26 August 2011


Multilateral aid allocations and the global aid architecture:
What can we collectively bring forward at Busan?
This current note provides some ideas for a meeting on multilateral aid around the WP-EFF in early October and gives a short background on the DAC analysis on multilateral aid. Previous aid effectiveness declarations (Rome, Paris, Accra) have focused on aid effectiveness principles of donor countries as well as of individual institutions as donors.  The association between how individual institutions are funded and governed and how they contribute towards the achievement of development objectives by developing countries is a subject that is at the heart of the aid effectiveness agenda, but not one that has been explicitly raised in past declarations or commitments.  
The draft 2011 Report on Multilateral Aid highlights an overall decrease in core, un-earmarked contributions to multilateral agencies as a percent of gross ODA (in particular to United Nations agencies). Despite this decrease, there have been increases in contributions to EU institutions and global funds. The past few years have also been marked by notable increases in earmarked (non-core) contributions to multilateral institutions.
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It is perhaps surprising that this subject has not received more attention given that 2/5 of DAC members’ ODA is directed to or through multilateral institutions.  On the one hand, it is important to recognise that the very diversity and complexity of the multilateral system can offer an opportunity for greater choice and risk diversification for those partner countries with the institutional and human resource capacities to engage with a wide range of actors providing similar services, but this also has significant and overwhelming costs for many of the poorest countries.
There is also a question of coherence of multilateral allocation decision-making – or lack thereof – within bilateral donor governments, in particular when these are made in isolation of one another and across more than one ministry, agency or department.  Moreover, there is sometimes a “disconnect” between  policies decided by representatives sitting on governing boards of multilaterals or other forums and the decisions made by the senior officials deciding allocations for multilateral organisations, global funds and thematic programmes across government.  
Designing and implementing lasting solutions for a more coherent approach in the funding of multilateral organisations, global funds and thematic programmes, including co-ordinated aid allocation at the individual donor country-level requires political will at the highest level of government, especially when several government bodies are involved. Shareholders and members of these agencies have a responsibility to collectively prioritise what they believe to be the most important “failure” of the global aid architecture they fund and govern, and decide what really needs to be repaired or improved. For these reasons, building on the work of the OECD on multilateral aid, fragmentation and aid orphans, a seminar is proposed as detailed on the next page.  In addition, some discussion questions and themes that could be further discussed are listed in Annex A. 
Seminar to discuss collective action points to address challenges in the global aid architecture, including the funding of multilaterals, global funds and programmes
Objective: Provide a “failure analysis” of what needs to change to overcome the inertia of attempting to change or reform a system of multiple structures created for diverse objectives and subject to many different combinations of vested interests. Discuss areas for collective action for a more rational funding of multilateral institutions and thematic funds and programmes to arrive at specific action points for Busan and beyond. This meeting precedes the Working Party on Aid Effectiveness plenary Thursday and Friday leading up to the 4th High-Level Forum on Aid Effectiveness in Busan, Korea end of November.

Participants: All shareholders and members of multilateral organisations (DAC + beyond), including all different ministry/department/agency officials responsible for multilateral and thematic (trust fund) aid allocations.  
When/Where: Wednesday 5th October 2011, 9:30 to 5:30, OECD Conference Centre (Room 7) Paris, France.  

Possible speakers:  Speakers should be provocative and willing to speak freely about their allocation decisions or the evolving role of their institutions, resource mobilisation efforts, mixed governance structures and what efforts can be made to arrive at more coherent funding and deliver more effective aid on the ground.  The seminar would benefit from at least one high-level speaker representing each of the following categories: MDBs; UN agencies; Global Funds; partner country governments; and bilateral donor governments.  

Proposed structure: Morning session with high-level speakers (including from multilaterals), leaving technical discussions in the afternoon to senior officials responsible for allocating aid to multilateral agencies, global funds and thematic programmes in member states. 
9:30 to 13:00 
Morning session: The changing landscape of multilateral aid

- Opening by DAC Chair, Brian Atwood

- Speakers (3-4) from multilateral agencies/global funds

- Speakers (3-4) from governments providing aid (China, Brazil, US, France, UK, Australia?)

- Q&A, Discussion
13:00-14:30 

Lunch
14:30-17:30 

Afternoon session: Technical discussions to agree a common diagnostic

- Ask participants to rank a “menu of problems”, to be distributed prior to the meeting

- Discuss a few principles that can be taken forward at Busan (and beyond)
Annex A:  Discussion questions and themes drawn from OECD reports
Some ideas for collective and individual action are highlighted in the 2010 Report on Multilateral Aid and the draft 2011 report. 

Discussion questions include:

· What are the implications of growing non-core funding of multilaterals?
· Which arguments for or against greater pooling of aid have the most traction in the current context?
· What can shareholders and members collectively commit to make more effective use of the institutions they fund and to “rationalise” the overall aid architecture?  

The 2011 Report on Multilateral Aid looked at individual donor decision modalities on their respective multilateral aid portfolios and allocation processes. The eight good practice principles identified in the box below present some steps that might be taken at an individual donor level to better co-ordinate multilateral aid allocation decisions.
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While the lessons learned evoked in the draft DAC Report on Multilateral Aid represent a first step to achieve coherence within donor governments (see “Good Practice Principles” below), more can be done to address the negative consequences of an increasingly fragmented system overall.  




Core multilateral contributions as a share of ODA fell to a low of 28% (USD 36 billion) in 2009 from a peak of 33% in 2001.  An additional 12% (USD 15 billion) is earmarked by sector, country, region or theme and channelled through multilateral organisations, though scored as bilateral ODA. Together the two elements represent 40% of gross ODA, or USD 51 billion, an important sum that falls under a kaleidoscope of accountability arrangements.





8 Good Practice Principles:


What to keep in mind when deciding multilateral aid allocations within government





DO articulate, publicise and regularly revisit your specific national case for multilateral contributions. 


DO explicitly review the balance between your multilateral and bilateral programmes. 


If fixed shares guide spending decisions, DO ensure they have broad coverage and are evidence-based. 


DO make maximum use of joint assessments, independent evaluation findings and third-party analyses. 


DO publicise the indicators and ratings influencing your future multilateral allocations. 


DO assess multilateral performance against collective international, as well as national, priorities. 


DO periodically scrutinise allocations to all parts of the multilateral spectrum, even if semi-automatic. 


DO have a dedicated body periodically review all public spending through multilaterals.
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