility, World Bank, undated, link.
67. Targeted Assessment of the Global Road Safety Facility, Merits Partnership, 2016, unpublished.
68.  Making Roads Safer: Learning from the World Bank’s Experience, World Bank Independent Evaluation Group, 2014, link.

69.  Building Bridges: China’s Growing Role as Infrastructure Financier for Sub-Saharan Africa, World Bank, 2009, p. xi, link.
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come with fewer requirements around social and environmental safeguards.”” However, they are
not necessarily cheaper: they are usually less concessional in terms and tied to the use of Chinese
construction firms without competitive procurement. Concerns are growing about the added debt
burden of developing countries from Chinese infrastructure lending.” While there are benefits for
developing countries in broadening their sources of infrastructure finance, they need to assess the
long-term financial and economic implications of the deals on offer.

DFID tells us that it recognises China’s importance as a funder, as well as the risks around environmental
and social impacts. It is currently increasing its engagement with China in the infrastructure sphere.
The UK is a founding member of the new China-led Asian Infrastructure Investment Bank (AlIB), with

a capital contribution of around £2 billion.”? It has also provided an additional £38 million from the
Prosperity Fund to the Asian Infrastructure Investment Bank’s Special Fund for Project Preparation.
Through this contribution, it hopes to influence the development of construction standards and
safeguarding policies, while also creating opportunities for British and international firms to participate
in Asian Infrastructure Investment Bank projects.

DFID’s Asia Division also engages with the Chinese government on its infrastructure funding, with

a focus on environmental and social standards, inclusion and alignment with national development
strategies. HM Treasury leads UK engagement in the G20 Infrastructure Working Group, which has
debated the impact of Chinese infrastructure investment in developing countries, including China's
Belt and Road Initiative and its impact on debt sustainability. DFID and the Treasury supported the
establishment of a G20 study group (led by the Chinese government) on requlation and reform of
the financial sector to promote environmentally sustainable investment, including in infrastructure.
DFID plans to work with the Treasury and international financial institutions to monitor and promote
sustainable lending to developing countries.

DFID also plans to become more active in promoting inclusion in infrastructure development. The
DFID-supported Global Infrastructure Hub is currently producing a tool on inclusive infrastructure,
which DFID hopes will influence Chinese-funded projects. The Private Infrastructure Development
Group is currently undertaking a scoping study to assess opportunities for collaborating with China’s
Belt and Road Initiative. The Global Road Safety Facility has also engaged with Belt and Road Initiative
projects in Kazakhstan and Vietnam on road safety. The Infrastructure and Cities for Economic
Development programme has a specific gender and inclusion strategy and has produced a number
of reviews and knowledge products addressing issues of inclusion in urban and infrastructure
programming.

At the country level, we were told that a DFID programme (outside our sample) was working with the
Ugandan Ministry of Finance, Planning and Economic Development to help it make more informed
decisions about infrastructure finance, taking into account quality standards, debt levels and whole-
of-project costs. However, some national stakeholders told us that DFID could be playing a stronger
role in promoting adherence to standards and safequards across the sector. We find that there is scope
for DFID to engage more actively with its partner countries to help them become more sophisticated
consumers of infrastructure finance.

Conclusions on DFID’s bilateral and country engagement with other infrastructure financiers

70.
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We find that DFID has used its bilateral investments well to enhance the value of multilateral
infrastructure finance. Its research is of good quality and has helped to improve standards and practices
in a number of areas. DFID also helps partner countries access multilateral finance, by funding project
preparation costs. Its largest infrastructure project, the Private Infrastructure Development Group, has
proved highly effective at mobilising private infrastructure investment. In other programmes, leverage
results were less clear, due partly to difficulties with measurement and attribution.

The policy of the China Ex-Im Bank, which is a key source of Chinese finance, is to follow national regulations, rather than impose its own standards, see
Building Bridges: China’s Growing Role as Infrastructure Financier for Sub-Saharan Africa, World Bank, 2009, p. xiii, link.

‘IMF’s Lagarde warns China on Belt and Road debt’, Financial Times, Charles Clover, 12 April 2018, link.

Only £80 million of this contribution will be paid to the Bank. The balance takes the form of ‘callable capital’, which can be called in if the Bank enters into
financial distress, which is considered very unlikely. The callable capital is a contingent liability on the UK’s balance sheet, increasing debt but not the deficit.
Explanatory Memorandum to the Asian Infrastructure Investment Bank (Initial Capital Contribution) Order 2015, HM Treasury, 2015, link.
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DFID has been scaling up its engagement with China on infrastructure finance around social and
environment standards, inclusion and debt sustainability, building on the UK’s role as a founding
member of the Asian Infrastructure Investment Bank. There has been a substantive increase in effort

in this area within DFID and across the UK government in the last 15 months. Examples of this include
the internal DFID Belt and Road Initiative working group, which has a focus on standards (driving
approaches across government), as well as technical cooperation in third countries through broader
regional trade and connectivity programming. This all complements ongoing programmes focused on
delivering transnational infrastructure projects and regulatory reform in Asia, which have been running
over the last five years.

The Belt and Road Initiative, and other regional initiatives, present opportunities to deliver substantive
benefits for low-income and low-middle-income countries in Asia. This strongly implies that even
further effort and focus will be required from DFID and other government departments over the next
few years. We welcome these initiatives, although we have not reviewed them in detail. However, we
note there is scope for DFID to do more to encourage its partner countries to maintain standards in
transport infrastructure development and to help them become more sophisticated consumers of
infrastructure finance.

Overall, DFID merits a green-amber score for its partnerships with the multilateral development banks,
its investments in project preparation and finance facilities and its high-quality research work.




5 Conclusions & recommendations

Conclusions
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We find that there is a strong rationale for DFID’s transport and urban infrastructure work, which
contributes to its objectives on economic growth, poverty reduction and building resilience. Its
projects support its ambition to promote economic transformation, with an emphasis on regional
economic integration and reducing the isolation of deprived areas. DFID has a good understanding of
its role alongside the multilateral development banks, using bilateral programmes to raise standards
across the sector and to help partner countries access and make better use of infrastructure finance.
However, we find that while the portfolio focuses on deprived areas, its growth-focused programmes
lack a strong pro-poor focus and a consistent approach to inclusion in their design.

The effectiveness of the portfolio is mixed. DFID has achieved some strong results from its technical
assistance, on leveraging private investment and from its research programmes. However, its
investment programmes have encountered a range of delivery problems, linked to overambitious
schedules and unrealistic assumptions about partner capacity, and show a mixed pattern of results.
While DFID actively manages value for money;, it faces challenges in matching long infrastructure
design and delivery times with its typically shorter programme durations.

DFID will need to address these challenges if it is to successfully scale up its programming in the
challenging area of urban infrastructure. We have a number of recommendations for how DFID can
strengthen its transport and urban infrastructure work.

Recommendations

Recommendation 1: In the continuing development of its infrastructure strategy and guidance, DFID should
address the need for the following:

a more rigorous approach to project selection and clear expectations around economic analysis, with
arange of tools and approaches

a strong focus on identifying and addressing governance and market failures that inhibit sustainable
infrastructure development

realistic timetables and how to manage investments lasting beyond a single programme cycle
stronger programme supervision and risk management processes

a more systematic approach to enhancing impact on poverty reduction and ensuring the inclusion
of women, people with disabilities and marginalised groups, including monitoring intended and
unintended impacts on target groups.

Problem statements

There is variation in the depth and quality of economic analysis in DFID’s business cases for
transport and urban infrastructure. Key assumptions underlying the analysis are not being verified
during the life of the programme.

DFID’s infrastructure investments are not always underpinned by sufficient analysis of
infrastructure deficits and their causes in particular countries, including governance and market
failures.

Many of the programmes we reviewed had made unrealistic assumptions about partner capacity
and timelines, and had to be subsequently modified.

While some DFID infrastructure programmes explicitly target poor communities, programmes that
are primarily focused on promoting growth lack explicit strategies for ensuring that their impact

is pro-poor and includes marginalised groups, and do not monitor how they affect different social
groups.




Recommendation 2: When funding infrastructure through multilateral partners, DFID should ensure that there
are adequate safeguarding systems and the capacity to implement them in place at country level (including in
national counterpart agencies), and verify that this remains the case throughout the life of the programme.

Problem statements

«  DFID’s multilateral partners do not always have adequate systems and capacity at the national level
to ensure effective implementation of their safequarding policies.

- DFID country offices were not taking active measures to ensure that safequarding policies were
being followed in programmes co-funded with multilateral development bank partners.

Recommendation 3: To improve its ability to manage complex transport and urban infrastructure
programmes, DFID should make more use of staff from regional departments and centrally managed
programmes to supplement capacity in country offices. This might include deploying additional experts
during the design and inception phases of new programmes, to help build working relationships with national
stakeholders, and providing ‘over the horizon’ support throughout the life of the programme on issues such as
land acquisition and safequarding.

Problem statements

- While there is a good strategic case for expanding DFID’s urban infrastructure work, such
programmes are challenging to implement, owing to the need to build relationships with multiple
counterparts at national and local levels.

«  While DFID can bring in additional technical expertise through centrally managed programmes,
this does not ensure capacity to manage counterpart relationships effectively.

Recommendation 4: DFID should clarify how it will work with China and other new donors on infrastructure
finance, and prioritise helping partner countries become more informed consumers of infrastructure finance.

Problem statements

- The growing importance of finance and construction firms from emerging economic powers is
creating new opportunities for infrastructure development in DFID’s partner countries, but also
creates risks around standards, safeguards and debt sustainability.

- DFID’s partner countries may not be in a position to assess the full costs of financing offers from
new donors.




Annex 1Sample programmes

Delivery
Programme Location Budget Timeframe Sector modality and
partner

Private Infrastructure Centrall Multi-donor
Development Group AN e\c/I £773 million  2012-2019  Cross-sector organisation
(PIDG) Phase 2 g (PIDG)

Description: PIDG was established in 2002 by a coalition of partners to overcome obstacles to private sector
involvement in infrastructure development. DFID is currently one of nine donors to the organisation. It has created

a range of specialised financing and project development subsidiaries designed to overcome these obstacles. DFID’s
latest round of financing to the organisation supports these subsidiaries to further private investment opportunities in
vital infrastructure in poorer countries.

EU and African
Development Bank
£79 million 2012 - 2016 Cross-sector (AfDB) trust funds,
secondments to
AfDB

Regional Infrastructure
Programme for Africa
(RIPA)

Centrally
managed

Description: RIPA aimed to strengthen the preparation of regional infrastructure projects in Africa and the availability
of finance for their implementation. It did so by investing in two existing multi-donor facilities: the Infrastructure
Project Preparation Facility (IPPF) and the EU Africa Infrastructure Trust Fund.

Research for
Community Access
Partnership (ReCAP)

ezl £28.5 million 2014 - 2020 Transport Contractor
managed
Description: ReCAP brings together current and former DFID-funded research programmes (AfCAP in Africa and
AsCAP in Asia) in rural roads and transport services. The aim of the partnership is to improve accessibility of the rural
poor in Africa and Asia to economic opportunities and social facilities through improvements to infrastructure and
transport services. The immediate focus of the partnership is on strengthening the evidence base for approaches to
cost-effective and reliable low-volume road and transport services, thereby influencing policy and practice.

Infrastructure and
Cities for Economic
Development (ICED)

el £33.5million 2015 - 2020 Urban gz
managed contractors

Description: The ICED programme supports DFID and its development partners in delivering initiatives improving

the enabling environment for sustainable, inclusive growth-enhancing infrastructure service delivery in DFID focus
countries and harnessing the benefits of cities for sustainable economic growth and poverty reduction in DFID focus
countries. Some of this work is delivered by assisting DFID country offices to scale up bilateral programming through
the ICED Facility, and other work is focused on international influencing and the delivery of knowledge and know-how
with and for a range of partners.

Global
Global Road Safety Centrally - partnership
Facility (GRSF) PO £9.8 million 2013 - 2021 Transport rrrged byde

World Bank

Description: DFID is providing funding to GRSF, a global partnership programme administered by the World Bank.

It was established with a mission to help address the growing crisis of road traffic deaths and injuries in low- and
middle-income countries. The Facility provides funding, knowledge and technical assistance that enhance World Bank
work in the transport sector and leverage road safety investments. GRSF works with client countries to help develop
sustainable and action-oriented agencies that are capable of coordinating activity across the multiple sectors engaged
in road safety, responding to evolving needs and increasing resilience.




Delivery
Programme Location Budget Timeframe Sector modality and
partner

Joint programme
with the Asian
Development

Pakistan Economic
Bank (ADB), plus

Corridors Programme Pakistan £265 million 2015 -2020 Transport fnanci
nancial support
(PECP) for the Punjab and
Sindh provincial
governments

Description: PECP aims to promote regional trade and economic growth in Pakistan by improving the road network.
The programme is being implemented by the ADB. The majority of funding is devoted to extending and upgrading
the national highway infrastructure. The programme also supports public-private partnership facilities aiming to
strengthen private sector engagement in infrastructure in Punjab and Sindh. It also provides significant funding for
technical assistance to support improvements and reforms in the road sector across Pakistan.

Immediate bilateral
support for Vital
Transport and Education Pakistan £22 million 2010 - 2017 Transport Contractor
Infrastructure in Border
Areas (VTEI)

Description: The VTEI project aimed to rebuild bridges and schools in Malakand division in Pakistan destroyed
in conflict in the three years leading up to 2009, or by floods in 2010. The programme thus supports transport
infrastructure as well as education.

Multi-donor
. e programme
i dar ast Africa Uganda £40 million  2009-2017  Transport ~ managed bya not-
Uganda (TMEA-U) for-profit company
(TMEA)

Description: DFID has provided just under £40m to TMEA’s programmes and activities in Uganda, aimed at
strengthening regional integration and improving trade competitiveness. TMEA-U is TMEA's second-largest country
programme, after Kenya. Key activities in particular have been to upgrade an important road to Rwanda and to improve
customs facilities at the Elegu border post on Uganda’s border with South Sudan. Various other activities have been
around integrating border management systems, standards and customs processing in Kampala and at border posts.

Contractor, plus

Creating Sustainable aor rilsuiisne e
Opportunities for . the World Bank
. Uganda £21 million 2009 - 2018 Transport
Spending on Roads 9 P and the Uganda
(CrossRoads) National Roads
Authority

Description: CrossRoads aimed to improve the quality of Uganda’s road network and to help improve the efficiency
of the Ugandan government’s spending on roads. It worked to develop a more competitive and sustainable road
construction and maintenance industry in Uganda. Work focused on increasing the private sector’s ability to provide
road maintenance and construction services, and on improving the way that work is procured and managed by
government departments.

Rural Access
Programme Phase 3 Nepal £72.5million 2013 - 2021 Transport
(RAP3) Nepal

Multiple
contractors

Description: This is the third phase of a programme delivering improved road access for rural communities in western
Nepal. This phase aims to improve road access for 2.1 million people, thereby improving economic opportunities and
increasing access to markets and social services throughout the year. The project also provides a route out of poverty
through access to work for 8,100 people in road maintenance and construction. It promotes equal access to work
opportunities for women.




Delivery
Programme Location Budget Timeframe Sector modality and
partner

Asian Development
Bank managed
multi-donor trust

Fund (AITF) Phase 2 fund

Afghanistan
Infrastructure Trust Afghanistan £15.5 million 2014 -2018  Cross-sector

Description: AITF pools and delivers financing from donors and the private sector for strategic and high-value
infrastructure in Afghanistan in line with government strategies and priorities. This is the second phase of DFID
financing to support sustainable investments in large-scale infrastructure in the transport, energy and water resources
sectors. This aims to provide better access to infrastructure services for people and businesses, and increasing
government capacity to manage the development of Afghanistan’s infrastructure.

Building Urban

Resilience to Climate ISR
. . Tanzania £29.6 million 2015 - 2020 Urban managed trust
Change in Tanzania fund

(TBUR)

Description: The programme is a partnership between the government of Tanzania, the World Bank and DFID to
support national and local governments in strengthening management of urban climate risk. The programme supports
the introduction of modern and cost-effective methods for quantifying disaster risk and potential impacts, in order to
build greater resilience in urban areas.

Multi-donor
Strengthening Regional programme
Economic Integration Kenya £58 million 2013 -2018 Transport managed by a not-
(SREI) for-profit company
(TMEA)

Description: The programme provided funding for TMEA to deliver improvements at the port of Mombasa, including
construction of one-stop border posts, a critical road for port connectivity, improvements in customs systems and
strengthening regional trade agreements. This work would improve the pace of infrastructure development and
enhance regional trade competitiveness, contributing to increased exports and regional trade in East Africa and
benefiting the regional population.
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