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DAC PEER REVIEW OF NORWAY

The Peer Review Process

The DAC conducts periodic reviews of the individual development co-operation efforts of DAC members. The
policies and programmes of each member are critically examined approximately once every four or five years.
Five members are examined annual | y. T h e OE C-apération[Déectoerate prorides danalytical
support and is responsible for developing and maintaining the conceptual framework within which the Peer
Reviews are undertaken.

The Peer Review is prepared by a team, consisting of representatives of the Secretariat working with officials
from two DAC members wh o ar e designated as i e x a
memorandum setting out the main developments in its policies and programmes. Then the Secretariat and the
examiners visit the capital to interview officials, parliamentarians, as well as civil society and NGO
representatives of the donor country to obtain a first-hand insight into current issues surrounding the
development co-operation efforts of the member concerned. Field visits assess how members are implementing
the major DAC policies, principles and concerns, and review operations in recipient countries, particularly with
regard to poverty reduction, sustainability, gender equality and other aspects of participatory development, and
local aid co-ordination.

The Secretariat then prepares a dr a-ogeratiorewhiohrig the dasis forh
the DAC review meeting at the OECD. At this meeting senior officials from the member under review respond to
guestions formulated by the Secretariat in association with the examiners.

This review contains the Main Findings and Recommendations of the Development Assistance Committee and
the report of the Secretariat. It was prepared with examiners from Canada and the European Commission for
the Peer Review on 21 October 2008.

In order to achieve its aims the OECD has set up a number of specialised commi
One of these is thBevelopment Assistance Committe@hose members have agreed
secure an expansion of aggregate volume of resources made available to devel
countries and to improve their effectiveness. To this end, members periodically re
together both the amount and the nature of their contributions to aid programraterdbi
and multilateral, and consult each other on all other relevant aspects of their developi
assistance policies.

The members of the Development Assistance Committee are Australia, Au
Belgium, Canada, Denmark, Finland, France, Germany, Greé&edand, Italy, Japan,
Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switze
the United Kingdom, the United States and the Commission of the European Communitie
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List of Acronyms

ALNAP Active Learning Network for Acountability and Performance
CAP UN Consolidated Appeals Process

CDI Commitment to Development Index

CERF Central Emergency Response Fund

CHAP Common Humanitarian Action Plan

DAC Development Assistance Committee

DCD DevelopmentCo-operationDirectorate

EITI Extractive Industries Transparency Initiative

EU European Union

GBS Geneal budget suport

GHD Good humanitarian dworship

GNI Gross national ineme

ICRC International Committee of the Red Cross

LDCs Least developedauntries

MDGs Millennium Devdopment Goals

MFA Ministry of Foreign Affairs

MOPAN Mul t il at er a Perf@manee Assesarnerit [detwsri
NGO Nongovernmental organisation

Norad Norwegian Agency for Development @peration
OCHA UN Office for the Coordination of Humanitarian Affai
ODA Official developmentssistance

PCC Policy Coherence Commission

PCCB Prevention and Combating of Corruption Bureau
PCD Policy coherence for del@pment

PFM Puldic finance managment

PRT ProvincialReconstruction Team

RCN Research Council of Norwa

SWAP Sector wide approach

UN United Nations

UNHCR UN High Commissioner for Refugees

UNIDO United Nations Industrial Development Organization
WTO World Trade Organisation
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Signs used:

CHF Swiss Franc

NOK  Norwegian Kroner

USD  UnitedStates dollars

() Secretariat estimate in whole or part

- (Nil)

0.0 Negligible

. Not available

e Not available separatelput included in total
n.a. Not applicable

Slight discrepancies in totals are due to rounding.

Exchange rates (NOK per USD) wre:

2004

6.7393

2005 2006 2007

6.4414 6.4148 5.8584
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Norwayds Aid at a Gl ance

NORWAY Grozs Bilateral QDA, 2005-06 average, uniess otherwise shown

By Income Group (USD m)
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THE D A C MAIN FINDINGS AND RE COMMENDATIONS

Overall framework and new orientations
Legal and political orientations
The foundations and aina$ Norwegiarpolicy: beyond development assistance

Norway has a long, proud history of more than 50rgemvolvement in development
co-operation. It is a progressive donor, prepared to promote new and innovative ways of thinking. Its
devel opment ai ms and interventions ar e outl in
government 6s adh}andis Riccessive Whitd Rapet Until a new White Paper is
published in 2009, one of the most important documents reriidiite Paper Report No. 35 (2603
2004) to the Storting, Fighting Poverty Togeth&rComprehensive Development Palithis odlines
Nor wayos priorities whi ch include: providing
development assistance (ODA), a firm commitment to a rHgased approach to development
co-operation, and the pminence of the Millennium Development GoéVIDGS). It also underlines
the i mportanceinoofr efi daosnsoirs traenfcoer mnd mor e ef fecti

centrality of increased country ownership and donor harmonisation.

More recent t hinking on No developrest caperatianti® gy a |
presented in th&oria Moria Declaration2006),] nt er nat i onal Devel opment |
Statement to the Storting 16 M28906and t he extract from the Minis
proposal for 2008Propositian No. 1 (20072008) to the Stortigk Norwegian Development Assistance
in 20081 Priority Areas, June 20Q7These documents continue to stress the MDGs, the 1%
ODA/GNI target, aid effectiveness, governance reform, results and quality assurance. However, the
rightsbased approach has less prominénéence clarification of what the rightssed approach to
development coperation means in practice and how it is implemented is needed. Also, a greater
emphasis is given to fragile states, United Nations refordhaid to Africa.

The 2004 White Papenlso e mphasi ses t he i mport sshipc®r of f
d e v el op meonteptsituatEshdevelopment policy in the context of wider foreign policy and
security issues, as well as signalling the importafigmlicy coherence for developmeifithese ideas
have been takefurther in Proposition No.1 which positionsdevelopment coperationas one of a
number of factors that play a role in lifting people out of poverty, along pétice and security,
economic @velopment, trade and environmenhis recognition that development-operation will
be more successfully integrated as part of a holistic approach is positive, but further clarification is
needed of what this vision means in practice, and how it wiliripdgemented. Furthermor&lorway
will need to ensure that its core focus on poverty reduction and the MDGs is not diluted.

1 The Storting is the Norwegian Parliament.
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An increasing number of priorities

Propositon Nolout |l i nes the governmentés main #fAfive
mix of sectoral, thematic and cresstting issues: itlimate change, the envirommt and sustainable
development; ii) peace building, human rights and humanitarian assistéjceomen and gender
equality; iv) oil and clean energy; \good governance dnthe fight against corruptipnand
vi) supporting the health related MDGEBhe government states that it will use increases in the
development budget to focus on these six priorities, whilst maintaining support for dghdrl
traditionally important pority areas®

At present, with increasing oil revenuasistering the developmeassistance budget, Norwisy
able both to maintain curremtevelopment priorities and add new ones. But this crdateson
between the desire to focus in line with aideetiveness principlesersusthe pressure to expand
Embassiesre under pressute add new objectives to existipgogrammes which can lead to a lack
of clarity in the objectives of country programmes. Moreover, it introduces concerns over the stability
of Norwayd6s pri ori t iceldhasangdicationstoe aidleffentigeneSsarranea T hi s
in which Norway is rightly sen as a leading player.aiffure to make headway in concentngti
activities geographicallysectorally and strategicallycould affect progress towards implementing
harmonisation and division of labour principles.

A high level of public awareness but a strategy required

Thereportedevel of Norwegian public support for OD on a par with other donors, with 90%
of the popul&ion supporting it. Currentlytwo unitsare responsible for communicating and building
public awareness: the Communications and Information Team in the Minister of International
Devel opmen wiich tardets ilocaé andinternational media and i) the Information
Department in Norgdvhichtargets the development community, studejournalists and key poliey
makers. The two communication departments have developed separatge@dvacommunication
strategies guiding their efforts, but neither t&gy mentions the existence of the other unit. Although
there is informal capperation between the two units, the formal and systematardioation
requirements are unclear.

Promoting policy coherence for development
Mechanisms for policy coherence favelopment

Norway is committed to policy coherence for developmemith broad consensus among
officials, parliament,researchers and civil society orggations thatODA is only one way of
supporting progress ideveloping countes. A good example of cekent policy isin the area of
environmentwhere there has long been strongocdination between the Ministry of Foreign Affairs
( MFA) and the Mini st r yActiorf Plak fovEnvironmeneim Developient wa y 6
Co-operationalso aims to integratnvironmental issues into developmenioperationln the area of
labour nigrationan informal network of officials produced a report in 2006 on coherence in migration
and development. Another good examplessmwe n 6 s r i ght s ,avineck fograimstriesr e q u &
(MFA, Ministry of Defence, Ministry of Justice and Police and Ministry of Children and Equality)
work together and are responsible for Aation Plan on UN Security Council Resolution 1325

2 The 11 other important priority areas are: public welfare services, children and young people, human
trafficking, HIV/AIDS, universal access to medicines, puplicvate partnerships, microfinance,
trade, new and innovative funding mechanism, debt cancellation and the Global Forum on Migration
and Development.
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Need to strengthen policy coherence for developsieategy, ronitoring, analysis and reporting

The previous peer review suggested that Nor
g o v e r nmechanisin to strengthen int@inisterial ceordination, but this did not happen.
Member s of t hegnAfairscCommittieegbélieve that a raore strategic approach is needed
and that policy coherence for development should be more institutionalised than at present.

There are a number of formal and informal policy-ocdination arrangements between
ministries However, there is room for improvement. The lacknohitoringof inter-ministerial policy
coherence is also a recognised weakness of the Norwegian system. The MFA does not appear to
monitor other ministries®é i newithdavelopmaentspolisyyVghtlee mat i
Norway has strong capacity for development research, it lacks institutional capacity féeriong
analysis and research into policy coherence issues. It may also need a robust method to trace policy
coherence impacts. Imdition, there is a lack of reporting on policy coherence for development.

To promote further thinking on policy coherence for development, in December 2006 the
government established a Policy Coherence Commission madehighbyf qualified people froma
broadcrosssection of the development assistance community. Its role was to consider ways to make
Norwegian policy for development more coherent and effective and it produced a report in September
2008 which will feed into the forthcoming White Paper.fétmmulating its recommendations, the
commission has therefore considered: how to strengthen the arrangements for resolving potential
policy conflicts; how to increase the authority to demand information from other ministries; and how
to promote positive emples of wiawin situations. The DAC suggests that one option may be to
enhance the responsibility for policy coherenc
overview of government policy. This could be complemented by a dedicated unit inFheaM
recommended by the Commission.

Recommendations

1 The DAC commends Norway for its forwalmbking vision in which development
cooperation i s seen as one el ement of a b
development, and expects to see thithirelaborated in the forthcoming White Paper. This
broader vision of development encompasses some notable contributions to global public
goods, including peace building, conflict prevention and climate change. In practice, this
requires improving the lkages between ODA and n@DA activities for the good of
development. In doing this, Norway will need to ensure that its core focus on poverty
reduction is not diluted.

1 Norway needs to ensure that the processdehtifying objectives is strategic and well
managed, both centrally and at partner country level. The process must lead to a manageable
number of clear and focused priorities. Norway will need to resist the temptation to add new
ad hocinitiatives to an eveexpanding list of priorities.

1 Norway neds to articulate its ova@rching approach to communication in order for the two
communication units to convey consistent and complementary development messages to the
public.

1 Norway should develop an overall approach to policy coherence for developnent a
institutional mechanisms for analysis, monitoring and policy feedback to deliver on its broad
vision. Consideration could be given the location, mandate and authority an
institutional focal point responsible foanalysing pagntial areas of policyconflict;
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commissioning longeterm studiesgo-ordinating research; and analysimgpnitoring and
championingpolicy coherence for developmearnong the ministries.

Aid volume, channels and allocations

In 2007, Nor way 6s neld727@ibDién, reprasentingt 0895% df its GNIS D
This is the highest percentage of all DAC donors, and Norway is one of only five countries to exceed
the UN target of 0.7%. Norway is commended for having surpassed the 0.7% figure continuously for
more than 30 years,nd for having set itself a higher target of 1% ODA/GNI. The DAC also
commends Norway for budgeting to reach its 1% ODA/GNI target in 2009 in a climate of global
financial crisis.

According to Norway, only 18% of total aid is programmed at the field ley¢h® embassies.
Other parts of the programme which sometimes count as bilateral aid, such as thematic, humanitarian,
aid to nonrgovernmental organisations and earmarked rhilliteral aid, are planned and programmed
by headquarters. Consequently, indiatlembassies may have limited knowledge of all the different
channels through which Norwegian aid reaches the country in which they are located. This raises
chall enges for ensuring that the totality of r
development not only work in synergy but also reinforce each other at country level. Making this clear
to all development partners enhances predictability and accountability. With such a relatively small
proportion of funds programmed at country levelrWmy must clarify the kind of bilateral donor it
wants to be.

Norway is a strong supporter of the multilateral system. The World Bank is the single largest
recipient of Nor wegian multilater al ODA, and N
higher than in most ot her donorsod portfolios. I
increase in Norwegian multilateral assistance. Another trend has been the increase in earmarked
multilateral contributions. In the past, much of the earmarkeitilateral aid was country specific, but
now it is more I|likely to be sector or theme s
multilateral organisations leads to Norway having considerable leverage and impact on the multilateral
system. e dallenges for Norway, with its large commitment and investment inmihiglateral
system, are to develop a performadsased allocation system, and d¢ontinue to be a leader in
helping the multilateral organisationsit@rease their efficiency fdvette development outcomes.

The challenges of greatgeographicadispersal

In the past eight years, development assistance has doubled in real terms, allowing Norway to
increase the number of new partner countries in its portfolio. Whereas previouslyNortvaa d 7 A ma i
partnerso and 17 fot her p 4% inh Afdca,sld jn Asiat anchdiw has
Latin America. Many DAC countries have concentrated their development assistance in fewer partner
countries, and Norway has also increased its@mgbme key countries. At the same tibecause of
new initiatives such as the Oil for Development programme and, no doubt soon the new forestry
initiative, Norway has also added a number of new recipient countries to its programme. This
geographic dispsal of aid causes some concern, notably within parliament, that resources will be
spread too thinly and impact diluted.

A high level of aid to Norwegian NgBovernmental @anisations
Nongovernmental organisations (NGOS$) and in particular Norwegian NGOi play a

prominent and important role in Norwegian development assistance, with over 30% of bilateral
development assistance channelled directly through them. There is no overall policy on NGOs, but
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Norad is currently revising guidelines. These will m&lthe aims and objectives of funding to NGOs,

and will confront two other issueg}increasing the focus on results; aindincreasing the use of
Southern NGOs. NGOs appreciate the open dialogue they have with government and generally
welcome the flexility of the system. However, as funding can come from both the MFA and Norad
and from more than ten different budget lines often with different procedures, the system can be
confusing and timeonsuming for NGOs. Funding procedures and standards asasvediporting
requirements for NGOs (development and humanitarian) need to be made clearer, streamlined and
more coherent among mechanisms.

The challenges of managingpsscutting issues

Norway has taken a number of dmgendesagualdyssuchas: addr
producing several action plans, appointing a Gender Equality Ambassador, multiplying funds for
UNIFEM fourfold, conducting a significant amount of work with multilateral partners,baiy an
active partici paeannetn tbBwuet ,DACObOkse Goetnhde r donor s,
womenés rights and gender equality, Nor way had
reintroduced some targeted funding and used some of the measures listed above to try tagectify th
situation. However, resources are still limited, with only a small team in the MFA and three staff in
Norad dedicated to increasing the gender equality focus of activities. Furthermore, technical
knowledge is spread thinly across the organisations andey equality is still often considered as a
postscript after the formulation of projects and programmes, rather than being factored in at the
beginning. This was the case in Tanzani a, wher
equality appearkto be an afterthought: there was little jaaiive or specific focus on the issue, and
local implementing partners had limited understanding of good gender practices.

Norway has ambitions to be a leader in the environment and development area, btd heeds
this ambition into action. It has action Plan for Environment in Development-Gperation which
makes clear that the environment is both a ecosst t i ng | ssue, stating tha
must be taken into account in all developmemb per at i on o, and a separate
co-operation targeted specifically at sustainable management of natural resources and environmental
protection.It is difficult to assess the extent to which environment is considered systematidaky in
absence of clear guidance such as impact assessment tools; current requirements leave impact
assessments to the recipients.addition, there are a limited number of environment or natural
resource specialist staff positions in either the MFA or Noeadl even fewer in the field. It is,
therefore, difficult to envisage how such an ambitious action plan could be fully implemented.

Recommendations

1 As a midsized donor engaged in development peace building, state building, and
humanitarian work, Norwayould develop a strategy for allocating the growing ODA budget
via different channels, instruments, sectors and countries. Norway should consider a more
integrated, strategic and explicit approach at the country level to ensure synergy and to
optimise impat

1 In line with the aid effectiveness principles, notably division of labour, Norway should
manage carefully the increasing geographical dispersal of its aid. Norway should take care
not to spread its resources too thinly as this could lessen its poiepizait. Norway should
also seek greater clarity on whether it wishes to pursue a sectoral or a country approach.

T The introduction of revi sed guidelines for
field is welcome and the focus on results and the a&sing use of local NGOs is
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encouraging. Norway should also ensure increased clarity, coherence and simplification of
the funding and reporting systems and standards for NGOs by increasingjreationand
amalgamating some of the many budget lines. Th&®slGhould be supported further to
build capacity required to meet the legitimate demand by the MFA/Norad that they
demonstrate results.

1 Recognising that Norway treats cramgting issues as thematic priorities in their own right,
Norway also needs to emsuthat they are fully mainstreamed. Norway has put significant
effort into developing policies on womenos
but it needs to ensure that its policy ambitions become reality. It should make certain that its
crosscutting priorities are institutionalised, have sufficient resources and are considered
systematically at the early stages of and throughout its programmes and projects.

Aid management and implementation
Reorganisation has bedxneficial but furtherclarification of roles is needed

I n 2004 Nor way ép underwent significant refara.| Devel@ment policy and
foreign policy are now fully integrated within the Ministry of Foreign Affairs which has become the
lynchpin of the whole systenfhe embassi esd role in managing bil
been strengthened. Norad has become a technical directorate responsible to the MFA. Norfund,
responsible for private sector development, has become independent of Norad.

Those involveddel that this reorganisation has generally been positive. The MFA, Norad and the
embassies have become avwelht egr at ed system able to respond
whilst ensuring management flexibility. In the MFA, country teams can redimxidly to requests
from embassies whose authority has increased following decentrali$étiad is an entry point for
contracting Norwegian development expertise and provides quality assurance for this flexible system.
Furthermore, reorganisation hasabled the MFA to respond to various political initiatives while
alleviating the risks of political micrmmanagement.

However, some challenges remain from the reorganisation. The roles of -ipaliyg,
implementation and knowledge provision have not betn fully clarified within the system. For
example, although decentralisation means the embassies deal with country level relations,
headquarters has becomereinvolved in some micréevel aspects of aid management. Furthermore,
Norad is still definingits new core knowledge management and support role while retaining
significant grant management activities.

Knowledge management is still being developed

The reorganisation put more emphasis on knowledge management in the development system.
The governmehis keen that a culture of resultased management should be embedded across the
system and key documents (e.g. tevelopment Goperation Manugl set out the rationale and
procedures for tracking results. This is to be commended, but Norway neealtbdssathe lack of a
universal system for management by results in its aid administration. Such a system would allow
policy goals, thematic priority areas, partners and funding channels to be prioritised.

Since the 2004 peer review, the MFA has establighedPolicy Analysis Unit, with five staff,
which has mproved policy analysis in theinistry. Norad carries outecessary programnrelated
analytical work for the MFAiIn its role of providing evice and support. HoweveNorway could
furtherdevelop stuctures that increase logrmanalytical and research capacity.
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Human resources managemenstriving to meet capacity challenges

The government has been increasing staff capacity in the MFA, embassies and Norad but could
do more. Embassies still laskifficient capacity, so significant management responsibility remains at
headquarters. While the strong upward curve of the budget and the slower rise in staffing numbers
may have resulted in increasing administrative efficiency on paper, it is challetogimgintain
guality programmes under the pressure to spend and launch new initiatives. Furthermore the increase
in funding to multilateral and global issues has not been reflected in departmental staffing ntmmbers.
addition, there are a broad range ofrtan resource challenges including attracting and retaining
expertise including grant management competency, ensuring that a diplomatic career in development
is valued, and providing appropriate training to maintain cuttthge knowledge on key
issues/sdors.

Recommendations

T Norway could consider how to clarify and be
different roles, notably in grant management. Norway needs to develop an approach to
optimise synergies between instruments and sectoral andrecairdtegies, notably by
establishing clear ovarching objectives for its interventions at country level. Norad also
needs to better articulate its role of creating a knowkdged system to inform the
decisionmaking process.

1 Norway needs to addreske staff recruitment and retention challenges arising from the
reorganisation and shifting priorities. There are also particular staffing and management
challenges to be addressed at the country level in order for Norway to remain an agile and
flexible danor.

1 Norway needs to develop a restissed management approach at the institutional,
programme and project levels.

Practices for better impact
Commitmento aid effectiveness

Norway is one of the donors at the forefront of the global aid effectivaiedsste and aid
effectiveness is wekmbedded in the Norwegian aid system. Although Norway does not have a single
all-encompassing aid effectiveness action plan, position papers are distributed to embassies, and the
MFA expects the aid effectiveness agetwlhe mainstreamed and webtablished in all its activities.
Throughout the system, including at field level, staff appear to have a detailed understanding of the
principles underpinning the aid effectiveness agenda and the challenges these posendrerthe
Norway plays a practive role among other donors, such as with-tiieded donors in the Nordic
Plus group.

In Tanzania, Norway has put the principles actively into practice. It supports the Joint Assistance
Strategy, and No ctoved intd, sand dlawtfrony, this strategy. Biscessiohsawith the
Tanzanian government also confirmed that Nor wa\
priorities. However, questions were raised regarding the planning process and instruments. The
embassy only has a rolling thrgee ar pl an for internal use. Thi s
interventions through all its available channels and instruments, and is not sharedwmedo with
the Tanzanian government.
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Broadening the scope of agffectiveness: multilaterarganisatiors, global funds and NGOs

Norway stresses that although it prioritises the aid effectiveness agenda, only 18% of its
development assistance is programmed by the embassies at country level. It is acutely avigre that t
vast majority of its funding is distributed through other meawms;multilateral organisations, the
global funds and Norwegian NGOs. Thus greater aid effectiveness will occur by improving how aid is
disbursed via these other channels. Norway is makffayts to address this issue. In addition to
involvement in the Multilateral Organisations Performance Assessment Network (MOPAN), Norway
lobbies for multilateral partners to have a greater focus on ownership, to use national systems and
ensure fewer patlel implementation units, and to engage in joint exercises such as the Joint
Assistance Strategies and Public Expenditure and Financial Accountability. In the replenishment
negotiations and in the Boards of the multilateral financial institutions, Ndnasyadvocated that the
Banks should contribute more to enhance national ownership.

Providing more guidance forapacity development

The importance of capacity developmenkisnp hasi sed i n Norwayds mem
Development Goperation Manual Capacity development isiot, however,included in the list of
current priority areas for Norwegian developmentperation, and, as for most other donthgre
are no overarching policiesr guidelinesto indicate how to design and iplement capacity
develgment orhow to integrate capacity development into development programmes overall.

The Norwegian appech to capacity development apgedn focus largely on mainstreaming
such activities into sectoral and thematic development policies and prograhiomescer, although
the DevelopmenCo-operationManual statesthat capacity development should be at the core of any
development activitand provides some suggestions on how to assess institutional capacity as part of
the process of preparing developmermgrammesthere is little specific guidance on how to integrate
and address capacity devetoent in specific sectors ¢row to monitor and measure the results of
such interventionsCapacity development seems to be dealt with primarily through an empmasis
using national systems and prioritias a basis for deliverinblorwegian development assistance.
Evidence from Tanzania suggests that Norway performsimviiis respect, ais is a strong supporter
of joinedtup approaches to delivering developmedtamdis a champion of aid effectiveness.

The focus on linking development priorities with areas of Norwegian comparative advantage
means that the country can be better targeted in its capacity development efforts, and can draw on a
well-established poobf experts to fill technical assistance needsrway could usefully share its
good practice from countigvel capacity development experiences, and could, like other donors, also
play a more active role in the DAC capacity development work.

Norway also ammarks resourceso finance specific capacity develment activities at the
countrylevel, thus maintainingts ability to providesector development activities with targeted
technical assistance and training.aéh embassy with a developmerd-operationbudget has a
consultancy fund for hirindocal expertise and building capacity amotrgined professionals in
country, rather thahringing in consultants from Norway.

Strong focus on@vernanceaccountability and amttorruption
Governance anénticorruption is one of five priority @aeas for the current government, and
Nor way 0 s isanpried liy a bidgh level of innovation and a strong focus on behal/ithange.

Norway is among the wiat leaders in itefforts to make government officials accoungafadr corrupt
behaiour, and has made strenu@fforts to establish global initiatives to this&rExamples include:
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i) its push for theestablishment of the Stolen Asset Recovery Initiative, which works actively to assist
poor countries in repatriatingublic asets stolen by corrupt leadeasidii) its continued support to

the Corruption Hunter Network, which provides a meeting place for prosecutors, judges and heads of
anticorruption entitis. Through activities such as theBrway has been able tweate and sustain

global structurs to establish incentives and capacities through which poor countries can tackle corrupt
behavioursystematially and transparelyt

In Tanzania, Norway is a key player in actirruption efforts. It is also playing amportant role
in reacting appropriately to a general budget support corruption scandal by maintaining its support to a
multi-donor pooled funding initiative.

Norway hasalso been a key player in ensuritig enforcement of the UN Convention against
Cormuption, and participates actively in the work of the OECD Waykdroup on Briberye.g.in its
monitoring mechanism for the OECD Convention on Combating Bribery of Foreign Public Officials
in International Business Transactions. Furthermidogway curretly hosts the Extractive Industries
Trans par ency | nintgrnatanalisecretériat in O&ld amdtige oy developed country that
has signed upp the implementation of the EITI Transparency Principles.

Recommendations

1 Norway is commended fanaking considerable progress on aid effectiveness and for largely
embedding the aid effectiveness agenda into its development system. Norway is encouraged
to continue this workand to develop specific aid effectiveness policy guidance.

1 Norway slould engire that it hasan effective set of instrumentgith clear objectives and
intended results to guide its country interventions through all its available channels
respecting recipient government ownershiialso needs to ensure that its sectoral/thematic
approach and its country approach fit well together.

1 Norway needs to broaden its efforts to apply the aid effectiveness principles to funding
channels beyond governmentgovernment.

T Given Norwayds approach t afeguardspnightie ngededite vel o[
ensure thatapacity developmemhainstreaming isnstitutionalised.Such safeguards could
includefrequent sharing of lessons acrtiss MFA andNorad on successful mainstreaming
interventions.

1 Norway could consider taking leading role infacilitating common donor approaches to
tackling corruption ircountry. It could also look at ways to enstinat global initiatives
(e.g.the UN Convention on Corruption, the Extractive Industries Transparency Initiative),
are properly linked tcand anbored in country-specific activities and responses.

Humanitarian action

Humanitarian action is a central pillar of Norwegian foreign pali@n intrinsic expression of
Norwegian values and international solidafityas well as a core priority area fdret development
co-operation system. Norwakias endorsed thePrinciples and Good Practices of Humanitarian
Donorshipand hasadopted a principleglet pragmati@pproach to humanitarian actionline with its
GHD commitments. These commitmeraie underpined by disbursements that are well above the
DAC averagdor humanitarian aid. Consequentifprway has acquired consideralteedibility and
influence within the international humanitarian systdihnis reputation has been further strengthened
through Norwg 6 strong and consistensupport for the United Nations humanitarian systéms
leadership in keyora (e.g the UN Peacebuilding Commission, the Somalia Contact Gemgithe
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recentSudan donor conferencand initiatives such ahe recent Oslo Policiforum,Changing the
Way We Develop: Ealing with disasters and climate change

The national policy framework is evolvingiith a new humanitarian action strategy lausatin
September2008. Thisreaffirms the centality of humanitarian action imlevelopmeh co-operation
policy andexpand the humanitarian agenda to new areag.addressing the humanitarian impacts of
climate change) It builds on the recent Stortingeport Norwegian Policy on Prevention of
Humanitarian Qises as the cornerstone integrating conflict and disaster risk reductiparspective
across the development-operation systemNevertheless, like other donors, Norway is likely to
encounter institutionabbstacles and will have to adajpternal systems and procességhese
objedives are to be translatéato effective aidn partner countries

In general, Norway is regardday key partneras a good hmanitarian donorin 2007, nearly
23% (NOK547million) of Norwegian humanitarian assistance was provided completely un
earmarkedand a further 26% (NOI&25million) was earmarked to the country level anlk
significant proportionwent to undeffunded UN and Red Cross Moveneappeals, representing a
serious commitment to providirftexible and needbased assistance. Norway hagwhver, elected
not to enter into mukyear agreemds with implementing partners. This decisisnpposedly
increases the governmentdés own fl exi,bitiheffecgy i n a
reduces the yeamyear predictability 6 funding streams for implementing agencies. The MFA is
aware of the consequences of this limitation and has entered into discussions with Norwegian NGOs
about processes to improve the reliability of Norwegian Government support.

There are three distinstrands to learning and accountability practices within the Norwegian
humanitarian systefn internal thematic evaluations, external ewdilons of individual activitiesand
external support to international accountability initiatives. The points of cpewee between these
evaluation processes are unclear, leaving the impression that corporate learning in the humanitarian
sectoris weak and rather ugstematic. Norway could devel@programm-wide results framework
for its forthcoming humanitaan stratgy that mightbind these individual elements into a corporate
learning and accountability framework for humanitarian action.

Recommendations

 The new humanitarian action strategy is welcome. Norway should develop an
implementation plari including measurabl targets and indicatoiis for the strategy to
translate commitments into practice, as well as ensure transparency.

1 Norway should also review and, where necessary adjust, internal systems and processes to
ensure the removal of institutional obstacleshe integration of humanitarian objectives
within the development eoperation system. In particular, special attention should be paid to
ensuring appropriate linkages between humanitarian and development assistance.

1 Norway should review the scope for myjgar funding agreements irrder to improve
predictability’ as well as reduce administrative cost®r key partner agencies (including
NGOs).This is rot withstanding the high level of flexibility given to humanitarian agencies
to allocate resources@mrdingto need.

1 Norway should increase efforts to systematise learning and accountability within the
humanitarian domain and exploit opportunities to augmeiftoirse evaluation capacity
(e.g.through participation in shared and/or joint evaluation eges}i Norway should also
seek to better embed quality benchmarks in humanitarian evaluations.
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SECRETARIAT REPORT

Chapter 1

Strategic Foundationsand New Orientations

The foundations ofNorwegian developmentco-operation

Norway has a long, proud history of more th&fA years involvement in development
co-operation During the latter half of the0" century, Norway transformed itself from a relatively
poor nationi nt o one of tidstecoumtries Thisl hassformatianlpltishthec ount r y 6 s
resourcesand belief in spreadingerwe al t h, are all i mportant fact
developmentco-operation Norway has also enjoyed strong and consistent cregarty political
backingfor developmento-operationover the years. This firm suppenvhich has endured through
different government administratigrean still be relied upon today.

C

Aims and objectives of development policy

Norwayobds devel op men arerdtiumderpinaed by amy rorie especifie pidce od n s
legislation, butare the result i combination of thg o v e r n poleynplatiosm,its addresses to the
Storting® and previous White Papers.

Until a new White Paper ipublishedin 2009, one of the most importadgvelopmentiocuments
remainsWhite Paper Report No. 35 (20@804) to the StortingFighting Poverty TogetherA
Comprehensive Development PoligylFA, 2004) This is a substantial and comprehensive paper
which, although overtaken to some extent by newnts and initiatives, still provides a good starting
point for understandjpy Nor way dés Thoebj pewi Mens .nki ng on Nor wa
co-operationstrategy and policys primarily outlined inthe Soria Moria Declaration(Office of the
Prime Minister,2006) ( f or mi ng t he basis of the current g
operationalised itwo recent paperd: nt er nat i onal Devel opment Mini st
the Storting 16 Mag006andt he Mi ni stry of F orsalfog2008Rrdpbsdionr s 6 b
No. 1 (20072008) to the StortingNorwegian Development Assistance in 200&iority Areas, June
2007 (MFA, 2008a) The goernmentalsoestablished a comssior! in December 2006 tébcus on
ensuring a coherent Norwegian polilor development and toonsider ways to make development
assistance more effectiv€his commissionsubmited its report on 9 September 2008 and a round of
hearings is in progress.

The Storting is the Norwegian Parliament.

The commissions composed of 205 people representing a broamsssection of the development
co-operation community (Section 2, Box 1 for more detail). Generally the government consults
regularly and widely with civil society organisations.
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The 2004 White PapetatesNor way 6 s commi t ment t tonalpncame asdi n g
official developmentassistancethis targets t i | | stands. It al so outli
priorities foremost among these are a firm commitment to a rigased approach to development
co-operation and the preeminence of the Mennium Development Goal@MDGs) in defining
Nor wayo6s devel op MEGsttll aeetai principal pesstion inTchreent government
thinking, but the government appears to give less prominenit® commitment to theightsbased
approachThe White Papemadethis a central tenet of polichhowevery it rarely features in the more
recent 2007 and 2008 policy papers.

The 2004 White Paper alsoighlightst he i mpor t anc el nwfe asSistameea@and r e f
more effective asthe centraity ofeintreased nodntrysawmnesslsips amdé donor
harmonisation These issues underlie the current Paris Declaration aid effectiveness agenda
(Chapteb). Aid effectiveness continues to feature heavily in current documents and remains a key
priority for Norway. Also notable is a focus on governance reform, democracy and efficient
administration which continue to be important issues for NorwAgtention to results and quality
assurance are highlighted in both old and new documentBrdposition Nol (MFA, 2008a)
Norwayincreases its emphasia fragile states, United Nations reform and aid to Africa.

Going beyond development assistance

The 2004 White Paper als emphasi ses t htlee globalp pantrshapnfore of
devel ophsina anga which situates development policy in the context of wider foreign
policy and security issues, as well as signalling the importance of policy coherence for development.
These ideas have been progressed furthePrioposition Nal, which positions developent
co-operationas one of a number of factors that play a role in lifting people out of poaéwhg with
peace and security, economic development, trade and environment. It also highlights the three
components of a stable sociétya wellfunctioningstate, an active business sector, and a vibrant civil
societyl and states that ANor wegian devel opment p o
factorsédevel opment assistance is one importan
p ol i(MFj &2008a)

This positioning of aid policy within a wider development framework is progressive and
welcome. Recognising and taking practical steps to ensure that devel@orgetationwill be more
successfully integrateth a holistic approach is positiveBut it is important that development goals
become part obroademational policy aims, rather than development policy being usedasign
policy tool to achieve purely national objectives. Norway, with its long history of development
co-operation support for peace processes and its perceived impartiadityetter placed than some
donorsfor resolvingthis dilemma.

Furthermore,tiis not entirely clear what thigsion of developmerdissisance as one compent
of a broad policy mix means in pra, nor how it will be impemented When non-development
areas and policies aponsidered in terms of how they can be-actively used to aid development,
other objectives aatnatically come into contention, $torway will need to ensure this core bcus
on poverty reduction and the MDGs is not diluted. Moreavere is limited informa@on at presenon
how other policies and funding may be used to help development objeactiv@sout how Norway
intends to addregkis gap Although it is a laudalel and progressive approadtgrway needs to turn
the rhetoric into reality. It nels strategiesand policies which clearly outline its aims beyond
development assistandareakthese aimslown into achievable objenrtes, discuss the challenggs
expects @ face and specify how it will tackle these challeng@sis may include the need for
structural and organisational change

DAC PEER REVIEW OF NORWAY © OECD 2008 21



DAC PEER REVIEW OF NORWAY

Current development priorities

Proposition Noll ays out t he ifieeplasronépeontiesas follons They are
in fact fairly broad categoriesfferinga mix of sectoral, thematic and crassgting issues:

i) Climate change, the environment and sustainable developrheimicludes support for
bilateral co-operationon climate change, climatelated research, techniceb-operation
multilateral climate change andean energy initiatives (including new initiative on
preventing deforestation of rainforests in developing counthased in the Ministry of
Environment but in closeo-operatiorwith the Ministry of Forign Affairs;seeChapter 3)

i) Peacebuilding, human rights and humanitarian assistariceovers support for the UN
Peace Building Commissipimplementation of UN Security Counditesolution1325 on
women, peace and securigndResolution1612 on childra and armed conflicefforts to
strengthen the international humanitarian system, including supporthe Central
Emergency Response Fuyrathd delivery of Norwegian government humarian assistance
(seeAnnex Q.

iii) Womenand gender equality includes anew2 007 Acti on Pl an for Wo
Gender Equality in Developmefo-operation (MFA, 2007), with four thematic priority
areas: womenos political empower ment , wWo me
reproductive health rights and violence agamsinen Chapter 3)

iv) Oil and clean energy comprises the newly launched Oil for Developmpragramme
(Chapter 6)the clean energy for development initiative, and bilateral support

V) Goodgovernance and the fight against corruptiofocusesespeciallyon fragile states, and
includes strengthening the public sector in selected partner countries by means of budget
support strengthening media and stepping up -antruption efforts and strengthening
watchdogs to hold governments to account for their ac{iohaptero).

and

Vi) Supportingthe healthrelated MDG T i.e. MDG 4 on reducing child mortality, MDG 5 on
improving maternal health and MDG 6 on combating HIND8, malaria and other diseases

The governmenstatesthat it will use increases in the developrhbudget ¢ focus on these six
priorities. But at the same timé will also maintain support fodl other traditionally important
priority areas: public welfare services, children and young people, human trafficking, HIV/AIDS,
universal access to medies, publieprivate partnerships, microfinance, trade, new and innovative
funding mechaniss) debt cancellation and the Global Forum on Migration and Development.

The difficulties arising from new priorities

As increasing oil revenues bolster the develepmassistance budget in real terms, the
Norwegian developmento-operationsystem does not have the same constraints as many other
donors, and is able both to maintain current activities and absorb new ones. Butatestension
between the desire imcus more deeplyersusthe pressure to expand the development assistance
portfolio by taking on new initiativefNew proposalssuch as those on climate change, forestry and
oil for developmentare innovative or are an attempt to address emerging rigasn a number of
occasions officials raised the issue aanflict between old red new priorities (seefor example,
AnnexD paragraphs 9 and 19jore thought is needed on precisebwhNorway will addthesenew
initiativesto existing portfolios
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Working on more issuealso raisesorganisational challengesncreasing fragmentatiorwith
new initiatives and budget linesan put pressure on embassies to add new objectives to existing and
agreed country strategidsor example, in Tanzania wabserved th introduction of a headquarters
driven health initiative in aalreadyovercrowded sectqisee Annex D)While we do not questiothe
need for headquarters to drive global issues, it needs to be done appropriately.

This issuecould havamplications for & effectivenes$ an area in whiciNorway is rightly seen
as a leading playeFailure to make headway in concentrating activities geographically and sectorally
could affectprogress towardbsarmonisation and the division of labour policisegChapter 3for
geographical and sectoral disbursement of aidGirapbters for aid effectivenesi general).

Norwayébés institutional frameworKk

The main actors i n NorsysieyndrestheMaistry bf G-qraige Affairs a s s i s
(MFA), the Norwegian Agencyfor Development Caperation (Norad and the embassies in
Nor way 6 s priees(Figue rl) IncApnl 2004, beforet he previ ous peer re:
institutional setup underwent significant refornNoradwas transformed inta technical directorate,
with limited implementation responsibilities, under the authority of the MFA.

The new system has taken some time to settle down, and there remains a certain level of
uncertainty about the exact division of labour between the MFA Mardhd including some
imprecisiona b o u t Mle.rCarceritlg, the MFA is responsible for policy and implemeoiebi
Nor way 6s doeoperationprogeamrheNoradis building a role in knowledge provision and
quality assurancéChapter 4)

Figure 1. Overall system charto f N o r effacialbdevelopment assistance (ODA)
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Within the MFA, the Minister ofEnvironmentand International Developmerit who is also in
charge of the separate Ministry ftre Environmenti is principally responsible for development
co-operation. There are two departments within the MFA mainly responsible for development
co-operation: the Degrtment for Regional Affairs and Development and the Department for the UN,
Peace and Humanitarian Affair#ds Norway has quite a decentralised systefith much authority
and decisiormaking for bilateral programmes devolved to the field level, the esidzasre an
important part of the system. Parliament also plays a strong role. As noted, reports and addresses to the
Storting are the basis for Norwayds strategy an
closely monitors development-opeition policy and activity.

Norway in the global developmento-operation system and the Nordic Plus group

Norwayd smportant role inthe globaldevelopment assistanaystembelies its small sizelt
takesa global and collaborative approach as demomstrhy its strong commitment to the United
Nations system and agenciéis is the largest contributor to the United Nations Development
Programme) It also makes #&arge contribution to the World Banlknd although Norway is not a
member of the European Wmi, it has strong ties with European and other-fitteded donors. As
well as its OECD DAC membershifi is an active member of the Nordic Plus group (Denmark,
Finland, Iceland, Norway, Sweden, Ireland, the Netherlands, and the United Kingddmses ik
group to take forward new practicesspeciallyin harmonisation and alignment. The Nordic Plus
group has been particularly keen to develop ways of wotkiggthemrmore closely and has developed
a number of joint tools such adaactical Guide to DelgatedCo-operationand aPractical Guide to
Joint Financing Arrangements

Public awarenes

Status and trends in public support for aid

The level of public suppbfor official development agstancg(ODA) is strong according to a
2007 developmento-opemation public survey (Statistics Norway007). Ninety per centof the
Norwegian population support Norwegian aid to Africa, Asia and Latin Am&fites is the highest
level of support since the survey was first conducted in 197)(7hdhasalso incrasal from 88%
when the last survey was conducted in 2001. The public support level is comparable918othe
averagelevel of support for development-operation recorded generally Byropean Union member
states (Special Eurobarometer 222, 2005).

While general public support for aid remains strong, almosttbind of the population (32)
think that the ODA level should be less than at present, whitefd&l that the current level should be
maintained. The percentage of people who would like to see @Bdced has increased B &ince
2001. Furthermore, while 62 of the population believe that Norwegian humanitarian aid is efficient
and effective, onlyabout half the population fedtat ODA delivers good results. An overwhelming
majority (93%) is also n favour of conditionality on Norwegian ODA.

In terms of the most effective delivery channies ODA, 44% are in favour of using NGOs,
30% favour the UN, while only 1% believe in public sector delivery. At the same timeXo4df the

5 Ot her departments of MFA al so pdezlppmant, notablyethei n No
Department for European Affairs and Trade Policy, although they do not have direct responsibility for
ODA.

6 These three geographical groupings represent the majority of Norwegian aid. There is another
category: AEasmernSBurepeRepublic and Russiao, f
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population favourthe use of longeterm ODA, while only 2% are in favour of prioritising
emergency aid.

Detailed awareness of Norwegian developnuermperationis rather limitedamongst the publjc
with sevenout of ten people not knowing any specific countries whiokcave Norwegian
developmentco-operation More thana quarter (2%) responded that they do not know how
Norwegian ODA is managed, while #8responded that they do not know how Norwegian aid
delivery is quality assured. Theie however, no widespredédeling that Norwegian aid is wasted, as
43% of the population responded negatively to this aesOnlyonet hi r d has faith i
ability to accurately communicate the trathoutNorwegian aid.

Strategy for building public awareness

Currently, thee are two units responsible for communicating and building public awareness. The
Communications and Information Team in the Minister BAvironment and International
Devel opment 6s of fice i s responsi bl e for i ncr e
co-operation strategies and priorities. In particular, the team seems to be targeting local and
international media to ensure that thmnister is featuredfrequently and that Norwegian policy
priorities are adequately communicated and understood by Htie.ptheteamalso supports sectoral
units within the ministry to increase awarenekthe results of specific initiatives and projects.

The Information Department iMorad is also tasked with increasingublic awareness about
Norwegian development prities and activities. For the period 2008, the main target groups are
the development community, students, journalists and key palakers. The cornerstone ibrad s
communications strategy is to actively seekl foster public debate d&ey developnent ceoperation
issuesand dilemmasThe or gani sati on6és communications stra
be achieved through frequent and open dialogue with media contacts, use of the internet and public
events, and through the establishmaina public information centre specifically targeting students. In
addition,Norad® s rmatiédnodepartment is also t&sk with improving information sharing
internally, to ensure that all employees are aware of recent developments and are engaged in the
continued development of the organisation.

The two communication departments have develogeparate twgyear communication
strategies guiding their effort®ut neither strategy mentiorthe existence of the other unit. Although
there is informal cepperdion between the two units, thirmal and systematicco-ordination
requirements are unclear.

Future considerations

1 Norway should be commendddr its vision which encompasses a broad definition of
development and looks at the impaftemerging global chienges onpoverty reduction
The consequences of this thinking coulddaglinedin the forthcoming White Papenhis
broader vision of development encompasses some notable contributions to global public
goods including peace building, conflict preventiand climate changenlpracticethis
requires improving thdinkages between ODA and n@DA activities for the good of
development.In doing this, Norway will need to ensure that its core focus on poverty
reduction is not diluted.

1 The rightsbased apprad does not appear so strongly in recent thinking and documents.
Greater clarity is needed on what has happeneldis@pproach particularly in relation to
the poverty reduction objectivéhat was so prominerat part ofFighting Poverty Together
(MFA, 2004). More information is needed oNor way 6s curr ent appr oc:
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including the operational challengesimplementing thevision and lessons learned from the
experience

Norway faces the challenge of ensurthgt the process of identifying jelatives is strategic
and weltmanaged, both centrally and at partner country level, givemtineasingvolume
of development assistance funds and an increasing number of political initiaftives
processmust alsdead to a manageable number of claad Bocused prioritiedNorway will
need to resist the temptation to add nadv hocinitiatives to an eveexpanding list of
priorities.

Norway needs tarticulateits overarchingapproach to communicatian order for thewo
communication tean® conveyconsistenand complementargevelopment messages to the
public.
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Chapter 2

Policy Coherence for Development

Assessing progress

The 2004 DAC Peer Review found fia positive ev
coherence for developméntThis chapter will consider whether this positive evolution has been
maintained, focusing on three areas: political commitment and policy statements; paicination
mechanisms; monitoring, analysis and reporting. As Norway has been endeavouring tpeundie s
improvements in policy coherence for developm@€D) since 200203, this chapter will assess the
extent to which therbasbeen visible and positive institutional charge.

Solid political commitment to policy coherence for development

The goven ment 6 s recent st atreveat itst leliefthat dedeopmerit o p me n
co-operationalone is not enough for countries to address current global challenges. There is already
broad consensus in parliamemidamong researchers and civil society orgéiusa that ODA is only
one way of supporting progress dieveloping countriesThe impact ofdonor countrieon climate
changeor trade and investment, for examgkemuch more significant for development. This vision
of ODA as just one strand of the édepment agenda provides a solid basis for building consensus on
policy coherence for developmeiitie forthcomingWhite Papergdue in early2009,will build on the
current main reference documehighting Poverty TogethefMFA, 2004) and will more expliily
articulate Norwayds approach to policy coherenc

The Policy Coherence Comission

The Norwegian system of government has a traditionugihg public consultationsand
independent commissioms specific themesThe goduction of the Wite Papeis in responsé¢o the
demand r o m p a rFbreign AféainstConamittee for public deb&tn development irelation to
other policy areasThe White Papewill alsotake account of the work of an independentidyol
Coherence CommissidiPCC)(Box 1). In September 2008 the commission submittecepertto the
Minister of Environment and International Development covethng most significant Norwegian
policy areas for combating poverty in developing countriess lhoped that the repowill help to
frame the public discourse on developmeaioperationpolicy and will provide a starting point for
consideing several emerging coherence isswdwere Norway has already made efforts to achieve
policy consensusThese includeanvestment (financiaflows, tax havens, money laundering) and
corporate socialasponsibility (in therade area)The most chaingi ng areas for the

7 An OECD report (2008) used this assessment format to discuss institutional changes to promote
policy coherence for development. The report suggested that DAC Peer Reviews should consider the
outcomes (e.gchanges in behaviour) of institutional changes.

8 At the time of the visit to Oslo, this White Paper had not yet reached parliament.
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deliberations have beefisheries and agriculturfe.Some government officials and civil society
representativesoted that the report would have most imgédhere is political consenswnd that
this could be achieved in specific policy ar€lse report is currently subject to a three month hearing
process with Ministries, civil society organisations, indusiigde unions and the general public all
commenting.

Box 1. Policy Coherence Commission: composition and mandate

The commission was composed of highly-qualified members with a wide range of experience and
representing a broad cross-section of stakeholders in development. The chair was Norwegian Church Aid, a
major non-governmental organisation (NGO); Statistics Norway provided the secretariat. The commission
recognised that Norwegian policy has little direct effect on development in isolation, but can have significant
impact through partner s hi p wi th ot hers. Th estacconsider Nosvegampbley amawhdle
to improve knowledge ofi mpacts on poor countries and t o .initesestahdy
freedom of dhoot om.osidter Nor way 6s ai gpecifcalyd Thd eomeissmmp
produced papers on a range of issues and held public meetings to discuss the implications. Topics included trade
policy; business, competition and labour market policy; fiscal policy and efforts of international economic
institutions; migration policy; environmental, energy and resource policy, including food security; peace and
security policy; research and development policy; private sector activities, including corporate social responsibility
and anti-corruption; marine and fisheries policy; and health policy, including recruitment of health workers. In
addition to these policy areas, the commission also looked at institutional arrangements to promote policy
coherence for development in Norway. Although the commission was appointed by the Ministry of Foreign Affairs,
which also provided the budget forthese cr et ar i at @mmissianrekained ildependent in its views and
reporting. Its report was released on 9 September 2008.

Successful risting policy co-ordination mechanisms

According to Stokke (1999)nformal interministerial ceordination occurredthroughout the
1990s.N o r w aMemdosandunf mentions a number of formal and infieal policy ceordination
arrangements between ministries which promgelity coherence. For example, in 2003, following
DAC discussions about policy coherence for development, a network of officials in four ministries
became involved in drafting the 200&hite Paper. More recently, informal networks of officials
focusing onspecific issuebave strengthened theformal intekministerial arrangements.

However, nterministerial policy ceordination mechanisms alone cannot guaranteme
coherem policies. The following examples of environment, labour migrativtadea nd womend s
rights and gender shogome positive outcomes in terms of process rather more mixed results in
terms of overall impact

1 Environment There hadeen strondong-standingco-ordination between the MFA and the
Ministry of the Environmentonthe issue of sustainabilityrhishashad somevisible impact;
N o r w aAgtidrs Plan for Environment in Developme@b-operation aims to integrate
environmental issues into developmeatopeation(MFA, 2006a) The Memorandum notes
that the Commitment to Development Index 20QZDI)** ranks Norway first on
environment.

9 This opinion, held by the Chairman of the Policy Coherence Commission, was shared by several other
respondents.

10 Memorandum of Norway Submitted to the DAC in View of the Peer Review of Norway (MFA,
2008b); referred to as fAithe Memorandumdo in this

11 The Commitment to Development Index by the Centre for Global Development rates 21 donors on

how much they help developing countries to build prosperity, good governance and security. Overall
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I Labour migration An informal network of officials started looking at migratiom 2003,
influenced by EU discussions. Thes&ormal meetings led to a report in 2006 on coherence
in migration and developmefftA projectwas subsequentlestablishedand 15 proposals
are currently being considered. The Ministry of Labour and Social Inclusion recently
published a White Pa&p on ldour migration, whicht akes account of it he
countries. 0o ( Mj2008)sTheCPIl hasrramled Norwayl amand emiace
on migration for several years.

i Trade.The MFA is responsible for both development and trade, which helpsomote
policy coordination between the two issues. Timanistry also meets with other
stakeholderssuch as business and NG@a interministerial group on trade also meets
irregulaty and, following the WTO Ministerial Conference in Doha 2001, dle&ve been
ongoing discussionsn, for example, trade and agriculture. Norvedso produced aaction
plan Aid for Trade(MFA, 2007a).Neverthelessthe CDI rankedNorway in penultimate
place for its policies otradeand development

T Womends r iemdérteguality Fodr migistriesi the MFA, Ministry of Defence,
Ministry of Justice and Police and Ministry of Children and Equélityork together and are
responsible for théction Plan on UN Security Council Resolution 1325

PCD is a twoeway street so eachrelevantministry has something to gaigeekingwin-win
situations is an effectivevay of achieving inteministerial policy coherencélypically, successful
inter-ministerial ceordination involves circulatig discussion notes on specific issuesgetings
between officials andninisters agreeingthe way forward, andlevelopingan action plan.The
examples aboveuggesthereare specific conditionsinderwhich interministerial arrangements can
be mosteffective. In the case @fid fortrade, the @quirement to enter into international negotiations
and strong teamworwithin the MFA were important in promoting poficoherenceln the case of
labour migration, an informal network of officialsommitted to ensuring coherence between
migration and desfopmentpoliciesworked together tachievea specific goalrather than identifying
potential conflicts at the policy level and then trying to resolve them. In the case of the environment,
there is a strong political imperative for-oodination® Currerily, the Minister for International
Development is also the Ministéor Environment, whicHacilitates ceordination between the two
ministries.

The previous Peer Review suggewhblea gotemmedt Nor we
mechanism to strgthen the inteministerial ceordination arrangements. This did not happere Th
Foreign Affairs Committebelieves that a more strategic approach is needed and that policy coherence
for development should be more institutionalised than at present. Wifdemal networks are
essential, officials working in these networkse aware thatvorking in isolation without clear
strategic priorities couldallow them tobe drivenby media headlines. Theolty Coherence
Commissionrecognisesn its reportthat Norwg needs to consider the systemic requirements for
improving policy coherence for developmerid has beerooking at ways to strengthen policy-co
ordinationand exploringvarious institutional models in other countriétshas taken into account the
OE CDwak in this area. Although there is consensus on the broad visio®DA, some

Norway ranks third. The CDI also ranks Norway first on security and sixtmwstiment. Norway
has shown greamprovement since 2003.

12 Recent work by the OECDn policy coherence for development, including a chapter on the
institutional aspects of migration and development, can be found in OECD (2008b).

13 See Stokke (1999), who also argues that the environment is such an important issue for Norway that
nationd research was reorganised to give it more emphasis.
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government dvisors, academics and commissine mber s ar gue t hat Norwayaos
always be constrained by the lack of a more strategic frametivarkakes aaunt of development

across the system. farmulatingits recommendations, the commission has therefomeideed: how

to strengthen the arrangements for resghontential policy conflictshow toincrease the authority to

demand information from otheministries and how topromote positive examplesof win-win

situations In its report, the commission recommends that the MFA is given a mandat®tdicate

policy coherence for development across ministries, and that a unit to do this is set ughevithiEA.

The need to strengthen ranitoring, analysis and reporting
Monitoring

The lack ofmonitoring of interministerial policy coherence is a recognised weakmnédhe
Norwegian systemThe MFA does notcurrentlyap pe ar to moni t oriativest her
systematicallyfor PCD. No single ministry has designated responsibility for this and consequently
there is a lack of capacity for monitoring coherence. Nor does theseemto be sustained external
pressureas civil society does not appear t@ypa significant role in monitoringCD either. The
commission has recommendd improvements inmonitoring and feedback into policgnd has
proposed in its report that monitoring and evaluation be overseen by a permanent committee including
with members fom civil society and industry. It has also proposed that monitoring and evaluation be
undertaken by independent researchers and research centres in dewelopings But it is not clear
who will hold oversight responsibility fomonitoring The monitoing and oversight function needs to
be in a eutral spaceothe partyresponsible does not have a vested intef@st option may bé¢o
enhance the responsibility for policy coherencegih e Pr i me Mj whiclshtazag@od of f i
overview of governmenpolicy. This could be complemented by a dedicated in the MFA as
recommended by the Commission.

Analysis

The administration hassome analytical capacity of PCD issues but this requires some
strengthening.Ministries can undertake the necessary work tb anr m Nor way & s pos
international negotiations critical areasor to develop action plandn general, Norwalso has
strong development researcapacity However, institutional capacity for lorigrm analysis and
research intd®CD issues appeat® be lacking, and there may also be a need for a robust method to
trace policy coherence impacts

Reporting

Given the recognition that the current approach to developmast bebroader than aid, the
General Audit Committee could follow up on policpherence for development and the Foreign
Affairs Committee in Parliament could prees an annual repomon the topic The focus oNorad s
resultsreport in 200lwas on Nor way 6s ¢ on t(Norad, 220d),dout thisonlyg ! o b a
considered aidpolicy. Norad has nocurrent mandate for broad policy coherenceevaluations
However,asNoradis focusingclearlyon results and working with the State Auditatsmay have to
lookbeyond aid to respond to the governmentds bro

14 These views are also corroborated by an evaluation by the Research Council of Norway (2007) and
(2008), see Chapter 4.
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Future considerations

)l

Norway has worked to improve policy coherence for development in several areas, but has
not yet developed an overall approadiere is a need for institutional mechanisms for
analysis, monitoring and policy feedback to delivebitsad vision.

The governmentcould consider commissioning an independent annual report to focus
attention on policy coherence for developmébrway should also consider including in
Noraddés evaluation mandate t he aluatiesnk. of comm

The governmentould consider the location, mandate and authority of an institutional focal
point for PCD This positioncould be responsible fglanning, analysingotential areas of
policy conflict, commissiomg longerterm studiesco-ordinating research, analysirend
monitoring and champiang PCDamong the ministries.

To increase longeterm research on policy coherence for development, the Ministry of
Foreign Affairs could consider collaborating with the Norwegian Reke@ouncil on hw
to engage with research institutiansaddress this need
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CHAPTER 3

AID VOLUME, CHANNELS AND ALLOCATIONS

ODA volumes

I n 2007 N ooffiocrala develspmenteassiance (ODA) amounted to USIY27million,
representing 0.95% of its gross nationabime (GNI). Tlis is thehighest percentage all DAC donorsand
Norway isone of only five countries texceedhe UN target of 0.7%.

Norway should be commended for having surpassed the 0.7% figntinuously for more than
30years, and has in fact segelf a higher goal of 1% ODA/GNI. Although it fell just short of this aim
in 2007 it did achievean increasever its 2006 level 00.89%. Moreover, thse percentagesre
only part of the story. Since Norway is tiveo r [fifth dasgest oil exporr, and with oil prices and oil
revenues helping to drive up Norwegian GNI, ODA has inegtagnificantlyi up substantiallyfrom
USD 2954 million in 2006 to USD 327 million in 2007 Figure 3. The DAC also commends
Norway for budgeting to reach its 1% ORI target in 2009 in a climate of global financial crisis.

Furthermore, Norway is in the enviablesition of havingbroadpolitical and public support for
development assistance. There is almost full epasty political support for the 1% target ampdytly
as a result of state oil revenues, Norway does not face quite the same level of p®sume other
donorsto channel spendingo other usesFor Norway,the challenge is not tassignsufficient
resources taevelopment assistandsut to use and mana@ these resources in the most efficientl an
effective way

15 One percent ODA/GNI is unlikely to be achieved in the context of risingridles due to the
mechanism for calculating the development budget ex ante and a lack of upward correction to the
development budget in the current year to take account of rising GNI beyond the budget forecast.
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Figure 2. ODA net disbursements, 1992-2006

Total ODA levels in real and percentage terms
At constant 2006 prices and exchange rates
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Aid allocations

The MFA has no formal strategy or system filocating funds tahe different aid channels
Broadly, there tends to be thregys that funding choices are adjustéjl:priorities defined in the
political platform (Soria Moria); (ii)}current spending, based upon historical precedent, is modified
here or thergloosely based on need and opportunignd (iii) political initiatives and prioritiesre
introduced one by onge.g.the new budget line for gender equality, the r@ivfor Development
programme, mincreasedocus on Afghanistan and tiRalestiniarterritories).

Furthermore, the humanitarian assistance and global fund budget lines also alter the overall
pattern of spedling, and the choice of partner countries may change based on the political conditions
and opportunities kzountry. This flexibility in the Norwegian system and the ability to add new
initiatives is promotedby the MFA as a very positive policyWith groning ODA, Norway is
managingo mainain its current commitmentsghile responéhg to emerging needsiowever,with no
overview of needs and prioritiétsis not easy to see the best uskas been made of different funding
channelgo achieve these objeets.

Overall, the share of funding touttilateral organisatios has decreased slightlthe share of
bilateral aid has fallen anearmarked multateral aid hasriselhccor di ng t o Nor way 6 ¢
(MFA, 2008b):° in 2006 28% of funds went through tbere multilateral channela figure that has
remaired steady forthe last fiveyears Over the same period, bilateral aid fell slightly from 50% to
45%, andearmarked mulkateral aid rose from 17% to 22% . While the importance foearmarked
multilateral aidincreasedthe nature of this type of aid has alter@the provision of earmarked
multilateral aid to specific countriea popularapproachlO years agohaslargely beenreplaced by
earmarked multateral aid for themes or sectors.

16 Used here because they also show nrhiléteral figures.
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Bilateral aid

According to Norway, only 18% of itotal aid is programmed at the field level by the emiesss
Other parts of therogrammewhich somdimes count as bilateral giduch as thematic, humanitarian,
aid to nongovernmental organisations and mibliiateral aid are planned and programmed by
headquarters. Consequentigdividual embasgs may have limited knowledgeof all the different
channels oNorwegianaid that goes tthe countryin which they are located his raises challenges of
predictability and accouability. Embasges arenot able to give partner governmgiat consolidated
view of all the fundinghey can expectwhich makegartner planningnore complexAccountability
is underminedbecause whilehe embassy imainly responsible for the diit deivers and forassisting
the partner governmenb track and accountor that aid,there is no consolidated accountability
mechaism for the totality of Norweagn aid gang to a given country.

Lack of geographical concentration

In 2002 Norway categoésl its recipient countries as eith@main partnercountrie@orfi ot her
partner countrie®. For koth categories Norway envisaged lonterm, predictable development
co-operation but for the lattercategoryNorway hadflower ambitions as regards participationthe
developmentco-operation dialogu®.’” Since the2004 Peer ReviewNorway has reisited this
categorisation and no longer differentiates between partners as the system wakidapprepriate
and inaccurateln the past eight years, widopment asstance has increased tremendouslyeal
terms so Norwayas beerable to add new partner countries to its portfolio without removing®any
Fighting Poverty Bgether(MFA, 2004)lists themain factors that play a role in choice of cury:
least developedountry statuspoverty orientationwillingness to pursue policy orientated towards
poverty eduction, relatively stable p&la situation and contribution twegional stability and
development.

Whereas previously Norway had fimain partnerd and 17 fiother partneig it now has 28
partner§’i 15 in Africa, 11 in Asia, ad 2 in Latin AmericaTable . The rationale for this change is
that the distinction between the different categories had gradually disappEBaved 199599 to
200506 the percentagef Norwegian bilateral ODA going to its top 20 recipient countries remained
stable at 68%, while the DAC average during this period grew from 74% to 80%. Similarly, the
percentage of bilateral ODA going to its top 10 recipient countries wasid1%959 and 48% in
20052006, while the DAC average grew from 53% to 62%r(exB, TableB.4).

This geographic dispersal of aid causes some concern, notabiy pattiament that resources
will be spread too thinhandimpactdiluted The f | ex i bi | ODA wystenf expNiostieay 6 s
lack of concentration budget lines and initiatives such as humanitarian assistanceQithior
Developmenprogramme and, perhaps next, the new forestry initiative, bring pressures to work in new
countries.

17 Memorandum (MFA, 2008), page 6.
18 However, decisions to scatwn in Bangladesh and Vietham have been taken.
19 27 embassies, plus Mali as a delegatedperation with Sweden.
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Norway's partner countries

top ten recipients of Nor:

AFRICA ASIA LATIN AMERICA
Angola Afghanistan (5) Guatemala
Burundi Bangladesh Nicaragua
Eritrea China
Ethiopia India
Kenya Indonesia
Madagascar Nepal
Malawi (9) Pakistan (8)

Mali Sri Lanka (7)
Mozambique (4) Vietham

Nigeria East Timor

South Africa Palestinian Territories (2)
Sudan (1)

Tanzania (3)

Uganda (10)

Zambia (6)

In terms ofthe regional distribution of assistance, in 2006 Norway disbursed 52% of its bilateral
ODA to Africa, 23% to Asia, 6% to Latin America, 10% to the Middle East and 8% to Europe.

Al t hough

N o r vica ig abeve thé DIAC bveragl 6f 47%, following the G8 lead, Norway

pledged to double aid to Africa from 2005 to 20B@wever, here has been no discernible change in
real amount$ gross disbursements to Africa were UBDImillion in 2005 and USDY77million in
2006° (AnnexB, TableB.3); therefore Norway has plenbf work to do in the next twgears to meet

this objective.

Norway has increased its focus on low income countriesl n

2006, 60% of Nor

ODA went totheleast developed countd€LDCs),up from the 53% recorded in 20@5d more than
double the DAC average of 26%. If other low income countries are included, Norway disbursed 69%
to these two categori@s 2006 well above the DAC average of 56%.

Priorities and sector concerdtion

As described ilCh apt er

1, t he

g o v e r nfiive plis oréaeyvelogneaf i n e d

assistance priorities araleven other traditionally important priority areas. These are broad priorities
and include a mix of sector thematic and crossuting issues There are no statistics to verify if

Nor wayoés

fundi ng thesegsidities. s e ment s

refl ect

DAC statisticswhich focus onbilateral aid tosectorscannot break down total Norwegian
spending to show theeVel of concentration on the spriorities The data (AnnexB, TableB.5)
demonstrate that Norway puts a strong emphasis on social infrastructure and services. The percentage
of gross bilateral disbursements to this sector rose from 35% irAPE548% in 200-04. In 2005
06 it was45%, well above the DAC averagof 33%.The percentagspert on government and civil
society rosebetween1995 and 2M@4, but hasremainedstatic ever since. In 20086, the rest of
Nor wa ps3 bilateral disbursements includ& to econonu infrastructure ash services, % to
production sectors, 10% to mugiectors, and 16% to humanitarian aid. Titerfigure is particularly

highi double the DAC average of@8i ard

ref |l

20 At constant 2006 prices and exchange rates.
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notabl e i s Nor wa $% fer actian relating to debt,fcongpared éo a ®AC average of
25% Thisis because Norway advocates that bilateral debt relief should be additional to ODA and thus
doesnot report bilateral debt cancellation to the DA®e only part of actions related debt which is
reported is support to multilateral delaincellationinitiatives In generalsincethe last peer review in

2004 (the statistics show 2004) there has been little shift in the share of gross bilateral
disbursementthatthe differentsectas have received.

Multilateral aid

Norway is a strong supportef the multilateral system. In 2006, 2%8of its gross ODAwvas
disbursed as core contributiotts multilateral agenci a slightly higherproportionthan the DAC
average of 24% and a shdhat has been fairly steady for the laStyears.The World Bank is the
largest recipient of Norwegian multilateral ODA,daNorway currently sits ontheaBh k 6 s boar d
behalf of the NordidBaltic countries.

Howeveri t i s Nor way 6 s Ncthamistpropoltienatéligher than in tndsteothes
donosdportfoliosi Norway is the fith largest donor to the UN and 16% of its gross ODA goes to the
UN system compaed to a DAC average of 4%. Norwiahigh leve of supportdemonstras its
backing fo the UN and what it stands fprand is not solely a way of achieving development
objectives. More than half of the UN contributions are disbursed through two agencies, the United
Nations Childrends Fund ( 30%) and 27f0g whilenthet ed N
remainder is disbursed through the United Nations Population Fund, the World Health Organisation,
the World Food Programme, the United Nations High Commission for Refugees and othersBAnnex
TableB.2).

In recent yearsthe Global Fund$have seen the greatest increase in Norwegian multilateral
assistance with the largest recipients in 2006 being the Global Alliance for Vaccines and Immunisation
(NOK 499million), the Global Fund té-ight Aids, Tuberculosis and Malaria (NOKL7 million) and
the Education for All Fast Track Initiative (NOROOmillion).?* Another trend has been the increase
in earmarked mulkateral contributions. Norway gives both core and earmarked contributions to
multilateral organisations and although the core has réneal steady and substantial, increased
funding has often been earmarked. In the past, much eftimearked mulkateral aidprovided by the
MFA was country specific, but now it is more likely to be sector or theme specificc h as f or ¢
education, gnder equality or environmenEmbassies, however, continue to provide support to
country specific interventionsAc cor di ng t o Nor waeaynmarked owlkiderals t at i
assistarzlzge rose from NCQK440million (16.9% of total ODA) in 2003 to NOK 141 million (21.9%)
in 2006

Norway has no overall strategy for engpwith multilateralorganisatios, preferring toremain
flexible, although it does discuss its methods and aims for its interacwdth multilateral
organisatios in its annual repts. The challenges for Norwayiven its large commitmento and
investment in themultilateral system, are to develop a performaiesed allocation system, and to
helpthe multilateralorganisatios increase their efficiency and effectiveness, and thereontribute
to better development outcomes. To this end, Norway is one of the donors at the forefront of efforts to
improve individual UN organisations, and also to bring about greater harmonisation and
rationalisationwithin the system. Notably, it isne of ten donors who participate in the Multilateral
Organisations Performance Assessment Network (MOPAN) which delivers an annual assessment of

21 Norway 6s own figures (MFA, 2008b, page 18).
22 Memorandum (MFA, 2008b, page 14). NOK = Norwegian Kroner.
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the countrylevel operations of selected multilateratganisatios. Also, with Prime Minister
Stdtenberg asa member of the UNHigh Level Panel on System Wide Coherendéorway is a
prominent supporter of the UN Delivering as Qeéorm agendaThis tackles fragmentation of the

UN and runs pilot initiativesinvolving fione progranme , one budge fortkerJdlinone |
eight countries. As Norwegian ODA continues to grow dast pace, and as increased use of
multil ater al aid channels can be-udgehbect ed, Nor w

Aid to Norwegian non-governmental organisations

Non-governmetal organisations (NGOs) and in particular Norwegian NGO8 play a
prominent and important role indkvegian development assistance, andals® a way of maintaining
public supportAccor di ng to Norwayébés own st attassistanceis, o0V €
channelled directly through NGOs (33% if research institutions are inglu@led majority of this
funding is humanitarian assistance provided by the MHAis isa high figure compared to other
donors. The bulk of this funding, 24.5%oesto Norwegian NGOs, wittanother2.9% going to
international NGOs, and 2.7% to local NG@s developing countriesFurthermore, the aid is
concentrated in the hands of a few main NGO partrigie top fivei Norwegian Church Aid,
Norwegian Refugee CouhcNor we gi an P the Ndwedas Redl iCbsand Save the
Children Norwayi togetherreceive56% ofNo r wa y dassistdriééd

The MFA and Norad have close relationships with their NGO partners. Despite some Norwegian
NGOs receiving over 90% of theinriding from the government, the generally progressive and open
nature of debate in Norway ensures that NGOs enjoy a healthy level of independence and room to
critique the government. NGOs like the open and frank dialogue they have with government and they
also generally welcome tlinegh degree ofiexibility of the system enabling them teceive multyear
core and thematic funding asell as project fundsFor example, funding may be given for
expenditure on human rights, the environment, or gender gqualit there is plenty of flexibility
over how to use those fundathin the broad categorisatio®n the other hand, as funding can come
from both the MFA ¢.g.humanitarian, transition, peace and reconstruction) and Norad (responsible
for the longtermcore and thematic funding) and from more than ten different budget lines often with
different procedures, the system can be confusing anectimsuming for NGQOs

Furthermore, although some guidelines on government engagement with NGOs are set out in the
annual budgetthere is nooverall policy. The government is tackling this aNdrad is currently
drawing up strategic challenges aedisng NGO guidelinsfor its longterm development support to
build civil society, which will be presented to represgines of civil society (both Norwegian and
Southern) for comment before being finaliséw.addition tooutlining the aims and objectives of
funding to NGOs, thee ardikely to confront two other issueB:increasing the focus on resulend
ii) increasing the use of more locAlGOs. NGOs are aware that funding needs to be linked more
closely to results, budrealso demanidg moreassistancé developing the tools to help them do this.
Along with a greater strategic approach to N@Gferaction the faus on results and enhanced
engagement with loc&GOsis laudable.

Cross-cutting issues

Women and gender equality

Norway has a | ong history as a defender of
equality. There is full political suppoffor this stance, and Norwag onsi der s it sel f
champofondhe issue. The commit ment to womeno6s r

co-operationfeatures heavily inFighting PovertyTogether(MFA, 2004, and is one of the five
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priority areas explitly listedi n t he MFAGsSs budget proposal for
outlines its intention to be a bol d eebd@mpivon of
action plan thasets out four thematic priority areas (see below). Themne doubt that Norwagives

this issue higlpriority. It makese f f ort s to i mprove the inclusion

rights and gender equality in its developmembperationactivities, and it lobbies arablvisesothers,

including multilateralorganisatios and other donors, to do likewideespite this during thePeer
Reviewf i el d mi ssion to Tanzania there was Ilittle
issues and scant evidence of any real attention given to thigsesudnnex D)

There are four action plans relating to women and gender equality:

1). Action Plan for Womenédés Ri ght €ooperatibn2@®&nder [
2009(MFA, 2007b)

2). 2006 Action Plan for the Implementation of UN Security Council Resolution 1325 on
Wonen, Peace and SecurifiylFA, 2006b)

3). 2006Third Action Plan on Human TraffickingIFA, 20062009)
4). Action Plan on Female Genital MutilatigMFA, 2003) whichwill be continued until 2010

The 200/09 Action Plan has four Imadmp opweironreintti,e sw
economic empowermensexual and reproductive health and riglated tacklingviolence against
women. In response to the criticisms that mainstreagpmgler equalityas failed to be implemented
systematically and has failed to deli, the action plan outline§: targeted effortsincluding a new
women and gender equality budget fiethe allocation of sufficient resources and an increase in the
percentage of fundingvith wo menés ri ght s @asthle pdgnery drea wsieignual ity
objective and iii)a clearer, more explicit mainstreaming strategy. Abton Plan on UN Security
Council Resolution 132 the responsibility of four ministries (MFA, Ministry of Defence, Ministry
of Justice and Police, Ministry of Childremca Equality)with Norad ceordinating,and outlines a
range of activities in terms of national measuamd efforts to influence NGOs and multilateral
organisatios to ensure progress on the objectives of the resolution.

Norway has also taken a number ather initiatives. It has appointed a Gender Equality
Ambassador, has increased funds for UNIFEM fourfadactive int h e D Aedérsetand has
beendoinga significant amount of work witultilateralorganisatios. Norway was a key backend
majorfunderoftheWor | d Bankds Geé GahderEqualitytaSnoart EdhdmécgWorld
Bank,2005) It has led international efforts to implemertall fromthe HighLevel Panel on System
Wide Coherence fomore coherent and better funded UN attim gender equality. Also, a-chair
of the Doha meetingn financing for developmenNorway is committed to take gender equality
forward as a funding priority for the Doha discussions and outcome docuhhemtay has also
increased its gender equality feed aid as reported usinghe OECD/DAC genderequality policy
marker(Table2).”

23 The gender equality policy marker system is a useful indicator, but it only measures inputs, not
outputs or results. Also it does not measure the extewhich gender equality issues are integrated
into programmes and projects.
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Table2. Nor waydites mpport gender equality ana05wal2@® 6s empowe.

USD million, current prices

2005 2006
Principal objective 55 79
Significant objective 253 363
Not targeted 1085 1260
Not screened 0 0
Total sector allocable aid 1393 1702
Gender equality focused aid** 22% 26%
Total non-sector allocable aid 555 951
Aid to woméehods equa 23 19

However, there remains room for improvement. TB804 Peer Bview acknowledged the
priority given to the issue and the efforts mauiat, also highlighted some weaknesses in the system.
These weaknessagere echoed irEvaluation of the Strategy for Women and Gender Equality in
DevelopmentCo-operation (19972005 (Norad, 2005a This report suggested that Norway was
receptive to gender amstreaming in policy goals and mentioning gender equality as aartisg)
issue in important country and programme documents, but that the balance between mainstreaming
and targeting had not been systematically addressed. It said that political w@mmiteeds to be
translated into making gender equality an active and visible part of country dialogue, programming
and reporting. It also recommended setting up a fund for analytical and catalytic work on gender
equality, more training and more reporting the issugand undertaking specific work to address
gender equality in new aid modalities. Furthermore, it statedniitaénoughhuman resourcelsad
beencommittad to pursuinggender equalityand proposed the creation of a dedicadaimenand
Gender Huality Unt with a full-time gender equality advocate positidhalso recommendethe
creation of a thematic netwqr&nda gender focal point iambassies.

Partly in response to thieeer Review and the evaluation critiques, Norway hasgsessed st
policy and practice and recently producedport Noll (20072008) to the Storting On Equal
Terms: Wamenb6s rights and gender (MEA 20a&).iCtainingiittobd e v el o
the only donor White #p e r on womenods r i g Ndrvay ackmalvledges rthdte r e (
although it traditionally has a strong focus on the issue siffdited to deliver fully. The Whitedper
sets out Nor wayb6s det er nsirights arid gendett equalipy @ sultturaflyo r wa r «
sensitive and careful amner. It underlines that progress must be made on this issubidge the
MDGs (particularly MDG 3 gender equality, MDG 4 reducing child mortality and MDG 5 improving
maternal health). The paper states that gender equality must be considered irctallcdsperwegian
development policy and that there should be an increase in the percentage of development funding for
gender equality activities. It also declares that Norway will work closely with multilateral
organisatios to increase their emphasis anttputs on gender equality. In the Whitager Norway
admits that implementation has not been systematic enough and it undertakes to set up a coherent
framework for followng-up action plans

24 Percentage of sector allocable aid. Activities not screened against the gender equality policy marker
have been excluded.

25 Since 2005, the fiwWombasi bedavekppmertdobyedtSappo
organi sations and institutionsod within the AOthe
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Clearly, at the policy leveNorway isone ofthe leathgdonos i n efforts to ad:¢
rights and gender equalitit is striving hard to improve its own efforts as well as pushing forward the
international debate and lobbying others. Norway prioritises wénserd gender equality and has
taken pro-active step to respond tocriticisms and recommendatiotsy making changes and
launchingnew initiatives The challenge now is to implement these efietyi and get results. In
addition toefforts to improve mainstreaming it has introduced a targeted women aner gejuglity
fund, and this mix obpproacheshould help prevent the gender equality fofrasn disappearing
However, there is still plenty of room for improvememith only a small team in the MFA and three
staff in Norad dedicated to increasing thedmrequality focus of activitiesesources remain limited
Technical knowledge is spread thinly across the organisations and geasity is still often
considered as a postscript aftlee formulation of projects and programmes, rather than beirydalct
in at the beginningT hi s was the case i n Tanewonmean d swhreirgehth
gender equality appeared to be an afterthought and there was litHetjwe or specific focus on this
issue. Furthermore, ¢ne needs to be more thing on how the policy is institutionalised and how
reporting and accountability are delivered. Also #ution phns have increased demaindm the
embassiefor expertise on gender equality, but the capaoityeliver this remains weak.

Climate change ad environment

Norwayod6s policy on environment i Aghtiag Pdvertye | o p m
Together eport to parliament. This states clearly t
and natural resources is a crucial prerequisitf o r devel opment 0. |t dr aw

equitable distribution of the consumption of natural resources and improving living standards in poor
countries, and recalls the international commitments to the environment set in Agenda 21, the Rio
Conwentions and the Johannesburg and Millennium Summits. The broad policy is translated into an
action plan for environment in developmentageration, approved in June 2006 covering the period

up to 2015 which points to four thematic priority areas for Ngrdas wo r K :

sustainable management of biological diversity and natural resources
water resources management, water and sanitation
climate change ancteess to clean energy, and

= =4 -4 -

hazardous substances

The main effort will, according to the action plan, beedied towards the first priority,
biodiversity and natural resources. Furthermore, the action plan makes clear that the environment is
bothacroscsutting issue, stating that Afenvironment a
development c@perat o n 0 , and a separate s eopetation that baser i n ¢
sustainable management of natural resources and environmental protection as its main goal.

The country reports in the 2006 annual report provide some evidence that the environment is
included as a sector in country programmes, such as support to: the National Forest Authority in
Uganda, Mal i 6s efforts to decentralise natur al
management in Tanzania. Environment is also taken gdouat in other sector programmes such as
the agriculture programme in Malawi.

Many other programmes, however, do not mention environment specifically, and it is also
difficult to assess the extent to which environment is considered systematically bsémee of clear
guidance such as impaassessment todfs While the policy states that all activities should be subject

26 There is a requirement in the Developmentdperation Manual for assessment of sustainability,
including the environmen
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to impact assessment, it states that this is the responsibility of the recipient. While it would be prudent
to apply national impact asssment legislation or regulations where they exist, it seems insufficient to
leave such assessments to recipients who may not have adequate regulation on the books or indeed
enforcement capacity. The policy also states that Norway places importancesomagee issues and

will support building capacity for impact assessmént®wever, it is not clear how and where this is

being done.

In addition, there is a limited number of environment or natural resource specialist staff positions
in both the Ministy and Norad, and even fewer in the field, and it is, therefore, difficult to envisage
how such an ambitious action plan could be fully implemented. It is a major challenge for Norad to
provide adequate support to field staff. The government is deployirgpstialist§ to five African
countries which will go some way to supporting the environment objectives. It was not clear to the
team what would béhe impact of the minister being also the minister of environment. However,
without sufficient expertise, dfway runs the risk of having ambitions to be a leader in the
environment and development area, but ending up with more rhetoric than action. It is, therefore,
positive that Norway intends to conduct a #fedm review to assess necessary adjustments to the
action plan and that a full evaluation is planned soon after 2015. Norway could usefully share the
outcome of both exercises with the DAC.

With additional resources available to developmentoperation in 2008, the government
announced new initiativesiclimate change, reducing deforestation and forest degraddtiors,
climate change replaced biodiversity and natural resources management as the top political priority.
Norway will work on three main issues:icreased bilateral eoperation on cleaenergy in Africa,
Central America, the Amazon, and Asia (to help developing countries reduce emissions and increase
their ability to join in future emission schemes after 2012, the end of Kyoto Protocol commitments);
i) support for climate related reselaytechnical capperation and the private sector, andsiipport to
multilateral initiatives. While the emphasis has shifted, the climate change objectives were outlined in
the policy documents as well as the action plan. One concern is how suchashifts absorbed at
country |l evel, though much of the funding is |
prime minister also announced, in 2007, an increase in annual funding obQ¥®Mllion for the
prevention of deforestation of rainfémts. The programme will be based at the Norwegian Ministry of
Environment with funding going through multilateral organisations and global initiatives. This
initiative is still in the early stages and there is yet no clear strategy for how the fundse will
programmed or implemented. It is positive that Norway seems to be reaching out to other donors with
similar initiatives to join forces and amrdinate activities.

It is positive to note that Norway pays attention to policy coherence in the area roinemest
and natur al resource management . For exampl e,
regulations for timber sales should be based on internationatgimtiernmental arrangements that are
founded on multilateral agreements or convar#ieo as to not unintentionally affect poor countries
that are engaged in sustainable forest managemdmnwhamse income derives from timber expdfts
Other examples are implementing patent directives to benefit developing countries, and the budget
propostion for 2008 spells out the coherence thatsdedd be achi eved bet ween
climate policy and its sustainable development ambitions.

27 Four are energy specialists with a mandate to follow up the new clean energy initiative launched in
April 2007.
28 See the Fighting Poverty Together (MFA, 2004), section 3.6.
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Future considerations
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)l

As a midsized donor engaged in development, peace building, state building and
humantarian workNorway could @velop a strategy for latating the extra ODA volumes

(in terms of channels, sectoand countries)With a significant proportion of the extra
resources flowing through various bilateral channels into pacmantries Norway should
consider a moréntegrated strategic and explicitapproach at the country level to ares
synergy and optimum impact.

Norway should manage carefully the increasing geographical spread of .itslcaigay
should take care not preadts resoucestoo thinlyas this couldessa its potential impact.

Norway is commended for being a strong supporter of multilateganisatios, as well as
being at the forefront of efforts to reform and increase the efficiency and effectiveness of the
UN. Norway coud consider developing an overall strategy to guide multilateral spending.

The introduction of a revised strategy to guide Nérad appr oacinm the o N G(
development fields welcome. The intended focus on results and the increasing use of local
NGOs B 0 be encouraged. The approashould also ensure increased clarity and
simplification of the funding systems for NGGy amalgamatingor at leastincreasing
co-ordination of, the many budget lineShe NGOs should be supported further to build
capacity rguired to meet thkegitimate demanly MFA/Noradthattheydemonstrate.

Norway should be commeadd f or i ts robust stance on wom
but needs to continue to ensure that its rhetoric becomes réfhije recognising that

Norway treats crossutting issues as thematic priorities in their own righshiould make

certain that its gender equality polityinstitutionalised, has sufficient resources andure

gender eqality is considered systematicalt the early stagesf, and throughout, its
programmes and projects.

To implement its ambitiaal environment action plan, Norway neddsassess its current
specialist staff resources to bring them in line with the objectives outlined in the plan.
Norway could usefully make morexplicit how impact assessments are to be done and
validated, especially since the implementation rests with the recipient.
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Chapter 4

Organisation and Management

Organisational reform: clarifying roles andcreating unique challenges

The positive impactsf reorganisation

The 2004 reorganisation of the Norwegian aid system was part of a paojeet to modernise
thecivil serviceled by the Ministry of Government Administration and Refoftaaims were to make
public administration more effective ataimprovepolicy coherence between institutiohgithin the
aid system, seval organisations were involdeDevelopment policy and foreign polieére now fully
integrated within the Ministry of Foreign Affairs, which has becdhgelynchpinof the whole gstem
The embassiégole in managing bilateral aih partner countriebas beerstrengthenedNoradhas
beenmadea technical directorateresponsible to the MFANorfund, responsible for private sector
developmenthasbemme totally independent &forad>°

A key element" of the reformhas beerto streamlinethe MFA, whosenew organisatioal
structureis shown inFigure 3. The main development departments are the Department for UN, Peace
and Humanitarian Affairand the Department of Regional AffairsdaDevelopmentHowever,given
N o r w adnpdi slevelopment vision, the Department for European Affairs and Trade Policy and the
Department for Security Policy and the High North also consider the development implications of
trade and security respectivelJhe reorganisatiorhas reducedthe number ofdeputy secretay-
generas and departmentgut more emphasis on political aspects of aid management by appgant
Political Director’ and creada Policy Analysis Unit.

The current development agenda recisehigh degree of flexibility, &toth country level to
respond to the needs of partners and at central level to implement an expanding government agenda
for the development eoperation programme. To introduce flexible working across formal
departmentaboundaries, the MFA and Norad have established teams or networks to take on specific
tasks and initiatives. For example, the Policy Analysis Unit I¢aelseam draftingthe forthcoming
White Paper. There is also a network for promptiender equality aoss the institutions with focal
points in the MFA and Norads well as intedepartmental country teams in Norddere are other
exampleswof the MFA or Noradsetingup st eering committees,whidh manac
can also help promote policpherence for developmestross ministries.

29 Nor adds status has changed s e vstablished at i aparateo v e r
implementing agency, Norad was then integrated into the MFA, then separated out again.

30 In addition, the Norwegian Peace Corps (Fredskorpset) became constitutionally responsible to the
Minister of the Environment and InternatadnDevelopment and reports annually to the MFA. The
Foreign Service Institute, responsible for staff capaeityding, was taken out of Norad and
integrated into the MFA.

31 This had been noted by the 2004 Peer Review, which also saw the reorgansdtignihng t he MFA
improve its delegation procedures and the division of labour between the embassies and
headquarters. o

32 The 2004 Peer Review also suggested greater attention to the political aspects of development.
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Figure 3. Organigram of the Ministry of Foreign Affairs
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Figure 4. Norad6 ®rganisational structure
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Good corporate governance has involved maintaininghepiendence of certain functions while
simplifying organisational arrangemenkr example, the Oil for Development initiative (Chapter 6.
Box 3) has separate steering arrangementssahdsted by Noradince it is concerned with advice
and support ratliethan direct investmeniThe reorganisation haaso clarified responsibilities for
promoting private sector activities in developing countridgrad is responsible for managing grant
support for feasibility studies and institutional collaboration owgbe sector developmertiorfund
which is a development fund owned by the MFA, is responsible for managing the grants, loans,
guarante€d and other hybrid instruments for private sector development.

Overall,those withinthe system perceive many pogitioutcomes fronthis reorganisationThe MFA,

Norad and the embassidsmave become a weihtegrated system able teespond tot oday 6 s
developmenthallengesandensuringmanagement flexibility. In the MFA, country teams can respond
flexibly to embassylenands whoseauthorityhas increased followingecentralisation and whose role

is to support the countigvel partners.Norad isthe an entry point for contracting Norwegian
development expertise and provides quality assurancethier flexible system. Fuhermore,
reorganisation has enabled the MFA to respond to various political initiativest @nilidingpolitical
micro-managementlt would be useful for Norway to share its experience of the benefits and
challenges of the aid reorganisation with othemats.

Some remaining challenges: clarifyingples

The MFA has not yet full reviewed its reorganisationbut theMemorandum(MFA, 2008b)is
candid about some of the challengesich remain The roles of policymaking, implementation and
knowledge provi®n havenot yet been fullyclarified in the Norwegian development systéhizor
example, Hhough decentralisation means the embassies deal with céewty relations, the
headquarterBas becomenoreinvolved in somenicro-level aspects of aid managenten

Furthermore, the need to spend increasisigmes ofODA hasunderminedsome reform aims.
For exampleNoradstill has significant grant management activities even though its role has shifted to
core knowledge management and supgbBitjure 4) This is because the increase in global and
multilateral activitieshasput pressure on t he MFASGRavioghpradtoi t y f ¢
fill the gaps in capacityResponsibility for managindNGO grants is sharedetweenthe MFA
(humanitarian action) and ddad (dvelopment) Also, Norad is responsible fatommissioning
development research but often appears to act as if it were responsibheléotakingdevelopment
researchthus competing with research institutes and universities for funbiso r alkshawedge
management roltherefore needs to be clarifiaddshould be to bridgthe gap betweedevelopment
researchers and the MFA.

33 In addition, the Norwegian Guarae Institute for Export Credits (GIEK) has been operating for over
70 years and has its own board, management team and audit committee.

34 Hagen and Sitter (2006) provide an interesting insight into Nordic public sector reforms, highlighting
No r wa y @asd cansensual approach through incremental reform.
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Tackling new management challenges

The evefincreasingsize of theaid programmeraiseschallengesfor good management and
quality assurance of ODA grants to different partri@rshis section considers these management
challenges, looking specifically at grants, knowledge and human resources.

Assessing partnerso6é performance in grant manage:

The MFA, embassies, Norad and Narfishare responsibility for managing grants to partners.
The MFA is responsible for policy and budget allocations to partner countries and the embassies
manage the grants that the partner countries implement. The MFA is currently examining management
proceduresso asto harmonige and simplify proceduresTo this end ithas commissioned Norad
preparea series of practical guides on mainggdifferent aspects of aif The most significanof
these guidess theDevelopmen€Co-operationManual (Norad,200%), which sets out the procedures,
delegated authorities and documentatifmn the programme cycldifferent proceduresre usedor
programmef less than NOKL5 million, up to NOK50million, and above that sunfhe manual
alsoc | ar i f i eeswnpildlities suehrazadious progress reports, financial reports and audits of
the whole programme (not just Norwegian aid). These/ clearguidelineswill help ensure that
Norway maintains the quality of its bilateral aid programme with partner cesntri

Quality assurancea key role for Norad

As the Norwegian system continues to decentralise and aim for increased flexibility, it has also
increasedits emphasison quality assurance. ThBevelopment Coperation Manal states that
Aqual ity campassesang ackvityehat is concerned with assessing and improving the merit
of the worth of a programme oOfr its compliance
activities include appraisals, resditased management, reviews and evaluatidie embassy
appraises programmed below NOK15million; Norad assesses those worth oM&K 15 million.

Norad can also carry out performance reviews and organisational assessments to support the
management of the aid programme. It conducts abhOyberfamance assessments of Norwegian
embassies annuajlyor the last two year#t has been increasing the number of reviews of partner
organisationsand is planning to conduct 16 organisational reviews by the end of P@i8&pproach

is linked to efforts tomove towards more strategic support to civil society organisations, as the
outcome of any given review is used as a basis for the formulation of a new framework agreement
with the partner organi sation t hat ceimandatewmlag e c t
expanded in 2004 aridoradthereforeaims to be a centre of expertise in quality assurahitis does

not mean it will do everythingtself, but that it will increasingly becoméhe entry point for
commissioningexpertise However there cold be a potentiatonflict of interest between the roles of
giving technicaladvice and suppoxn the one handind providing quality assuranom the other.
Thereforea separationf the two roles could ensure the objectivity of quality assurance pesess

35 The 2004 Peer Review also noted that the reorganisation raised new challenges for results
management and ensuring an adequate skills mix both in the MFA and NORAD.

36 Examples include Assessment afis&inability Elements/Key Risk Factors (MFA/Norad, 2007a),
Working with Sector Development Programmes (MFA/Norad, 2007b), Nordic-Puactical Guide
to Delegated Co per ati on ( MFA/ Nor ad, 2007¢c) , and Nor wa

Developing Cantries (MFA/Norad, 2006b), Nordic PIlus Practical Guide to Joint Financial
Arrangements (MFA/Norad, 2007)
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Moving towardsa framework agreement withon-governmentabrganisations

Throughout the system there is a trend towards managing relationships with partners (developing
countries, multilateral agencies, NGOs, and the business community) and asbesspeyformance
as partnergather than focusing on individual project or programme grants. While the MFA cantinue
to managedNGO project funding for humanitarian actidvgrad has been moving increasingly towards
longterm framework agreements for demagient workwith the larger Norwegian NGOs, assessing
their management capacity and monitoring arrangemetter than attempting to monitor individual
programmeslin Tanzania, development NGOs felt that this provided predictable funding, allowing
progpanme managers the flexibility to respond to
There are also benefits the central level. For example, Norwegian Church Aid only maddange
application for funds to Noratl,which covered many activitiei; the approved programme. This
trend promotes ownership by partners, accommodates greater flexibilitthakekthe Norwegian
systemmore efficient Where practicable, this trend in NGO funding could be replicated in other areas
(e.g for NGO humanitariamaction) but will require careful management if the Norwegian system is to
retain the capacity to respond to unforeseen crises.

In general, there are good relationships between the MFA, Noichthe NGOs. Thigamework
approach for larger NGOs, a focos results and enhanced engagement witlithern NGOs is
welcome However the current grant arrangements do raiseeral challenges:

i) In channelling much of the bilateral funding for humanitarian action through NGOs, the new
decentralised role of the endsdes may beundermined leading to inconsistency with
development objectives.

i) NGOs thatreceive funds for both humanitarian and developmental activities may face
different systems of quality assurance.

iif) Strategic prioritiedor government engagement wikGOs are set out in the annual budget
butthere is naveral policy on NGOs. Norads currently dafting new NGO guidelingfor
longterm support to civil societthat will outline the aims and objectives of funding and
enhance the focus on results.

iv) At present, Norwayb6s auditing arSoutherrgfN&@se nt s f
directly. Furthermore,hie focus on larger Norwegian NGOs could squesezaller NGOs
out of the frameworkand reduceinnovative programmesvith SouthernNGOs The
forthcoming NGO guidelins also aim to increase the engagement of local Sodthern
NGOs in the Norwegian developmentaperation system.

Refining knowledge management

The reorganisatioput much more emphasisn knowledge manageméfin the development
system. Noway aims to promote a resultesed culture and gather evidence about performance
through analysis, research and evaluatitinis developing an innovative model of knowledge
management. This section will focus on three aspects of knowledge management thath

37 In contrast to over 100 project applications to the MFA.

38 Knowledge management ranges from sherin projectrelated monitoring and programmeviews
through to impact evaluation and londerm research on broad development issues that go beyond
ODA. It also includes feedback into decisioraking and general dissemination.
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Norwegian system: increasing policy focus on results, capacity for analysis and research, and
evaluation policy.

Increasing the results focus in Norwegian aid

In the Norad 2007 repoNorwegian aid work$ but not well enoughNorway makes a conced
and commendable effort to measure results. But it also has a realistic understanding of the complexity
and limitations of measuring its impact on developmenbqoer at i on, acknowl edg
impossible to talk about tidorwegianresults of develpmentceo per at i on o pbatiot | y du
reasons (see section pb.5

The government is kedn embeda culture of resultbased management across the development
co-operationsystem Key documents set out the rationale and procedures for trackinis regthin
the MFA. TheDevelopment Goperation Manua{Norad, 2005bjecognises the need to track interim
results at different stages of a programme and to assess risks, and an annex to the manual usefully sets
out the hierarchy of goals and results inohahe communication of results is also important for
transparencyHowever, a context of aid partnerships rajsagicular challenges, for example in sector
programmes and in framework agreements with NGOs. Other challengasréasing the focus on
results include:

1 Determining the results Norway is trying to achiewdleb al anci ng partner so
active political control.

1 A focus on resultsnight lead to a cautioussk-avoiding approachwhereas in inherently
risky countries where Norway isvolved in peace and development activities the MFA may
need to take a boddapproach

1 The lack of a universal system for management by resuttsin the Norwegian aid
administration Such a systerwould allow for the prioritisation of policy goals, theatic
priority areas, partners and funding channels.

Improving @pacity for analysis and research

The Norwegian government has some capacity for analysis and research on developteént rela
topics Since the 200Peer Reiew, the MFA has established theliey Analysis Unit with five staff,
which has improved policy analysis in th@nistry. Norad carries out necessary progranmeated
analytical work for theMFA in its role of providing advice and support. According to the Research
Councilof Norway (RCN,* the countryhas strong development reseacelpacity especially in those
areas where Norway focuses its aid efforts, such as peace and conflict resolution.

The RCN highlightedthe main analytical challengés belongterm and critical research. Long
term research is important in several emerging development fields, such as climate change or the
effects of globalisation. While research institutions undertake -tront studies, often commissioned
by ministries, the universities engage in more funddatéongerterm research, often funded by the
RCN.* Thec o u n eviallafios also highlighted the need to provide support for critical research.

39 The RCN commi ssioned an i ndependéredearch ecordringat i on
2001-2005. See Research Council of Norway (2007).
40 In the field of Oil for Development, the oil companies themselves invest irtéyngresearch.
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Norway could take accountof theCR6 s concl usi ons tomomdieanayticalpnds t r uc
research cagrity.

Evaluation

Noradhasgained a new evaluation mandate an@006it set ow an evaluation policyvhich is
working well** The evaluation department advocates DAC quality standards in all evaluations and the
government has addressed several key issueh as securing a level of independence for the
evaluation function at the strategic level, which is supported by ctlreent minister While
departments and embassies commission routine project and programme reviews, Norad focuses on
strategic reviewsind evaluations with ten evaluation staff and an annual budget of22@Hllion.
Evaluation covers all areas of developmenbperation over a thregear cycle. While funding and
the head of thelepartmentc ome fr om t he Mi ni st r tynent reCaitsatled s e v
evaluatorgoften from outside the government system), selects the topics for evalfthddviFA can
propose topics for evaluatignilefines theterms of referencand reports directly to th8ecretary
Gener al of t he M FDectdrGenearall (gHo maéyoanraexl ésnments to the
department 6s findings and recommendati ons)

There are particular challenges fewvaluatingmultilateral aid Norad only has a clear role in
evaluation when Norwegian support is earmarked. Norad has tlerefigaged in peer reviews
(egUNI CEF6s evaluation fumagd iotnhygdynaf jWomenéky alWa
which adhere to recognised quality standards.

Norabs eval uat iperoeived éhpis evalumton function is vulnerable tchange
because, ultimately, the organisation has an advisoryTolesthe evaluations need to febdck into
policy and practicéo show they are useful. The new policy has triednisurefeedback of evaluation
lessons into policy and practice, anuisgaised in the 200Reer Rview. While Norad s eval uat i
departmenselects the topics for evaluation, it discusseéh the MFA proposals for followng-up the
study. The MFA through the Secretary Generhfs to prepare aevaluationaction planwhich is
announced to partner countries, and thiaistry reports back to the Secretary General adtgtear.
The aimis toimprove quality assurance and the results footthe system. Follovup action relies on
disclosure and transparency, as the report®dbe AuditorGeneralparliament and into the public
domain. The Norad report 20qRorad, 2007dc o mmuni cated the results o
public, bringing together information from evaluations and other sources. According riepibrt, this
system is working welland there are some indications of progresg.the evaluation of gender
integration led to a new approaceeMFA, 2007D), although it is too early to assess the effects on the
system generally.

Matching human resources tmewchallenges

Although te government has been increasing staff capacity in the MFA, embassies andtNorad
still needs to do more. An overaliaffingincreasebetweer?004and2008 of 1694 masks significant
variations. In 2004, MFA staff totalled 64@sing by 19% to 774 in 2008The rise in Noraaver the
same periodvas 205 to 228 (®b). The increase in the numbers of stafirking ondevelopment has
been greater tham diplomatic, trade and other aspects of foreign affattswever,someNorad

41 For the mandate and a full list of evaluations see Norad, 2006a. For the evagbatiipnsee Norad,
2006c.

42 Figures in this paragraph were provided by the MFA to the peer review team following the visit to
Oslo.
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expertise ha moved across to the MFA and embassies and then intdevefopment roles, which
complicates the overall picture. In the embassies, the number of staff recruited in Norway has
increased from 548 to 632 (15%) since 2004t there were also 899 locallycraited staff in 2007.

Despite the move towards decentralisation and increases in staff at the embassies, some embassies still
need strengthening. Several officials expressed the view that thassiesstill lack sufficient
capacity,andso responsibilityemains in the headquarters.

There is ongoing recruitment to fill the gamdthoughfinding the right expertise forsome
emergingrolesis difficult. For example, to help with the rainforest initiative, the embassy in Brazil
will recruit at least one nmre person. But in fragile countries where the embassygrdinates
diplomacy and development, it is difficult to recrstaff with the right skills without arattractive
incentive structure taompensate for the challenging naturgostings in conflicereas, where peace
building has been a distinctive Norwegian contribution to developrikare gaps have been filled
through shortterm recruitments, roaming staff, consultants bBgdraining existing staff However,
theresultifinew f ac e s,aadrding to $ome NGO with implications fbe continuity of
relationships, institutional memory and career management.

The increase of funding to multilateral and global issues has not been reflected in departmental
staffing numbers. While the stromgward curve of the budget and #lewerrise in staffing numbers
may have resulted in increasing administrative efficiency on gajers challenging to maintain
guality programmesgvhenunder pressur® spend andaunchnew initiatives, such as clitechange.
Norad has identified the following priorities for sustaining its development competantetaff
skills: natural resource management, with an emphasis on governance and sustdthabiliity,
inclusion and economic rights; and confiéeingtive development coperation and peadauilding.
Trainingwill alsobeimportant;the Foreign Service Institutendertakes formal staff training while the
MFA and Norad take care of ghejob training for embassies. Norad also works with the Foreign
Sevwice Institute tashare good development management practice with other Norwegian development
actors.

Future considerations

1 Norway could onsider how to furthedistinguish betweethe MFA and Norad s di f f er e
roles especially ingrant managemeniorad needs to better articulate its ralecreating a
knowledgebased systerno inform decisioamaking

i To improve the focus on resulisrther:the MFA might consider how to link the programme
budget to resultd)ow to makeallowances for innovation and kisaking andhow toassess
the performance of multilateral partners.

1 Norway could hcrease the effectiveness of tieeady active and open dialogue with NGOs
by supporting a more systematic and strategic approach which should inedoirl the
N o r a ew stratagic approach and guidelines for support to civil socléty legitimate
demand of MFA/Norad on NGOs to demonstrate results should be adequately supported
throughspecific actions to increase NGO capadityhis area

1 The MFA could eview theadministrative efficiencies of different approaches and initiatives
to address some of tleapacity constraints in the system.

43 Calculations of staffing costs are complicated by the greater cost of staff posted to embassies,
estimated to be two tifiree times higher.

44 This competence draws on the experience of the Oil for Development initiative.
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1 Norad could reflect on waygo maintain an institutional separation of knowledge
management from quality assurance and to introdot® evaluation a mechanism for
reviewing results while maintaining a balance between independence and relevance.

1 Norway faces a series of staffing and recruitment challenges arising from the reorganisation
and shifting priorities.The integrated systemmiseschallengs in recruiing and keeping
people with specific development skjlgich aenvironment and climate change. There are
also particular staffing and management challsagehe country leveih order for Norway
toremain an agileandflexitl donor, ready t o andfiigamstefibyt o pa!
other donors.
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Chapter 5

Aid Effectiveness

The commitment to aid effectiveness

Norway is committed to the aid effectiveness agenda. It is one of the donors at the forefront of
the globaldebate, and since the 1990s has been pursuingmved aid deliveryvithin the Norwegian
developmentco-operationprogrammethrough increased ownership, alignment and harmonisation.
Chapter 5 ofFighting Poverty TogethefMFA, 2004) is calledi Mo r e taad ngoee teféedtive
assi sandisndevetédtogx| ai ni n geffdite to pravigenare effective support to partner
countries.It includescomprehensive subectionsi fiDevelopmentassistance must enforce national
st r at ebOpmoe &-Operatigh and new forms of co-operatio® , Joirft support to national
progr anmesfo, stiakehol der s Distilmitioncoh denetoprerst @ssistaace d
between countriési whichdescribeNor way 6 s t h o ug Rartlg as a result gf this cdetari c e
guidance aid effectivenessugll-embeddedn the Norwegian aid system.

With the onset of the Paris Declaration, Norway has continued to be faréfront of the aid
effectiveness agenda, while further defining and refiningwa efforts. For a numbeof years there
has been consistent pail supporiand limited pressure to seek visibility thréugjaditional project
based aid. Thiallows Norway to be flexible and use innovative tools such as programmatic channels.

Although Norway does not havesimgle alkencompassing aid effectiveness action plan, position
papers are distributed to embassies, and the MFA expects the aid effectiveness agenda to be
mainstreamed and wedistablished in all its activities. Throughout the organisation, includingeat th
field level, there appears to be a detailed understanding amongfstadfprinciples underpinning the
aid effectiveness agenda and the challenges these Faseermore, Norways pro-active among
other donors, particularly likeminded donors in thBordic Plus groupwhich focuses on effectiveness
and harmonisation and has produced a number of useful practical gigdeer( 5.3).

Norway participatedn the 2006 and 200®AC Surveys on Monitoring the Paris Declaration
(OECD, 2006 and 2008alNorway also commissioneadditional analysis in 2007 using the 2006
DAC surveystatistics resulting ina short report callelor way dés Per f ormance in
Paris Declaration: Insights from the 2006 baselinsurvey (Booth, 2007). This report considers
Norwaybs performance against ot her Nordic Pl us
same partner countries.

The remainder of this chapter |l ooks at decer
against the five Paris Declaration objectivesinership, alignment, harmonisation, managing for
results and mutual accountability. It also considbesaid effectiveness of other funding channels,
since as the MFA rightfully points quinly 18% of Norwegian development assistance is government
to government, and the vast majority is through other channels such as multitegzmaisatios,
global funds and NGOs.
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Progress on @centralisation

In the Paris Declaration donors pledge to tat
fieldstaf 6 i n order to support ownership and alignm
2004, one year prior to the Paris Declaratisith a formal written commitment and plam place for
the processlit now considerghe decentralisation process be completed. Norway is generally
considered one of the more decentralised donors, with the field offices having significant control and
responsibility for decisiomaking and implementing bilateral assistaftce

The DAC Survey on thelLevel of Decentralistion to the Field in DAC Member States
DevelopmentCo-operation Systems(OECD, 2008]) shows that Norway iglso one of the more
decentralised members in termsdefegating financial aithorityi embassiesancommit and disburse
any level of fundswithin the budget. Regarding staff levelse survey shows th&orway is in the
top half of memberwith high percentages of staff in the figld28% of Norwegian national staff are
based in the fieldlf local staf are included, Norway has a 50/ split of $aff betweenheadquarters
and the field (see algthapter 4).

Ownership and alignment
Strongpromotion ofownership

Norway is clear about the importancegivesto national country ownership. In fact Norway
believes that country ownership shoulattrae the priority principle of the aid effectiveness agen
Inits Memorandunto DAC,Nor way fical |l s f or pasthe@ndangenta princpla o f
to which the ot heMFAf2008b) Fommasyweard Morwhyi hasgrievidgibverty
reduction strategic planand national ownership as prerequssite ensuring that development policy
in a partner country is coherent and systemic.

In Tanzania it appeared that Norwlagd preactively put theownershipprinciple into practe.
Norway is asupporter of thelTanzaniaJoint Assistance Stegyand al | Norwaybs a
factored into, and flow from, this strategy (see Sectiondhd Annex D). Discussions with the
Tanzaniangovernmentalsoc onf i r med t hat Norwaybhe goviewnmeas 6
priorities. Howeverthere aresome questiaregardingthe planning process and instruments in the
Norwegian system.Although Norway and Tanzania have signed a broad Memorandum of
Understanding, e embassyonly has a rolling thregea plan for internal useThe embassyd
objectives and activities are laid outtitis simple plan which listbroad thems, sectors and activities.
These givethe embagsscope to be flexible, but dwot provide arigorousbasis foranalysng why
Norway isdoing what it is doing and what it is trying to achieve. Alsiace the annual plan is only
available in Norwegian it is unlikely that it has been shared with the Tanagmiarnment. It isnore
likely that due to the long and respectful relationshipwben the embassy and the Tanzania
governmetfy most of this informationis shared through other meanindeed the Tanzania
government appeareasd nt ent wi t h Nor way 6 s maystill lgerrdomn foenere Ho we
formal systemgin addition to theuse of the MediurTerm Expenditure Framework) order to better
facilitateinformationsharingwith governments and other donors

45 Multilateral, humanitarian and NGO aid are not decentralised and remain the responsibility of
headquarters for policy and implementation.
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Table 3. Indicators on aid effectiveness for Norway
. . 46 Illustrative
Indicators Indicator values
(3-8 alignment, 9-10 Definitions 2010 targets
h gnment, 2005 (2006 2007 (2008
armonisation) A A
publication) publication)
33 33 54
countries countries | countries
3 | Aid flows are aligned Aid for government sector in 57%" 66% 47% 85%
with national priorities budget
Aid disbursed for government
sector
4 Capacity strengthened Coordinated technical 75% 57% 51% Target of 50%
by co-ordinated support co-operation achieved
Technical co-operation
5a | Use of country public Use of PFM systems 60% 59% 56%
financial management —
systems Aid disbursed for
government sector
5b | Use of country Use of procurement 68% 75% 70%
procurement systems
systems Aid disbursed for
government sector
6 Avoidance of parallel Number of parallel PIUs 3 PIUs 7 10 1
implementation Number of i
i — umber of countries
7 More predictable aid Aid recorded as disbursed 55% 56% 42% 78%
Aid scheduled for
disbursement
8 Untied aid Untied aid 99% 100% 100% 100%
Total bilateral aid
9 Use of common Programme based 37% 49% 47% 66%
arrangement or approaches
procedures Total aid disbursed
10 | Joint missions Number of joint missions 56% 33% 30% Target of 40%
a
Total number of missions
10 | Joint country analytical Number of joint analyses 77% 87% 66% Target of 66%
b work achieved
Total number of country
analyses
Note: In the 2006 survey, the information in the table above covers data reported in 13 countries out of 34 and reflects
40% of country programmed aid in 2005.
In the 2008 survey, the information in the table covers data reported in19 countries out of 54 and reflects 47% of
country programmed aid in 2007.
Source: 2006 and 2008 OECD DAC Surveys on Monitoring the Paris Declaration (OECD, 2006 and 2008a).
46 Theindica or value is a weighted average, based
47 For reasons related to the design of indicators 3 and 7, the indicator value is based on the average

country ratio rather than a global weighted average.
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Leadingon alignment but still short of the targe

Norway scores well on alignment indicators in the 2006 and 2@f)dtoring surveygOECD,
2006 and 2008a) and thgooth Report (Booth, 2007) but still needs to do more. For example,
Indicator 3 measures whettad flowsarealigned to national prioritiesy comparing disbursed funds
with the budget estimates. Norway scored a relatively good 56% in then@@iéoring surveyand
66% in the 2008nonitoring survey(see Table 3). fie Booth reportfor the same indicator shows
Norway performing above other DAC donors, with 60%, compared to 50% for other Nordic Plus
countries and 43% for other donors. However, there are large difiec es i n Nor wayo6s
different partner countries, ranging from 96% in Vietham to 4% in Zambia, but this range generally
corresponds with that recorded for other donors
higher in AfghanistanBangladesh and Vietnam than other donors). However, Norway, like all DAC
members, still needs to make a great deal of progress to achieve the 85% target.

Indicator 4 measures tt@-ordinationof technical asistancein 2006 Norway scored high
75%, bu this fell to 57% in 2008 for thossamepartner countriesHowevert it still remains above the
50% targetPartner countries where Norway records higtordinatel technical assistance levels are
those where it is involved in programmatic suppdémt Ethiopia, where Norway is not involved in
programmebased aidthe figure is zero.

Norway also scores welin the percentage of aid flowgoing through public financial
managemengystems fidicator5a) and the percentage of aid flowsggpartne country pocurement
systems (idicator5b). For these indicatord\orway is again ahead of the field, scoring bettanth
other Nordic Plus membergho are themselves ahead of other donors. Howevere tiseroom for
some improvementwith the Booth reportfinding that Norway scored zeron theuse of country
public financialmanagemensystems in Ethiopia, whereas other Nordic Rhembers do use the
count r y . oNerwasdysseofeauntry public financial managemesystems in Mozambique and
Tanzanids alsolessthan other Nordic Plus donors.

Predictability

Norway has a fairly good record on the predictability of its &0k most partner countries,
Norwegian funding is officially programmed on an annual basis, but lityregormal mediumterm
commitments aralsogiven at programme and project level amd rolledover from year to year. The
27 Norwegian embassies based in partner countries have the authority to manage funds and are given
allocation letters based on a thyggar strategic plan which incluslndicative figures and also annual
plans for each country. Other fundsich as MFA thematic, special or humanitarian budget, lares
largely”® outside the planning parameters of the embassy, as arblattaetmanagedfunds for
Norwegian and international ®Os, which are usuallynediumterm. However in Tanzaniaother
donors expressed some concern tNarwegian aidwas becoming less predictable due to the
introduction of new initiatives anashift in priorities.

Indicator 7 measures scheduled aid companéth aid recorded as disbursed in governine
accounts, and Norway achieved%n 2006 and56% in 2008.This is a respectable score, and the
Booth reportdemonstrates that Norway remains ahead of all other donors on this inditaw@ver
it is still same way off the 75% target for 2010. TB®oth reportassesseanother version of the
predictability indicatofi comparing scheduled and disbursed aid using demgplied information for

48 Direct support to local civil society organisations and support under some budgetdigethg
special allocations for women and culture) are within the planning parameters of the embassies.
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bothi and finds that Norway does less well than other Nordic Plasrdoon this measure, mainly
due to weaker than average results for Afghanistan, Bangladesh and Kenya.

Untying aid leading the field

Norway has been a leading advocafeand actor in untying aid. It adheres to, and goes beyond,
the 2001 DACRecommendadin on Untying Official Develpment Assistance to the Leastvieloped
Countries(OECD, 2001)by untyingits aidto all developing countrg notjust LDCs (reflected in
Indicator8 in themonitoring survey, see Table)3lts freestanding technical assisize is also largely
untied, and in 2007 all food aid was untied.

Programmatic support

Consistentwith the Paris Declaration, Norway is a keen supporter of programme aid modalities.
The government has the clear backing of the Storting and is makingsimgremse of general budget
support (GEB), sector wide approaches (SWAps) and basket funding. Budget sigpeftvered
directly, or through the World Banknd multidonor trust funds, anaseconsiderablybetweern2005
and2007 (up 65% according to Norw@a s f i Anwestimasedl 25% of support at the ey level
is in the form of budget suppo#lthough in Tanzania it is around 40%. Tanzania is a good example
hereNorway s working hard inco-ordinationwith 13 other donors in a general budget supgaup
mechanism and using an aid modality that is appropriate for a stable partner government. However, it
also demonstratesomepotential difficulties as thgroup is dealing with significant corruptithin the
Central Bank of Tanzani@eeAnnexD andBox 4, Chapter 6.

Despitetheincreasing use of programmatic aiinl 2006 Norway scored only 36% for Indicator 9,
which measures the use of common arraregesnor procedures(OECD, 2006) This rose
significantly to 49% in 2008 in the same partner coasirbutstill remains some waypff the 66%
target In the Booth report Norway scores well below other Nordic Plus members (34% compared to
the Nordic Plus average of 55%), althoutte report rightly points out that the definition of
programme forms of aits open to interpretation and may have begarpreteddifferently by some
donors(Booth, 2007) Evidently Norway still has room for improvemeim this area

The commitmentto harmonisation

Norway prioritised harmonisatiom iFighting PovertyTogether(MFA, 2004),and continues to
make efforts to work more closely with other donors. Norway has pasicularly active in Nordic
Plus group efforts to establish useful guidance and procedures t@assidinationamong the group.
A number of operationdbols have been developed, including:

T A guide to joint financing aangements (February 2004, includes Canada).

1 Ajoint procurement policy and gie (November 2004, includes Canada and Germany).

1 Complementarity principles (November 2005) guiding theisthn of labourin Joint
Assistance Strategy Processes.

1 A practicd guide to delegated eaperation(October 2006) (see al€thapter 4).

49 There is no evidence to suggest that GBS is more susceptitdertption than other aid modalities,
but there is often greater pressure concerning this issue due to the size and nature of the funds.
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Norway faredwell in the 2006monitoring surveyon the percentageof joint field missionsit
conductedwith Indicaor 10ashowing 56%Table 3). Howeverthis hadfallen worryingly to 49%by
the 2008monitoring surveyNorway scoredhighly on joint country analytic workIndicatorl0bwas
77% in 2006 and 87% in 2008or example, harmonisation is essential @amzana, where there is.
high number of donors pr es ero and flew fromatlyedTanzaaia t i Vv i
Joint Assistance Strategy, and Norway is an active participant in many of the donor sector groups and
the general budget support group.wéwer, with so many donors in so many sectors thesieasly a
need tomprovethe division of labour. Norway suppathese proposals, and as yet does not geem
be spreadtoo thinly acrosssectors in Tanzania. Neverthelessore generallywith ODA levels
increasing and the leadersfipglesire to be more active, there is a risk of going against the prevailing
wisdomon division of labour and increasing the number of countries and sectors. Norway will have to
manage these competing tendencies and mag foaresist the temptation to spread into new sectors
(seeChapter Jor data on these issues).

It is also evident that Norway has a good understanding of the aid effectiveness and
harmonisation agendacludingits inherent difficulties as well as bdite. In its Memorandun{MFA,
2008b)Nor way outlines its concerns about transact:.
wor king groups and meetings with an inadequate
of harmonisation canho al way s bler wa g é sa$ asconstructiee critical supporter of
aid effectiveness and harmonisation with a focus on improving ways of woikiwglcome Norway
has also taken an active role in the le@do the Third HighLevel Forum orAid Effectiveness, as a
member of the advisory group consisting of donor and civil society representatives from both donor
and recipient countries.

Managing for results and mutual accountability

The MFA andNorad are well aware of the benefitdf resultsbased management, but also
highlight tre difficultiesof applyingaresultsbased approach to some of the new aid modalities where
direct attribution is not possihl©fficials point out thasinceit is not possible to identify a direct link
betweerNorwegian effortsand impacts othe MDGs there is a natural tendency to focus on funding
and activities rather than resultsa dilemma faced by all donors. They rightly aim to prioritise
countrylevel resuls, but believethat it is not possible to link pregt results directly to country level
results This is becausa number of factorexternal toa project will have an effect, and ganalso
takemany years to achieve actual impat€his also applies to programtitaforms of support such as
budget suppady where it is difficult to attributehie Norwegian contribution toutcomes, anélso
difficult to attribute budget suppoitiputs to country resultdHence, Norwegianfficials believe that
the donor community has to be less ambitious and more reallstict what can and cannot be
achieved.

The situation is perceived to be equally difficédr multilateral aid Officials cite MOPAN
(Multil ateral Organi sati ons 6as aeattdmptrtonincrease thAs s e s
effectiveness of UN agenciemyd MOPAN results figure prominently in the dialogugh multilateral
organisatios. However, officialsacknowledge that the MOPAN results do not really influence
Norwayo6s all ocat i owhikh areoprimariiyebasedNon hisjodcal piecedencd an
political choice

Regardingaccountability, Norwegian officials see the need for domestic accountability on both
sides and mutual accountabilitp each otherOne way they have identified to help reinforce
accountability i s tioe.tliiepmnidassiessneed votba transyacent abow their
funding to governments so that the public in partner countries know the extent and nature of the
finanadal support. Noregianguidelinessuggest thaémbassieshould makehis information public,

58 DAC PEERREVIEW OF NORWAY - © OECD 2008



DAC PEER REVIEW OF NORWAY

and & present some embassies do follow this pracatteoughothers do notlncreagg support to
civil society organi s a&duldlemmothdr effecivestep a fAwat chdog

Aid effectiveness of raltilateral organisations,global funds and NGOs

Norway points out that although it prioritises the aid effeci®ssagenda in its bilateral aid, only
18% of its development assistaniseprogrammed by the embassies at country levas acutely
aware that the vast majority of its funding is distrdzlithrough other mearthusthe biggergainson
aid effectiveneswiill occur by improving howaidis disbursed vidhe other channels i.e. multilateral
organisatios, the global funds and Norwegian NGOs.

Norway makes efforts to address thisue. Inaddition toits involvementin MOPAN, Norway
lobbies formultilateralorganisatios to havea greater focus on owrship,to use national systems and
ensurefewer parallel implementation unjt@nd to engage injoint exercises such as the Joint
AssistanceStrategies and Public Expenditure dfidancial Accountability. Norwayas lobbied for
the replenishment boards of the international bankstaglobal fundst suppors (in particular the
Global Fund to fight Aids, Tuberculosis and Malarta apply theParis Declaration principles:
i.e.follow country ownership, be largely united and predictable, and use national reporting systems.

The third category to recev@ s ubstanti al proportion onf Nor w
grantsis the Norvegian NGO ecta. Although NGOs have not signed up to the Paris Declargtion
civil society representatives participated actively in the formulation of the Accra Agenda for Action
during the Third High Level Form on Aid Effectiveness in September 28@80s operate athe
project l evel, although efforts are wunder way,
towards more strategic funding arrangements. In keeping withNbigd is currently discussing a
new strategic approach for its support to civil sociblyrth and Southwith a particular emphasizn
results. However, although the NGOs are aware of the need to ensure tlesrdtss some resistance
as they do not want to be held to what they think may be unrealigiithelpfulmeasures.

Future considerations

1 Although Norway does not have a specific aid effectiveness action plan, it is commended for
making considerable progress on this subject and for largely embedding the aid effectiveness
agenda into its development systelinis encouraged to contia this work. Furthermore,
Norway has a constructilyecritical approach to the subject and should continue to be a keen
but thoughtful advocate of measures to make aid more effective.

1 Norway highlights its ability to be flexible, but will need to ensurat tit strikes the right
balance between flexibility of aid and being clear and transpatiemiugh the use of
appropriatdools.

T Norway needs to broaden its efforts to apply the aid effectiveness principles to funding
channels beyond governmentgoverrment. The aid effectiveness agenda would benefit
from progressive donors such as Norway continuing to highlight and champion this issue.

1 Norad are encouraged to conclude discussions Wittwegian NGOs as well as civil
society representatives in the Squth the new civil society strategic approacidto ensure
that it will serve not only to increase the transparency and accountability of this significant
part of the Norwegian developmertt-operationsystem but also enhance the effectiveness
of NGO acivities.
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Chapter 6

Special Issues

Background to the special issues

For the 200708 biennium, the DAC has decided that all pesiaws should cover two special
topics. The firstcapacity developmenis obligatory for all peer reviews. The second can be one of
two options, and Norway has chosen governance, accountability arcbanoption as the focus for
this peer review.

Capadty development
Policies and approaches

N o r waviemosandumMFA, 2008b)emphasises that capacity development is a key pillar of
Norwegian development policy and of efforts to achieve sustainable poverty reduction in partner
countries. This focus is alstearly evident in théevelopmenCo-operationManual,a planning tool
for longterm developmento-operation which states that Norwegian developmenmbperationshall
Afcontribute to strengthening of par tmmesrandct@ paci t
report o(Norad, €@05h) Gaacdity development isot, however, included in the list of
current priority areas for Norwegian developmentbperation and, asor most other donors, theig
no overarching policy or guidelines in plafme how to design and implement capacigvedlopment
and how to integrate capacity development d@gelopment programmes overall.

The Norwegian approach to capacity development seems to focus largely on mainstreaming such
activities into sectoral anthematic development policies and programmes. Partly as a result of this
focus, the concept receives little explicit attention in strategic and policy docunmehgulance
notes. The current WhiteaBer guiding Norwegian developmeab-operation Fighting Poverty
Togethe (MFA, 2004) emphasies that national priorities and systems should be used as a basis for
delivering Norwegian aid, buloes not tacklehe practicalities of capacity development in greater
detail. This lack of a clear operational pglisuggests a need to file exactly how capacity
development fitsn Norwegian developmermb-operationoverall, which in turn could lead to the issue
being more systematically addressed in development efforts across the Norwegian aid administration.

Capadty development in practice

As mentioned aboveapacity development seems to be dealt with primarily through an emphasis
on using national systems and priorities adelivery basis for Nowegian development assistance.
Norway perforns wellin this respet; asit is a strong supporter of joinagp approaches to delivering
development aid and a champion of aid effectivenessharithplementation of the Parisdalaration.
In Tanzania, theyradual scalingip of budget support and strong support to the governmt 6 s o wn
development priorities are defining principlefaNorwegian aid in that country.

Actual Norwegian financial support to capacity development is, however, difficult to estimate. DAC
statistics use t he baooperdied, dvaihclideda ivhole set ab felateiit e ¢ h n
expenditurg suchad ec hni c al assistance, education grants,
technicalco-operationwas reported to be almost USD 450 million, or about 16% of aggregate ODA.
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As with many other DAC donors, Norway aims to mainstream capacity development efforts into
sector programmes and projeatsdhas made progress in this regard. It places particular emphasis on
establishing local capacity to perform key government functidhe exarple, it is strondy
commited to compémenting the increased use of gerrbudget supporwith specific efforts to
ensure good financial management of these allocations 2Bas an important aspect of ensuring
longerterm sustainability of aid programmne Furthermore, the focus on linking development
priorities with areas of Norwegian comparative advantage means that the country can be more targeted
in its capacity development efforts, and draw on a-esthblished pool oéxperts to filltechnical
assstanceneeds One good example is in the area of natural resource management for the petroleum
sector, where Norway has provided targeted advice to more than 20 countries on how to establish
structures and institutions capable of sustainable and equitaldégement of national wealtB@x 3).

Although theDevelopmentCo-operationManual statesthat capacity development should be at
the core of any development activigywd provides some suggestions on how to assess institutional
capacity as part of the mess of preparing development programntiesre is little specific guidance
on how to integrate and address capacity development in specific sactordiow to monitor and
measure the results of such interventiGNsrad, 2006). Sustainability islisted as a key criterion
when measuring progress and results, but the manual does not indicate specifically lwawvlibis
measured, andlso remains quiet on what is needed upfront during the programme development
process to ensure that sustainability carmdigieved. There are also no tools available to identify the
fundamental causes of capacity deficiencies, and more work could usefdiiynéi® deepen capacity
development analysis as part of developnoertperation

The above clarly indicates that Nevay, aswith most other DAC members, still has some way to
go in terms of systematically addressing capacity development within the broader realm of its
developmento-operationpolicy. It also shows that Norway neetdsprovide clear guidance on best
pradices for integratingsuch activities more regularly into programmes across the Norwegian aid
administration. Yet evidence from Tanzania suggests that Norway has found a practical approach to
mainstreaming capacity development in that coynhwysa lack of specific guidance anihfrequent
mention of capacity development in policies and strategies might@at crucial shortcoming
(seeBox 2). NeverthelessNorway could seekollaborative frameworks with other dondessupport
national capacity developme efforts and ensure ceordination between different activities and
alignment with nationally identified needs.

Box 2. Capacity development in Tanzania

I n Tanzani aommiiem @ gprpdgiasnme aid (general budget support is 40% of total bilateral aid)
indicates a commitment to strengthening national systems and priority setting, although levels are still well below
those of other key donors (the UK provides about 80% of its bilateral aid through budget support). Norway has also
shown adaptability, flexibility and boldness by engaging in specific activities in Zanzibar, despite the challenging
political situation. It is currently developing capacity by improving financial management structures and skills to
improve the implementation and effectiveness of budget support over the longer-term. The example of the electricity
support programme in Zanzibar, where capacity development is mainstreamed into a specific sector programme,
clearly shows that Norway has been able to create sustainable structures capable of delivering continued results
without relying on international experts for continued technical assistance. This is due partly to the great flexibility in
the use of Norwegian funds, meaning that project staff have considerable freedom to get involved in setting and
changing project priorities.

Norway also earmarkspecific resourcego financecapacity development at the counkeyel,
thus maintaininghe ability to providesector development activities with gated technical assistance
and training effortsEach embassy with a developmematoperationbudget has #cal consultancy
fund for hiring local expertise and building capacity amdagal trained professionalgather than
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bringing in consultants from brway. In addition, Norway supports the development of local research
capacity through exchange programmes for masdtudents and researchers, and through providing
core funding for partner country universities. The Norwegian government also makesvextese of

this expertise when commissioning research, often at the expense of its own research institutes and
universities.

Support throughhe multilateral system

Norway stronty suppors the use ofthe multilateral system to strengthen capacity dgwekent
in partnercountries. i participates actively in ternational networks and orgaai®ns, including the
OECD DAC, that work to improve policider and approaches to capacity development. Furthermore,
Norway is one of the major partners of UNDFhose mandate includes supporting national capacity
building in partner countriedNorway funded the organisation with almost NQK3billion in 2006
While this support is welcomed and in line with the Paris Declaration principles, Norway could still
play a more active role in forging international consensus on key definitions and in efforts to
streamline multpartner engagement in capacity development at both global and local levels.

Support througmon-governmentabrganisations

Active use of NGOs is dhe core of Norwegian dexament policy, and these orgaatisns are
also guided by the same principles and policies as bilateraperation As such, NGOs form an
important part of the Norwegian capacity development strategy. There is, however, datiéedn
how NGOs actually go about developing local capacity, which to a large extent will depend on the
organisatiof s @expertise and commitment to capacity widopment and thepriorities and
resources allocated for this particular activiyn improved understanding of these dynamics might
facilitate better delivery of capacity development activities.

While the above suggests that Norway might have found a practical approach to capacity
development in some countries, indications are that this cstilldoe improved through a more
structured approach. At the moment, mainstreaming seems to be largely left to individual programme
managers, anis thus subject to their specific preferences and vulnerable to staffing changes. Lessons
could usefully be siired acrosthe MFA and Noradon specific programmes and interventions where
mainstreaming seems to have worked particularly .w€lpacity development should still be
integrated into the project cycle in a much more coherent way through the developthase arfi an
improved tool to identify specific capacity needs as part of the programme development phase.

During the peer review, some official®iced concerns about the longerm impact of the
current pub to reach an ODA level df% of GNI. With increasing aid levels there is a higher demand
on programme managers to disburse, and thus aahaitopensity for largeitems and sectoral
programmes rather than less costly but more labuansive capacity development activitiets
Norway continues tescaleup its developmento-operation particular attention should be given to
ensure that important cressitting issues like capacity development are not left behind.

Governance, accountability and anticorruption

Policy and strategic framework

Norway has a strong policy foundation for addressing governance and corruption at the global
level. It is one of five priority areas for the current government. In particular hildget for 2008
points out that Norway should be at the forefront in the intemaitibght against corruptionThe
policy foundation for achieving this goal seems to be anchored in a&stablished understanding of
Norwayb6s comparative advantages when it comes
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focus its governance agenpiamarily on efforts to promote antorruption and good and accountable
governance of natural resources.

The strategic foundation for the Norwegian governance approach is outliréghting Poverty
Together(MFA, 2004). Thisspells out the emphasis anti-corruptionfurther, andsets this within a
broader context of governance reform and the establishment of democratic processes and effective
governance functions. The stratdgypragmatic in that itecognise the political economy aspects of
governage reform It highlights that efforts to promote good governance will challenge existing
power structures, and thus that governamecetions can only be improved kmg as there is political
will to do so. To overcome these political challenges, Norwaphasises the need for whag
government approache® its governance work, and in particular the need to lirkcomntry
developmentco-operationwith continued policy dialogue and diplomatic efforts. Discussions in
Tanzania suggest that this combinatis working well, and other development partners indicated that
they often look to Norway when particular issues need discussion witjo¥eenment

Official development assistance for governance and -aotiruption

Figure 5. Norwegian ODA to governance activities, 2002-2006 (USD missions)

According to the DAC reporting codes for governance, Norwegiampastigo governance
amounted taUSD 266 million in 2006, up from USD 207 million in 2002 (Figure 5). However
Norwegian support to governance as a percentage of total ODA almost halved between 2002 and
2006, from about 19% to 10% of official aifixact figues for support to antorruption are not
available from the DAC statistical database since these activities are subsumed under more general
codes, primarily Apublic sector financi al manag

Global approaches to combating corruption
Overall, Norway $ a strong supporter of global approaches to good governance for anti

corruption, and as such encourages a strong role for the multilateral system. The country has been a
key player in ensimg enforcement of the UN Convention against Corruption, and cgzates
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