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Background and Context

Since its launch in 1999, the Cities Alliance has rapidly established itself as the leading global coalition focused on the developmental role of cities, and on slums. Amongst the very first acts of the Cities Alliance was the drafting of the Cities without Slums action plan, which was subsequently picked up by the UN Secretary General and, with an irresistible combination of the patronage of Nelson Mandela and the endorsement of the world’s leaders, secured slums a modest but vital position on the world’s development agenda. The term Cities without Slums, inspirational to many,  criticised and sometimes wilfully misunderstood by others, is now substantially associated with the Cities Alliance, and with its members.
While the Cities Alliance has continued to grow in size and in stature, it has nonetheless retained its original sharp focus, and working methodology. The Cities Alliance is not a new, independent development organisation, but a global coalition of cities and their development partners. With no independent implementation capacity, the Cities Alliance is an instrument of its members, explicitly geared towards providing support to cities of all sizes in the developing world.


Cities Alliance support remains focused on two main substantive areas: 
· support for citywide, and nationwide, slum upgrading; and 
· support for city development strategies, through which a city engages its essential stakeholders to formulate a long-term, sustainable and inclusive future for all its citizens. 

Both types of activities will require the support of investment partners within the context of a sustainable financing strategy, signalling the need for approaches that move well beyond the scope of development aid and grants.


In addition to the central importance of investment and financial sustainability, the Cities Alliance provides support on a conditional basis, governed by a set of ten criteria that are explicitly designed to overcome some of the known weaknesses and failures of international development assistance, and which need to be subject to constant review and reinterpretation. One of the central philosophical underpinnings of the Cities Alliance – that of promoting coherence of effort – was significantly reinforced through the adoption of the Paris Declaration on Aid Effectiveness, to which many Cities Alliance members are signatories in their own right.


However, it is worth recalling that one of the original motivations behind the establishment of the Cities Alliance was a general frustration at the perceived failure of development institutions to collaborate with each other, and also to focus on a rapidly urbanising world, the urbanisation of poverty and the related growth of slums. Apart from a few, if notable, successes, international development assistance had no discernable impact on the issue of scale, as the number of slum dwellers in the second half of the 20th Century grew from an estimated 35million to over 900 million.


In general, urban development assistance has been dominated by sectoral projects, limited in focus and in scope, and constrained by short-term political considerations, and donor funding requirements. When there was later a partial shift to budgetary support, it was the anti-urban bias of most national governments that ensured that neither cities nor slums were the focus of long-term planning support. 
 

The Cities Alliance was also created, inter alia, to improve collaboration between the major multilateral and bilateral actors engaged in urban development, and to convince members and partners alike to focus on the issue of scale – so that, slowly, painfully but inexorably, development replaces decay and decline, the numbers of slum dwellers is reduced as their circumstances improve, and cities’ economic growth, prosperity and systemic investment in institutions causes the gradual disappearance of slums.


The focus of this collaboration was originally on the relationship between the two founding members, the World Bank and UN-Habitat. As the Cities Alliance has expanded its membership, however, the primacy of this relationship – so essential for the original stewardship of the coalition - has gradually evolved, to the benefit of the partnership as a whole.


Since its establishment, the Cities Alliance has approved projects worth $90m through which assistance has been provided in over 50 countries and more than 210 cities, and linked – directly and indirectly – to over $8.5bn of investments. Even as the Cities Alliance core budget increases through a combination of increased confidence and new members, the Cities Alliance’s major impact will rest largely in two main areas, one internal, the other external: (i) the effect that Cities Alliance learning has on the main development programmes and budgets of its members and, (ii) the value and utility of the knowledge and learning that the Alliance harnesses and disseminates to partner cities and countries.


To monitor and evaluate the effectiveness of the organisation, the Cities Alliance has deployed considerable time and resources to being evaluated, with some regularity, with close attention being paid to the internal management of the Secretariat, and to the impact of the organisation as a whole. In addition to a number of small-scale evaluations, the Cities Alliance Consultative Group has commissioned two major, independent evaluations, both subject to international tendering. Both the 2002 and the 2006 evaluations have provided positive overall assessments of the organisation, and both have also made specific suggestions as to how the organisation could be strengthened. 


In adopting the findings and recommendations of the 2006 evaluation, the Consultative Group requested the Secretariat to produce a draft Medium Term Strategy to guide the organisation for the next three years. The main elements of the Strategy were presented to, and discussed with, the Steering Committee in Nairobi in April 2007, and the Policy Advisory Board in Tunisia the same month. Additionally, some of the central issues now incorporated into the Strategy were canvassed with all members of the Consultative Group in a letter inviting their input. This is the second draft of the Medium Term Strategy, which incorporates some of the written comments received from members of the Steering Committee, and which now requires the careful deliberation and further inputs of the members of the Consultative Group.


There are a number of fundamental choices facing the Cities Alliance and its members, including the overall trajectory of the organisation, its size and its continued mission. At the core of the debate is a choice between the search for new, innovative and inherently more risky ways of providing ever more effective support to cities and countries, or the more limited (but nonetheless legitimate) objective of  being a well-respected and well-managed portfolio of interesting projects,  and better-than-average annual meetings. Readers of this Medium Term Strategy will be left in little doubt as to the orientation of the Secretariat, which has produced this draft Strategy for discussion. 


Points of Departure: 

Before introducing the outline of the Medium Term Strategy, it would be appropriate to note the points of departure that have guided the thinking in the drafting of this discussion document:

· The work of the Cities Alliance needs to build upon that of its members, utilising their respective strengths and mandates, and not duplicating their efforts;

· The Cities Alliance Secretariat has very specific functions and tasks, all of which are determined by the Consultative Group – however, the Secretariat is not the Cities Alliance;

· Although the Cities Alliance will require increased resources to achieve its potential, and implement this Medium Term Strategy, it is not designed to achieve its major impact through its funding activities; and 

· The Cities Alliance’s major impacts will be achieved through the sharpness of its focus; the quality of its work portfolio; the value of the knowledge that it generates; the analyses it produces; the quality of support it provides; and the learning that it promotes.
Medium Term Strategy 2008-2010: Summary


The Secretariat proposes that the first Medium Term Strategy be for the period 2008 – 2010, and that it be updated annually, and reviewed by the Consultative Group. Thus, the Cities Alliance will always be operating within a minimum of a three-year time horizon, which will also greatly facilitate the drafting of the Secretariat’s annual work plan.

In terms of the proposed Medium Term Strategy, the Cities Alliance will retain its existing focus of activities while significantly overhauling and upgrading its knowledge management capabilities, which will be underpinned by a bold communications strategy developed with its members, and a rigorous monitoring and evaluation strategy. The Cities Alliance will enter into more formal longer-term relationships with a limited number of leading cities and countries, while simultaneously making available a readily accessible mechanism to begin the process of developing a partnership with other cities and countries, especially least developed countries. A central feature of the medium term strategy will be to emphasise the partnership nature of this global coalition, and in finding new ways to engage more of our members.  

While operating within the framework of the Charter, and retaining its substantive focus, it is proposed that the Goal of the Medium Term Strategy should be for the Cities Alliance to increase its contribution to systemic change, and to scale. In order to achieve this goal, the Medium Term Strategy will be implemented through four objectives:


I. To systematically increase the ownership and leadership of  cities and countries;


II. To raise the profile of cities, and of slums;


III. To increase the depth and breadth of Cities Alliance members’ involvement; and 

IV. To continually improve the management of the Cities Alliance work programme.  


The incremental cost for implementation of the Medium Term Strategy is estimated at US$24 million, to be allocated over three years (FY08-10) and disbursed over five-to-six years.  The strategy would be funded from a combination of three sources:  (1) existing unallocated balances; (2) new financial contributions; and (3) reallocation of existing Core resources (if needed).   

These funds are in addition to the current work programme and funding levels, which averaged $8.1 million in Core allocations per year during FY05-FY07, and $9.6 million allocated for Non-Core funded activities.  See Annex 2 for an indicative budget and Annex 3 for further explanation on financing of the MTS.  

Medium Term Strategy: Discussion
	Goal:

The Cities Alliance increases its contribution to systemic change, and to scale




The Cities Alliance is a Learning Alliance. 


From its earliest days, the Cities Alliance has become more systematic in understanding the reasons for the success or the failure of the work that it has supported. To date, every single completed activity financed by the organisation has been the subject of an evaluation of some kind – mostly by the Secretariat, but also by outside evaluators, and sometimes by both.
These evaluations are, however, but one part of how the Cities Alliance learns. Greatly assisted by its members, and their help and insights in observing and understanding what drives change in a given city or country, the Cities Alliance has, over the years, identified a number of conditions that seem to be essential for success. None of these are new, nor are they novel – indeed, most of them are known - but they are, all too often, missing or ignored.

They include:

· The importance of the city or national government leading the process;

· City or national governments having the political will to take the necessary decisions, and to see them through; 

· The importance of providing support to national associations of local government, and strengthening the city’s voice in national debates on urban development;

· The need for a long-term vision and programme, which does not get derailed by short-term political considerations, such as election cycles; 

· The need, in parallel, for long-term, consistent and reliable support by partners, which do not get derailed by short-term considerations, such as a budget deadline;

· The importance of these reforms being seen as the core business of the government;

· The need for strategies to leverage private sector investment;

· The need for setting public targets, so that the population can identify with the objectives, and also hold the government accountable; 
· The need for resources to be allocated accordingly; and

· The central importance of a consultative or participatory approach, embracing the private sector and slum dwellers alike.
The Cities Alliance’s experience has shown that, for reforms to be successful, they are normally undertaken on a multi-sectoral basis. In the case of slums, for example, it is unlikely that slums will proliferate solely due to the shortcomings in one sector – on the contrary, our experience has shown, time and again, that the growth of slums is caused by policy and resource deficiencies across a geographically-diverse, broad spectrum of sectors – in short, slums are the physical manifestation of a systemic, policy failure. 

Conversely, it is difficult to see how a sectoral, project-based approach to slums or to urban development more generally, can achieve impacts that will not only be sustainable over time, but will allow the shack to become the house, the slum to become the suburb, and the slumdweller to become the  citizen. The Cities Alliance has, thus, been consistently reinforced in its insistence on a citywide, multi-sectoral approach to its work. 

In general, we have found that the work of our members is likely to have maximum traction in those countries that have already made a firm commitment to change, and are in a general state of promoting reforms. Such a city or national government actively plans for, and prepares, far-reaching changes across different tiers of government, and across multiple sectors, over time. 

Indeed, it is becoming ever more apparent that the scale of the development challenges faced by many of our partner countries demands nothing less than a fundamental re-examination of  priorities, policies, budgets and systems of governance, and which can not be satisfied through a collection of ad hoc, standalone projects.  At best, such a project may have demonstration value – it is unlikely to contribute to real and meaningful change. The Cities Alliance should increasingly avoid supporting such activities.  The Cities Alliance should also be clear about encouraging projects driven by city government, or state or national governments, and should discourage our members taking the lead in projects. 

Indeed, most of the countries in which the Cities Alliance support is required will have to undertake fundamental reforms, in order to overcome huge social, economic and infrastructural backlogs. In short, a city that has 40, 50 or 60 percent of its population living in slums, un-serviced and socially excluded, doesn’t have a ‘slum problem’ – it has a city problem. It is no real surprise, therefore, that the Cities Alliance’s most effective work has been undertaken in cities or countries where a set of reforms is already underway – countries such as Brazil, China, Chile, Morocco, the Philippines, South Africa and India, or cities such as Salvador, São Paulo, Alexandria, Lagos, Yangzhou, Bombay and Manila – or where there are very clear signs of a move towards reform, as in Vietnam, Ethiopia, Egypt or Zambia, to name a few.

The first premise of the Medium Term Strategy, therefore, is that the Cities Alliance should prioritise working with those governments already committed to change and reform over time – for three main reasons: (i) the Cities Alliance support will have a far greater impact and (ii) the opportunities for learning and knowledge sharing will be greatly enhanced, and (iii) the model or example to other cities or countries will be more emphatic.

Prioritising these leading countries also addresses one of the founding tenets of the Cities Alliance Charter, that of meeting the challenge of scale. In this respect, the issue of scale is not addressed by merely finding the greatest concentrations of poverty, but rather in working with those governments which hold the greatest promise for improving the living conditions of the greatest number of urban poor. In effect, the city or national governments that should be seen as the Cities Alliance’s natural partners are those that have already taken the decision, (or are in the process of doing so), to decisively address the needs of their urban poor and have recognised that, in order to make this sustainable, this needs to be undertaken in the context of citywide or nationwide reforms. This is contrary to an oft-held view that the Cities Alliance (and development agencies generally) should focus primarily where poverty is deepest. 

To repeat, the goal of the Cities Alliance in its Medium Term Strategy should be to increase its contribution to systemic change, and to scale.

In order to achieve this goal, and this impact, the Cities Alliance Secretariat will develop criteria to identify those countries where Cities Alliance activities have the potential to achieve the greatest impact, to support activities that do achieve scale, and tailor a work programme accordingly. This will enable the Cities Alliance to indicate its willingness to become a stable partner and enter into a longer-term partnership with a select number of countries, agreeing to support such countries for a longer, specific period and in so doing help to consolidate city or country-led reforms by offering consistent, reliable, professional and critical support. This approach would allow both parties to move beyond the short-term, ad hoc, donor-driven projects, very few of which have any impact beyond the activities themselves. The obvious starting point, in many ways, is to formalise the relationship with those countries that already have an existing portfolio, with a diverse range of Cities Alliance activities already supported through active Cities Alliance members.
Indeed, this approach has already been clearly emerging in the relationship between the Cities Alliance and a number of countries, such as Brazil, where the Cities Alliance has its largest and most successful portfolio, the Philippines, where city development strategies have been institutionalised, and in South Africa. Institutionalising activities that have already demonstrated their capacity to make a real change goes to one of the founding tenets of the Cities Alliance Charter: ‘scaling-up successful approaches to overcome urban poverty’. 

Two caveats are immediately important: The first is that this approach is not meant to exclude all other countries from being able to access Cities Alliance support – on the contrary, this approach will be most successful if it actively encourages other cities or countries to learn from the progress that has been made in certain countries, and find ways of adapting these lessons to their own situation. This will, therefore, necessitate the design of the Partnership Grant,  a complementary new product within the Cities Alliance armoury, one specifically designed to assist prospective city or national partners to access programmatic Cities Alliance support, ideally as a first or second step towards the goal of a longer-term partnership and a Framework Agreement. In part, this product can build upon the recent success of the preparatory grants in improving the quality of the Cities Alliance portfolio. 

It also suggests that the Cities Alliance needs to develop ways to wholesale its knowledge and technical assistance delivery.  There are tens of thousands of cities in the world, each of which would benefit from improved strategic city development planning, and from knowledge about scaling up slum upgrading.  But realistically, only a very limited number can be reached through direct CA technical assistance and structured, longer-term support.   

The second caveat is to clarify that, although this Medium Term Strategy is unashamedly programmatic in its orientation, space should always be left for the possibility for the Cities Alliance to entertain requests for support to an innovative  proposal from a given city, or country. Therefore, the Cities Alliance must continue to signal its willingness to accept new proposals from cities and countries for support, according to the current guidelines and procedures. 
Beyond those caveats, though, the direction should be clear. The Cities Alliance should not engage in activities where it has absolutely no comparative advantage: it is not a post-conflict or disaster agency, nor does it generally fund research or conferences, and nor does it duplicate – or fund – the work of its members. It is a global coalition of cities and their development partners that works through the capacity of its members. The role of the Secretariat is to actively facilitate the most effective involvement of Cities Alliance members, to constantly try and improve collaboration between these members, and to help broker the best possible assistance, viewed from the perspective of the client city or government. 
The Cities Alliance should measure its success by the extent to which its work has contributed to change – policy, legal, administrative, bureaucratic and budgetary change – that is essential to improve both the lives of the urban poor and the overall health of the cities in which they reside. It should also measure this change by the impact it has on the issue of scale – helping cities and countries to not only reduce backlogs, but begin the vital task of finally getting ahead of the problem, leading inexorably to a reduction not only in the numbers of slum dwellers, but also to an increase in the number of Cities without Slums. 

	Objective One:


To systematically increase the ownership and leadership of cities and countries



This first objective carries a great deal of the weight of the Medium Term Strategy, focused, as it is, on the core issue of the quality of the Cities Alliance’s work programme. It is also a modest attempt to begin to address what is often amongst the most problematic aspects of development assistance – the donor-client relationship. Such problems have included the structural imbalance between the donor and the client; the tendency for development priorities to change; the linkage between accepting assistance and particular developmental models, and/or consulting services; the limited usage of local consulting skills; and so on. 
However, instead of analysing the problems at great length, we rather prefer to make clear our assumptions, and to spell out the proposed approach. These both arise from the very direct experiences of the Cities Alliance portfolio.

Client Execution

Our point of departure is as straightforward as it is clear: We believe that an activity’s chance of success is directly related to the extent that it is conceived, designed, proposed and managed by the entity requesting the assistance – generally, a city government, a national association of local governments, and/or a state or national government, or one of their local partners.  The role of international development partners, in this case, Cities Alliance members, is to provide active support and professional expertise in response to the need and requests of the partner making the request. Ideally, therefore, the city chooses our member(s), rather than the member choosing the city.

We believe that our members will want to identify mechanisms that strengthen both the ownership and the leadership of partner cities and countries, an objective strongly reinforced by the commitments and objectives contained in the Paris Declaration on Aid Effectiveness.  The mechanisms, however, should be designed in a way that retains our members’ important strategic and technical inputs to the process.
We recommend that, as a matter of policy, the Cities Alliance indicates its preference for its activities to be implemented and managed by the partner, be it a city, a country or a local partner. We also hope and anticipate that this will empower and encourage cities to be more assertive in their choice of partners. Cities that control the funds will be able to take a more direct role in selecting the sources of technical assistance, possibly enhancing the utilisation of local or regional capacity and skills; and in not being beholden to purchasing services based on the source of funds or co-sponsorship. 

Only in those instances where the city or its local partners clearly have insufficient capacity to properly manage and administer Cities Alliance funds, should a member of the Cities Alliance, or a third party, be requested to act as agent of the city, and manage the implementation.  Other instances where client execution may not be opportune may include those countries where there are legislative or administrative barriers to such an arrangement or where unintended but significant financial penalties may be incurred (for example, through attracting taxes from which a multilateral institution may be exempt). 

However, we expect these to be the exceptions and that, in the majority of cases, it will be the city or country that enters into a grant agreement with the Cities Alliance. 
In addition, it will also entail the same cities or countries reporting directly to the Cities Alliance – and the Consultative Group – on the progress made, the utilisation of funds and, most pertinently, on the results achieved. This approach will also underscore the importance of monitoring and evaluation within the Cities Alliance work programme, undertaken by cities with support from Cities Alliance members. 
The Cities Alliance Secretariat has already established a good track record of implementation through small cities and, in some cases, NGOs, some of whose reporting and fiduciary compliance is of the highest standard. Extending this throughout the portfolio may have the effect of slowing down grant agreements by a matter of some weeks, but we believe that this will be off-set by the longer-term development benefits.  

The Cities Alliance Secretariat’s capacity will require some modest strengthening to provide the fiduciary due diligence required by the World Bank for client-executed grants, and for related grant administration functions, so as to meet the demands of both the current grant portfolio and the anticipated demands resulting from the Medium Term Strategy.  
Framework Agreements

Beyond the relatively straightforward issue of client execution, we believe that the most significant and decisive move that the Cities Alliance can introduce – designed to support systemic change, and delivery at scale – would be to enter into a stable, long-term partnership agreement with a selected country, or city. 

The purpose of a Framework Agreement would be for the Cities Alliance and its members to make public their intention to act as a reliable, constructive and critical partner to a city or country over a given number of years, but certainly well beyond the current guideline of 24 months. For their part, the city or country would make a clear commitment to strategic city development planning and scaled up upgrading, with strategic support to be provided by Cities Alliance members. Such an Agreement would both allow and require both parties to undertake a wholly different type of planning and programming, so that long-term objectives can be jointly planned. 

The advantages of a Framework Agreement would include:

· The development and regular review of a joint strategic work programme;

· Publicising a joint commitment to change, and reform, over time;

· Providing a mechanism for vastly improved coherence of effort amongst Cities Alliance members;

· Mitigating against common uncertainties, such as a change of government or personnel, or changes in donor priorities;
· Capturing and disseminating nationally and internationally major lessons from the experience of the city or country;

· More accurate budgeting by the Cities Alliance, including the more flexible use of funds;
· Providing a structured mechanism with an ability to raise the profile of urban and city issues in PRSPs and other policy documents;
· Providing coherence to a range of different donor-supported activities;

· Joint advocacy by the Cities Alliance and its partners.

Such a Framework Agreement would largely be built around issues of knowledge and learning, and an assessment of strategic gaps and priorities for which the assistance of the Cities Alliance and its members might be sought.  It would not constitute an attempt to pre-programme or co-ordinate ongoing work programme activities, which should continue to be developed, on their own merits. On the contrary, such a Framework Agreement would most effectively build upon existing activities, not only those directly supported by the Cities Alliance, but also those undertaken by Cities Alliance members as part of ongoing bilateral work programmes. 

The initiative for such an Agreement would largely be taken by the city, the association of cities, or the national Government, which would also be primarily responsible for setting the objectives to be attained within the period of the Agreement. The city, association of cities or the national Government would also take the initiative to identify, convene and engage with the individual Cities Alliance members that would be invited to participate, and provide support. The Cities Alliance, via the Secretariat, would facilitate an Agreement between the Government and the Cities Alliance, and help finalise details of the proposed joint work programme. Each Framework Agreement would be specifically tailored to the needs of the given city or national government.

Key elements of a Framework Agreement for a city or country could include:

· A detailed programme to collate, analyse and disseminate key information relating to urban and city issues, including intergovernmental fiscal relations, environmental conditions, key policy frameworks, data on population and economics, etc.;

· Support for the preparation of strategic reports, such as a State of the Cities Report;

· An assessment of urban environmental issues, opportunities and priorities;
· An inventory of cities, stakeholders and donors active in the urban sector;

· An analysis of the intergovernmental policy and fiscal framework;

· Resources to capture and document innovative experiences of cities, with subsequent national and international dissemination;

· Strategic priorities and plans for learning, knowledge sharing and advocacy, including organisation of events and intra-national, and international learning exchanges;

· Mechanisms for monitoring and evaluation;
· An examination of the inter-governmental fiscal framework, particularly in respect of the impact on municipal finance;
· The identification of sources of domestic finance for city infrastructure and home finance for the poor;
· Strategic priorities for technical assistance for city development strategies and scaling up slum upgrading;
· A technical assistance programme for helping cities elaborate proposals; and 

· A mechanism for periodic review and updating of the Framework Agreement.

We would expect that the first Framework Agreements are likely to involve partnerships with countries that already have extensive Cities Alliance activities, almost certainly middle income countries with large slum populations such as Brazil, the Philippines and South Africa. Preliminary discussions with these countries will be undertaken before the CG meeting.  These are countries that have already begun to rely on the constant support of the Cities Alliance; cities or countries that the Cities Alliance will be able to showcase internationally, inviting other cities and countries to learn from their experience.

The Secretariat will report to the Consultative Group each year at the annual meeting on the status of Framework Agreements and the pipeline for prospective agreements, so that the CG may consider the budget allocated for the agreements.  It is proposed that Framework Agreements be processed through the same donor coordination and approval processes as for regular project proposals.
An indicative list of prospective Framework Agreements is presented in Annex 1, based on the Secretariat’s assessment of existing clients who would meet the requirements for longer-term engagement. We believe that it would be reasonable for the Cities Alliance to conclude up to 7-10 national level framework agreements, and 6-10 city-level frameworks, during the course of this Medium Term Strategy.

Partnership Grants

Running in parallel with this approach, the Cities Alliance will introduce a mechanism with which to actively engage a second category of countries, and create a more dynamic and strategic pipeline of activities. This will comprise cities and countries that may not yet be in a position to formalise a Framework Agreement, but nonetheless wish to engage with the Cities Alliance and its partners on a more structured basis. Such a mechanism will also need to be flexible and provide a useful vehicle for cities and countries – particularly Least Developed Countries (LDCs) – to obtain the support of the Cities Alliance.

Cities Alliance Partnership Grants would be available to countries and major cities committed to reform and systemic change, and to achieving scale, and have demonstrated willingness to lead the process.  The objectives of such a mechanism could include:

· To establish a Cities Alliance “knowledge node” in the country or city with a local partner, to provide knowledge, tools and two-way information flow on strategic city development planning and on slum upgrading;

· To introduce the Cities Alliance to, and deepen engagement with, the recipient government, the national local government associations, as well as different  partners;
· To identify Cities Alliance members active in the country, and to solicit their active involvement;

· To engage with relevant stakeholders in the country, at local and national levels, the public and private sectors, including NGOs and CBOs;
· To begin preliminary work on an examination of intergovernmental fiscal arrangements, and municipal finance, and the availability of credit, where appropriate;
· To provide preparatory assistance for city development strategies and slum upgrading programme(s) of action, or for learning, knowledge sharing and advocacy activities. 
Each Partnership Grant would be approximately $150,000, and must be implemented by a local partner. In addition, an allowance of approximately $30,000 for each is proposed for the Secretariat’s costs (staff and/or consultant time and travel) to support this process, including:

· An initial country visit of some 7-10 days, linking up with those Cities Alliance members with field presence;

· Visit to the major cities, meeting with Mayors, City Managers and local partners,

· Meetings with national government Ministries; and

· Hosting a meeting of as many stakeholders as possible, to consolidate a needs assessment, and to identify areas of potential support from the Cities Alliance and its members.

The Secretariat would work proactively with Cities Alliance members to make information available, allowing prospective partners for the Partnership Grants to request assistance.  It is proposed that at least two Cities Alliance members must sponsor a request for a Partnership Grant.  A mechanism will be developed to formalise the request.  

The Secretariat will report to the Consultative Group each year at the annual meeting on the status of Partnership Grants and the pipeline for prospective partners, so that the CG may consider the budget envelope allocated for this purpose. Again, it is proposed that Partnership Grants be processed through the same donor coordination and approval processes as for regular project proposals.  An indicative list of prospective Partnership Grants is presented in Annex 2. 

In the case of sub-Saharan Africa, this mechanism could be used most effectively in tandem with the existing Africa facility, and with the LGA support initiative proposed under Objective Two. It is recommended that the Cities Alliance should aim to approve 14-20 partnership grants during the course of this Medium Term Strategy.

Proposals Pipeline
The Cities Alliance existing work programme and proposal process will continue to run in parallel with the Framework Agreements and the Partnership Grants package. Neither the Framework Agreement, nor the Partnership Grants, would act as a direct barrier to the Cities Alliance’s ability, or desire, to receive new proposals supported by its members. Indeed, some of the Cities Alliance most interesting proposals have emerged through this route. However, the Consultative Group would have to give guidance to the Secretariat and earmark allocations for both the Framework Agreements and Partnership Grants, and this may well have the effect of narrowing the window for single and unsolicited proposals, or lead to their delayed approval pending new injections of funds. See Annex 3 for a note on the financing of the Medium Term Strategy.
Again, it is necessary to recapitulate that the Cities Alliance is, in global terms, a relatively small facility, with an extremely modest amount of resources at its disposal. While this Medium Term Strategy is predicated on a steady increase in those resources, the far greater emphasis is reserved for increasing the impact of Cities Alliance activities, rather than merely continually seeking ever increasing amounts of funds for more projects. If the Cities Alliances resources are ultimately to receive a major boost, then this should take place against a background of support to a relatively limited number of cities and countries, but with real impact on change, and at scale. 

	Objective Two:


To raise the profile of cities and slums



The Cities Alliance and its members have a key role to play in drawing national and international attention to the existing and the emerging developmental challenges in cities of all sizes. This is also an area where the Cities Alliance can really operate as a coalition, reinforcing and drawing together the analysis of individual members. 

In so doing, the Cities Alliance can also help to refine some of the central messages, emphasising the importance of approaching these huge challenges from the perspective of national and, more importantly, city governments: indeed, considering the need for a national strategy for cities, rather than merely discussing ‘urban’ issues. There is a big difference between these two approaches. 

The Cities Alliance will increase its efforts to refine and promote these messages through an expanded communications strategy, utilising the communications capacities of our members, and incorporating the more effective use of the internet, as well as an expanded and structured programme of knowledge products, outlined in the organisational section below.  
It will increase its channels for disseminating these messages in a targeted manner, working through the network of local government associations, starting in Africa for the 2008 work programme.  In addition, the Cities Alliance will also support the efforts of the main global network of slum dwellers, Shack/Slum Dwellers International (SDI) to catalyse foundations and other donors, governments, and the general public around the issues and opportunities of slums.
 It will also continue to strengthen its emphasis on promoting increased attention to the urban environment.

A: Organisational priorities

An Expanded Communications Strategy

In general terms, the scope of the strategy would need to encompass both the external and the internal communication functions of the Cities Alliance.

The external will be targeted at Cities Alliance members including the cities themselves represented by UCLG and by Metropolis; local government officials or city administrators; other city stakeholders including CSOs and NGOs; the media; the private sector; urban development specialists; and the general public.
The internal will focus on communications to and between CG membership; Secretariat staff including those within regional offices; and also include communications from the Programme Manager. 

The overall objective of the communications strategy will be to support the Cities Alliance’s goals, and its contribution to systemic change in urban development and to scale. This will be undertaken through a combination of: 

· Knowledge Sharing

· Advocacy

· Strengthening Partnerships

· Promoting Key Messages and

· Leveraging Resources

The Communications Strategy will be developed with Cities Alliance members, and should contain the following objectives: 

· Undertake an assessment/evaluation of existing knowledge on urban development among Alliance members;

· Institute a working internal communications mechanism, to enhance communications between CG members, and internally within the  Secretariat;
· Agree on key thematic frameworks to drive Cities Alliance knowledge focus and outputs for the short to medium term;

· Implement strategy with a stronger focus on targeted Knowledge Partnerships to capture, package and broadly disseminate knowledge on urban issues;

· Set targets and results indicators to monitor success of Strategy implementation; and 

· Institute and execute a strong advocacy component to promote the Cities Alliance corporate brand and key objectives of the Medium Term Strategy.
A successful communications strategy will be based on the fullest possible contribution of Cities Alliance members, and their capacities, while also promoting the collective image of the Cities Alliance itself. Closer co-ordination between the Cities Alliance Secretariat and communication professionals amongst Cities Alliance members will be essential. 

Overall, a concerted communications and advocacy approach should help to significantly increase the image of urbanisation, and of cities of all sizes, as a global public good. A successful campaign should also significantly boost the national and international profile of the Cities Alliance as a partnership, having a major impact on urban development. Benefits internal to the partnership should include enhanced cooperation among Cities Alliance members, evidenced by improved and mutually-reinforcing knowledge and advocacy partnerships. 

Publications Programme

Over the past years, the Cities Alliance raised the profile of cities and slums through the production of occasional publications on specific topics, such as the joint Cities Alliance/World Bank publication, The Urban Transition in Sub-Saharan Africa, by Christine Kessides. Published in French and English, this has become an authoritative and well-referenced text on a very topical issue.

However, the preparation of the Medium Term Strategy has focused the Secretariat’s attention on the weaknesses and inconsistencies of the Cities Alliance’s communications strategy, and the consequent lack of a substructure to our publications programme. 

As is captured in more detail under Objective 4, the Cities Alliance will develop and implement a more structured and comprehensive communications strategy, of which the publications programme, would be an essential element. The goal of the publications programme would be to more efficiently package and promote the Alliance’s knowledge and learning, and help achieve the overarching goal of contributing to systemic change, and to scale.  

Within this publications programme, the following product lines are being considered:

1. Cities in Action. This will be a series of short publications, highlighting ongoing or completed activities in a given city (or state, or country, as appropriate).  Although these publications will be produced in-house by the Cities Alliance Secretariat, they would require overall direction and support from the featured city or country, and the active involvement of the Cities Alliance members and partners responsible for the success of the activity. This series will be available both as a hard-copy (with translations as appropriate), and downloadable from the Web. 


2. Cities Alliance Working Papers Series. This series will be more detailed, book-length studies and analyses of city activities; the detailed results of a field evaluation; or a study of a specific urban or city theme. As an example of this type of publication, the Cities Alliance has commissioned a shorter version of the landmark research commissioned by the World Bank, entitled The Dynamics of Global Urban Expansion by Professor Solly Angel and others.  Additionally, the Cities Alliance is preparing for publication a joint UNEP, ICLEI and Cities Alliance product, Liveable C ities: The Benefits of Urban Environmental Planning. The Working Papers series would also provide a platform for the Cities Alliance and its members to address major policy or knowledge gaps, such as mechanisms for the prevention of new slums, the impact of climate change on cities/urban poor, or successful models of intergovernmental finance. 


3. Cities Alliance Technical or Resource Guides. This series has begun to emerge, although without the benefit and guidance of an overarching strategy. Nonetheless, the Cities Alliance has already produced the Guide to City Development Strategies: Improving Urban Performance (2006) and, subsequently, Understanding Your Local Economy (2007) with the Dutch Ministry of Foreign Affairs, and the support of the World Bank, UN-Habitat, USAID, Kaiser Associates and the London School of Economics (LSE). The preparation of the next volume is already at an advanced stage, with the assistance of a number of members: Slums Upgrading Policy and Resource Guide, which will provide a very clear summary of the key and the controversial issues that need to be addressed in slum upgrading.


4. Country Framework Reports. As a direct result of the preparation of the Framework Agreement, the Cities Alliance and partner country would produce a detailed analysis of urban, environmental and economic issues, with the support of Cities Alliance members active in that country. These reports could provide an excellent platform for the country (or city) to make a major, international statement on a range of relevant, urban issues, and highlight its policy approaches. 


5. Promotion of members’ material. In addition, the Cities Alliance should also be used as a platform to promote and disseminate material produced by its members and partners. Appropriate material could include members material such as the Rapid Urban Sector Profile Series (RUSPS) produced by UN-Habitat, or Villes en développement, produced by ISTED. 


6. Promotion of non-members’ material. The Cities Alliance should also seize opportunities to collaborate with non-members, as the Secretariat did in supporting the launches of the World Watch Institute’s State of the World 2007: Our Urban Future, and disseminating the UNFPA’s State of Population Report, 2007: Unleashing the economic potential of urban areas. The Cities Alliance has welcomed opportunities to promote and distribute reports with complementary messages, such as UNFPA’s State of World Population report 2007: Unleashing the Potential of Urban Growth, and the recent Finance and Development quarterly of the IMF, entitled March of the Cities.


7. Enhance the Municipal Finance Task Force website to include innovations in city-community financing in slums.
Website

Although the Cities Alliance website has already been partially upgraded, and is generally well regarded, we believe that its real potential has not begun to be properly used yet. In many ways, the manner in which the website has been used to date has reflected the lack of a medium to longer term perspective, which has also been very significantly compounded by a shortage of personnel and capacity.

The website will need to serve a number of functions, not only as an indispensable tool in an expanded communications strategy, but also as a management tool and an excellent method of improving our interaction with our members, and also of improving their profile within this coalition. 

The Cities Alliance Secretariat will shortly be preparing a more detailed communications strategy, within the framework of this Medium Term Strategy, for presentation and discussion at the Consultative Group meeting in November.

B. Outreach and Advocacy Activities

In order to continue to raise the profile of cities and slums, the Cities Alliance will consciously identify and address itself to specific constituencies, with whom it can work to raise the profile of urban issues in general, and the growth of slums, and the economic and social health of cities in particular. In all of these activities, the Consultative Group should consider the role of the Policy Advisory Board, the members of which have an ability to influence members of one or more of these constituencies.
UN-Habitat: The City Agency of the United Nations

The Cities Alliance and its members have already made good use of the convening power of the United Nations, and the growing importance of UN-Habitat’s normative role. Through the unqualified success of the World Urban Forum (WUF), UN-Habitat has managed to create – in a remarkably short period of time – the world’s pre-eminent forum for showcasing, discussing and debating urban and city issues.  The adoption at the 21st Governing Council of the Guidelines on Decentralisation and Local Democracy has opened a significant opportunity to push forward the decentralisation agenda.

The State of the World’s Cities provides an essential vehicle for significant advocacy efforts, offering not only a thorough analysis of the most significant recent developments, but also acting as a vehicle for concentrating an international focus onto urban issues. Additionally, UN-Habitat’s recent decision to launch a Sustainable Urbanisation Campaign has the potential to provide an international spotlight on one of the defining developmental challenges of our time. Together, this amounts to a significant package of advocacy tools around which the Cities Alliance and its members should rally. 
The Medium Term Strategy of the Cities Alliance, and UN-Habitat’s own Medium Term Strategy and Institutional Plan complement each other in significant ways. Indeed, an excellent platform has now been laid for vastly improved collaboration between UN-Habitat and the Cities Alliance, particularly for raising awareness on urban challenges, and for improved collaboration on advocacy and policy issues.
To this end, UN-Habitat and the Cities Alliance Secretariat should jointly develop a joint three year work programme, which should be subject to an annual bilateral review meeting between the Cities Alliance Secretariat and its counterparts in UN-Habitat.  
Working with the World Bank
The location of the Cities Alliance Secretariat at the World Bank comes with a number of distinct benefits, all of which serve to underscore the value of continuing this relationship. However, there is always a danger of this relationship being assumed to be effective, and even being taken for granted.

The location of the Secretariat should not obscure the need for the Cities Alliance Secretariat to work just as purposefully and programmatically in developing a joint work programme with the World Bank, and its constituent parts. As the single largest development institution in the world, the importance of having a structured relationship is self-evident. Of course, this needs to be done in such a manner that provides for appropriate professional space and distance between the Cities Alliance and the World Bank, as was recommended in the recent evaluation by the World Bank’s Independent Evaluation Group.

The Secretariat has substantive but distinct relationships with three parts of the World Bank. The first is with the most direct interlocutor, the Urban Anchor. The relationship between the Cities Alliance Secretariat and the Urban Anchor is primarily normative and strategic, and the two parties have the potential to complement each other’s strengths. The second is with the operational regions, through a combination of interaction with Task Managers and Sector Managers. Working on these relationships are absolutely essential to the continued health of the Cities Alliance pipeline of work activities – it is this relationship that has historically provided some of the strongest and most innovative of the Cities Alliance’s activities, and continues to do so.

The third relationship – which is likely to increase in importance through the adoption of this Medium Term Strategy – is with the World Bank Institute. Although the organisation is currently being reviewed, initial discussions with the WBI have confirmed the enormous potential of the relationship, and the leverage that could be achieved through brining in other members of the Cities Alliance around issues of knowledge sharing and learning. 

These three relationships come together strategically and organisationally in the Urban Sector Board, which is the managerial platform (upon which the Cities Alliance is represented) to direct the urban agenda within the World Bank. During the course of 2008, the Cities Alliance Secretariat and its World Bank partners will develop a more formal framework for increased collaboration and mutual support. 

Slum Dwellers: Engagement with Shack/Slum Dwellers International
The Cities Alliance will pursue opportunities for more a structured engagement with SDI and its network of slum dweller federations.  From an advocacy perspective, SDI has become increasingly effective in putting forward the interests of the slum dweller as an important voice of the urban poor, and has been able to point to the power and capacities of slum dwellers to be effective partners in development. This is a centrally vital message for the Cities Alliance and its partners, especially insofar as it is able to challenge the negative image so often associated with slum dwellers.

SDI has been able to put forward a positive message about slum dwellers, and their ability to organise, generate financial assets through savings, and to contribute to development policy, and are able to point to tangible successes, often achieved with support through the Cities Alliance and its members. 

 SDI also has a growing network, with an active presence in 25 countries, and has recently demonstrated a new strategic willingness to move beyond demonstration projects to engage with city and national governments in a bold and potentially significant manner.  In the view of the Cities Alliance, SDI should no longer be treated merely as the public face of the ultimate client, but rather as a natural advocacy and development partner for the Cities Alliance. This will doubtless require some attitudinal changes amongst all parties, but we are certain that the potential implicit in this relationship will reap real dividends. It will also afford a far greater legitimacy and realism to Cities Alliance’s advocacy efforts.  

Apart from advocacy, during 2008 the Cities Alliance will continue to assist SDI to design its Global Urban Poor Development Fund, with funding made available through CLIFF by Sweden (Sida). In addition, the Cities Alliance will continue to support the further elaboration of the CLIFF programme, expanding activities in Kenya and initiating a new programme in the Philippines. 
Private Sector/Foundations
Private sector foundations, particularly in the United States, have long been development stakeholders of enormous significance. The Rockefeller Foundation, for example, was instrumental in its contribution to the Green Revolution in agriculture, whereas the Ford Foundation has a long track record of providing support to innovative organisations, such as SPARC in India, and Slum Dwellers International. Many of them have very sizeable budgets, often larger than many bilateral donors. The Bill and Melinda Gates Foundation is now one of the largest development agencies in the world.

The Cities Alliance should have a conscious strategy to reach out and engage with this constituency, not so much as sources of funding but rather as development partners that interact with different constituencies than those reached by the Cities Alliance. The Cities Alliance Secretariat has recently begun to engage with both the Rockefeller and the Gates Foundations, and there is very clear evidence that these relationships have the potential to be extremely beneficial to all parties. For its part, the Rockefeller Foundation has again indicated its potential to lead from the front, with its decision to host a very significant intellectual event at Bellagio, Italy, in the summer of 2007, bringing a sharp focus to urban development issues. 

These activities also build upon a very modest but very effective relationship that was developed with the Worldwatch Institute around the launch of their 2007 Report. Overall, this is very clearly an arena within which the Cities Alliance, its membership and its sharp focus have a great deal to offer.
Organised Local Government: UCLG and its Constituencies, and Metropolis
Both UCLG and Metropolis play a dual role within the Cities Alliance – not only are they both members, but they also represent the constituency that the Cities Alliance was created to support. They are, at the same time, both member and partner. 

There are a number of ways in which UCLG and the Cities Alliance can work together, not only to strengthen the Cities Alliance’s overall work programme, but explicitly as a means of raising the profile of cities, and of a range of urban issues, from governance and economic growth, to slums.

Specific activities could include:

· The Cities Alliance and UCLG Secretariats working together to devise a programme of meetings with select national governments, to raise the profile of city/urban issues, and explore possibilities for a work programme. This should also involve members of the PAB, wherever practical;


· The Cities Alliance providing support to UCLG and UN-Habitat to promote the Guidelines on Local Decentralisation (GOLD), adopted at the 21st Session of UN-Habitat’s Governing Council in April 2007.
The Cities Alliance Secretariat should also continue to develop a joint work programme with the UCLG Secretariat, and engage Cities Alliance members. In particular, the work with the UCLG Local Finance Committee should be continued in two fields:

· Local Government access to finance for public infrastructure; and
· Innovative financing systems in partnership with financial institutions.

The latter two areas of work will also complement activities currently being finalised – work on the two financial trackers, investigating the supply and the demand sides of the financial equation, as well as the development of a robust joint work programme with the Sub National Finance Technical Assistance Facility of PPIAF.
Metropolis and the Bank of Cities

With respect to Metropolis, the Cities Alliance Secretariat believes that the recent initiative towards a Bank of Cities, which is being championed by the President of Metropolis, has very significant potential. To this end, Metropolis and the Secretariat have recently agreed to collaborate, and will develop  a joint work programme, including the provision of support to one or more of the first activities of this initiative. The need to provide preparatory assistance to the city of Antananarivo has already been identified.
The significance of this initiative lies not only in the targeted and strategic manner that Metropolis (and UCLG) intend to approach the issue of municipal finance and city investments, but also because it signals the emergence of the international associations of local government as active implementation partners for Cities Alliance activities. This is a very welcome development, which is very much in line with the overall direction of this Medium Term Strategy.
Local Governments: Prioritising Africa 

At the 2003 meeting in Brussels, sub-Saharan Africa was identified as a priority by the Consultative Group. Sub-Saharan Africa is the continent that it urbanising the fastest, as a whole, and which also has many of the world’s greatest developmental backlogs and challenges. The vast majority of the world’s least developed countries are found in Africa. For all of these reasons, additional attention needs to be paid to sub-Saharan Africa in the Medium Term Strategy.

The Framework Agreements and Partnership Grants, introduced under Objective 1, will become one of the main tools for the Cities Alliance to engage with individual African cities, and countries. This should begin to create an even more robust pipeline over the next few years, providing the Cities Alliance with a base of partners that will provide a vital network of partners with whom to collaborate on raising the profile of city issues more generally. 

However, the Cities Alliance also proposes to introduce a more proactive approach, in partnership with the emerging local government organisations in the region. The systematic engagement and provision of support to Local Government Associations is proposed as a specific, defined project for the Cities Alliance in this Medium Term Strategy. 

Following the launch of United Cities and Local Governments of Africa (UCLGA) in 2005, a representative voice for local government covering all of Africa finally emerged, affording the Cities Alliance and its members an historic opportunity to encourage decentralisation, sound intergovernmental relations and providing a vehicle to support the growing number of national local government associations in the region.
To this end, a support programme to be developed with UCLGA and interested Cities Alliance members is proposed, to assist national Local Government Associations to:  

· Improve the capacity and performance of local authorities for planning and implementation of city development strategies,  and slum upgrading and prevention programmes; 


· Become agents of change to improve the national enabling environments of countries in the region by raising the profile of the cities and positive benefits of urbanisation, and for catalysing systemic and sustainable improvements of policy, finances and public performance of local authorities. 

The Local Government Associations (LGAs) involved include national local authority associations; regional associations (such as the East Africa Local Government Association); and the continental association (UCLGA).  This Programme could serve as a precursor for other regions on the continent, and be implemented by UCLGA with support from Cities Alliance members active in the region such as AfD, the World Bank, UN-Habitat, GTZ, CIDA as well as local partners such as the Municipal Development Programme (MDP) and South African Cities Network (SACN). The approach could also be adopted at a state, national or regional level in other continents. 

The detailed work programme to be developed between the Cities Alliance and UCLG-Africa, could include some or all of the following:


Analysis of the national enabling environments of participating Local Government Associations
· development of the framework for analysis, including data on population and economics; inter-governmental fiscal relations; existing planning regulations, municipal development funds and other sources of domestic capital; characterisations of policies of decentralisation, land, housing, slum upgrading; and other basic framework information; 

· collection of data/information by Local Government Associations, supported by a mechanism for technical or implementation assistance;

· assessment of enabling environment by Local Government Associations and their strategic partners;

· consolidation, analysis and reporting of information; and 

· a draft work programme of recommended activities, based on the above analysis.

Packaging, development and dissemination of knowledge products and tools for use by national Local Government Associations with their members, such as planning, implementation of city development strategies and slum upgrading programmes.  Interested Local Government Associations will be invited to become a knowledge partner of the Cities Alliance.  Activities will include:

· identification of relevant existing knowledge products/tools;
· identification of gaps of products/tools;
· development of products/tools to fill gaps;
· packaging of products/materials into modules for use by Local Government Associations with their members;
· dissemination of the initial set (library) of materials;
· Development of a plan with the Cities Alliance Secretariat for ongoing maintenance of the library, and for general two-way learning and information flow.
Knowledge, Advocacy and Technical Assistance Fund, for a City Development Support Programme.  The fund would provide financial support – on a strategic, demand-driven, transparent and results-oriented basis – for Local Government Associations and their member local authorities for the following types of activities:

· activity to improve the national or regional enabling environment; 

· activity to help cities develop applications for city development strategy and/or slum upgrading proposals;

· activity to support strategic city development or slum upgrading planning and implementation;
· national workshop to help a local government association disseminate the strategic development planning and slum upgrading approach of the Cities Alliance to its local authorities and their development partners (national government; slum dweller organisations, universities, NGOs, etc.). 

We envisage that such a programme would need to run for up to five years, 2008-2012, at an estimated cost of $2.5 million. The programme should be reviewed after the first phase, before the end of 2010.  It is proposed to be funded from the Africa Facility.  The programme could be extended to other regions in subsequent years.
Increased attention on the urban environment
At the last two meetings of the Consultative Group, the United Nations Environment Programme (UNEP) raised concerns about the perceived lack of attention being paid to the urban environment in the work programme of the Cities Alliance. Specific suggestions that were tabled were not endorsed by the Consultative Group as a whole. 

Subsequent to the Washington meeting, UNEP and the Cities Alliance Secretariat have re-examined the issue and have agreed on a formulation that will address the major concerns, which is now recommended for inclusion within the Medium Term Strategy. 

We do not believe that Cities Alliance members will find controversial the suggestion for the Cities Alliance to become far more systematic in the manner in which urban environment issues are addressed. In order to achieve this, two recommendations are made. The first is a suggested improvement to the wording of the environment criterion in our Guidelines for the Submission of proposals, which would now read:

“Positive Impact on Environment: Activities supported by the Cities Alliance must aim to achieve significant environmental improvements. The proposal should contain details of how these environmental improvements will be achieved, including through the setting of specific goals or targets, demonstrate how these improvements would be institutionalised, and the positive impacts sustained.”
The second recommendation underscores the first, and provides a specific mechanism:

The Cities Alliance would move towards making mandatory a Strategic Environmental Assessment for all significant CDS and SU proposals (for instance, any activity that receives an Alliance grant in excess of $250 000, or any proposal with a citywide focus), to be conducted either during, or immediately after, the activity. Since the Cities Alliance would be making this a mandatory requirement, it would be appropriate for the Cities Alliance to provide the additional resources to ensure that cities are not penalised. 

As a first step, it is recommended that Framework Agreements will include a work programme for assessing and developing plans of action to address urban environment issues for the city or country.

In addition, proposals will need to contain a system for monitoring the environmental impacts of the project. This will be done with the assistance of UNEP and ICLEI. In addition, the terms of reference of Cities Alliance project evaluators will include the review of the environmental impacts of the project. 

	Objective Three:

To increase the depth and breadth of Cities Alliance members’ involvement




As a coalition, the Cities Alliance has no separate implementation capacity, but works through the capacity of its members.  It is this fact that most clearly underscores the importance of not viewing the Secretariat as representative of the Alliance, but as the mechanism through which partners receive the support of Alliance members. 

It was very largely due to the operational capacity and collaboration between the Cities Alliances’ two founding members that the organisation was able to establish itself so rapidly following its launch in 1999. For the first two to three years, UN-Habitat and the World Bank were instrumental, both individually and jointly, in most of the proposals submitted to the Cities Alliance. Subsequently, as the Alliance expanded, other members with operational capacity, such as JBIC, DFID, USAID, GTZ and AfD, became involved, shared the responsibility and opened up new opportunities for the Alliance.

Notwithstanding this expansion, it nonetheless remains a fact that the bulk of proposals submitted to the Cities Alliance are sponsored or co-sponsored by a relatively small number of our members. In the view of the Secretariat, nothing should be done to lessen the involvement of active members – rather, the approach should be to find mechanisms to increase the involvement of all members, especially those that do not have operational capacity.

Several actions are proposed to address this issue, including more strategic joint work programmes among members; staff secondments from a wider range of members; increased translation of key Cities Alliance documents; and more dynamic use of the Cities Alliance website. 

Joint Working Programmes

The Cities Alliance has helped facilitate several joint work programmes with members, such as development of the LED resource guide for cities (with the Netherlands, World Bank, UN-Habitat, and USAID), published in 2007, or the Municipal Finance Task Force, launched in 2005.  We propose increased engagement in joint work programmes – both thematic and operational – and more strategic programming of these activities by including them in the medium-term strategic planning process, to be considered by the CG during its annual meetings.  
It is proposed that the Cities Alliance will focus on the following initiatives during 2008:

Cities Development Initiative for Asia (CDIA). A joint undertaking between the Asian Development Bank (ADB) and the German Government, CDIA  aims to ‘….contribute to the promotion of sustainable and equitable urban development, leading to improved environmental and living conditions for all in Asian cities’.  

Aimed primarily at the local governments of medium-sized cities in Asia, this initiative arose from the ‘Investing in Asia’s Urban Future Conference’ in Manila in February 2007. Subsequently, the Swedish International Development Agency (Sida) has indicated its interest in joining the initiative.

The CDIA has the potential to act as an instrument with the capacity to strengthen the Cities Alliance’s engagement with Asian partners in general and with the Asian Development Bank (ADB) in particular. 

Local Economic Development, ILO and other partners. Arising from a discussion at the Washington 2006 CG meeting, a number of Cities Alliance members expressed a strong interest in finding mechanisms to more effectively integrate employment into urban development strategies. The International Labour Organization (ILO) took the lead and hosted an informal meeting of interested parties in Geneva in March 2007, which was also attended by representatives from DFID, SIDA, UN-Habitat and the World Bank.  This ‘Core Group’ has begun to examine how to use city development strategies and slum upgrading programmes as vehicles for a greater impact on job creation, including by leveraging municipal investment plans and donor budgetary support.
As a first step, the Core Group has begun to develop a Policy Advisory Note on urban employment that will:


· Raise awareness on cities strategic processes’ and the extent and nature of their role in supporting job opportunities at the local level;

· Assess knowledge and capacity gaps in promoting employment at the municipal level, and recommend what the different actors, especially Cities Alliance members and partners, could do to improve the situation;

· Propose a strategy and work programme under the Cities Alliance umbrella to address those issues.

Cities and Climate Change, UCLG, UNEP and World Bank. Beyond improving the quality of attention paid to the urban environment within its work programme, a number of Cities Alliance members have expressed their concerns about the impact of climate change on cities, particularly those in the developing world. With a need for cities and countries to focus far more on strategies to adapt to the consequences of climate change, this is likely to be a rapidly expanding aspect of the Cities Alliance work programme, for which city development strategies have enormous potential.

The Cities Alliance Secretariat has been in preliminary discussions with UCLG, UNEP and the World Bank on the kind of catalytic support that the Cities Alliance could provide in taking forward this issue, and in helping our members to coordinate more closely.

Cities Alliance publicity and materials

While this will also be part of the Cities Alliance communication strategy, how well the Cities Alliance is able to communicate with all of its members is a key variable in determining the level of the involvement of those members. In order to facilitate improved knowledge and awareness of Cities Alliance activities, and to allow Alliance members to popularise the work of the Cities Alliance in their countries, amongst professions, local governments and NGOs, a significantly improved range of informative and simple publicity material will be essential.
Wherever appropriate and effective, the Cities Alliance will translate essential material into different languages, some of which may be aimed at our members but, in certain cases, at partners. As a first step, we have already translated the Cities Alliance brochure, our corporate calling card, which contains a brief description not only of the Cities Alliance itself, its mission, and objectives, but also lists the Cities Alliance criteria and advises on how to apply for assistance. The Cities Alliance brochure has already been translated into Arabic, Chinese, French, Japanese, Portuguese, Russian, Spanish and Swahili. 
The application form will shortly be translated into these languages, and we will also indicate our ability to accept applications in these languages, although the translation will add some time to processing of the application. 

Building upon this approach, the Secretariat would like to explore the possibility of undertaking member and country-specific publications. This would be a joint publication to publicise the urban development aims of the Cities Alliance member, and to showcase activities they have supported, and to highlight the impact they have had through working with the Cities Alliance.  

www.Citiesalliance.org
Once again, this is an issue that will also fit within the purview of a communications strategy, but will also be a tool to engage with more Cities Alliance members and partners. 

While the Cities Alliance has made modest attempts to use the internet as a resource, it is proposed that the organisation significantly ramps up its use of the web, and makes it a major platform for dissemination, outreach, and management. 

As is described in more detail under Objective Four, the Secretariat will shortly be in a position to complete the CDS and Slum Upgrading databases, which will be searchable by members wishing to obtain more detail. This is the first phase of a knowledge management exercise which will see the Cities Alliance website become increasingly functional as a resource for members and public alike.

However, the Secretariat plans to move significantly beyond using the web as a sophisticated library. In addition, the website can be used as a platform for:

· Providing active, current links to all of our members, offering them the opportunity to regularly update the link, and to showcase specific activities;

· Showcasing the activities of specific city or country activities, with active links to all involved members and partners;

· Allowing members to see the current status of a project proposal, allowing members to track progress against the Cities Alliance service standards (Objective 4);

· Providing  a platform for the development of a global events diary, highlighting major city, national and international events, posted by our members and partners; and

· Highlighting major events and  news from our members.
Regional Staff

The Cities Alliance currently has a small office in Brazil – located at the University of São Paulo, as well as a regional advisor located in Benin. The Brazil office has been very effective not only in providing support to operations, and advising on the preparation of new proposals, but also in helping the Ministry of Cities design a forward looking programme that could serve as the basis for the first Framework Agreement.

Based on the success of the staff members previously co-located in the World Bank offices in Pretoria, and in Delhi, as well as the current regional advisor located in Continuo, it is very apparent that the presence of a field officer with intimate knowledge of the region and the Cities Alliance has provided a real boost both to the quantity and quality of the applications made to the Cities Alliance.
It is proposed to expand this approach, cautiously, during the course of the Medium Term Strategy. In the first year, it is proposed to appoint a regional staff member in Addis Ababa, to provide support to the members and the Government of Ethiopia, and in New Delhi, to help expand the Cities Alliance work programme. 

Ideally, such staff should be nationals of the country from which they will operate, and be co-located in the offices of a multilateral member of the Cities Alliance.  

Other initiatives

Finally, the Cities Alliance is beginning to witness the emergence of new working relationships, through which developing country members assume the role of the international development partner. This is a potentially significant development. One of the first such examples was the city-to-city cooperation between the cities of Addis Ababa and Johannesburg, which was unfortunately disrupted by local elections turmoil in 2006. However, it seems that a new programme is in the process of being designed.

More recently, Brazil has signaled its interest in providing support and assistance to Mozambique, following preliminary discussions held in Bahia in 2006, on the occasion of the annual Tri-partite meeting, also involving the Government of Italy. Informal discussions with our members indicate that this could become a significant addition to the Cities Alliance portfolio. Given that this is based upon the transfer of knowledge, improved communications and local ownership, these developments are entirely consistent with the overall trajectory of the Medium Term Strategy. 
The Cities Alliance Secretariat will also be reviewing the definition and requirements of co-sponsorship of a proposal, to try and identify ways in which this could be re-examined to provide scope for more members to become involved in the Cities Alliance work programme. In addition to the specific activities above, the Secretariat has identified a number of additional opportunities that could be used to raise the profile of urban development issues, cities and the Cities Alliance amongst our members.
These include: 

· the possibility of a member hosting a meeting of the Cities Alliance, such as the Spring Meeting of the Policy Advisory Board;
· a meeting of  the Steering Committee;
· the meeting for a specific, substantive activity (such as LED or Climate Change); 
· the annual meeting of the PPF and the Consultative Group;
· Cities Alliance participation in learning or policy events organised by the Cities Alliance member country, or partners within that country; and

· The possibility of Cities Alliance members participating in a field evaluation mission, organised by the Cities Alliance Secretariat.


	Objective Four:

To continually improve management of the Cities Alliance

work programme




Cities Alliance Governance: 
· Structure of the CG

· Role of the Steering Committee

· Role of the Policy Advisory Board (PAB)

These issues are dealt with in a separate paper on Governance.
The Secretariat’s ability to provide the necessary support to the Medium Term Strategy will rest, firstly, on significant changes to its work processes and, secondly, on enhanced capacity. Amongst a number of pressing priorities, enabling the organisation to act as a learning alliance must take pride of place. A key part of this learning will involve improved engagement with members, always ensuring that the Secretariat is leveraging, rather than duplicating or replacing existing capacity.

The two areas requiring the most time and effort will be the development and implementation of an overarching knowledge management system, which has a number of component parts; and the development and maintenance of a comprehensive monitoring and evaluation strategy. Both of these will be introduced incrementally, as and when systems and procedures are developed. 

As noted earlier in this document, the effectiveness and utility of the Cities Alliance is likely to grow in direct proportion to its ability to use its members, partners and secretariat to capture, analyse and disseminate useful, applicable information about urban development, and the lessons learnt from different cities and countries. Even as its access to resources grows, the Cities Alliance will remain a relatively small player in funding terms, but has the potential to become a globally significant player through its members, and through its ability to act as a Learning Alliance. 

These functions – knowledge management, monitoring and evaluation, communications and advocacy – will determine how effective the Cities Alliance will be in supporting a bolder vision, supporting systemic change as cities and countries address urban and city developmental challenges at scale. 

The role and efficiency of the Secretariat will be pivotal in this regard, both drawing upon, and supporting, Cities Alliance members. 

Many of the tasks listed below are already in process, and some have their own, internal logic, and are intrinsic to the running of the organisation.  However, all of them will feature very strongly in the first year of the Medium Term Strategy. 

Location and profile of the Cities Alliance Secretariat
Since its launch, the Cities Alliance has been located at the Headquarters of the World Bank in Washington DC. The Secretariat is institutionally located within the Sustainable Development Network (SDN), from where it has excellent access to the Urban Anchor, as well as to the operational staff and task team leaders. It also provides access to the enormous and vibrant intellectual activity that is a feature of the World Bank, as well as the constant flow of international visitors. The Manager of the Cities Alliance is also integrated within the World Bank management structure, being a member of the Finance, Economics and Urban Department’s (FEU) Management team, reporting to the FEU Director.

From the perspective of the Secretariat, the location at the World Bank is extremely effective, and this arrangement should continue for the duration of this Medium Term Strategy, at least.

However, and as many members and partners have noted, by virtue of its location, the Cities Alliance is often perceived as a programme of the World Bank, a perception that not only sometimes clouds the perception of the independence of the Secretariat, but also has the effect of diluting the strength of the partnership within the coalition.

This is an issue that needs to be subject to constant review and testing. The communications strategy currently being developed will specifically address the branding of the Cities Alliance, and manner in which the coalition – and the Secretariat, its public face – is presented.  As a first step, the Secretariat has already implemented new email profiles for all staff. All external correspondence will now be undertaken under the @citiesalliance.org domain, unless otherwise essential to utilise the @worldbank.org domain. 

Internal Staff Reorganisation

In anticipation of changes necessitated by the second independent evaluation and the Medium Term Strategy, and by staff turnover and increased work volume, close attention has been paid to the structure of the Secretariat as a whole, and to the relationships between staff members. Particular attention has been paid to the functions and workings of the Operations team, the oft-unnoticed ‘back office’ that keeps the organisation moving.

Without going into unnecessary detail, most Operations Staff have seen significant changes to their job descriptions, and terms of reference. In all cases, the object of this exercise has been to remove duplication and overlap; to better align job functions; to improve efficiency and – most importantly – to improve job satisfaction and career opportunities. 

Review of the Secretariat’s operations also raises the issue of reliance on seconded staff for key positions. Three senior professional staff are scheduled to rotate out of the Secretariat at the end of this fiscal year, which will strip the Secretariat of most of its substantive CDS and slum upgrading staff.  The two most recent secondments to join the staff are working on specific priority topics – M&E and finance. The Secretariat proposes that consideration be given to phasing in two new Core-funded, internationally recruited senior posts (CDS and SU advisors) during FY09-FY10.  Seconded staff could then be more closely aligned around the Alliance’s learning and knowledge sharing agenda, and other strategic emphases. 

Young Professionals programme
Since its creation, the Cities Alliance Secretariat has relied both on the willingness of members to second professional staff to the Secretariat, and on the high quality of seconded staff.  While the programme has some drawbacks, including a relatively high staff turnover, overall it has been successful, particularly insofar as this has served to expose the Cities Alliance and the member to each other.

Based on this success, it is proposed to further expand this approach, and utilise a new series of secondments to help the Cities Alliance Secretariat both to overcome some of its most pressing capacity constraints, and also to help the Secretariat respond to the need for improved knowledge management. It would also allow for the Cities Alliance to consider the option of making formal appointments to the Secretariat, especially for posts critical to the organisation and the retention of institutional memory, such as those responsible for the management of the city development strategy and the slum upgrading portfolios. 

It is recommended that the Consultative Group approve a Young Professionals Programme within the Secretariat, allowing for the secondment or financing of up to four qualified professionals. 

The main purpose of the programme, and the main job for these professionals, would be to provide capacity to the Secretariat in a number of substantive areas. Activities and responsibilities would include:

· Assisting senior technical staff in the proposal evaluation process, and in monitoring of progress;

· Drafting articles for the Cities Alliance website; preparing project summaries; synthesising published material; assessing thematic resources; and other writing and analytical tasks.

· Assisting in organising and reporting on events and meetings;

· Interacting with task team leaders, based at the World Bank and elsewhere;

· Helping the Secretariat undertake portfolio reviews, whether by country, topic or region; and

· Preparing analyses of current development issues, under the direction of senior members of the Secretariat.

One of the explicit aims of this Young Professionals Programme would be to create an opportunity for Cities Alliance members that have not yet seconded staff to the Secretariat. It is our further wish that such persons might come with an added field of expertise, such as the environment, or gender, thereby strengthening the Secretariat as a whole. It would be particularly welcome if Cities Alliance members used this opportunity to sponsor or finance the secondment of young professionals from developing countries.
Apart from office overheads, the costs of this programme would be borne by individual Cities Alliance members, over and separate from their contribution to Cities Alliance Core and Non-Core funds. The selection and identification of candidates would be in agreement with the Cities Alliance Secretariat, and should ideally be managed through one-year contracts, renewable for a second year subject to satisfactory performance. 

This Programme should commence as early as possible in 2008. 

Introduction of Service Standards

In order to improve the quality of the services provided by the Secretariat to members and partners, and to improve transparency,  the Secretariat proposes to introduce service standards across the range of service and functions it performs.

These service standards will cover:

· Acknowledgement of receipt of proposal

· Completion of Threshold Screening

· Completion of Independent Assessment of proposal

· Preparation of Grant Agreement

· Consideration of Preparatory Grant

· Reply to formal enquiries

· Formal response to Progress Report

· Formal response to Completion Report

· Payment of tranche

Once adopted, these service standards will be disseminated to all members and partners, advertised on the Cities Alliance website, and regularly monitored and reported upon.  

Revising and Updating Cities Alliance Operations Manual

In terms of the Cities Alliance Charter, and the decisions of the Consultative Group, the responsibilities of the Cities Alliance Secretariat include:

· Screening and evaluating project proposals in accordance with the criteria adopted by the CG;

· Providing Secretariat services to the CG and the PAB;

· Establishing and maintaining effective relations with partners, including supporting the CG in fundraising;

· Drafting the work programme and budget, and administering the disbursements of funds;

· Monitoring the implementation of projects and disseminating lessons learned on best practices; and

· Maintaining a database of existing projects of relevance to the main areas of activity of the Cities Alliance.

The Manual of Procedures is a compendium of the internal business procedures and processes at the Secretariat. Most of these procedures have their origin in the Cities Alliance Charter, as well as the Operational Manual of the World Bank. However, while maintaining compliance with these two guiding sources, the Secretariat nonetheless constantly aims to simplify the procedures to suit the unique nature of the programmes and activities of the Cities Alliance. 

In summary, the objectives of the manual are:

· To provide instructions to the staff at the secretariat to fulfill their organisational roles; and

· To ensure transparency and consistency in the secretariat’s business processes.

The Manual of Procedures is currently in the process of being revised and updated – this will only be finalised after the 2007 CG meeting, when the decisions on the Medium Term Strategy are incorporated into the Manual.

Improving the Knowledge Management System

In some ways, the Cities Alliance itself needs to become a knowledge management system. However, this can only happen if the organisation is underpinned by an advanced management information system and knowledge sharing-learning activities, with the following goals:

· To improve internal knowledge and information resources management: Improve the Cities Alliance’s ability to effectively and efficiently capture, structure, manage and disseminate its knowledge and information within its Secretariat;


· To provide the Secretariat, partners and clients with timely access to Cities Alliance knowledge and information resources, assisting them to scale up successful approaches and promote knowledge sharing and learning.

This has a number of elements, all of which are currently under development within the Secretariat:

Creation of a Cities Alliance Library
The library will serve as the repository for all Cities Alliance knowledge and information resources. The library will allow staff and members to find knowledge and information, both electronically and hard copies, including:

· Tools made available to Cities Alliance clients/partners for planning and implementing CDSs and slum upgrading programmes (e.g., CDS Guidelines; LED tools; sample good-practice proposals); 

· Key outputs from Alliance-funded activities (e.g., CDSs; national SU policies; TORs for key CDS/SU activities);

· Cities Alliance promotional and advocacy material; and

· References and other resource materials (e.g. UN-Habitat publications; World Bank sector studies, ISTED newsletters, independent reports, etc).


Project Database

The Cities Alliance Project Database will serve as a tool to collect and store knowledge and information related to all Cities Alliance projects, both completed and current, including members, partners and consultants information. It will also serve as a monitoring tool for Alliance project proposals.

The Database will be entirely searchable, allowing staff and members alike to be able to retrieve and compare information across multiple Alliance-supported activities. For the Secretariat, it will act as a powerful management tool, allowing projects to be tracked in real time, and also providing the Secretariat with a mechanism to plan for – and monitor – progress reports, grant payments, compliance, etc.
A records management system will be built into the Cities Alliance project database to track and store project files, including electronic documents and/or images of project related paper documents. These documents are searchable through project database search function and can also be accessed from non-World Bank IT system computers, allowing all Secretariat staff to have access to most essential files while travelling.

Cities Alliance Website

As mentioned under Objective Three, the Medium Term Strategy envisages greatly enhanced use of the Web as a managerial and knowledge management tool, allowing the Cities Alliance to engage with members and partners alike, track progress on the work programme, the status of proposals etc, as well as act as a major platform for the dissemination of substantive material on the activities of the Cities Alliance and its partners. 

Integrated Records and Information System (IRIS)
Consistent with its location within the World Bank, the Cities Alliance utilises the Integrated Records and Information Services (IRIS) system as its default repository of business unit documents, general correspondence and project files records. These records are searchable, and can be accessed by remote computers configured to the World Bank’s IT system, allowing for all staff to have access to most essential files whilst travelling. As part of the Cities Alliance’s knowledge and information resources management system, the goal is to improve linkages between the Cities Alliance library and IRIS, although with some limitations.

Overhauling Monitoring and Evaluation (M&E)

In the second independent evaluation, undertaken by Universalia, the linked issues of knowledge management and monitoring and evaluation were identified as central weaknesses in the management of the Cities Alliance work programme. Indeed, as the organisation strives to strengthen its capacity as a learning alliance, the introduction of a rigorous monitoring and evaluation system will become central to the core business of the Cities Alliance. Effective September 1, the Secretariat has been strengthened with the secondment of a fulltime M&E professional, who will work with the team to develop the Alliance’s monitoring and evaluation strategy.

The Cities Alliance Secretariat already has a track record and a practice of undertaking evaluations, and has been quite consistent in ensuring that all completed activities have been subject to an evaluation of some kind. However, it is also clear that this needs to be formalised in a rigorous manner, enabling the organisation to identify outcomes and impacts, and also in using evaluations to improve subsequent project design. 

 As a first step, the monitoring and evaluation also need to contribute to the development of a set of indicators that the Cities Alliance can use to measure the performance of the organisation as a whole.

At this early stage, it is envisaged that the monitoring and evaluation system will be developed to be effective at four, distinct levels:

a) A single operation, i.e. a give project or activity, analysing inter alia, the progress of a single operation, its work process, as well as the impacts achieved;

b) Country frameworks, allowing for the Cities Alliance to measure the impact on the country’s urban environment, policy making (at all levels), and the impacts on cities;

c) Strategic monitoring and evaluation will allow the Cities Alliance to be evaluated in terms of its  impact at an international level, its ability to raise issues, identify policy and knowledge gaps, and the contributions of various components of the organisation – the PAB, the Secretariat, and members – to achieving these impacts; and

d) Institutional monitoring and evaluation of  the Cities Alliance will allow the organisation, as a whole, to make informed observations about the value added of the organisation, the visibility enjoyed by members, the organisation’s strategic decision making, etc.
Municipal Finance
The Cities Alliance recognises that the financing of a city development strategy or citywide upgrading is sustainable only if linked to domestic sources of finance. Implicit in this recognition is the fact that the finances of city governments are fundamental to how the city functions and affects the choices made over the allocation of scarce resources. 
Major innovations, especially since the 1990s, show that cities which are empowered with sufficient authority to provide and charge for services can design the use of their assets based on an inclusive medium term prioritisation of needs. Further, these cities have been able to raise domestic capital on a repetitive basis. This movement, therefore, from traditional grant based financing systems to more modern ones is not merely a change in the means of financing, but a radical repositioning of powers and responsibilities between different levels of government which urbanisation demands.  

The Cities Alliance has a strong track record of supporting cities, national governments and their development partners at the city level, as well as facilitating improved relationships between the city and higher levels of governments. The existing portfolio of city developments strategies (CDS) and citywide slum upgrading activities provide a natural basis for designing financing based on local capital. It is also relevant to build in the tools in the design of CDS and citywide upgrading strategies, since Cities Alliance grants should be used in this process to assist local authorities in developing sustainable financing strategies. 


There is, therefore, an explicit need for both city development strategy and citywide upgrading programmes to elaborate a financing plan into its proposed investments. These needs are further reinforced by major global trends of increased responsibilities being devolved to city governments, which can facilitate the creation and financing of urban infrastructure, and support slum upgrading. These facts suggest three kinds of strategic responses
· Knowledge products which support the creation of efficient intergovernmental fiscal relations and sources of domestic finance;

· Building a financial operating plan into a single city development strategy of  slum upgrading grant, so that financing is an integral part of the strategy rather than an add-on; and

· Supporting links in a city or country context between financing public infrastructure in slums and financing systems for home loans for the poor. 

The Cities Alliance’s municipal finance initiatives are at two levels.  First, at a global and macro level, Cities Alliance members are engaged in developing action-oriented knowledge products. The Municipal Finance Task Force (MFTF) was established during 2005 by eight Cities Alliance members, financed by $125,000 in Cities Alliance Core funds and co-financing of $325,000 (including $175,000 from DFID), plus ongoing support from Norway.  The MFTF is developing knowledge and tools and is well-positioned as a knowledge resource for cities and their development partners. Further, the United Cities and Local Governments (UCLG) has formed a Local Government Finance Commission to bring greater sharpness to these tools. The UCLG and other Cities Alliance members would focus on two key trackers, namely on Intergovernmental Fiscal Relations and Sources of Domestic Finance which are expected to be designed and developed in the medium term work programme.

Second, at a more micro level, Cities Alliance grants for slum upgrading and city development strategies need to build in the means of finance upfront in the process and in prioritising the investments. This activity – building in a financial operating plan – would be integrated in city development strategies and slum upgrading proposals. 

Apart from these direct initiatives, the Cities Alliance would also strengthen partnerships with other facilities such as the Sub National Technical Assistance window managed by PPIAF, the proposed CDIA managed by ADB and GTZ, and the Bank of Cities Initiative being developed by Metropolis. These partnerships could be expected to assist cities in moving from conceptualising a strategy to implementation – based on strong links to domestic sources of finance. 

ANNEX 1
Prospective Countries / Cities for

Framework Agreements and Partnership Grants

	
	Framework

Agreement
	Partnership

Grant

	SUB-SAHARAN AFRICA
	
	

	Ethiopia (CA member)
	X
	X

	Nigeria  (CA member)
	X
	X

	Nigeria:  Lagos
	X
	

	South Africa (CA member)
	X
	

	Tanzania
	
	X

	Kenya
	
	X

	Ghana
	X
	X

	Uganda
	
	X

	Mozambique
	X
	X

	Niger
	
	X

	Malawi
	
	X

	Senegal
	
	X

	Mali
	
	X

	Rwanda
	
	X

	
	
	

	ASIA
	
	

	Philippines (CA member)
	X
	

	India:  Mumbai
	X
	

	India:  (one or more states)
	X
	X

	China
	
	?

	Indonesia
	
	X

	Vietnam
	X
	

	Thailand
	
	X

	Bangladesh
	
	X

	Sri Lanka
	
	X

	
	
	

	Latin America
	
	

	Brazil (CA member)
	X
	

	Chile (CA member)
	X
	X

	
	
	

	Middle East and North Africa
	
	

	Egypt: Cairo
	X
	

	Egypt 
	
	X

	Morocco
	?
	

	Yemen
	
	?


ANNEX 2 (a)

CITIES ALLIANCE MEDIUM-TERM STRATEGIC PLAN
INCREMENTAL FUNDING FOR STRATEGIC PLAN ALLOCATIONS

	
	
	
	
	In US$ thousands ('000)
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	ALLOCATION BUDGET ESTIMATE

	
	
	Budget Source
	
	FY08*
	FY09
	FY10
	
	TOTAL

	
	
	
	
	
	
	
	
	

	Obj. 1
	Client Execution: Financial Mgt. support services
	Secr. Costs
	
	30 
	60 
	60 
	
	150 

	
	Framework Agreements
	Core
	
	1,700 
	3,400 
	2,550 
	
	7,650 

	
	
	Africa Facility
	
	0 
	1,700 
	850 
	
	2,550 

	
	
	Secr. Costs
	
	40 
	80 
	80 
	
	200 

	
	
	
	
	
	
	
	
	

	
	Partnership Grants
	Core
	
	450 
	900 
	300 
	
	1,650 

	
	
	Africa Facility
	
	
	300 
	300 
	
	600 

	
	
	Secr. Costs
	
	90 
	240 
	120 
	
	450 

	
	
	
	
	
	
	
	
	0 

	
	SUB-TOTALS
	
	
	2,310 
	6,680 
	4,260 
	
	13,250 

	
	
	
	
	
	
	
	
	0 

	Obj. 2
	Implementation of 
	Core
	
	25 
	125 
	125 
	
	225 

	
	communications strategy
	Secr. Costs
	
	0 
	75 
	75 
	
	150 

	
	Publications programme
	Core
	
	125 
	200 
	200 
	
	375 

	
	
	Secr. Costs
	
	50 
	100 
	100 
	
	250 

	
	Website
	Secr. Costs
	
	50 
	100 
	100 
	
	250 

	
	Outreach and advocacy
	Core
	
	0 
	850 
	1,000 
	
	400 

	
	Africa LGA Partnership Initiative
	Africa Facility
	
	750 
	750 
	200 
	
	1,700 

	
	Urban Environment initiative
	Core
	
	50 
	150 
	100 
	
	300 

	
	
	
	
	
	
	
	
	0 

	
	SUB-TOTALS
	
	
	1,050 
	2,350 
	1,900 
	
	5,300

	
	
	
	
	
	
	
	
	0 

	Obj. 3
	Joint Work Programmes
	Core
	
	50 
	250 
	400 
	
	250 

	
	
	Non-Core
	
	0 
	200 
	350 
	
	100 

	
	CA publicity and materials
	Core
	
	50 
	50 
	50 
	
	150 

	
	Regional staff/advisors
	Core
	
	100 
	200 
	250 
	
	300 

	
	
	Non-Core
	
	100 
	250 
	300 
	
	300 

	
	SUB-TOTALS
	
	
	300 
	950 
	1,350 
	
	2,600


	
	
	
	
	ALLOCATION BUDGET ESTIMATE

	
	
	Source of Funds
	
	FY08*
	FY09
	FY10
	
	TOTAL

	
	
	
	
	
	
	
	
	

	Obj. 4
	Internal Staff Reorganisation
	Secr. Costs
	
	80 
	350 
	600 
	
	280 

	
	Young Professionals Prog.
	Core
	
	0 
	0 
	0 
	
	0 

	
	
	Non-Core
	
	90 
	360 
	360 
	
	810 

	
	
	Secr. Costs
	
	30 
	120 
	120 
	
	270 

	
	Knowledge Mgt System
	Core
	
	30 
	30 
	30 
	
	90 

	
	Strengthening M&E
	Core
	
	25 
	100 
	75 
	
	200 

	
	Municipal finance
	Non-Core
	
	50 
	200 
	200 
	
	350 

	
	
	
	
	
	
	
	
	0 

	
	SUB-TOTALS
	
	
	305 
	1,160 
	1,385 
	
	2,850

	
	
	
	
	
	
	
	
	

	
	COMBINED TOTAL
	
	
	3,965 
	11,140 
	8,895 
	
	24,000 

	
	
	
	
	
	
	
	
	

	
	Of Which:
	Core
	
	2,605 
	6,255
	5,080
	
	13,940

	
	
	Africa Facility
	
	750 
	2,750 
	1,350 
	
	4,850 

	
	
	Non-Core
	
	240 
	1,010
	1,210
	
	2,460

	
	
	Secr. Costs
	
	370 
	1,125
	1,255
	
	2,750

	
	
	TOTAL
	
	3,965 
	11,140
	8,895
	
	24,000


* The plan anticipates a start mid-way through FY08, around the first of January 2008.

ANNEX 2 (b)

CITIES ALLIANCE MEDIUM-TERM STRATEGIC PLAN
CASH FLOW OF PROJECTED DISBURSEMENT for NEW ALLOCATIONS
	
	
	
	PROJECTED DISBURSEMENTS
	
	
	

	
	Source
	
	FY08*
	FY09
	FY10
	FY11
	FY12
	FY13
	
	TOTAL

	
	
	
	
	
	
	
	
	
	
	

	OBJECTIVE 1
	
	
	
	
	
	
	
	
	
	

	Client Execution: Financial Mgt. support services
	Secr
	
	30 
	60 
	60 
	
	
	
	
	150 

	Framework Agreements
	Core
	
	0 
	650 
	1,750 
	2,500 
	1,500 
	1,250 
	
	7,650 

	
	Afr Fac
	
	
	250 
	650 
	850 
	500 
	300 
	
	2,550 

	
	Secr
	
	40 
	80 
	80 
	0 
	0 
	
	
	200 

	
	
	
	
	
	
	
	
	
	
	0 

	Partnership Grants
	Core
	
	150 
	600 
	650 
	150 
	100 
	0 
	
	1,650 

	
	Afr Fac
	
	
	150 
	250 
	150 
	50 
	0 
	
	600 

	
	Secr
	
	50 
	180 
	150 
	70 
	0 
	0 
	
	450 

	
	
	
	
	
	
	
	
	
	
	0 

	SUB-TOTALS
	
	
	270 
	1,970 
	3,590 
	3,720 
	2,150 
	1,550 
	
	13,250 

	
	
	
	
	
	
	
	
	
	
	0 

	OBJECTIVE 2
	
	
	
	
	
	
	
	
	
	

	Implementation of 
	Core
	
	25 
	75 
	100 
	75 
	
	
	
	275 

	communications strategy
	Secr
	
	0 
	75 
	75 
	
	
	
	
	150 

	Publications programme
	Core
	
	75 
	175 
	175 
	100 
	0 
	0 
	
	525 

	
	Secr
	
	50 
	100 
	100 
	0 
	0 
	0 
	
	250 

	Website
	Secr
	
	50 
	100 
	100 
	
	
	
	
	250 

	Outreach and advocacy
	Core
	
	0 
	400 
	850 
	600 
	
	
	
	1,850 

	Africa LGA Partnership Initiative
	Afr Fac
	
	250 
	650 
	600 
	200 
	0 
	0 
	
	1,700 

	Urban Environment initiative
	Core
	
	50 
	125 
	75 
	50 
	0 
	0 
	
	300 

	
	
	
	
	
	
	
	
	
	
	0 

	SUB-TOTALS
	
	
	500 
	1,700 
	2,075 
	1,025 
	0 
	0 
	
	5,300 

	
	
	
	
	
	
	
	
	
	
	0 

	OBJECTIVE 3
	
	
	
	
	
	
	
	
	
	

	Joint Work Programmes
	Core
	
	25 
	200 
	350 
	125 
	
	
	
	700 

	
	Non-C
	
	
	100 
	250 
	200 
	
	
	
	550 

	CA publicity and materials
	Core
	
	50 
	50 
	50 
	
	
	
	
	150 

	Regional staff/advisors
	Core
	
	100 
	200 
	250 
	
	
	
	
	550 

	
	Non-C
	
	100 
	250 
	300 
	
	
	
	
	650 

	SUB-TOTALS
	
	
	275 
	800 
	1,200 
	325 
	0 
	0 
	
	2,600 

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


	
	
	
	PROJECTED DISBURSEMENTS
	
	
	

	
	Source of Funds
	
	FY08*
	FY09
	FY10
	FY11
	FY12
	FY13
	
	TOTAL

	
	
	
	
	
	
	
	
	
	
	

	OBJECTIVE 4
	
	
	
	
	
	
	
	
	
	

	Internal Staff Reorganisation
	Secr
	
	80 
	350 
	600 
	
	
	
	
	1,030 

	Young Professionals Prog.
	Core
	
	0 
	0 
	0 
	
	
	
	
	0 

	
	Non-C
	
	90 
	360 
	360 
	
	
	
	
	810 

	
	Secr
	
	30 
	120 
	120 
	
	
	
	
	270 

	Knowledge Mgt System
	Core
	
	30 
	30 
	30 
	
	
	
	
	90 

	Strengthening M&E
	Core
	
	25 
	50 
	100 
	25 
	
	
	
	200 

	Municipal finance
	Non-C
	
	25 
	150 
	150 
	125 
	
	
	
	450 

	
	
	
	
	
	
	
	
	
	
	0 

	SUB-TOTALS
	
	
	280 
	1,060 
	1,360 
	150 
	0 
	0 
	
	2,850 

	
	
	
	
	
	
	
	
	
	
	0 

	COMBINED TOTAL
	
	
	1,325 
	5,530 
	8,225 
	5,220 
	2,150 
	1,550 
	
	24,000 

	
	
	
	
	
	
	
	
	
	
	

	Of Which:
	Core
	
	530 
	2,555 
	4,380 
	3,625 
	1,600 
	1,250 
	
	13,940 

	
	Africa Facility
	
	250 
	1,050 
	1,500 
	1,200 
	550 
	300 
	
	4,850 

	
	Non-Core
	
	215 
	860 
	1,060 
	325 
	0 
	0 
	
	2,460 

	
	Secr
	
	330 
	1,065 
	1,285 
	70 
	0 
	0 
	
	2,750 

	
	TOTAL
	
	1,325 
	5,530 
	8,225 
	5,220 
	2,150 
	1,550 
	
	24,000 


* The plan anticipates a start mid-way through FY08, around the first of January 2008.

Analysis of MTS Budget and Funding Sources

ANNEX 3

Cities Alliance

Summary of Costs and Financial Implications

For the
Implementation of Proposed Medium Term Strategy (2008-2010), and

Other Responses to Recent Programme Evaluations

The estimated incremental cost of the proposed Medium Term Strategy for the Cities Alliance is US$24 million, to be committed and allocated over a three year period, FY08-FY10. About US$15 million of those funds would disburse during this three-year period, and the remainder over the ensuing three years.  

This represents the Alliance’s initial concerted response to the findings and recommendations of the 2006 Independent Evaluation of the Cities Alliance, as well as other recent evaluations.  

These activities are in addition to other on-going activities underway by the Cities Alliance Secretariat in response to the evaluations as well as the demands caused by the Alliance’s growing portfolio of projects, expanding membership and needs of existing members, and increased expectations for impacts from Alliance activities.  

If approved in full, implementation of the strategy would result in a 37% increase in the average annual work programme (including Non-Core funded activities) from an average of $17.7 million per year (over FY05-FY07) to $25.7 million per year over FY08-FY10.  The Core portion of the work programme would increase by about 60%, growing from $8.1 million per year to $13.2 million.  

The base Secretariat Core-funded budget would increase by an average of 33% over the three-year period, increasing by an average of $610,000 per year. In addition, the Young Professional (YP) programme would provide additional support to the Secretariat.  The budget assumes continuation by Alliance members of the secondment of senior-level specialists to the Secretariat. 

Financing the plan

The Alliance has a sufficient and stable enough cash flow to finance much of the plan from anticipated future annual contributions, supplemented by an increase in contributions from some members as well as utilisation of existing unallocated fund balances.

Because of the significant financial outlay required for the plan, the Consultative Group may wish to consider setting a cap on the amount available for new funding allocations from the regular Cities Alliance grant facility.  There currently is no cap, so funding allocations have fluctuated according to demand and the pace the Alliance members have been able to assist cities and countries to access Alliance funding.  

Approvals for Core funding allocations have ranged from $4.6 million to $11.8 million over the past three years, averaging $8 million. The Alliance has been able to meet this demand. 

Out of these Core approvals, approximately $2.5 million has been for the Secretariat budget ($1.9 million) or for allocations for global activities managed by the Secretariat ($0.6 million), such as costs of CG and PAB meetings, learning and knowledge dissemination activities, and evaluations.  Thus, an average of approximately $5.5 million in Core funds have been allocated through the regular funding application process.  (An additional $9.6 million has been allocated from Non-Core funds, most for large, earmarked projects - SUF, CLIFF and Bahia).   

To reduce the risks of financing the plan, an initial cap of (for example) $5 million could be established for the grant facility for FY08, and reviewed annually thereafter. Or a cap for three-year period could be established, managed within flexible annual targets. The Steering Committee could have a role in the oversight of the cap and/or for making recommendations on the cap amount to the Consultative Group. 

If new Core approvals are no more than $5 million during FY08, it would allow the Alliance to largely finance the first year of the MTS out of already committed funding contributions, combined with some unallocated fund balances from last year.  

This would also motivate the Alliance to become more selective – and strategic – in the project approval process.  It might also provide incentives for members and clients to reduce the average size of a funding request, which has been on an upward trend.

If existing donor funds can fund the first year of the MTS, then any increases in contributions from existing members, plus contributions from any new members, can be applied to implementation of the next two years of the MTS.  At the 2008 annual meeting, the CG can take stock of the resource mobilisation effort and update the financing plan.  

There is also opportunity for the Alliance to fund part of the MTS out of anticipated cash flows.  The typical project approved for Alliance funding takes a few months to start, and has an anticipated duration of around two years. Very few projects complete as planned, so an average funding allocation, from the date of approval to completion, often takes from three to four years.  As a consequence, the Alliance had $9.2 million in approved but un-disbursed allocations as of 30 June 2007.  

Because of this disbursement pattern, the Alliance has the option, to a limited extent, of approving funding allocations in advance of receiving the cash contributions from its members.  

If, as noted above, the FY08 grant facility is capped at $5 million, and the remainder of the FY08 MTS costs (budgeted at $4 million) can be absorbed within existing funding, that would leave $20 million to be financed for FY09 and FY10.

Of that, the Secretariat proposes to allocate the $3 million balance currently sitting in the Africa Facility, and mobilise at least $2 million in additional Africa Facility funding.  It will also be looking to members for approximately $1 million in Non-Core funding for the young professional programme. 

That would leave approximately $14 million to be financed from new or increased Core contributions and additional Non-Core contributions.  Shortfalls might need to be financed against anticipated future year contributions, as described above.

Implementation Arrangements of Medium Term Strategy

Of the $24 million proposed in additional allocations for implementation of the strategy during 2008-2010, approximately $14 million would be implemented by cities and countries under Framework Agreements, Partnership Grants and the LGA Initiative for Africa.  Most of these funds would be used by these clients for knowledge generation, knowledge sharing, communications, advocacy, and partnership building activities, as well as technical assistance for preparatory activities for CDS and SU programmes, so as to assess and improve the “enabling environment” for systemic and sustainable change, at scale.

Funding of the YP programme, budgeted at $0.8 million, would be implemented through secondments funded by Alliance members (In-Kind), or through Non-Core contributions earmarked for these posts, administered by the Secretariat. And, $2.75 million would be administered as part of the Secretariat’s budget, as summarised in the following section.  

The remaining $6.5 million (listed below) are allocated for a variety of learning, knowledge sharing, communications, advocacy and thematic activities.  Some of these allocations will be administered directly by the CA secretariat as part of its work programme ($1.5 million estimated), and the remaining implemented by Alliance members and partners ($5.0 million estimated).  The implementation arrangements for each will be developed by the Secretariat as the allocations are approved and included in the annual work programme. 


$   275,000
Implementation of communications strategy


$   525,000
Publications programme


$   250,000
Website


$1,850,000
Outreach and advocacy


$   300,000
Urban environment initiative


$1,250,000
Joint work programmes


$   150,000
CA publicity and materials


$1,200,000
Regional staff/advisors


$     90,000
Knowledge management systems


$   200,000
Strengthening M&E


$   450,000
Municipal finance


$6,540,000


Implications for Secretariat Budget

Additional budget support of $2.75 million in Core funds for the Secretariat is proposed over the three years. Of this, $1,080,000 would be for the funding of three additional professional staff positions and three support staff positions in the Secretariat offices in Washington, and $270,000 for office overheads and support costs for the Young Professionals programme.  The YP programme would be evaluated after the first three years, to assess whether it should be continued.  In addition, $750,000 is proposed for the transition from secondments to the Core budget for the lead CDS and slum upgrading advisors.
The balance of $650,000 would be for costs in developing and initiating the Framework Agreements and Partnership Grants, mostly travel and meeting costs.  These costs will not be considered part of the base Secretariat budget, but rather treated as project expenses for implementation of this part of the Medium Term Strategy. 
Five of the six new staff positions will start during the middle or latter part of FY08, and the sixth early in FY09.  The incremental budget request for FY08 is $210,000 and $435,000 for each of the next two years.  The conversion to Core budget of the CDS and SU advisors would begin in FY09.
Three of the new staff positions will be professional-level, and three support staff.  They are:

· Web editor 

· Print editor 

· Communications assistant

· Urban development specialist

· Grant administration assistant

· Team assistant

There currently are short-term consultants or temporaries filling three of these positions, initiated as part of the FY07 Secretariat budget and work programme.  The FY08 base budget submitted to the Steering Committee includes converting these posts to full-time staff or consultant positions after the Cities Alliance meetings in Manila.  The base budget also includes the mid-year addition of the fourth new position, an assistant to support administration of the Alliance’s grant portfolio.  

The other two positions – a web editor and communications assistant -- would be recruited after endorsement of the Medium Term Strategy.  

If the plan is agreed, this would increase the size of the communications and knowledge sharing staff from two to five.  The staff could also be supported by one or more of the young professionals.  The two existing posts are a communications officer and a knowledge management specialist.  This latter position is budgeted to convert from a full-time consultant position to a two-year fixed term staff appointment during FY08.  

The new urban development specialist post is proposed as part of the ongoing internal staff reorganisation of the Secretariat.  This post is targeted at a mid-level professional who can provide longer-term, specialist support to the Alliance’s more senior technical experts, who are assigned to the Secretariat for a few years on secondment (and are proposed to transition to Core budget).  This will help provide continuity to the CDS and slum upgrading technical teams, and help free up the time of senior technical staff to better assist with implementation of the Medium Term Strategy. 

In addition, a second urban specialist post is being created as part of the internal Secretariat reorganisation, at no additional cost for the Medium Term Strategy.  This is resulting from transferring the duties for administration of the Alliance proposal evaluation and approval process, and other duties, from a professional-level staff to support staff, freeing the professional staff to transition to full-time support to the slum upgrading team.

The reorganisation is resulting in a series of similar transfer of duties from more senior staff in the Secretariat’s “back office” (financial and grant administration), which will result in freeing more senior staff time to assist with implementation of the MTS. 
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� Subsequent to the drafting of this MTS, SDI has formally applied to become a member of the Cities Alliance.


� The budget reflects additional funding requirements beyond the allocations averaged during the past three years, of $8 million Core and $9.7 Non-Core.   
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