INSIDE THE DAC

A Guide to the OECD Development Assistance Committee

2009-2010

(@

OECD







ABOUT THE OECD

The Organisation for Economic Co-operation and Development
(OECD) traces its roots to the Marshall Plan. Today, it groups 30
member countries committed to democratic government and
the market economy and provides a forum where governments
can exchange and compare policy experiences and identify good
practices . Dialogue, consensus, peer review and pressure are at the
very heart of the OECD.

The organisation’s mission is to help governments and society reap
the full benefits of globalisation, while tackling the economic, social
and governance challenges that can accompany it. It assists policy
makers by examining emerging issues and identifying policies that
work, providing analysis and advice on a vast range of economic
issues.

The OECD is one of the world’s largest and most reliable sources of
comparable statistical, economic and social data. OECD databases
span areas as diverse as development co-operation, national
accounts, economic indicators, trade, employment, migration,
education, energy and health.

The OECD produces internationally agreed instruments, decisions
and recommendations to promote rules of the game in areas such as
combating bribery in international business transactions, information
and communication policy, taxation, development co-operation and
the environment. Non-members are invited to subscribe to these
agreements and principles.

Helping ensure development beyond the OECD’s membership
has been part of the Organisation’s mission from the start. The
Organisation maintains active relationships with some 70 non-
member economies, along with business, labour, civil society and
parliamentarians. These stakeholders benefit from and contribute to
the work of the OECD.







ABOUT THE DAC

The OECD Development Assistance Committee (DAC) is a unique
international forum where donor governments and multilateral
organisations — such as the World Bank and the United Nations
System of Organizations (UN) — come together to help partner
countries reduce poverty and achieve the Millennium Development
Goals (MDGs). The DAC became part of the OECD by Ministerial
Resolution on 23 July 1961.

The DAC has the mandate to

...consult on the methods for making national resources available
for assisting countries and areas in the process of economic
development and for expanding and improving the flow of long-term
funds and other development assistance to them.

This means seeking new ways of doing business to increase not only
the quantity, but also the quality of aid — in other words, to improve
aid effectiveness.

The Development Co-operation Directorate (DCD) acts as the
Secretariat for the DAC, providing technical expertise and operational
capacity to enable it to:

e be the definitive source of official development assistance
statistics and mobilise the increase of official development
assistance (ODA)'

e assess members’ development co-operation policies and
their implementation through peer reviews

e enhance the effectiveness of aid by making it more aligned,
harmonised, results-focused and untied

e provide analysis, guidance and good practice in key areas
of development such as environment, conflict and fragility,
gender equality, governance, poverty reduction, evaluation,
capacity development, aid for trade and aid architecture?

 support policy coherence for development through peer
reviews and collaboration with other policy communities.

1. Official development assistance is defined as those flows to countries and
territories on the DAC List of ODA Recipients (available at www.oecd.org/dac/stats/
daclist) and to multilateral development institutions, subject to certain conditions.

2. Aid architecture can be defined as the set of rules and institutions governing aid
flows to developing countries.




NETWORK ON GOVERNANCE

What it does

The DAC Network on Governance (GOVNET) offers DAC member countries
a perspective on the challenges of statebuilding in partner countries. It
helps donors be more effective in supporting democratic governance
by providing a forum to exchange experiences and lessons, identify
and disseminate good practice, and develop policy and analytical tools.
GOVNET members deal with a range of issues, including institutional
reform, the dynamics of change, the interplay of checks and balances,
domestic accountability, respect for human rights, transparency,
participation and equality, anti-corruption, and capacity development.

GOVNET works in close collaboration with other DAC bodies, such as
the Working Party on Aid Effectiveness (see page 16), the International
Network on Conflict and Fragility (see page 28) and POVNET (see page
24). It participates in work throughout the OECD on diverse issues relating
to governance and policy coherence, including taxation and corruption
in conjunction with the OECD Centre for Tax Policy and Administration
the OECD Working Group on Bribery.

Who it is

GOVNET’s members include representatives from DAC member and
observer ministries. It also invites experts from partner countries,
international organisations, academia and international non-
governmental organisations to participate in its work programme so as
to enhance its implementation.



What it produces
Key outputs in 2009-2010
Taxation and accountability

e establishment and development of the African Tax
Administration Forum (2009)

e “Aid and Domestic Accountability” (2010), an action-oriented
policy paper and operational guidance note on improving
support to domestic accountability

Anti-corruption

e guidance note on effective collective responses to corruption
(2010)

e guidance note on effective donor responses to corruption in
fragile states and conflict-affected environments (2010)

Task teams in 2009-2010
Steering Group on Aid and Domestic Accountability
Task Team on Anti-Corruption
Task Team on Taxation and Accountability

Task Team on Human Rights

Joint GOVNET/INCAF Working Group on Human Rights
and Conflict

Steering Group on Governance Assessments

guidance note on international approaches, methods and
tools that can support anti-corruption efforts in developing
countries (2011/12)

report on public perceptions of corruption (2011/12)

Human rights (all products in 2010)

field-test of the Principles on Aid Effectiveness and Human
Rights in partner countries to develop practical tools on
accountability, the integration of human rights into aid
delivery mechanisms at the country level, and monitoring
implementation of international commitments

guidance on integrating human rights into donor policies and
practice

good practice notes on integrating human rights, pro-poor
growth and poverty reduction, and human rights, conflict and
statebuilding

Governance assessments

reporton the implementation of joint governance assessments
(follow-up to the Guiding Principles for Enhanced Impact,
Usage and Harmonisation of Governance Assessments, with
links to the assessment work by the International Network on
Conflict and Fragility, page 28) (2010)

EmEEEEEERWWW.0ecd.org/dac/governance
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INTERNATIONAL NETWORK ON CONFLICT AND FRAGILITY

What it does

In 2009, the DAC Conflict, Peace and Development Co-operation
Network and the DAC Fragile States Group merged to form the
International Network on Conflict and Fragility (INCAF). INCAF
works to improve development co-operation and support coherent
international action in situations where achievement of the
Millennium Development Goals is undermined by violent conflict,
human insecurity, fragility, weak governance and instability. Building
on lessons learned and examples of good practice, INCAF promotes
policy commitment and behaviour change among its members at
headquarters and in the field, and encourages whole-of-government
approaches in dealing with situations of conflict and fragility. In
doing so, it aims to provide solid foundations for growth and poverty
reduction. INCAF is structured around three complementary pillars:

e monitoring the effectiveness of international engagement in
fragile situations

« offering practical guidance on peacebuilding, statebuilding,
security and justice reform, and resolving armed conflict and
violence

e working to reform aid architecture and establish flexible,
rapid and predictable funding methods in the aftermath of
conflicts, and on tracking the flow of resources to fragile
situations.

Who it is
This forum brings together experts on peace, governance, security
and conflict prevention from bilateral and multilateral development

co-operation agencies, including the EC, UN, IMF, World Bank and
regional banks.

Task teams in 2009-2010
Task Team on Peacebuilding, Statebuilding and Security
Task Team on Financing and Aid Architecture

Informal Working Group on Monitoring the Principles for
Good International Engagement in Fragile States (seven
fragile states led by the Democratic Republic of the Congo
and members of INCAF).

Informal Working Group on the International Dialogue on
Peacebuilding and Statebuilding (led by the Democratic
Republic of the Congo and the United Kingdom)

Advisory Panels on Armed Violence Reduction, Security ,and
Justice and Statebuilding




What it produces
Key outputs in 2009-2010 (all products scheduled for release in 2010)

Ensuring Fragile States Are Not Left Behind, global report and six country
reports on the implementation of the DAC Principles for Good International
Engagement in Fragile States and Situations

Global Report on the Fragile States Monitoring System
Transition Financing: Building a Better Response

Security Systems Reform: What Have We Learned? Report on the results
of the dissemination of the OECD DAC Handbook on Security Systems
Reform

The State’s Legitimacy in Fragile Situations: Unpacking Complexity
“Armed Violence Reduction: Enabling Development” (working paper)

policy fact sheets and yearly monitoring reports on resource flows to fragile
states

guidance note on statebuilding in situations of fragility

global mapping study and programming notes on armed violence
reduction

programming notes on international support to key state functions

review of good practices for international support for statebuilding in
conflict-affected and fragile situations

report on good practice in pooling ODA and non-ODA contributions to
address conflict, peace and security

toolkit for security and justice monitoring and evaluation in security
system reform

mm WwWw.oecd.org/dac/incaf
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ENGAGING WITH OTHER DONORS

In recent years, the DAC has strengthened its relations with other
providers of development assistance from within and outside the
OECD. many non-DAC members have rapidly growing assistance
programmes, and have valuable development experiences and
innovative approaches to share.

The DAC recognises that it has much to learn from these
experiences and approaches. At the same time, the DAC can
draw on decades of work on good practices in aid to support
other donors in improving their development co-operation
programmes. Stronger dialogue and better information flows
can enhance understanding among all donors, and can make the
DAC’s work more relevant and effective in achieving its goals.

The DAC engages with other providers of development assistance
by organising events with them, inviting them to participate in
its official and technical discussions, and helping them improve
their aid statistics and management systems.

GLOBAL FORUM ON DEVELOPMENT

The Global Forum on Development was launched in 2006 to
promote dialogue on priority development issues among OECD
members and non-member economies, the private sector and
civil society. Its multi-year thematic cycles — organised jointly by
the DAC and the OECD’s Development Centre — comprise annual
plenary meetings as well as a series of events, such as informal
experts’ meetings and policy workshops.

In 2009-2010, the forum — organised in conjunction with the
OECD Centre for Tax Policy and Administration — takes place
under the theme of “Domestic Resource Mobilisation (DRM) for
Development: The Taxation Challenge”. The focus lies on:

e the changing international climate: non-cooperative
jurisdictions, tax evasion and avoidance

e the domestic dimension: fiscal legitimacy, tax
administrations and poverty reduction.

The Global Forum’s open format lends itself to engaging a broad
range of non-DAC development partners, while its themes offer
a good basis for growing engagement over time. Major Global
Forum events are scheduled back-to-back with DAC Senior Level
and High Level Meetings to facilitate dialogue among key actors
and development partners.

www.oecd.org/development/globalforum



PARTNERSHIP IN STATISTICS FOR DEVELOPMENT IN THE 21ST CENTURY

Known as PARIS21, this unique partnership brings together
statisticians, policy makers and development professionals from
OECD member and partner countries. Together, they work to counter
the difficulties many partner countries face in producing, analysing
and using sound, transparent data. PARIS21 places capacity-building
at the very core of its work to help foster a culture of evidence-based
policy making that enables partner countries not only to measure, but
also to manage development results.

Concretely, PARIS21 helps each partner country design, implement
and monitor a National Strategy for the Development of Statistics
(NSDS), a process that includes:

e ADVOCACY: working at the international, regional and country
levels to promote the use of statistics and the adoption of
strategic approaches to statistical development.

e PARTNERSHIP: energising the participation of partner country
stakeholders, and their technical and financial partners in the
NSDS process, and providing appropriate tools to facilitate
co-ordination.

e REPORTING: providing information on NSDS progress and
assisting countries in reporting on their own statistical
development.

e STUDIES AND TASK TEAMS: organising and bringing
together countries on issues relevant to the NSDS process.

In collaboration with the World Bank and other partners, PARIS21 also
oversees the implementation of the International Household Survey
Network (IHSN) and the Accelerated Data Programme (ADP). The
IHSN promotes better use of survey microdata and provides tools to
improve the quality of surveys. The ADP helps countries to document,
analyse and disseminate existing survey microdata and to develop
improved survey programmes.

EEEEEEE WWW.paris21.0rg
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AID ARCHITECTURE AND FINANCING

To improve efficiency in global aid allocation, it is fundamental to ensure
that there is reliable information on current and future funding. This
is particularly challenging in the increasingly complex environment of
development co-operation, where there is a growing diversity of actors.

Officials from DAC member countries, non-DAC OECD countries and
DAC observers (IMF, UNDP and the World Bank) have agreed on a
methodology for conducting annual surveys of donors’ medium-term
(three-year) spending plans, both globally and by recipient country.
The results of these surveys will strengthen global and country-level
aid predictability and will help to inform and improve aid allocation
decisions in donor capitals. Simulations of future aid levels will also
signal where and when aid might need to be increased, and help gauge
the effectiveness of efforts in the context of the crisis.

The DAC is also analysing historical data to highlight areas where there
is donor fragmentation and concentration — in other words, where there
are too many donors giving too little, or vice versa. The results will
prompt donors to improve the division of labour amongst themselves.

The DAC is also working to (i) improve multilateral aid by improving the
quality of the evidence available to support multilateral aid allocation
policies and decision making; (i) help DAC members to learn from each
other about multilateral aid policies; and (iii) advise on the development
of tools to assess multilateral effectiveness. In the run-up to the
2009 United Nations Climate Change Conference in Copenhagen, the
DAC focused on identifying options for future climate change funding
channels.

www.oecd.org/dac/scalingup

Key outputs in 2009-2010:

Report on Multilateral Aid (annual publication)

Report on Aid Predictability: Survey on Donors’ Forward
Spending Plans, in the Better Aid series (annual
publication)

2009 OECD Report on Division of Labour among
Donors: Addressing fragmentation and concentration
of aid across countries (annual publication)

Development Finance Challenges 2010: Issues Paper
(2010)

monitoring report on the DAC High Level Meeting Action
Plan on Responding to Global Development Challenges
in a Time of Crisis (2010)




AID FOR TRADE

Aid-for-trade experts in OECD countries and non-OECD economies
work in close co-operation with the World Trade Organization (WTO),
international financing institutions and the United Nations system to
transform globalisation into a more inclusive process by helping poor
countries build their trade capacity. This is necessary if these countries
are to capture the benefits of open markets and break out of poverty.
The OECD Development Assistance and Trade Committees, in a joint
effort with the WTO, have established a three-tiered (global, donor
and recipient) monitoring framework to provide a comprehensive
picture of aid for trade. This will allow the international community to
gauge where improvements are needed.

The OECD Aid-for-Trade Initiative has successfully built awareness of
the support that partner countries need to overcome market barriers.
As a result, these countries are increasingly raising the profile of
trade issues in their development strategies. Donors are responding
by increasing the resources they provide to build trade capacity in
areas such as policy, institutions and infrastructure.

Experts from the Development Assistance and Trade Committees
are disseminating evidence of trade’s impact on development,
and are elaborating an analytical toolbox to improve the design
and implementation of aid-for-trade programmes. This includes
strengthening the application of the Paris Declaration principles to
trade-related activities.

www.oecd.org/dac/aft

AID UNTYING

Under the landmark DAC Recommendation on Untying ODA to the
Least Developed Countries (2001), DAC members have succeeded
in untying all aid to the least developed countries (LDCs) — with the
exception of food aid and free-standing technical co-operation.

Since the entry into force of this recommendation, both the volume of
0DAto the LDCs and these countries’ share in total bilateral ODA have
increased. Many donors have untied all or most of their programmes
above and beyond the requirements of the DAC recommendation.
At the DAC High Level Meeting in May 2008, members also agreed
to untie their aid to the 39 highly indebted poor countries (HIPCs),
and to promote buying goods and services locally in these countries,
rather than in donor countries.

In keeping with the Accra Agenda for Action, the DAC continues to
discuss ways and means to untie more aid. Annual progress reports
on the implementation of the recommendation are presented to
the DAC, and analytical reports are prepared to facilitate policy
discussions on the contribution of untying aid to aid effectiveness.
Work also continues on the parallel issues of encouraging more
use of partner countries’ procurement systems and, when donors
are still responsible for procurement, encouraging more local and
regional sourcing.

www.oecd.org/dac/untiedaid
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POLICY COHERENCE

The importance of policy coherence for development (PCD) has
been reinforced by globalisation. This means, in simple terms,
ensuring that policy decisions taken in industrialised country
capitals will not have negative impacts on partner countries.
It also involves co-ordinating policies in development co-
operation with those in other policy areas far beyond aid. The
DAC collaborates with other parts of the OECD on analyses of
the development dimensions of OECD country policies across
a number of areas. In doing so, the peer review process plays
a vital role.

www.oecd.org/dac/coherence

CAPACITY DEVELOPMENT

Encouraged by the success of its 2006 guidance, The
Challenge of Capacity Development: Working Towards Good
Practice, the DAC began new work to support capacity
development (CD) in partner countries in 2008. Consistent
with the spirit of the Accra Agenda for Action, DAC donors
have formed an international partnership with the new CD
Alliance, a political advocacy group representing partner
countries, and the Learning Network on Capacity Development
(LenCD) to identify good practice in support of the six capacity
development priority themes outlined in the AAA. Results of
this joint effort will feed into the Fourth High Level Forum on
Aid Effectiveness.

www.oecd.org/dac/capacitydevelopment



DAC GUIDELINES, RECOMMENDATIONS, PRINCIPLES AND KEY REFERENCE DOCUMENTS

ANNUAL PUBLICATIONS
DAC Report on Aid Predictability

DAC Report on Multilateral Aid
Development Co-operation Report

1999

DAC Guidelines for Gender Equality and Women’s Empowerment in
Development Co-operation

2001
Helping Prevent Violent Conflict, in the DAC Guidelines series

Poverty Reduction, in the DAC Guidelines series

Strategies for Sustainable Development, in the DAC Guidelines
series

“OECD Action for a Shared Development Agenda”, statement on
policy coherence for development adopted by Council at Ministerial
level.

DAC Recommendation on Untying ODA to the Least Developed
Countries

2002

Glossary of Key Terms in Evaluation and Results Based
Management

2005
Harmonising Donor Practices for Effective Aid Delivery Vol. I, in the
DAC Guidelines and Reference series

Policy Coherence for Development: Promoting Institutional Good
Practice, in the Development Dimension series

Security System Reform and Governance, in the DAC Guidelines and
Reference series

Paris Declaration on Aid Effectiveness

2006

Applying Strategic Environmental Assessment: Good Practice
Guidance for Development Co-operation, in the DAC Guidelines and
Reference series

The Challenge of Capacity Development: Working Towards Good
Practice, in the DAC Guidelines and Reference series

Emerging Good Practices in Managing for Development Results:
Source Book

Environmental Fiscal Reform for Poverty Reduction, in the DAC
Guidelines and Reference series

“Evaluation Systems and Use: A Working Tool for Peer Reviews and
Assessments”
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Guidance for Managing Joint Evaluations, in the DAC Evaluation
series

Harmonising Donor Practices for Effective Aid Delivery Vol. 11, in the
DAC Guidelines and Reference series

Promoting Private Investment for Development: The Role of ODA, in
the DAC Guidelines and Reference series

Promoting Pro-Poor Growth: Agriculture

Promoting Pro-Poor Growth: Infrastructure

Promoting Pro-Poor Growth: Key Policy Messages
Promoting Pro-Poor Growth: Private Sector Development

Policy Paper and Principles on Anti-Corruption: Setting an Agenda for
Collective Action, in the DAC Guidelines and Reference series

Principles for Donor Action in Anti-Corruption

2007
Aid for Trade at a Glance: 1st Global Review

Mainstreaming sectoral statistical systems in Africa: A Guide to
Planning a Co-ordinated National Statistical System

National Strategies for the Development of Statistics (NSDS): Some
Issues in Design and Implementation Planning

OECD DAC Handbook on Security System Reform: Supporting
Security and Justice

Promoting Pro-Poor Growth: Policy Guidance for Donors, in the DAC
Guidelines and Reference series

Promoting Pro-Poor Growth: Practical Guide to ex ante Poverty
Impact Assessment

“DAC Action-Oriented Policy Paper on Human Rights and
Development”

“Promoting Pro-Poor Growth: Policy Statement”
Microdata Management Toolkit

Principles for Good International Engagement in Fragile States and
Situations

2008

2008 Survey on Monitoring the Paris Declaration: Making Aid More
Effective by 2010, in the Better Aid series

Effective Aid Management: Twelve Lessons from DAC Peer Reviews

Evaluation of the Implementation of the Paris Declaration: Synthesis
Report

Natural Resources and Pro-Poor Growth: The Economics and Politics,
in the DAC Guidelines and Reference series

Partner Report on Support to Statistics: 2008 Round



Scaling Up: Aid Fragmentation, Aid Allocation and Aid Predictability.
Report of 2008 Survey of Aid Allocation Policies and Indicative Forward
Spending Plans

DAC Guiding Principles for Aid Effectiveness, Gender Equality and
Women’s Empowerment

2009
Aid for Trade at a Glance: Maintaining Momentum

Interim Report on Aid Effectiveness in Health

Managing Aid: Practices of DAC Member Countries, in the Better Aid
series

OECD Journal on Development, Volumes 1-4, annual publication

Policy Guidance on Integrating Climate Change Adaptation into
Development Co-operation

2010

Evaluation of the Implementation of the Paris Declaration, Phase II:
Country Reports and Donor Studies
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