








Turning the Tables : Aid and accountability under the Paris framework

(Cambodia and Mozambique show a clear growth in the actual numbers of projects (Figure 4). Current active projects

total 704 in the case of Cambodia and 1194 in Mozambique. In 2006 our case study countries on average had over

550 projects.V] Three years after the Paris Declaration there is no discernable reduction in the burden on recipients of  v] Calculation made using 2006 data from
managing multiple aid projects. the case studies of Cambodia, Honduras,

Mozambique, Nicaragua and Sierra Leone.

Fig. 4 New aid project approvals in Cambodia and Mozambique
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Parallel implementation units

Some projects are implemented through recipient countries’ structures, but independent Project Implementation Units
(PIUs) are often created. Data from the Paris Monitoring Survey (Figure 5) show a huge number of such units in our case
study countries. There is also significant variation across countries. Mali for example received half the amount of aid that
Mozambique did but had 60% more PIUs. These units create parallel governance structures which by their nature cannot
contribute to better government-citizen accountability.

Fig. 5 Total number of parallel PIUs per country
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To evaluate donors’ general performance on PIUs, we have used data from the Paris Declaration Monitoring Survey to
obtain the ratio between total number of PIUs and total disbursed aid in US$100m (Figure 6). In this way we can make a
fairer comparison by compensating for differences in size of aid budgets.

Fig. 6 Donor Ratio of Project Implementation Units/Total Disbursed Aid
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Flaborated by Furodad with data from the Paris Declaration Monitoring Survey

Although having donors with similar aid budgets working in a different number of countries might partly explain some
of the observed differences, the fact that most of the donors work in a similar number of countries suggests that the
influence is minimal. A comparison between Spain (US$104m aid budget in 11 countries, operating 63 PIUs) and Ireland
(USS147min 6 countries, operating 4 PIUs) helps to illustrate this point.

With 63 PIUs per US$100m in aid, Spain’s extremely poor performance stands out. Among the other donors, two groups
can clearly be observed. On the one hand, there is a group of poor performers represented by the US, Denmark and
France. The second group, Germany, Ireland, the UK and the World Bank perform significantly better, with ratios below
one third of those of the former group. Finally, the European Commission falls in between both groups. These findings are
also supported by evidence from the country level; in Malawi for instance, donors have set up 69 project units parallel to
government systems, according to Paris Declaration data and 30 of these are run by USAID.

Predictably precarious aid

Without donors disbursing aid when they say they will, the budget process and subsequent ability for citizens and
parliamentarians to hold their government to account for that budget will never be effective. Without predictable aid flows
governments will continue to struggle to make long-term investments in the institutions, infrastructure and individuals
needed to tackle poverty. Well-staffed hospitals and schools require much advance planning, training and organisation,
which can be easily undermined by on-off donor financing.

In the Paris Declaration, donors committed to provide reliable aid commitments over a multi-year framework, and to
disburse their aid on schedule. In addition they pledged to “provide timely, transparent and comprehensive information
on aid flows so as to enable partner authorities to present comprehensive budget reports to their legislatures and citizens”
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Our country studies repeatedly highlighted the need to improve donor predictability and transparency. As a government
official from Niger explains: “respecting the budget calendar is a big problem with aid. If this calendar is not respected,
all of our predictions are different and it is impossible to put them right. If the money does not arrive on time, either we
are not able to make the planned investments in the time given, and the programmes are disrupted, or we accumulate
arrears”

The negative effects of unpredictable aid flows are amplified in recipient counties by the fact that aid often adds up
to significant shares of their Gross National Income. In the cases of Mozambique and Sierra Leone, aid for the period
2000-2007 averages 28% and 33% of the GNI respectively. For Honduras and Cambodia the figure is around 7 per cent.
The higher the share, the bigger the impact, but in all our cases the amount of aid is high enough to generate serious
disturbances when aid is not disbursed as agreed.

Predictability: a mixed picture

The responsibility for providing predictable aid lies primarily with donors. The Paris Declaration reforms aimed to put
recipient governments in the driver’s seat. But donors retain control of the car’s petrol supply. The performance of different
donors is presented here using data from the 2006 Paris Declaration Survey.”® The results are presented as percentage of
deviation from scheduled aid within a given year (Figure 7). There is a large range. The better performing countries are the
UK, Japan and Denmark with deviations lower than 4%. The worst are the US and Germany with deviations of 23% and
31% respectively. Spain, France, the World Bank and Ireland are all between 12% and 15%.

Fig. 7 Donors’ deviation from scheduled aid to all countries (%)
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Our case studies reinforce the picture of inconsistent donor disbursements. Less than 50% of committed aid was disbursed
in Sierra Leone in 2006 while Ghana only had to deal with deviations that ranged from 7.5% to 1.2% in the period 2003-
2006.”" When we look at donor countries individually their predictability also varies from one case study to the other.
In 2006 in Mozambique, Germany, Ireland, UK and the World Bank delivered on their commitments, whilst Denmark
did not.”? The same year the World Bank was 50% short of its commitments in Cambodia, whereas the UK, the US and
Germany missed their targets by 22%, 17% and 8% respectively. "
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Predictability is not only about providing reliable figures, but also about providing them in sufficient time. Effective long-
term planning requires reliable information and predictions on aid flows to be provided early in the budget process.
Donors'uncertain commitments to the budget make financial management very difficult. A government official in Niger
commented: “you have to take into account the virtual nature of the budget adopted by the Parliament”.

Donors’ performance on long term commitments differs from country to country. Germany, for instance only makes
commitments for less than three years in Mozambique and Niger, but in Sierra Leone it currently funds a five-year
programme. Ireland has three-year agreements in those countries where information is available. The World Bank,
despite having some multi-annual agreements as in Mozambique, only decides the amount of aid it will disburse on a
yearly basis. Best performers are the European Commission — with programmes up to six years — and the UK, which has
committed to a ten year programme in Sierra Leone.

Reasons for low predictability

Despite their pledges, donors often fail to disburse what they have committed on time. This is due to two different but
related problems. Firstly, donors agreements and commitments are not legally binding and donors may not have systems
in place to quarantee disbursements. Secondly, disbursements depend on the recipient’s compliance with a number of
agreed conditions.

In order to deal with the first of the problems and harmonise donors'behaviour, some governments have independently
sought a higher commitment from donors. Although not legally binding, Cambodia has introduced the Multi Year
Financing Framework, providing three year aid flow projections. All donors except Japan and the US have been willing to
provide such projections. The Nicaraguan government has introduced a law compelling donors to provide aid projections
one year in advance so they can be incorporated into the budget before it is passed in parliament. Some donors will need
to review their legal frameworks to enable them to make real multi-annual commitments.

The second reason for low predictability is related to the high number of conditions associated with budget support.
Disbursements are conditioned on compliance with benchmarks and indicators introduced by different donors, who bring
their different objectives and economic forecasts with them to the negotiating table.

This can lead to conflicting conditions within budget support agreements which leave the government with little room to
manoeuvre. A good example of thisis Sierra Leone, where budget support has been tied to both donors'poverty reduction
objectives and to IMF conditions. The first group of conditions is achieved by increasing public spending, the second by
keeping the economy ‘healthy’ according to IMF assumptions. On the basis of the IMFs judgement DFID and the EC froze
2007 budget support disbursements until the latter part of the year, seriously affecting funding for poverty reduction.
And the World Bank did not disburse any budget support at all in 2007 because it did not consider that enough budget
support indicators had been reached.

To solve these predictability problems donors should streamline their procedures and address current conditionality
practices. Figure 8 shows the amount of aid disbursed as general budget support in the last three years in our seven
country cases. The chart clearly reflects the predictability problems in Sierra Leone and helps to identify similar cases of
unstable aid flows in Mali, Mozambique, Nicaragua and Niger. When unplanned, these changes in aid flows cause budget
uncertainty, make it difficult to meet predetermined benchmarks attached to budget support and undermine planning.
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Fig. 8 Total general budget support (USSm) received 2004-2006

400
350
300
250
200
150
100
50
—1

(ambodia Honduras Mali Mozambique Nicaragua Niger Sierra Leone

Flaborated by Eurodad with data from the Paris Declaration Monitoring Survey

Recipient’s roles: a tale of shared responsibility

Recipient countries also share the blame for unpredictable aid. Given donors'fiduciary concerns, recipient countries must
produce accurate and reliable budgets if they want to receive donor money as budget support. More precise financial
planning is also needed.

Governments sometimes fail to mobilise the projected amount of money, causing shortfalls in available domestic resources.
This explains, for instance, most of the 29% deviation from Ghana's 2006 budget. 74 Aid flows are also sometimes over-
estimated, as in Niger's 2008 budget.”> Governments may do this in order to exert pressure to raise donors' commitments
or to give them space to make decisions on how resources should be spent.

Even with their capacity constraints and their powerlessness on aid inflow levels it is sensible for all governments to
introduce and implement a public budget cycle and day-to-day management practices. When recipient governments
are unable to comply with basic administrative requirements or their own requlations, it is not enough to blame donors,
even if these requlations form part of budget support conditionality. Recipient governments should redouble efforts to
improve the accuracy and transparency of budgets. Improper behaviour undermines citizens’ opportunities to scrutinise
decision-making and erodes the confidence of taxpayers and external donors.

At the same time external donors need to set out clearly in advance the situations in which they will review or cut funding,
for example in cases of proven grand corruption or major breaches of human rights agreements. Where donors do not
deliver the aid committed, on time and in a given year, they should publish an explanation in the recipient country clearly
explaining the reasons why they were not able to do so.

Technical assistance still supply driven

Technical assistance refers to donors paying for consultants, training or research for developing countries. Although there
is a clear need for building capacity, the value of much technical assistance is increasingly contested. It is estimated that
one half of all aid is spent on technical assistance,”® but much of this money is not effective enough. According to the
OECD's figures, technical assistance makes up 35% of aid in Cambodia, 27% in Niger and averages around 15% for the
rest of the case studies (Figure 9). However, technical assistance is often embedded in specific projects and thus quite
difficult to quantify properly. Evidence from our case studies in fact suggests that these figures could actually be much
higher for Cambodia (45%), Honduras (34%) and Nicaragua (23%).
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Fig. 9 Technical assistance as % of Total Net ODA
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Flaborated by Furodad with data from the OECD database

Despite consistent complaints from developing country governments, NGOs and donors about poor technical assistance,
the Paris Declaration commitments to improve this “black hole” of aid are very modest. Donors pledged to make their
technical assistance demand rather than supply driven and to coordinate their efforts with other donors to avoid
duplication and wastage. Their modest target is that half of their technical assistance should be demand-driven and
coordinated by 2010. Our case study research shows continued scepticism from developing country governments and
clvil society organisations alike about technical assistance and little evidence of improvements as a result of the Paris
Declaration commitments.

Ineffective and unsustainable assistance

A frequently stated aim of technical assistance is the effective and sustainable transfer of knowledge and skills to recipient
countries. Within this wider goal, technical assistance missions often concentrate on building institutional capacity and
training senior officials. The degree of success is very difficult to measure since there are no standard methods to evaluate
how much knowledge has been effectively transferred. In general, recipient countries acknowledge that “technical
assistance - can be useful if it comes and builds enough capacity and leaves people trained” the problem is that “there
seems to be no exit, the consultants just keep on coming”// Technical assistance in practice is heavily tied to the donor
country and itis exempted from donors’ commitment to untie aid to the least developed countries. 78 This makes it more
expensive and creates incentives for donors to continue determining its content.

According to the Cambodia study, “a great deal of past resources spent directly by external development partners have
been devoted to technical assistance. . .while these have no doubt had their use, it is time now to ensure that resources
are redirected to make available additional funds for concrete and tangible actions to accelerate progress in the lives of
Cambodian people”/% Moreover, consultants usually earm much higher salaries than the civil servants they work with.
This often poisons working relations and can lead to an internal‘brain drain’as people leave government jobs to become
consultants for donors.

Similar opinions echo through the case studies of Mozambique, Honduras, Niger and more significantly a report made by
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the European Court of Auditors 0 on European Commission technical assistance. This report finds that only “one-third of
the [European Commission's] projects have been, or are likely to be successful in reaching their objectives”. In Cambodia,
where the levels of technical assistance are the highest, the PRSP calls on donors to “drastically reduce the share of funds
received for technical assistance”. 81 Looking at this picture it is not surprising that technical assistance is considered the
"key aid effectiveness challenge” 2

Differing donor and government opinions about the quality of technical assistance were evident in Nicaragua. As part
of the 2006 Paris Monitoring Survey on Aid effectiveness, donors claimed that nearly one third (29%) of their TA was
coordinated and aligned to the Nicaraguan government’s needs. The Nicaraguan government however considered that
“no current programmes in Nicaragua would qualify as co-ordinated under government leadership” 83 A similar picture
of TA s offered by the Niger case study, where in 2005 only 15% of TA was coordinated with national programs.

Donor incentives for continuing consultancies

Although technical assistance is meant to be primarily about building up capacity of developing country institutions and
skills transfer, in reality such exit strategies are rarely in place. It appears that technical assistance is more about fixing
today’s problem than avoiding tomorrow’s. One Niger civil society representative went further, claiming that “after more
than 40 years, technical assistance is more part of the problem than the solution”

- The Niger case explains some of the reasons why this element of aid is so slow to be improved. The Niger government
is extremely weak. There is serious poverty in the country, with limited administrative capability to act. Donors want
to spend their money, and there are institutional pressures on staff to disburse their budget on time. It will be quicker
and more expensive to employ a foreign consultant to do the job they want to get done. The Niger case says that
“Undoubtedly, technical assistance serves to compensate for the weaknesses of the administration but it does not
contribute to resolving these in the medium term’” 8

- In Honduras, government officials complained about the “quality of technical assistance, the high salaries paid to
consultants and its limited usefulness’, but donors see it as the only way to compensate for the country’s weak
bureaucratic and technical capacity. A World Bank representative in Honduras said “the only way to work is through
missions and technical assistance’, 8 if money is to be allocated within a certain period.

Technical assistance is commonly imposed by donors as collateral for financial contributions®” and is not adapted to
recipients’ necessities. 88 Technical assistance often comes hand in hand with tied aid, linking aid to purchases from the
donor countries (see Box 9). Technical assistance can perhaps be summed up overall as high costs for low results.

Box 9 - Debt cancellation for poverty reduction or Spanish profit?

Spain cancelled Honduras'debt under the condition that the government of Honduras deposited US$55 million in the
Honduras — Spain Fund with an agreement running until 2010. The projects from the fund had to be “implemented
by Spanish companies, institutions or development organisations with approved technical and financial capacity”. In
addition the agreement states that if the projects financed by the Fund produced any “certified emission reductions
generated under the clean development mechanism of the Kyoto agreement’, that these would belong to Spain.

This practice however is due to change given that the Spanish parliament passed an external debt law at the end of
2006 that establishes that debt swaps will prioritise local companies and organisations. 8
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Parallel governance preventing more progress on alignment

Summary

Significant attention has been paid to alignment ofaid to
recipient government strategies and systems. Progress is
mixed but overall itis slow.

Donors continue to bypass country financial systems.
In some cases this is because of concerns of unreliable
systems or corruption.

Some donors in some countries give significant amounts
of aid as budget and other programme support. Overall
however, projects are still the dominant modality.

Aid is still very unpredictable and donors rarely make
real multi-year commitments. Conditions attached to
budget support, unclear commitments and donor and
recipient administrative blockages all contribute to the
problem.

There is not enough information about technical
assistance, there is continued scepticism about how
useful it is, and much s still tied to the donor country.

Some donor examples

X USAID does not provide aid through country systems
in Mozambique or Mali.

X Only one quarter of the World Bank's aid to
Mozambique is given as programme aid and only
one quarter uses government systems.

X Spain has tied all its debt relief to Spanish companies
and organisations in Honduras.

X Bureaucratic blockages have meant frequent delays
of European Commission budget and project
support in Sierra Leone.

X France finances GBS to Mozambique by recycling
Mozambique debt service.

v InHonduras the US Millennium Challenge Account s
using national procurement systems more than other

donors.

v/ 100% of the UK's aid is on-budget in Mozambique.



5. Mutual accountability
requires citizens’ engagement

This section will look at how the commitments to mutual accountability under the Paris Declaration are being interpreted
and implemented, and to what extent these commitments are likely to contribute to a more accountable aid system.

The OECD states that one of the reasons that the Paris Declaration will make a difference is because it recognises that “for
aid to become truly effective, stronger and more balanced, accountability mechanisms are required at different levels” %0
Currently there are very few mechanisms in place to make this happen.

The Paris Declaration introduces the concept of “mutual accountability” between donors and recipients. Both parties
are referred to as partners. This language is aspirational 91 as it supposes an equal standing that does not exist. While a
donor can turn off the tap if the recipient government does not respect conditions for aid, the recipient has little recourse
to action if the donor fails to deliver on its commitments. Aid policies can be one way to move towards more contractual
relations between the two parties.

Accountability of aid downwards from governments to itizens is paramount, yet the Paris Declaration does not take this
into account. Nor does it consider accountability of donors to citizens. As donors still directly control and/or implement
large percentages of aid as outlined above, they must also be accountable to citizens in the developing country.

Transparency, both from donors and recipient governments, is insufficient. More transparency would enable citizens to hold
their governments to account, strengthen dialogue and democratic decision-making and help improve the effectiveness
of aid. Yet citizens and even parliamentarians are often in the dark about the amounts types of aid coming into the country
and have little or no recourse to action if the money is not invested in addressing their needs, or is ineffective at doing so.
Yet citizens and even parliamentarians are often in the dark about the amounts or types of aid coming into the country.

Civil society organisations are taking some steps themselves to make aid more accountable but they still need support
from outside. Finally, for mutual accountability to become a reality, international reform is needed.

Country level actions

Both donors and developing country government have said that'mutual accountability”in the use of aid is a“major priority”.
Under the Paris Declaration, donors and developing country governments have committed to “jointly assess through
existing and increasingly objective country level mechanisms mutual progress in implementing agreed commitments
on aid effectiveness”

For donors to be both accountable and answerable, the developing country government needs a means to enforce
commitments. But there is no way that developing countries can hold donors to account under the current system.
Donors meanwhile can threaten or implement a halt to aid flows if they think that a developing country has not complied
with what they said they would do.
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This uneven relationship is clear at the country level. The one example of “mutual accountability” cited by the Director of
the Development Aid Coordination office in Sierra Leone was the “Improved Governance and Accountability Pact”signed
in July 2006 between the government of Sierra Leone and the four budget support donors. The aim of this agreement
was to “to take forward ten critical governance and accountability reforms over the coming year until July 2007” and
“in the spirit of mutual accountability, the Pact also includes commitments from development partners to improve aid
effectiveness”.

The fourbudget support donors agreed to ten principles to match the ten governance reforms agreed to by the government.
The contrast, however, between the ten commitments on each side, is striking. The donor agencies signed up to ten
principles, which are a re-statement of their general commitments under the Paris Declaration, but with no targets or
indicators attached. The government, on the other hand, signed up to ten in-depth governance reforms, some of them
structural and highly political, with no less than 35 specific and time-bound targets.

Box 10 - Mutual accountability in Mozambique

Mozambique has progressed furthest in implementing a mutual accountability system. In 2004 they set up the
Performance Assessment Framework to evaluate donor performance. This mirrors the Government of Mozambique's
Performance Assessment Framework, making it a two-way process. There are some useful elements to this
framework such as the peer pressure created by scoring donors. In 2006, Germany and France came last and second
last out of eighteen donors, scoring only 44% and 50% respectively with DFID and the Netherlands leading the field
with 100%. USAID and Japan do not participate in this evaluation as they do not provide budget support.

This innovative system is not without its challenges. One problem identified by a recent evaluator is that the choice
of who gets measured on what is not standardised. Donors get to choose their own indicators out of international
agreements and through local negotiation amongst donors. In addition each donor chooses its own target for each
indicator, while the recipient is told which trigger indicators from the PRSP and Economic and Social Plan they must
use. 2

Policy mechanisms for mutual accountability

Section 4 above outlines some of the problems which poor quality aid can present to recipient governments. The Paris
Declaration should mean that recipient country governments can hold donors to account to provide quality aid resources
that are useful for development. This is an essential element of mutual accountability.

Recipient government aid policies lay out the framework and type of aid desired by the recipient government, and can be
useful in moving towards a more contractual relationship between the donor and recipient. Clear legal contracts between
the two parties, based on strategies outlined by recipients would recognise the mutual benefit of aid and help address
some of the current imbalances.

Some countries have put aid policies in place. Cambodia for example has a “Strategic Framework for Development
(ooperation” which is meant to clarify the policies and procedures that donors should follow. But according to our case
study interviews, it is viewed by many as cumbersome and it is not being implemented. In response, the Cambodia
Government s using its new annual “Aid Fffectiveness Report” (see box 11) to draw up more realistic quidelines for donors.
The guidelines for aid management will respond to the main findings of the Cambodian government report.



Turning the Tables : Aid and accountability under the Paris framework

Box 11 - Cambodia demands better quality aid from donors

The Council for the Development of Cambodia (CDC), the Government body responsible for coordinating aid, has

developed a new “Aid Effectiveness Report”hased on a new aid database. This report uses empirical analysis to

present a snapshot of current aid flows and to identify problems with how aid is being provided.

The Aid Effectiveness Report has generally been well received by donors and it has also created some impetus

towards reform particularly at the EU level. Some interviewees suggested that donors are starting to feel nervous

because the CDC has shown that they now have the technical capacity to do this kind of analysis.

The growing government assertiveness is encouraging donors to respond. However there are questions about

the extent to which this can be attributed to the Paris Declaration. Many interviewees cited increasing aid from

(hina and the discovery of oil and gas reserves as much more important factors. Some felt that the Cambodian

government s also feeling more confident due to the fact that failure to meet previous conditionalities have not

led to any reduction in aid flows.

Lack of a clear aid policy in Honduras is identified as a key obstacle in improving effectiveness. A new Code of Conduct

was being drawn up however as of October 2007. The Nicaragua case demonstrates that government commitment is

needed, not just a policy. In Nicaragua a Plan for Harmonisation and Alignment exists but is now not being implemented.

The Sandinista government, elected in late 2006, has not “continued in a constructive coordination with donors”% and

has effectively stalled this plan which was instigated by the preceding government.

Table 2 - Government aid policies

Country

Framework for aid

Status

Cambodia

Strategic Framework for Development
(ooperation Management

Not being implemented as too complicated
and burdensome. But more realistic quidelines
being developed by government

Sierra Leone

No

Aid policy planned and being pushed by
donors but has not been seen as a government
priority

Niger Action plan for the implementation Not finalised yet though being pushed by
of the Paris Declaration in Niger donors (a Government-Donor Joint Code of
Conduct has been recently adopted but likely to
have no impact without action plan)
Mozambique No Aid policy is being pushed by donors
Nicaragua  National Plan for Harmonisation Stalled since new Sandinista government
and Alignment (2005-2007) took over in early 2007
Law 550 Donors are compelled to disclose aid flows in a
timely manner so as to be incorporated
into the budget
Honduras  No Code of Conduct being negotiated as
of October 2007
Mali National Action Plan on Development Donors have elaborated a roadmap to

Aid Effectiveness

implement this plan
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Box 12 - Towards transparency: the Mozambican donor database

The most comprehensive information on aid flows available online from the case studies is from Mozambique.
The ODAMoz database (www.odamoz.org.mz) was created in response to the Paris Declaration to collate all
information on commitments and disbursements from donors to the country including relevant information
on joint funds. Itis funded by the European Commission, the United Nations and the Royal Embassy of the
Netherlands in Mozambique.

Information is available by Sector, Donor, Province, MDGs and funding criteria (grant/loan, aid on/off-budget and
aid modality). The database is user-friendly and data quality is good. Information is updated on a quarterly basis,
following Mozambique’s official budget cycle.

This initiative still has challenges to overcome: the database relies on donors providing accurate figures, only
includes members of the Development Partners Group (therefore excluding Chinese aid, for instance) and there
are problems of double counting when donors implement projects through UN agencies. The government says the
information is still inadequate for their macro-economic and budgetary analysis, and most CSOs are unaware of its
existence.

The initiative taken by the Cambodian government in leading on its own Aid Effectiveness Report and the consequent
effect of creating pressure on donors to reform illustrates the benefits for recipient governments to take proactive steps to
quide discussions about aid between governments and donors.

Insufficient donor transparency

“How can you handle local accountability which is so important
— ifit (aid) is not even visible to the organisations of scrutiny in the country?”
Richard Manning %

Accountability cannot exist without transparency about policy discussions, policy decisions and policy implementation.
Under the Paris Declaration, donors and developing country governments have agreed that transparency in the use of
development resourcesis a“major priority”. Donors have said that they will “provide timely, transparent and comprehensive
information on aid flows so as to enable partner authorities to present comprehensive budget reports to their legislatures
and itizens” % Yet inaccessible donor information was a key issue arising in all of the case studies, raised by both civil
society and government interviewees.

Several southern government interviewees expressed frustration about the lack of information available from donors.
This problem was evident in the Cambodia, Sierra Leone, Mali, Mozambique and Niger case studies. The Cambodian
government Aid Effectiveness Review notes in a number of places the lack of data or unreliability of data provided by
donors, with one interviewee saying writing the review was substantially complicated by donors' failure to provide
sufficient information on time. %

In Sierra Leone, donors do not provide sufficientinformation to the health ministry regarding their investments in the sector.
As one government representative said “we want to know what comes into the country. If we have that information, we
would be able to rationalise and plan better rather than duplicating things”. % The Sierra Leone aid coordination office said
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that it was often a challenge to get information from donors. USAID was cited as particularly problematic in this regard.

In Mozambique there are continued problems with classifying aid that is off-budget, particularly technical assistance.
Nonetheless, some progress has been made with most donors providing quarterly information on aid in a more
standardised form to the Ministry of Foreign Affairs and Cooperation since 2004. And more donor reports — particularly
research and analysis — are now being made available in Portuguese.

If governments find it difficult to get up to date information on donor activity in their country, their citizens find it
almost impossible. Under the Paris Declaration donors have not made explicit commitments to be more accountable or
transparent to citizens in developing countries. This is, however, a necessary pre-condition to promote more demand-
side governance.

The majority of CSOs interviewed for this research had scant or no knowledge about the Paris Declaration. On the whole,
(S0s were ill-informed about how much aid money was being spent in their country, and about the ways money is
channelled. Civil society representatives interviewed repeatedly demanded better transparency from both donors and
their government.

All the case studies referred to problems in accessing information about donor aid and donor activities. Donors rarely
communicate disaggregated information about what they are doing. Sometimes peaple can access the information but
they need to know who to ask. As one Sierra Leonean citizen said “donors would tell you the information if you went and
knocked on their door, but you have to be in their world in order to get access in the first place.”

The Honduran case arques that “the lack of up-to-date information on dishursements and expenditures makes it very
difficult for civil society to follow up on these commitments”and that “neither the donors nor the government publish
the results of the evaluations of their interventions in the country — with the exception of some multilaterals that present
information on specific projects”. %8 The latest information available on aid disbursements on the website of the Honduran
government Technical Aid Secretariat is from September 2004.

Governments can do more to inform their citizens

Recipient governments have made many commitments under the Paris Declaration to improve the transparency of
their budgeting processes and financial management systems. This has the potential to improve transparency and
accountability to citizens but most still have a long way to go. However, the logic of their efforts is still focused upwards.
For example, budgetary information is geared towards the demands of IMF reviews rather than those of parliaments and
citizens. %

Accessible information is a precondition for citizens to be able to engage in policy discussions and to monitor public
expenditure. As one civil society interviewee said “If the information were disseminated for even the literate population
to know, they might find new ways of asking questions”. 19 Poor access to government information makes it difficult
for CSOs to track government revenue and expenditure. Civil society organisations complained about the opacity of the
budget process in most case study countries. Where aid flow information is available, it is often hard to relate this to the
budget process. In Cambodia key budget documents such as monthly budget implementation reports, mid year reviews,
and National Audit Authority reports are kept confidential.
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In Niger, the absence of an access to information law was identified as a major obstacle and officials are rarely prepared to
meet (S0s. This problem was echoed by a Sierra Leonean civil society representative who said: “most government offices
have not set up any mechanisms to provide information. You have to know someone, you have to beg someone, you
have to lobby to get information”. 197 The Sierra Leone budget however is available online — since 2007. This includes
three year projections including details of what is expected in donor budget support and resources freed up from debt
relief each year. Further progress would be made if the figures were presented in a way that would make comparisons
easier between the donor-funded projects as listed in the budget and the disbursements recorded by the government’s
Department for Aid Coordination. The situation in Mali is worse and the government does not even have an official
department in charge of collecting data on aid flows.

In Sierra Leone, several interviewees were positive about the role that the Public Expenditure Tracking Surveys (PETS)
had played in improving the flow of resources to their intended destination and in involving (SO representative in the
survey process. This process illustrates however that transparency may come too late. The PETS survey uncovered huge
corruption, with 95% of resources for health centres not arriving at their destination. But the information was only made
public nearly two years after the event. As one (SO representative said “it is no use only involving people at the time of
doing the PETS when the expenditure has already taken place. We need to know from the outset how this money will
be allocated”, 102

Parliamentarians can find themselves equally in the dark. At the end of January 2008, the Honduran government still had
not presented the budget to the Congress despite their legal obligation to have done so by September 2007.

Recipient governments may not think it is a priority or even in their interest to communicate information about aid flows.
But donars, by not being transparent themselves, simply make it easier for recipients to hide behind them.

(S0s push country level accountability

(itizens must be able to hold their governments to account for how they manage aid as part of the budget, and as long
as donors continue to implement projects and programmes directly, citizens must be able to hold them accountable for
their success or failure. (SO representatives interviewed in case study countries repeatedly identified a need for more
opportunities to compel donors and recipient governments to account for how aid is spent. CSOs in some countries are
also demonstrating how this can be achieved.

- In'both Ghana and Honduras, (SOs are actively tracking the allocation or expenditure of resources that have been
freed up as a result of debt cancellation. In both countries the money has been spent through a specific fund which
makes it easier for (SOs to monitor. In Ghana, SEND Foundation has extensive experience of monitoring expenditure
at the district level.

- InHonduras, a number of C50s were involved in defining how the resources from debt cancellation would be allocated
across different regions and sectors in the country. A significant step for CSOs in Honduras has been more municipal
auditing of public accounts. Municipal transparency commissions have been formally established, independent from
the local coundils. Transparency Commissioners are now present in 173 (60%) of the municipalities with active
commissions in 45.

- In'March 2007, the Cambodian NGO Forum organised a “CSO Forum on Aid”to which they invited seven donors to
come and be scrutinised by civil society on their aid programme. Several interviewees — both (SOs and donors —
agreed it would be useful to have more such opportunities. But some NGOs are nervous about challenging donors as
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they also depend on them as a source of funding or as a means of influencing the government.

- Malian CSOs are slowly opening some space for consultation. According to the FECONG case study, some CSOs have
started to monitor aid flows and, more importantly, consultation processes with the government have started and, in
the future, meetings will also be held with donors, 103

(apacity issues for CSOs were consistently cited as an obstacle to their effectiveness. Weak collective organising,
representation, competition for resources, poor organisational infrastructure and access to information all hamper
fulfilment of their tasks. Some of these challenges have to be addressed directly by the national NGOs. Others can be
helped by government or donor action. It is beyond the scope of this report to make detailed recommendations in this
area, but donors should be more open and transparent with civil society groups, and can support their development by
funding institutional core costs, and by supporting — but not running - networks and communication between CS0s. This
must be done sensitively, as donor support for CSOs can sometimes weaken the latter’s position vis-a-vis the government
and citizens in the country.

Box 13 - Successful (SO budget tracking in Malawi 104

Budget tracking activity by civil society has been going on since 2001. This work evolved from concerns about the
implementation of PRSP and the budget under the previous government. The (S0s found that budget allocations
were largely fictional, with money going missing during the year or not being spent on what it should have been.
To quard against this, civil society networks called for the government to identify Priority Poverty Expenditures in
each sector, and then to publish regular reports during the year of spending under each of these.

At the same time the networks carried out nationwide surveys of clinics, schools and agricultural extension activity
to establish whether key items such as textbooks or essential drugs were reaching the school and clinic level. The
results were publicised to embarrass the government to take action. Actions by civil society helped ensure that
government continued spending on priority expenditures even during a fiscal crisis. More work is now being done
to expand the scope and capacity of budget tracking by civil society to continue to hold the government to account
over the coming years.

International actions also required

Some of the accountability problems identified by our research can be overcome at the country level. Others require reform
of the international mechanisms through which aid is monitored and policies are established. The current international
system undermines the potential for mutual accountability. The OECD Development Assistance Committee (DAC) is an
illegitimate institution in the eyes of many stakeholders. Itis a rich country club in which developing countries have no
representation and little voice. The only mechanism through which developing countries can exercise voice is through
the Working Party on Aid Effectiveness which has equal representation of developing and donor countries, but southemn
governments often do not have the capacity to engage with this Paris-based process effectively.
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The Steering committee for Accra also has representation from developing and donor countries. Nonetheless, repeated
concerns have been expressed about the fact that this committee is largely driven by the donors. We should not be
surprised by this when the executive committee that effectively is paid to do the work for this committee is comprised of
OECD/DAC and World Bank staff members.

The International Civil Society policy statement to Accra arques that this “flawed ad hoc governance of the aid system
renders the most aid dependant countries unable to hold strong positions in negotiations”. It calls for reform “to establish
a multilateral governance system for ODA based on equitable power sharing between donors and recipients, and
with representation of civil society”. 19 Some proposals have been tabled to increase the role of the newly formed UN
Development Cooperation Forum as a body that would be responsible for defining and monitoring aid.

Currently a number of proposals for better accountability at the international level are being discussed by a DAC sub-
working group on Managing for Development Results indicating some appetite for reform. Nonetheless, there is clear
resistance from some donor governments to changing the status quo. Their resistance may come up against a stronger
force however. The changing nature of global development finance and the rise in stature of a number of emerging
economies will continue to put pressure on the members of the DAC club to democratise the system.

Overcoming obstacles to accountable aid

Summary Some donor examples

Accountability is one of the weakest areas of progress of X' Lack of transparency about the real amount of aid
the Paris Declaration. that the different French agencies provide to Mali.

The Mozambique donor performance assessment is X Difficult to access information on USAID to Sierra
one of few donor accountability mechanisms. Mutual Leone.
accountability is hampered by unequal power relations
and lack of means of sanctioning donors.
¢ The European Commission was receptive to the

Some countries have put aid policies in place as a step Cambodian government effort to make donors more
towards more contractual relations between donors and accountable through their Aid Effectiveness Report.
recipients.

¢/ The Dutch government encourages the Malian
Lack of transparency by donors and recipients to government to account to citizens.
citizens is making it very difficult for citizens or even
parliamentarians to hold them to account.

Donors have done little to think how their behaviour
could impact on domestic accountability relations.



6. Conclusion and recommendations

All stakeholders agree that the aid system is not working well enough. The agreements reached in Paris in March 2005 lay
down principles which cover many, although not all, of the major areas which need to be changed. The specific targets are
more limited, however, and the official monitoring mechanisms that have been established to check progress against them
for the 2008 and 2010 meetings lack independence and depth.

Thisreportgoes beyond the official picture, with detailed up to date insights from civil society and government representatives
in seven developing countries. There is some visible progress by several donors and governments and the new interational
aid agenda offers hope for real change in some areas. This report takes seriously the consensus that in order to be effective
aid must be based on ownership and accountability. But donors have not gone far enough to live up to even the overly
narrow definition of these principles in the Paris Declaration. Progress so faris patchy — there is significant variation by issue,
by donor and by country. Ownership, alignment, accountability and transparency are still major challenges.

Donors still impose too many of their own priorities, limiting the space for country leadership. And democratic ownership
requires recognition of the vital role that civil society has in the policy process. Real public debates (including in parliament)
are required on policy choices and financial decisions. Donors should recognise that heavy-handed engagement by them
may undermine fragile democratic development and deter the creation of new institutions.

Donors have been present in many countries for so long that both they and their recipient counterparts have developed
entrenched habits. Vicious circles operate at several levels. Donors’ lack of trust in developing country governments means
donors often set up parallel governance systems to administer and channel their money. This further undermines already
weak government institutions, as does the unpredictability of aid disbursements, a problem that is still very prevalent.

Power imbalances, lack of transparency and limited aid accountability mechanisms mean that the idea of donors and
recipients governments being mutually accountable to each other is still aspirational. And accountability to citizens,
the people in whose name aid is being provided, is out of the picture. It i time to turn the tables, and put the focus on
accountability downwards to citizens and recipient governments rather than upwards to donors.

The civil society organisations that back this report are working towards medium-term objectives of transforming the aid
system. Aid commitments should become part of long-term contracts spelling out the roles and responsibilities of donors and
recipients. Independent systems for monitoring compliance and assessing likely and actual impacts of aid will be required.

Rich country governments have set the terms of aid for many years. The Paris Declaration targets can be rapidly implemented
as a minimum to improve some aspects of the way aid is delivered and give confidence that further change is possible.
Donors have the power and the major responsibility to take the first steps to making their aid money work better for poor
people. Our recommendations are primarily addressed to them.

Recommendations

Donors must respect recipient country ownership of the development process, and therefore need to:

m  Phase out policy conditions that they attach to their aid and move towards agreeing with governments and civil society
a few shared and mutually-agreed objectives for donor aid.

m  Ensure remaining requirements such as fiduciary obligations are made public and communicated clearly to itizens,
parliament and oversight agencies.

m  Work with governments to reduce the number of fora for government and donor dialogue around national policy,
streamline the number of donor participants, and ensure meaningful civil society participation.
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Donors must greatly improve the predictability of their aid and deliver it in ways that help build national systems

by:

Greatly increasing their use of country financial, procurement and decision-making systems, and dismantling the
parallel ones that have grown up to supplant them.

Reducing the numbers of projects to the government sector and, where appropriate, moving an increasing proportion
of their aid upstream from projects through sector support to general budget support. At the same time it is reasonable
for them to expect progressive improvements in recipient governments'public accountability.

De-linking budget support from IMF programmes, reduce conditions and support civil society to monitor and hold
recipient governments to account for their spending.

Committing their aid at least on a rolling three-year basis and dramatically improving the timeliness of their
disbursements. Also disbursing more funds early in the recipient country’s financial year.

Dramatically improving the quality of their technical assistance. It should be demand-driven, untied and aligned to
national strategies. Donors should respect the right of recipient governments to contract according to their needs.

Donors and governments should agree binding and transparent contracts for aid. Aid terms must be fairly and

transparently negotiated with participation of and accountability to poor people. These contracts should set out clearly:

The steps that donors will take if there is a breach of agreed underlying principles such as respect of human rights or
integrity in use of public resources which may have implications for the flow of budget or other programme support.
The mechanisms that are available to recipients to ensure donors deliver aid as promised, on time. Where donors do
not deliver the aid committed, on time and in a given year they should publish an explanation in the recipient country
clearly stating the reasons why they were not able to do so.

Donors and recipient governments must radically improve the accountability of aid by:

Setting up multi-stakeholder mechanisms in developing countries such as forums or committees for holding
governments and donors to account for the use of aid. These should be open, regular and transparent with real room
for citizens of developing countries to hold their governments and donors to account.

Ensuring far greater transparency of all aid, including technical assistance, at the country level. This means donors
providing accessible information to governments, parliamentarians and civil society.

Establishing a more independent monitoring system and a more robust means of enforcing aid effectiveness
commitments between now and 2010. Donors should resource this and the system should include inputs from civil
society groups.

Support civil society and parliamentarians in holding their government and donors to account. Donors should
support civil society and parliament in their efforts to monitor and scrutinise aid.

Recipient governments should strengthen oversight institutions and improve public financial management and

accountability systems by:

Investing in oversight institutions such as the Auditor General’s offices, Parliamentary Public Accounts Committees
etc. They should seek donor support for this where necessary.

Ensuring that the above-mentioned bodies are free from political influence and that laws surrounding abuse of
public resources are rigorously applied.

Ensuring plans and budgets at national and sub-national level are subject to parliamentary or local council debate
and approval;

Ensuring timely and accessible publication of both national and local plans and budgets so that the government can
be held to account by its own citizens.
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EURODAD (European Network on Debt and Development) is a network of 54 non-
governmental organisations (NGOs) from 17 European countries working on issues related to
debt, development finance and poverty reduction.

Eurodad’s aims are to:

m push for development policies that support pro-poor and democratically-defined sustainable develop-
ment strategies.

| support the empowerment of Southern people to chart their own path towards development and ending
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m seek a lasting and sustainable solution to the debt crisis, appropriate development financing, and a stable
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