



3. DRAFT (2 March 2009)
Cluster Scoping Exercise 

Proposal regarding the WP-EFF Cluster C: Transparent and Responsible Aid
I. Purpose of this Proposal

This indicative proposal is presented as a basis for consultation and discussion of the structure, mandate and scope of the WP-EFF Cluster; ‘Transparent and Responsible Aid’ with interested parties. It takes into account comments received on an earlier draft during a Video Conference held on 17 February 2009 with parties interested in the issues and tasks to be undertaken by the Cluster. With the exception of the established Task Team Division of Labour/Complementarity, only preliminary outputs can be defined yet as these will have to be proposed/finalized by the dedicated parties that will take over responsibility of the individual sub-groups. The work to be done by this cluster and its subgroups will further be shaped by the findings of the monitoring and evaluation exercise of the Paris Declaration that took place in 2008, with a view of identifying gaps and targets where progress is slow and in danger of not being achieved by 2010.

Therefore, at this point in time, only approaches and in some cases proposed outputs have been outlined; these are subject to further revision, contributions from civil society representatives, and concretisation once the Task Teams/working structures have been established.  Furthermore, and in order to minimize proliferation of activities, it may still be necessary to develop some criteria for prioritizing the proposed work. A first attempt towards harmonization with the work programmes of the other clusters will be undertaken on 9 March 2009 at a meeting of the Co-Chairs of all Cluster. This proposal will be revised and adapted thereafter.
II. Proposal for the Overall Structure of the Cluster

The cluster will be chaired by a partner country and donor co-chair and composed of four sub-groups
 in form of Task Teams/Networks
: 



These issues are part of the cluster that has as its unifying theme transparency and responsible aid—addressing aid fragmentation, improving the quality of information provided on volume, content and purpose of aid flows, strengthening ownership and transparency of conditionality, and improving the predictability of aid to facilitate short and medium term fiscal planning of partner countries. These issues have close interlinkages and relevance for underpinning government leadership and country ownership, mutual accountability, accountability to stakeholders in both donor and partner countries and institutions. Assuming co-responsibility for cluster C issues in this manner should help increase aid and development effectiveness.

II. Mandate and Scope of the Cluster

The mandate and scope of the cluster will focus on delivering the commitments of the Accra Agenda for Action (AAA) and the Paris Declaration (PD) on Division of Labour/Complementarity, Aid Transparency, Conditionality and Predictability. It will also take into account results of the monitoring and evaluation of the Paris Declaration. Cross-cutting issues such as gender, human rights, disability and environment as well as capacity development will be adressed wherever relevant in the work processes. The work of the cluster will be a joint effort of representatives from partner countries, development partners (bilateral and multilateral) and civil society. 

The Cluster will provide an effective and light-weight decision-making platform promoting, coordinating and overseeing the tasks within its remit. In particular, the Cluster will:

· Gather and disseminate information and provide clear guidance on the deliverable outputs on the various tasks described below, review products and recommend them for endorsement by members of the Working Party.

· To study the way each topic develops itself in a national context and to characterize the differences that may arise in its development depending on the different realities at a regional level (dependence level of the aid). 
· Build synergies between task teams / work streams and avoid unnecessary duplication of efforts.

The following working arrangements are suggested for the Cluster:

· Chairing: The Cluster will be co-chaired by one representative of a donor country and one representative of a partner country. The roles of the co-chairs will be to convene and chair meetings, coordinate activities and tasks, report to the Working Party on Aid Effectiveness on progress made and represent the cluster on the Executive Committee of the Working Party.

· Membership: The Cluster will be composed of representatives from each of the task teams described below and will ensure appropriate representation from Working Party membership categories, including civil society organisations.

· Meetings: The Cluster will make full use of electronic forms of communication so as to minimise the number of meetings. Meetings will be held as required, whenever possible back-to-back with the Working Party on Aid Effectiveness or Executive Committee meetings.
The Cluster will be guided by terms of reference and outcomes with time frames in the work programmes of its subgroups. It is proposed to annually evaluate progress against the expected outputs and analyze challenges faced. 

III. Mandate and Scope of the Task Teams
The work programs of the individual Task Teams/Networks will aim at facilitating and fostering implementation of the PD/AAA commitments in the four thematic areas. Priority will be given to tasks that help catalyze implementation or remove specific bottlenecks, either in partner countries or donor administrations. Specific tasks to be undertaken will be selected based on relevance to improving aid effectiveness, identified needs at the country or donor HQ level, and taking into account the comparative advantages of the various DAC WP-EFF work stream. Overall, the Task Teams will:

(i) Systematically analyze status quo and progress made with regard to the relevant commitments of the PD/AAA; 

(ii) Propose a limited number of concrete, time-bound, results-oriented work assignments;

(iii) Contribute to an effective relationship between donors’ headquarters and field teams for the accomplishment of the commitments of the PD and the AAA regarding this cluster
(iv) Design, develop and implement the mandated assignments with other related work streams (clusters, networks, task teams, etc.) and assure their complementarity;

(v) Make use of regional AAA/ PD implementation, communication and learning fora (e.g. organized jointly by regional development banks, regional UN commissions and UNDP or the WB) assuring coordinated outreach to the partner countries at country level.

(vi) The Cluster will in addition to these fora and communication mechanisms (see (iv) above), attach high importance to working closely with institutions from the South, regional constructs of the South, and CSO’s.

(vii) Monitor, to the extent possible, the way each topic in this Cluster develops in a national context and identify the differences that may arise in the national context, depending on the different realities at a regional level.

(viii) Communicate progress as well as formulate recommendations on further actions necessary. 

IV. Working Modalities and Outputs of the Task Teams/Networks 

The following sections will (i) compile information on the AAA commitments related to the four thematic sub-clusters of “Transparent and Responsible Aid”, (ii) outline possible approaches to expected outputs, (iii) propose possible working structures for each of the sub clusters and (iv) indicate interlinkages to other relevant clusters of the WP EFF and work streams within and outside OECD-DAC. 

Rational:

Recent analytic work by the OECD-DAC
 indicates that aid is highly fragmented both across countries as well as within countries with respect to sectors, sub-sectors and administrative arrangements. The simultaneous phenomena of proliferation of aid sources (growing number of donors) and fragmentation of aid (number of countries and sectors addressed by one donor) affects partner countries in the way they coordinate and manage the aid flowing into their country
. Both donors and partner countries face additional costs with every new donor and every new aid channel (growing transaction costs). Better harmonisation and coordination of existing donor involvement is one way to address this issue, working towards complementarity and a stronger division of labour between donors should be another. 

AAA Commitments and Expected Outputs

	Commitments of AAA
We will reduce costly fragmentation of aid
	Outputs of Task Team (timeline)


	§17a 

Developing countries will lead in determining the optimal roles of donors in supporting their development efforts at national, regional and sectoral levels. Donors will respect developing countries’ priorities, ensuring that new arrangements on the DoL will not result in individual developing countries receiving less aid. 
	1. Finalization of the draft good practice principles on in-country division of labor / complementarity and approval by the Working Party (April 2009)
2. Evaluating progress on in-country division of labor / complementarity and measuring progress on in-country division of labor (HLF 4)
3. Propose an objective and format for the international dialogue on cross-country division of labour / complementarity and provide further analyses on the status quo and relevant issues of cross-country division of labour / complementarity (April 2009)
4. Outreach to the country level and promotion of an electronic communication/information platform on division of labour (2009/2010)



	§17b

Donors and developing countries will work together with the Working Party on Aid Effectiveness to complete good practice principles on country-led DoL. To that end, they will elaborate plans to ensure the maximum coordination of development co-operation. We will evaluate progress in implementation starting in 2009. 
	

	§17c

We will start dialogue on international DoL across countries by June 2009.
	

	§17d

We will work to address the issue of countries that receive insufficient aid.
	


Working Modality

The commitments made in the AAA regarding Division of Labour (DoL)/Complementarity will be addressed by the existing Task Team DoL/Complementarity, co-chaired by Uganda and Germany and comprising both partner country as well as donor members. 

Linkages to other relevant work streams within and outside OECD-DAC

· Work streams on Transparency and Predictability

· Development Cooperation Forum (in particular cross-country DoL)

· EU Fast Track Initiative (for the implementation of EU Code of Conduct on DoL) 
· Capacity Development: LenCD, OECD-DAC-DCD, Alliance on Capacity Development 


Rationale:

The PD states that “a major priority for partner countries and donors is to enhance mutual accountability and transparency in the use of development resources.” The declaration justifies the call for increased transparency of aid volume, flows and its implementation by linking it to domestic and mutual accountability mechanisms both in partner and donor countries and thus contributing to greater development effectiveness. 

This linkage is confirmed in both the Evaluation of the Implementation of the PD
 and the Progress Report. Both documents, however, stress that reforms undertaken by partners and donors in many instances do not yet suffice to ensure full aid transparency
 – a finding that is mirrored in the comparatively weak performance with regards to the related PD indicators (2a, 3 and 12).

AAA Commitments and possible approaches towards outputs
 

	Commitments of AAA

We will be more accountable and transparent to our publics for results
	Outputs of Task Team/Network (timeline)


	§24a

Developing countries will facilitate parliamentary oversight by implementing greater transparency in public financial management, including public disclosure of revenues, budgets, expenditures, procurement and audits. 


	Ensuring synchronicity and consistency between the various transparency workstreams so that policy messages and recommendations are consistent and that effective lesson learning takes place; the concrete introduction of transparency into country systems should be conceptualised jointly with the cluster ‘country systems’, who should undertake the facilitation of implementation on the ground. 

Effective communications and co-ordination between relevant actors working on transparency issues, including WP-STAT, OECD DAC Secretariat, IATI, country systems and accountability cluster, predictability and conditionality workstream, GOVNET, UNCAC, Fragile States Group and relevant civil society groupings:

The International Aid Transparency Initiative (IATI) will develop and agree a set of common definitions and format to share information on aid by end of 2009 and assure the necessary consultation process with all relevant stakeholders. IATIs work will be supplemented with an effort in selected countries to “model” good practice. 

Scrutinising existing workstreams on transparency to ensure that the relevant AAA commitments are being implemented and monitored, and identifying and addressing gaps:  

Establish close linkage to the Working Group on the Review of the Implementation of the United Nations Convention against Corruption and GOVNET TT on Anti-Corruption; if necessary adapt outcomes in order to be fed more easily into the aid effectiveness context. 

Facilitating the exchange of lessons learnt and best practices in fighting corruption via established communities of practice at the international or regional level.

 

	§24a

Donors will publicly disclose regular, detailed and timely information on volume, allocation and, when available, results of development expenditure to enable more accurate budget, accounting and audit by developing countries
.
	

	§24d

Effective and efficient use of development financing requires both donors and partner countries to do their utmost to fight corruption. Donors and developing countries will respect the principles to which they have agreed, including those under the UN Convention against Corruption. Developing countries will address corruption by improving systems of investigation, legal redress, accountability and transparency in the use of public funds. Donors will take steps in their own countries to combat corruption by individuals or corporations and to track, freeze, and recover illegally acquired assets. 
	

	§25b

…donors and developing countries will regularly make public all conditions linked to disbursements.
	Close link to the Conditionality Task Team as well as to the cluster ‘ownership and accountability’, to monitor this commitment; 




Working Modality (The following are preliminary ideas that will be further developed when more clarity on the content of other clusters exists)
As the majority of the commitments of the AAA seem to be substantially addressed by existing work streams, it is proposed to establish a network of representatives of all relevant work streams under the cluster. 
A working structure on Aid Transparency has already been established under the International Aid Transparency Initiative (IATI), aiming to improve reporting standards and accessibility of aid information. Other relevant institutions and work streams (e.g. OECD DAC Statistics, Task Team predictability etc.) have been working on aid transparency in the past – or will do so in the future. The proposed network is supposed to bring these actors together. It should mainly coordinate and facilitate implementation, assure interlinkage between the work streams, consolidate and communicate the work outputs to other Task Teams and Work Streams as well as the WP-EFF. The network should be chaired by a partner country and a donor, with an active role of representatives from civil society.  DFID has volunteered to identify possible members of/contributors to the network
.

Linkages to other relevant work streams within and outside OECD-DAC
· Task Team on Predictability in cluster C

· WP-EFF clusters dealing with ownership & accountability as well as country systems who have a strong interest in and say on transparency issues, WP- EFF cluster dealing with assessing progress (especially work stream on monitoring, PD indicators 3 and 7)

· International Aid Transparency Initiative

· OECD DAC Fragile States Group

· Working Groups of the UN Convention against corruption and the OECD Convention on Bribery

· GOVNET, Task Team Anticorruption 


Rationale:

Highly prescriptive approaches of donors are not consistent with local ownership, nor, as early experiences with conditionality show, are they effective in leading to sustainable development.

Despite signs that new approaches to conditionality are aligned with partners’ strategies, partner and donor perspectives are often still some way apart:
 Partners often feel that donors are reshaping rather than reducing conditions and that they continue to impose conditions that are not synchronized. Donors, on the other hand, expect that national strategies are in line with internationally agreed upon objectives and are needed to reflect the administrative requirements of each donor agency. Appropriate forms of conditionality, therefore, need to be developed in order to achieve developmental goals and maintain accountability to citizens in both partner and donor countries.

AAA Commitments and possible approaches towards outputs 

	Commitments of AAA
We will continue to change the nature of conditionality to support ownership
	Outputs of Task Team (timeline)

	§25a 

Donors will work with developing countries to agree on a limited set of mutually agreed conditions based on national development strategies. 

We will jointly assess donor and developing country performance in meeting commitments. 
§25b

…donors and developing countries will regularly make public all conditions linked to disbursements.
§25c

Developing countries and donors will work together at the international level to review, document and disseminate good practices on conditionality with a view to reinforcing country ownership and other Paris Declaration Principles by increasing emphasis on harmonised, results-based conditionality. They will be receptive to contributions from civil society. 
	1. Ascertain whether there are formalized definitions of conditionality and good practices for use of conditionality that guide donor institutions.  For example the World Bank has defined a set of good practice principles
 of conditionality and a methodology to assess their implementation.  The Task Team will build on existing definitions and good practice principles that are being used by donor institutions and partner countries to determine how to assess donor and partner country performance and implementation of the AAA commitments on conditionality.

Output: Good practice principles of conditionality and methodology to assess their application

2. Assess how conditionality is being applied in a sample of countries covering a cross section of donor institutions—bilateral as well as multilateral, and DAC as well as non-DAC donors--and the operations they support individually, as well as those involving joint financing.   

Output: Summarise the results of the assessment, and identify good practice examples as well as challenges. 

3. Survey and assess disclosure practices related to conditionality, i.e. if and how this information is disclosed and how accessible this information is.  The objective is to ensure that information on conditionality supports mutual accountability as well as public accountability needs of both donors and partner countries.

Output: Report findings of this survey and assessment.

4. Based on the results of 2 and 3 above, document examples illustrating good practices on the use and disclosure of conditionality. 

Output:  Case studies/ examples of good practice which can be broadly disseminated for learning purposes.



Working Modality

The work on conditionally should be undertaken by a Task Team to be established, co-chaired by a partner country and donor and including other interested partner countries, donors and representatives of civil society.  The work will draw upon the extensive cross country experience of the multilateral institutions as well as existing material such as performance assessment frameworks, available documents on definitions of conditionality and good practices on use of conditionality (including World Bank reports to its Board and reports on public consultations), and documentation prepared for the Accra Roundtable.   

Linkages to other relevant work streams within and outside OECD-DAC

· Important are close linkages to the Clusters on Ownership and Accountability (especially with respect to the mutual accountability aspects underlying the Accra conditionality commitment) and Use of Country Systems under the WP EFF, and the Network on Aid Transparency under Cluster C.
· Strategic Partnership with Africa (SPA)

· Civil Society Organisations (to be specified)

· Invite IMF to join the cluster, in particular the issue of conditionality and predictability

Rational:

Non-predictability of aid (both in-year and medium-term) acts as a major stumbling block to effective budgeting, sustainable financing and macroeconomic stability.  This has already been recognized in the PD – but performance regarding the two related indicators (3 and 7), which both deal with aspects of in-year predictability, has not significantly improved between 2005 and 2007 (which may also be due to the design of the indicators). Therefore the AAA has called for renewed efforts to strengthen in-year and particularly medium-term predictability of aid: this implies the identification of causes of unpredictability of aid both within partner and donor systems as well as across modalities.

 AAA Commitments and possible approaches towards outputs 

	Commitments of AAA
We will increase the medium-term predictability of aid
	Outputs of Task Team (timeline)

	§26a

Developing countries will strengthen budget planning processes for managing domestic and external resources and will improve the linkages between expenditures and results over the medium term. 
	Building on existing material to define and measure aid predictability, the task team will:  

1. develop a widely recognized definition of aid predictability, why it matters and to whom, how it relates to aid volatility, and how predictability issues differ depending on aid modality and aid dependency.

2. Develop an operational framework for monitoring aid predictability, focusing on simplicity and ease of use, building on existing sources of data and identifying possible data gaps.

3. Assess the need to integrate the new aid predictability framework into the 2011 Survey on Monitoring the Paris Declaration (Indicators 3 and 7).

4. Analyze operational and policy measures donors have taken to improve annual and medium-term aid predictability, donor challenges in providing annual and medium-term disbursement projections, and government use of donor projections. 

5. Facilitate capacity strengthening through cross country sharing of experience, develop select country case studies on a) integrating aid into country budgets and medium-term financing frameworks, and b) performance based budgeting.



	§26b

…donors will provide full and timely information on annual commitments and actual disbursements so that developing countries are in a position to accurately record all aid flows in their budget estimates and their accounting systems. 
	

	§26c

…donors will provide developing countries with regular and timely information on their rolling three- to five-year forward expenditure and/or implementation plans with at least indicative resource allocations that developing countries can integrate in their medium-term planning and macroeconomic frameworks. Donors will address any constraints to providing such information. 
	

	§26d

Developing countries and donors will work together at the international level on ways of further improving the medium-term predictability of aid, including by developing tools to measure it. 
	


Possible other tasks, time and budget permitting, deriving from these commitments to be further elaborated by the task team members could include:

(1) Analyze good practice examples and bottlenecks related to improved in-year predictability 

(2) Contribute to capacity development workshops for donors and developing countries on aid predictability, including facilitating South-South cooperation on performance based budgeting, putting aid on budget, and medium-term financing frameworks.
Working Modality  
The work on predictability should be undertaken by a Task Team to be established, preferably co-chaired by a partner country and a multilateral or a bilateral donor. The WB has volunteered to take the lead in this task team, which should include a number of interested partner countries and donors in order to undertake the work assignments formulated by the AAA.  New Zealand and Canada have an interest to contribute to this task team, as they are advanced in predictability issues. Partner countries, other bilaterals and multilaterals (given their different challenges) with strong interest and experience with aid predictability issues are invited to step forward. It would be particularly useful to include the IMF given their experience in assisting governments to integrate realistic aid disbursement forecasts into country budgets.

Linkages to other relevant work streams within and outside OECD-DAC

· Close coordination with the work of Cluster 1 (especially regarding national development strategies and mutual assessment reviews), Cluster 2 (especially regarding public financial management) as well as Cluster 4 (especially regarding the work stream on monitoring Paris Declaration Indicators 3 and 7), as well as the other sub-clusters of Cluster 3 (transparency, conditionality, division of labor).

· IATI and Transparency Network

· OECD-DAC Statisticians

· Work on predictability from outside institutions/think tanks (e.g. Brookings).

· Good practice note and examples on performance based budgeting in developing countries and its link to national development policy.
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� Depending on the overall organisation of issues, work of incentives / MfDR might become in part a relevant issue for Cluster C


� For the topic „Aid Transparency“ the two options of a task team as well as a looser network directly attached to the Cluster level have been discussed so far.  For details, please refer to III. “Transparency”.


� OECD-DAC (2008): Scaling Up: Aid Fragmentation, Aid Allocation and Aid Predictability.


� See: Acharya, Arnab, de Lima, Ana Teresa Fuzzo and Moore, Mick (2006) 'Proliferation and fragmentation: Transactions costs and the value of aid', Journal of Development Studies, 42:1, 1 - 21


� For details, please refer to the annexed work programme of the Task Team Division of Labour / Complementarity


� Evaluation of the Implementation of the Paris Declaration, Synthesis Report, July 2008, p. 25


� Progress Report, p. 53


� The promotion of mutual accountability reviews at the country level, required under AAA §24b


by 2010”  and the review and further strengthening of selected international accountability mechanisms, required under AAA §24c by end 2009 should be dealt with by the cluster on Ownership & Accountability.


� AAA §24 b,c will be dealt with in Cluster A, Ownership and Accountability


� As this is to be a network rather than a task team, different kinds of outputs are envisaged from those expected from task teams. The focus will be more on co-ordinating existing work rather than duplicating and/or creating new structures.





� Taking the concept of CPA into account.


� Partner countries possibly interested may include Nepal, Papua New Guinea, Vietnam, Rwanda


� Progress Report, p. 11.


� These five principles are: ownership, harmonization, customization, criticality, transparency and predictability.  Since the GPPs were endorsed by the Development Committee in 2005, two progress reports on how these are being implemented in the Bank’s development policy lending operations have been presented to the World Bank Board and a third is being finalized. These have benefited from extensive consultations in the wider international development community. See � HYPERLINK "http://go.worldbank.org/6UF9OQDJO0" �http://go.worldbank.org/6UF9OQDJO0�� HYPERLINK "http://go.worldbank.org/6UF9OQDJO0" �http://go.worldbank.org/6UF9OQDJO0�
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