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Chair's Summary
Introduction

The second Annual Session of the Peacebuilding Gssion (PBC) took place on 23 June 2015
under the title Predictable financing for peacebuilding: Breaking the silos’. The session addressed the
need for practical measures to enhance: a) prédittaof peacebuilding funding through financial
mechanisms for early and sustained support forgimalcing priorities; and b) capacity development
for domestic revenue generation, including througtiional capacity building to build the taxation
system, coordinate and manage aid and controit iflicancial flows. In addition to a keynote addses
and remarks in the opening and closing segments,itormal working sessions brought together
Member States, representatives of the UN systetarnational and regional organizations, financial
institutions and civil society organizations. Thegarking sessions explored intergovernmental avenue
for enhancing predictability of peacebuilding fumgliand minimizing the impact of the existing silo
approach to humanitarian, security and developriieahce on the coherence and effectiveness of UN
and international response in post-conflict situagi

Il. Opening segment

The Chair of the PBC, H.E. Mr. Olof Skoog (Swedemd Deputy Secretary-General, H.E. Mr.
Jan Eliasson, opened the Session. The Presideght dkfrican Development Bank, H.E. Mr. Donald
Kaberuka delivered the keynote address (via vid@9:-|

The Chair of the PBC noted that the annual session is taking place w@ihe when global
financing priorities and mechanisms are discuseettie context of the Third International Conference
on Financing for Development (Addis Ababa, Ethip@ialy 2015), the Sustainable Development Goals
(SDGs), actions to address climate change, and miteman financing. At the same time, he observed
the ever-increasing need to prevent conflict, nathan simply respond to it, noting that adequate,
flexible and risk-tolerant funding for peacebuildiis equally important.

The Deputy Secretary-Generalnoted the lack of global estimates for peacebujdariated
needs and, hence, the funding gap is inadequateasuned. He observed that recent estimates pointed
to the inadequate levels of funding channeled topstt critical institution-building efforts in the
political, security and justice areas in the sixitinies on the PBC agenda (only 7 per cent of @ffic
Development Assistance (ODA) during the period 28023). He also noted that assessed budgets of
missions mandated by the Security Council do notuge programmatic funds to help strengthen
national institutions in the political, securityyan rights, public administration and rule of laveas.

He further noted that development, security, humgimts and humanitarian activities are often funded
from different budgets with separate decision-mgkmmocesses, which leads to unpredictable donor
engagement, inefficiencies and persistent undeirfignof critical peacebuilding areas. He admitteak th
this fragmentation is mirrored on the part of theiteld Nations, with insufficient coordination among
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various UN entities, competition for funds and laxfkresources for strategic activities. As a pdssib
remedy, he noted that global pooled funds, suchhasPeacebuilding Fund (PBF), have played a
positive role in breaking down the silos, incerging common analysis of needs, and promoting
coherent approaches at country-level, calling fgscaling the Fund to be able to expand its
contribution. Finally, he noted that investingniational capacities to build tax systems and gtrenm
rule of law in recipient countries would contributeself-financing of peacebuilding.

The President of the African Development Bankaffirmed the need for rapid, predictable,
flexible, and risk-tolerant funding for countriemerging from conflict. He stated that such fundmngst
be decided by the distinct nature and trajectorgath conflict, and the imperative to empower those
affected by the crisis to own the peacebuildingcpss. To this end, the President outlined several
lessons that guided the establishment and the wbitke Bank’s newly introduced US$ 1.5 billon
Transition Support Facility; namely: a) “Ring-fengi’ prioritizes investment in peace, since tradiab
development assistance seeks to reward performahicd is inherently weak in countries emerging
from conflict; b) volume of funding is not sufficie and must be complemented by risk-taking in the
provision of budget support, procurement and fldixybin accounting; ¢) method of deployment must
be contextualized and accept enormous capacity igafgceiving countries. In this context, thereais
need for careful balance between risk mitigation aisk-taking and conviction that investment in
strengthening state capacity to absorb and usesfigichn investment in peace; d) rebuilding and
enabling state institutions to raise revenues am@tnthe development needs of their populations
requires attention as early as possible in thega®cThis is fundamental not only for enabling mubl
finances but also for long term political stabilapd growth; e) the need for dedicated investment i
assisting countries as they undertake major natesalurces contract negotiations, or seek to lihait
flows; and f) the imperative for early private istent to help boost the economy, and create jobs.

Il Working Session One: Predictable funding and fragmeted international aid architecture

The discussion in the first working session refén® the gap between peacebuilding financing
needs and available resources to address these. Weed result, the main challenge is not only angu
sufficient volume of funding but also to make pdagdkling financing more effective and predictable.

In this regard, the upcoming discussions on finagcior development and sustainable
development goals present a unique opportuniturilvér advance this debate and address it in view o
a, hopefully developing, new paradigm of addressomgflict and fragility. Several participants
confirmed that the international donor communitystadapt to the changing patterns of conflicts in
order to invest in addressing their drivers, sosired effects. To this end, it was observed thabdo
need to increasingly prioritize funding for natiipaand locally identified peacebuilding-related
priorities and for building critical state institoms. In this context, participants underlined tHaspite
the cost-effectiveness of conflict prevention arehgebuilding, securing sufficient and predictable
funding compared to that available for security agegnent through peacekeeping continues to be
challenging.

Participants also highlighted the relevance of RiiB#= as a useful tool to provide flexible, fast
and relevant support to peacebuilding needs ingasict contexts. In this regard the relativelyited
financial support to the PBF was highlighted anel nleed to upscale its size and contribution tomdl!
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the enormous funding gaps was particularly empbkdsiit was also noted that the PBF is one of the
most inclusive funds given its broad donor basé, iscontribution to incentivizing coherence in UN
programme design and delivery.

Participants further alluded to the need to divgrie sources of financing for peacebuilding
related processes through private sector investrbessdening the tax base and curbing illicit ficiah
flows. Moreover, remittances from the diaspora weghlighted as an increasingly significant souste
revenue that should be better utilized. It was alsted that South-South and triangular cooperation
represented another untapped potential for broadetme donor base, and it has proven effective in
several situations. Lastly, it was suggested pinadlictable funding should be predicated on impdove
networks of partnerships to strategically addrésbaj and local problems strategically.

The discussion concluded that core funding allocati for institution-building will help
overcome the unpredictability and sustainability fohding in support of core state capacities and
national systems. It was noted that although Baamt technical expertise is required to build
institutions, many of the institutions in questiare highly political in nature, and need to be gegha
with as such. In this context, the discussion tatex that political leadership in the countries
concerned is critical in order to craft a nationalion that drives prioritization that help enssteategic
and efficient use of resources.

IV.  Working Session Two: Domestic sources of financinigr peacebuilding

The second working session represented a followeupe outcome of the first annual session in
2014. The discussion explored means of strengtgerdlomestic resource mobilization for
peacebuilding, which entails structured supporbigitding national capacity for revenue generatod
effective financial management in post-conflict coies. The discussion also addressed various
challenges and opportunities for longer-term irdomal support for capacity development in theaare
of domestic resource mobilization in countries etiéel by or emerging from conflict.

In this context, participants noted that domestgource mobilization plays an important role in
securing support from the donor community. Comthiweh a longer term development agenda, greater
national commitment to generate revenues domedstic®@monstrates political will and national
ownership and encourages greater international su@gmd engagement. At the same time, it was
emphasized that risk aversion by traditional domepsesents a real challenge to large scale inwggtm
in capacity development for domestic revenue geioeralt was highlighted that a more risk-tolerant
approach should combine the provision of techrasaistance with active political engagement. is th
connection, it was observed that while nationabuese collection is a political endeavour, the supp
offered by the international community in this argaoften technically focussed. In addition, selera
participants emphasized the need to build capacitg sub-national level for more efficient and bisi
collection and service delivery.

There are economic activities in fragile stated thzerated outside tax systems and common
structures, it was noted. Guinea-Bissau’s politigdll to reform its fiscal and tax systems and egese
enforcement was highlighted as an example of measagainst tax evasion. Incentives to pay taxes are
important since payment of taxes could lead to owed delivery of services and investment in social
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and economic development, which is key determimaastablishing trust between society and state and
help establish a viable social contract that cbotg to sustaining peace. Serious efforts in tgbtfi
against corruption at state-level were also citedia imperative for minimizing tax evasion and gain
confidence across society. Participants also nthedl sustainable tax systems require establishing
inclusive and broader tax collections, sound natwesource management, decentralization and
transparency of tax systems where the legislatudgadiciary have a role to play.

The discussion alluded to the challenge posed Iyt ifinancial flows (IFFs) from countries
affected by or emerging from conflict, which demsvthese countries from a significant source of
funding for peacebuilding and development and havesignificant detrimental impact on the
development process in Africa. It was noted that eélktractive industries in particular are a sowte
IFFs. The Report of the High-Level Panel on Itli€inancial Flows from Africa examined the
magnitude of the issue estimating that Africa ltsdut US$ 50 billion annually to illicit financiflbws
and that 60 to 65 per cent of these illicit flowe @aused by commercial activities, especiallydrad
mispricing. Trade mispricing can be identified amith international support be effectively addresse
In this context, discussants noted that curtailiffgs require political determination and a framewimr
international cooperation and coordination.

V. Closing segment

This segment was chaired by H.E. Ms. Margot Wadilstr Minister of Foreign Affairs of
Sweden, Chair of the PBC. The President of the @émessembly, H.E. Mr. Sam Kutesa, and the
President of the Security Council, H.E. Mr. RamBin Ibrahim, delivered closing remarks. The need
for integrated and coherent development and sgcuiitategies in post-conflict countries was
particularly stressed as a way for addressing feaged and silo-ed approaches to peacebuilding
funding. In this regard, the importance of suffitiggrogrammatic funding for peacebuilding-related
tasks in UN mandated missions was particularly easjzied. In the same context, a call was made for
ensuring augmented and predictable resources éoPBF in order to expand investments in political,
security and justice institutions to enable it testain funding over a longer time period and tb fil
critical funding gaps throughout the various stagfethe post-conflict cycle.

Moreover, and in view of the ongoing reviews of geaperations and the peacebuilding
architecture, and the upcoming reflection on humaaiain financing in 2016, the Chair noted that éhes
discussions should inform one another with grefitens on preventing conflicts. At the same time, it
was also observed that the challenge of fundindlicoprevention lies in the difficulty to demonate
results, which could be a question of improved mnude efficient communications.

At the conclusion of this segment, the PBC adoptegreviously negotiated statement
summarizing the main messages from the discussimaaghout the day and providing broad political
direction for follow-up (see annex).



VI.

Policy recommendations and next steps
A. Summary of identified policy recommendations:

Long-term predictable funding for peacebuildingdidcentail core funding allocations to critical
peacebuilding institutions and processes, includiagurity sector reform and support to the
justice sector.

There is a need for augmented and predictable resedior the PBF to expand its flexible and
risk tolerant investments in political, securitydajustice institutions; and to enable it to fill
critical funding gaps throughout the various stagfehe post-conflict cycle.

The PBC should consider means of encouraging divelngannels of financing peacebuilding-
related priorities, including through South-Southdatriangular cooperation, partnership
networks and local and sustainable foreign privatestments.

lllicit financial flows require a global solutio.he recommendations of the Report of the High-
Level Panel on lllicit Financial Flows from Africehould be taken into consideration in the
Financing for Development discussions and in othiebal fora. There is also the need to
consider the development of global frameworks tp kbarb illicit financial flows from countries
emerging from conflict.

The donor community should prioritize investmentianal and national capacity development
for domestic revenue generation. Special focus|dhoel given to revenue collection capacity at
the sub-national level.

B. Next steps

The Organizational Committee will discuss the enmgygoolicy recommendations generated

through the working sessions, with a view towasnulating advice to the General Assembly and the
Security Council, as appropriate. These recommenrdatvould be reflected in the PBC’s next Annual
Report, together with key policy conclusions froime tPBC’s deliberations on the subject. The
Peacebuilding Support Office was requested to deothe necessary policy and secretariat support to
this exercise.
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