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The Peer Review Process

The DAC conducts periodic reviews of the individual development co-operation efforts of DAC members. Each
member is critically examined approximately once every four or five years, with five members examined
annual |l y. T hvelop@dhtCCb-6peratibreDirectorate provides analytical 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 fiex 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
their own policies and objectives as well as DAC policies and principles. The field visits assess particularly how
the donor implements the aid effectiveness agenda, works with the partner government and co-ordinates with
other donors. The peer review team meets with representatives of the reviewed country, government officials of
the partner country, bilateral and multilateral donors, local and international civil society organisations, and other
relevant partnerstohear their views on the reviewed countryo:

The Secretariat then prepares a dr afoperatioe ¢rawing also from @ |
wide range of other sources (see bibliography). This report is the basis for the DAC review meeting at the
OECD. At this meeting senior officials from the member under review respond to questions 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 Luxembourg and Norway for the Peer Review
on 29 April 2009.

In order to achieve its aims the OECD has set up a number of specialised commi
One of these is thBevebpment Assistance Committe&hose members have agreed t
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 arlde nature of their contributions to aid programmes, bilatere
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
Belgum, Canada, Denmark, Finland, France, Germany, Greece, Ireland, ltaly, Jag
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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Change
Net ODA 2006 2007 2006/07
Current (USD m) 1498 1808 20.7%
Constant (2006 USD m) 1498 1622 8.3%
In Euro (million) 1194 1321 10.7%
ODA/GNI 0.47% 0.50%
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DACO6S MAI N SANN RECOKMENDATION S

Overall framework for development cooperation
Strengthening Austriads | egal and political or i

The Federal Ministries Act (1986and the2002 Federal Act on Development -Gperation
amended in 2003 to create the Austrian &epment Agency (ADA), provide the legal basis for
Austrian development eoperation.The Development Goperation Act sets out the objectives and
principles of Au-eperationaldmnsanddtesvthe Miaigryna Roreigre Adfairs (MFA)
to execug the act and to eordinate aid policy in Austria. The act identifies three overarching
development c@peration objectives: (i) combating poverty; (i) ensuring peace and security by
promoting democracy, rule of law, human rights and good governance(iigqngreserving the
environment and protecting natural resources.

The Austrian aid system is fragment@aongmany institutional actorsAustria does not have a
consolidated ODA budgetather &leasteightseparate ministries fund aidlated activies from their
own budgetsNevertheless, the Mistry of ForeignAffairs, ADA (a limited company owned by the
government andthe Ministry of Financeare the main development-operationact or s i n Aus
aid system.

The ThreeYear Programme on Develagnt Policywhich is updated annually and is approved
by cabinet, complements thegislation I't is Austriads main instrume
to all government bodies involved in aaehd definegpriority themes, countries and aid chanrfels
achieving the a-yearprogramings are préparesd y.the Mimistrg @ Foreign Affairs
in close collaboration with the Ministry of Finan@doF). However, while theoretically the MFA has
a clear mandate to execute the act and tordmate a coherent aid policy, in practice it has little
power to do so. According to the acich aid spendingministry is responsiblefor aligning their
activities to Au-®genatiora 6bgectivdseane the prioridies tof the othyear
programne. Yet, the Ministries of Foreign Affairs and of Finance appear to be the only ones adhering
to the thregyear programme.

The «perienceof other DAC members shows that having a medium to {mrg policy that
guidesstrategy andperationscommitsthe whole aid programmeacross government departments
and is relevant for a sufficient period of time is good practice for aid managémemiresent,
Aust r i adasprogrinme mixes together a thyear strategy with an operational plan for the
MFA and ADA. It falls short of being a mediwner m policy which is appl:i
development assistance. Furthermane,Development Caperation At stipulates that the thrgear
programme is updatednd submitted tocabinetannually This roling nature of the thregear
programme can dissipate Austriads aid through a
politically-endorsed policy statement and the lack of a policy debate on the international aid

! Lesson 1 fronkffective Aid Management: 12 Lessons from DAC Peer Re(y@®GD, 2008).



programme may reduce the pragime to an administrative exercise, left to the civil service to design

and implementAustria would therefore,benefit froma mediumterm, politically-anchored policy

with strategic guidance which could help trigger a debate on the complexities afrtbet setp.

The Federal Act on Development @peration (2003)nay need to bamendedso that the thregear
programme can meet this need effectivdfyit were designed through participatory mechanisms, a
mediumterm policy could help achieve, andeflect consensus on Austriads
strengthen ownership of the strategy across the whole government and civil society.

Approval of the poverty reduction guidelines

The 2004 peer review recommended that Austria should implement its policy coemniio
poverty reduction and the MDGs and allocate resources to achieve this. This current peer review found
evidence that Austria is prioritising poverty reduction. For example, its regional programmes on rural
development and health in Ethiopia speadifi¢ target women and marginalised groups. The DAC

wel comes Austriabs poverty reduction guidelines
ADA should ensure that these guidelirgeengthen and mainstream poverty reduciema central
objective ofa | | aid allocations and of Austriads polic

the private sector
Winning political and public backing for aid and developmenrbperation

Austria has a long tradition of solidarity with the poor through chwelated charitable giving.
Public support for heling poor people in developing countrisshigh (77% in 2007), similar to levels
in other DAC countries (GfK Austria, 2007). However, unlike other DAC member countries with a
similar tradition of charityAustrian solidarity does not translate into political support for development
assistance. Aids a minorpolitical issueand political support for aid is not deepoted. Moreover,
there is limited debate on development in parliament. But Austrian ¢eweldt ceoperation will
require strong public and political backing if the country is to meet its international commitments to
reach 0.7% ODAJ/GNI and to achieve the MDGs. The DAC encourages Austria to strengthen its
efforts, and to find new ways of engagiparliamenariansand the public in an informed debate about
aid and development issueékhe Ministries of Foreign Affairs and Finance and ADA need to invest
strategically in communicating AustriadsThiei d po
would help promote public debate. Other-gnding ministries should also review how their
development coperation experiences can be better shared with the public and how they, too, can
raise the profile of Austrian developmentapoeration.

Devel opment educati on, which is <called figl obe
established. Austria is currently preparingnational strategy fodevelopment education, which
focuses on the formal education system andfoonal ways of learningThis strategyshould give
more Austrians access to education about global development challenges, inblaliwng Aust r i ac
policies in other areas can support or undermine its development policy. The DAC commends Austria
for its efforts to improve the quif of its global education and urges it to approve and provide
adequate resources for the national strategy for global learning.

Promoting policy coherence for development

Austria has made some progress against the three measures of policy cohemeasldpment
agreed by the DAC: political commitment and policy statements; poligyrdioation mechanisms;
and monitoring analysis and reporting systems. Awareness of policy coherence for development is
increasing among politicians, across the administratand in civil society, partly thanks to
discussions about this issue in parliament in 2007 and 2008 D&helopment Goperation Act
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(2003)and the 2002012 Government Programme stress that all Austrian policies should strive to be
coherent withthegv er nment 6 s dev el o-pObfethraeyeap mrdgraname idenfifikde 2 0 0
five priority areas where Austria can improve coherereg. (nternational economic relations,
migration and development, global energy issues). However, this programme |atlegegy or
objectives for making progress in these areas.
that MFAG6s efforts tend to focus only on making
DAC member countries suggests that Austria mmeds to prepare clearly prioritised, tHmeund

action agendas for achieving policy coherence for development.

Institutionalising policy coherence for development

The Federal Government is responsible for ensuring the coherenuanafd policies wih
A u s t devedopnent objectives. As for other DAC members, cabinet is the highest level forum for
discussing and arbitrating on policy priorities. The MFA has establishddterministerial working
group on coherence and there are informal consuiatim issues such asfdnce, environment and
climate clange, and trade and investment. But it remains unclear which issues of coherence or
incoherence are brought before cabinet and how. While the federal government is responsible for
ensuring policy cohence for development, Austria could take a more systematic approach by
identifying, mandating and resourcing a focal point, located where it will have sufficient clout to raise
coherence issues effectively in Cabinet. For the MFA to play this role eéBgtit would need to
strengthen its position as-oodinating ministry for development. This could mean giving a clearer,
more visible mandate to the unit for policy-aalination.

T he OESyrdhésis Report on Policy Coherence for Develop@BECD, 2@8) found that
Austria has had partial success in putting monitoring, analysis andimgpgystems in placé\ustria
needs to build an evidence base for promoting and monitoring policy coherence for development
across governmenét present, despite lirteéd financial resources, the MFA has started toperate
with the Austrian Research Foundation for International Development to conduct research on policy
coherence for development. By mandating a policy coherence unit, Austria couldmpotve
analytcal and monitoring capacity within government and outsopalicy coherence research to
universities and research institutes in Austria, internationally, and in priority countries.

Environment and climate change: one step towards coherence

Austria is commended for havindgaken step towards policy coherence for climate change.
Environment is a key priority in the Development-€p er at i on Act and in Au:
|l aws, which contain provisions on Auedample thés r e:
Environment Lawof 2008 specifies that any projects undertaken in developing countries under the
flexible mechanisms of the Kyoto Protocol must respect the goals and principles stated in the
Development Caperation Act, as well as intermaal provisions.The Federal Ministryof of
Agriculture, Forestry, Environment and Water Managen®mandated to implement this law with
three other ministries (Foreign Affairs, Finance, and Economy, Family and Youth)

Recommendations

The DAC notes effids made by Austria to give strategic direction to its development
co-operation and to make aid policy more coherent. To build on this, Austria should:

T Prepare amedimher m devel opment policy such as a I

ODA activities ands endorsed at the political level. This should commit all Austrian aid at
the strategic level to the primary objectives of Austrian developmeoperation, including
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Austriads commitment to i mplementing -the P,
term development policy, prepared under the leadership of the MFA, could be an effective

i nstrument for i ncreasing coher enesmndihgh Aust
ministries in line with, and accountable to, the objectives of the DevelopDuesperation
Act.

1 Strengthen forts to win political and public support fatevelopment coperation, and in
particular for achievingnternational aid targets and the MDGs. The M$i#ould take the
lead on developing, in consultation with the MoF, ADAdather government stakeholders,
a comprehensive and wétrgeted communication and advocacy strategy that promotes
public and political debate about development in Austria. Austria is encouraged to build on
its good practice in global education and shthis experience with other donors.

1 Deepen commitmenib and move forward ompolicy coherence for developmemustria
needsto publish clearlyprioritised and timéound action agenda® clarify mandates and
responsibilities for policy coherence foevklopmentand to build a system fanalysis
monitoring and reportingwhich includes perspectives and experiencasni the field.
Austria should look to the experiences of other DAC members.

Aid volume, channels and allocations

[ n 2007, netA@DA wasi USD1s billion or 0.5% of GNI. The striking feature of
Austri ads abetiveep 205ahd?200fnastieegharp increase idebt relief which in 2007
accounted for USD47 million or 52% of total ODAd an unprecedented situation for any DAC
member. Excluding debt reliefAustri aés 2007 ODA/ GNI4%;loavérithan wo u |l ¢
the DAC average (0.26%pDA would have fallen sharply in 2007, as it @i other DAC membets
but f or Aust postpolem 2007% part of the debt tebagreed by the Paris Club for
Nigeria in 2005Whilst this decision did not break Paris club or DAC statistical ril@spairedthe
comparability of Austriabs ODA. Huihgrmaree ostponingr t i
debt relief for Nigem lacked any developmental justification

The DAC welcomeg#ustriad senewedcommitmentto meeting the EU minimurtargetof 0.51%
of GNI allocated to ODA in 2010. This commitment has been reiterated in the2R@@8Government
Programme andn the FederaChancel | er,n8asuary 208 ons e OECDOHs Ai d
Nevertheless, the DAC notes that Austria widledto increase its aid sharply to meet theget. It
regrets thatinter-ministerial discussions in 2007 to establish an ODA growth pathchvhias
recommended by the DAC in 2004, did not lead to concrete measures or agreedTthegabsence
of agreed targets have prevented Kigistries of Foreign Affairs and Finance from preparing three
year aid forecastim the treeyear pogramme from2007#2009.Aust ri adés pl ans t o m
annual budget framework should provide a new impetus for identifying annual aid targetsland
Austriabs aid more predictable.

One important aspect of the int@inisterial discussions on th@DA growth pdh is that
additional aid funds would be earmarked for ongoing bilateral country and regional programmes and
for UN organisations so that Austria can catch up with the EU average. This is a good plan and Austria
should stick to i tcountrfpmagranenatdenam! which eXdudes foodad s
humanitarian aicand NGOcore fundingd was just 10% of total gross ODA (USD 158 million) in
2005/06. The MFA should make clear its strategy and priorities for allocating increased aid to country
programme and makea credible case for increasimgultilateral assistance& UN agenciesAn
increasean country programmable aidi | | enhance the effectiveness
fragmented. With larger country programmes Austria could increaseids in policy dialogue with
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development partnerallocat more resources to priority sectors, sagpeprojects angrogrammes in

these sectorglay a more active role ithe division of labourbetween donors, and make full use of
ADAO® s c. AlpthecsanteyAustria should be very strategic when it comes to allocating some of
the new bilateral aid to regional programmes. It should ensure that these programmes are regional in
scope, respond to regional problems, do not diminish the share of ai@rity mountries, and keep
transactions costs low for ADA and regional organisations alike.

Addressing the fragmentation of Austrian aid

Austria has made exceptional progress in repoa
aid activities of all mirstries involved in development. However, with at least eight ministries
all ocating aid, Austriabdés aid budget is poorly

that an integrated budget improves the coherence of the aid system, simplifiesringrand
reporting of developmentklated expenditures and decreases transaction costs for both donor and
partner countries. While the transition to a single aid budget may not be immediately feasible in
Austria, ministries should plan their ODA commitntem@t the beginning of the financial year and
communicate them in their annual budget submissions. The MFA could use this as a tool for
discussions to promote a coherent aid policy. Once Austria has approved a development policy, all
ministries should denmstrate how their planned aid expenditures will contribute to it.

Austria can be commended for its efforts to focus on 15 priority partners&wsé@ors ireach
country programme. It is phasing out of two priority countries (Senegal and Cape Verdesand
exited from 15 other partner countries. Nevertheless, ADA manages é&fdiffinancing instruments
which are predominantly projebtased: 55% of ADAOGsSs budget went tc
private sector in 2007. In 2007, ADA financed 253 mmajects, of which 154 had a budget less than
EUR200000. To make management of projects less labuaansive, ADA introduced in 2008 a
minimum threshold of EUR 20000 for the whole portfolio except for specific srredhle activities.
There has beea welcome shift away from projects to more programmatic support in country
programmes. This was evident in Ethiopia. The DAC encourages Austria to continue its move to more
programmatic support, and to allocatell® % of ADA&s budget. through bu

NGO coeoperation: an evolving relationship

A u s t NGGaco-agperationpolicy clarifies the role of noistate actors in its development-co
operation, as recommended by the DACstructured dialogu&ith NGOshas been established and
seems to work welln 2007 USD72mi | I i on of Austriabs ODA was <c¢ch
represents 4% of total net ODMKess than the DAC mediast 7% (although the proportion in Austria
would be 8.6% if debt relief were excluded). Payments disbursed to or througk N@@semrd
40% o f ADAG6s annual ino2p0é Mhasti iso neaxlp | kau chgeedlt by ADAG S
contractordo implement the bilateral programma 2006 ADAallocated EUR 11 milliofUSD 13.8
million?) to NGOsto cofinance their own activitiesepresentind2% of A D A &perational budget
The di fficulty wiinanking Anstrsinientss ahat sheyNiGafce a specific project
portfolio: this imposes a higher administration cost on both ADA and the NGOs thasamoarked
multi-annual pogramme financing would. The DAC encourages Austria to move away from multi
project funding towardsnulti-annualresultsoriented programme funding for NGOs as development
partners. Austria could learn from the experience of other DAC members which moeid&inding.

Au st r {ome@t®n vatlmn NGOs as contractors is set to evolve over the coming years as Austria
implements the Paris Declaration and Accra Agenda for Act@ontractorNGOs could see a

2 Constant 206 USD.
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decrease in aid flows when Austria increases aidlifect and sector budget support, especially if the

aid budget does not increase. Austria should ensure that there is an open dialogue between the MFA,
ADA andthe NGOsomustri abs aid pol i chpwthehdlecohAustrianuNG® h el ¢
contracors will evolve in the future, including how the government can help NGOs play a stronger
capacity building role witkeivil societyin developing countries.

Recommendations

I n I'ight of Austriads restated colamitotnoneaset t o
programmable aid, Austria should:

1 Continue to make progress towards meeting the ODA/GNI target of 0.7% 5 R84ching
its interim target of (1% in 2010is essential even in an environment of financial crisis.
This would sené strongpositive signal to the development community.

1 Develop aspecific plan containing annual targets for reachimgge commitmentd his is
necessarytgi ve <credibility to Austriaods aid proc
predictable for partner countseand other development partneksy increase in Austrian
aid should prioritise existing country and multilateral programmes. Austria should not rely
on debt relief as significant component fameeting its ODA commitments.

1 Implement Paris Club debt refidecisions without delay to ensure that recipients receive the
benefit of relief prompt | fulyconpadablaviththose & u st r i
other donorslt is importantfor the Ministry of Finance to communicafaris Club decisions
in a timely manner tthe MFA.

T Concentra¢ the aid programme to improve efficiency areffectiveness, as previously
recommendd in the 2004 DAC peer revieWustria should step up efforts to diminish the
fragmentation of total ODA and of the aid programmenagged by ADA. The MFA should
useex anteaid allocations by all ministries to help achieve greater coherentiee aid
policy, and build the transparency and predictability of total ODA.

1 Provide cefinancing formulti-annualresultsoriented programmed NGOswith sufficient
demonstrated capacity in programme management. This willredlpce transaction costs
and giveNGOsmore flexibility and predictability.

Organisation and management
The 2004 organisational reform

Austria has made headwayith the aganisational refornwhich commenced in 2004 with the
creation of ADA. The rationale for the reform was to increase the implementation capacity of Austrian
development coperation and, through thieansferof aid implementation to ADALo permit the MFA
to coordinak all governmental developmeot-operationactivities more efficiently and coherently
Austria and internationally

ADA is now fully established and operational. The overall conclusion of the evaluation of ADA,
conducted in 2008, is thathas the capacity to fulfil its mandate and the potential to manage a larger
aid budget. Yet the anticipated scablmgp of r esources that motivated
materialisedNeverthelessADA is currently reformulating its mandatory $iness plan and intends to
refine its working methods so as to strengthen its capacity to deloreasediid in ways consistent
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with the principles of the Paris Declaration and the commitments in the Accra Agenda for Action. It
may be useful for ADA teee how similar aid agenciesdther DAC member countries have adapted
to new ways of delivering ajdnhcluding their human resource management

However, t is difficult to see how theorganisationalreform has reinforced the Ministry of
Foreign Affairsan d , i n parti c wedpacity o exkcute itheevetopmentlo-bpération
Act, and to deliver and eordinate aid policies, country and regional strategies. Improving Division
V11 6s s ttachnical expertisevould enable it to dlfil its mandate However, this has not
happenedConsequentlythe MFA dten relies on ADA to performstrategic and policynaking tasks
that, in factfall underthe MF A6 s maimitkc dagacity can delay the completion of strategic
guidance which is crucial faountry programming.

Moreover, while ADA has a clear mandate to managepayation offices in priority countries,
co-operation offices have limited interaction with the MFA. This can prevent Austria from reaching its
full potential in priority countriesFor example, the peer review team observed limited contact
betweenAustrianforeign and development policy in Ethiopia even though developmeopea@tion
is a pillar of its foreign policy. Both the MFA and ADA need to review the optimal level of ititmac
between foreign and development policy in the field, and to define roles clearly so that Austria has a
stronger and more coherent profile in partner countries.

Building a results focus into programmes and institutionalising knowledge management

While there is adetailedChecklist for the Country Programming Procga®gramme documents
0 including their logical frameworkd8 have remained processientedand do not focus on results.
The introduction dnce the last peer revievof logical frameworks @ad trainingin project cycle
management for ADA staff is a positive move towards a rebaked approaclngoing work at the
MFA to finalise guidelines on results indicators for country programmes is also welcome. These
guidelines should be translatedarcountry specific results frameworks as a matter of priority. Such a
framework should be aligned with partner gover
A u st coungndopsogrammeare being implemented by ADA despite not having been signeulyoff
the MFA. Accountability would be strengthened if the present monitoring system that accounts mainly
for expenses and outputs were clearly linked with the relsatted monitoring systems agreed upon
by the partner countries and the donor commuritlpA and the MFA could also strengthen
individual accountability through staff performance assessments thaintivdual objectives and
resultswi t hin the staff metmthegodssn trse @rinerwork plen oricountry u e n
strategies.

The MFA and ADA take aninformal approach to knowledge managemealying mainly on
learning from evaluations and through the training programme. MFA and ADA staff would benefit
from a more systematic approach to collecting and exchanging good practice and &asng co
operation offices and development partndiise MFA and ADAalso need to find wayssuch as a
shared interactive intranet site,strengthercommunication between both institutioasross thematic
and country linesandespeciallybetweenMFA and ADA headquarters and the-operationoffices
The yearly heads of eoperation meeting, currently organised by ADzbuld serve this neefibr
exchang and institutional learning.

Establishing and resourcing an independent evaluation function &tif#e
DAC experience shows that evaluations and the assessment expertise associated with them can be

central to the broader evolution of developmentoperation system learning and knowledge
management. The evaluation function needs to be independentte #res objectivity and reliability
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of findings. In the MFAQuality Management anBlvaluationis a subunit of the Development Policy

and Strategy Unit and is therefore not independent as recommended by the DAC. In addition, the
mi ni stryo6s tervhad nodudgedand dnly ane staff member as a focal point who has
insufficient evaluation expertis@DA hasset up its own separate amdlependent evaluation office,

as recommended in the 2004 peer revidhe MF AG0 s Di v i ss ewvaluationd onsecktoe a d
policies, instruments, and strategies, as well as overaltdination and oversight, according to the
Guidelines for Evaluatio(OEZA, no date), which are in lineithr the DACprinciples forevaluation

Recommendations
To continue the organisatidnaform started in 2004, Austria should:

i Finetunehe organisation of A U s dapacitgpdessures iamtl tos y st e
clarify roles and responsibilities between the MFA and ADA. Austria should ensuitbehat
MFA has the requiredesources taneet its responsibilities to set policy, give strategic
direction, monitor and evaluate, and report on results.

T Develop a culture of managing for results i
centre of planning, implementation, disbursemepbring, monitoring and evaluation and
staff performance objectives. Country programmes should have specific results frameworks,
which should align with partner countrieso

T Bring A evaluation ay8tem in line with DAC guidelines onakation An
independent evaluatiamit with sufficient staff and budget needs to be established within
the MFA.

Practices for better impact
Implementing aid effectively

The principles of the Paris Declaration on Aid Effectiveness are well integrdtedl inAu st r i a
development coperation act, core policy documents and country programmesAUgtgan Action
Plan on Aid Effectiveness 20@810/1sets out general objectivésr the different inétators of the
Paris Declaration and establishes a cleaisidinn of labour between the MFA, ADA and-operation
offices. This @couragingcommitment can b&anslaed into an operational plamith Austriaspecific
targets for all Paris Declaration indicators. For exampleg@roach to assesg therisks of diferent
modalities could be developed in collaboration with the Ministry of Finance, and aid could be made
more predictable through a muétin n u a | aid plan and budgetary fr:
provisions to make aid more effectiomly apply to ldateral aid activities managed by MFA and
ADA. This could usefully be extendedtt® Austrian aid system as a whole.

The O E C D#088 monitoring surveyOECD, 2008)shows that Austrid performance against
several Paris Declarationdicatorshas improve for some aspects.Q. capacity building, public
financial management and joint country analysis), but slipped back for othgrthé use of common
arrangements or procedures and joint missions). The target of allocatin 26 of ADAOG6s bud
budet ary support demonstrates Austriads willing
Austria is encouraged to achieve this target, and the budget support guidelines, which are currently
being prepared by the MFA, should clarify the principles andddetsionmaking criteria for using
this modality. In the spirit of transparency and mutual accountability, Austria should share these
guidelines with partner country governments.
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Like all donors, Austria fees challenges in positioning and preparing itsir future co
operation in line with the Paris Declaration and the Accra Agenda for Action. It will be crucial for
Austria to scale up aid in priority countries; if not, Austria risks losing credibility with partner
governments and the donor communitythese countries. Austria needs to consider carefully how it
will balance the mix of approaches and modalities in diverse partner situations and how it will fully
participate in therniternational division of labouwhile retaining its capacity to operate the sectors
where it can make a real difference.

Learning from experience on priority topics
Capacity development

The Federal Act on Development @perationemphasises hat Austria fishall
administration and project implementation capeas of developing countries and thus strengthen the
structures of <civil society and public structur
can be found in manyelevant policies and strategig€3ualitative criteria on capacity developme
were developed by ADA in 200But have yet to be mainstream@&D A6 s Wor k Pr ogr amr
emphasies the new importance capacity development has gainedteadéird High Level Forum
on Aid Effectiveness held iAccrain 2008 Drawing on DAC experiengéustria could benefit from
translating itsapproach to capacity developméntb operational guidelines

Austria integrates capacity development most prominently timo areas:strengthening local
administrationsand private sectoco-operation. Incrased collaboration witlocal consultantss a
priority for Austria. This was clear in itprogramme on food security and sustainable resource
management irEthiopia, which is managed and steered at régional level by local experts
However,A u s t rchotaGhEip pgrammewhich constitutes a large proportion of technical co

operati on, has yet to comply with either the Pa
development. It needs to be demaintven, based on needs assessmanisshould build both
i ndividual and institutional capacity in partne

intention to reform the scholarship programme.
Environment and climate change: building a strong strategic basis

Preserving the envirorennt has been one of Austr-bparaten t hr ee
since 2002. Austria is currently developingategic guidelines foenvironment and development,
including climate changethrough an inteministerial process. This is a welcome mo¥eistria is
active on many fronts in this area and requires more fotustria actively suppors international
negotiations on environment and climate charngassiststhe preparation oNational Adaptation
Programmes of Action (NAPA) in partner couegsas part of the Least Developed Countries Expert
Group (LEG) on Climate Chang@ustria alscses itself high environmental standards, and is at the
cutting edgein developingrenewable energy and organic agricultatehome In 2007, Austria
launched lhe Austrian Clean Development Mechanism in Africa initiative to foster CDM projects in
SubSaharan Africathe fruit of closeo-operation amongarious key institutions

Avoiding separate budget lines, Austrieeats environment as an integral, crogging
component of development aethphasises it especially four fields of action: (isustainable natural
resource management, combating desertification and preserving biodjvénsagidressing climate
change (iii) water and sanitatiorand (iv)environmentally sound chemicals and waste management.
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Total commitments to environment (as a sector or a policy objective) increased from USD 78.35
million in 2005 to USD 107.4 million in 2007.

Austriads programmes have agengnalpand specificllpenus or
biodiversity and climate change (mitigatiori)s focus paper on climate change states that one of
Austri ads daperaion@rnayeen is to ersure that additional greenhouse emissions are
minimised or avoided in pregmmes and projectéd major challenge for Austrissitofocus on a few
clearly defined areas of intervention so abdawemaximum impactAu st ri adés expertise
energy production bodes well for a more substantial engagement internationalip gadner
countries on mitigation and its experience with organic agriculture as a tool to cope with adaptation
might be another entry point.

Recommendations

To build on its commitment to make aid more effective and to focus on preserving the
environmentAustria should:

1 Complement théid Effectiveness Action Plawith a binding, systemwide operational plan
for taking forward the lessonEr om Austri aosreveew dhesefintlede t i ver
increasng the emphasis on resujtslarifying the division oflabour between ADA and the
MFA in their relations with the field; making aid mongredictath e ; using par
monitoring, evaluation and reporting procedures and systemsidantifying appropriate
nichesectorsas it improves division of labour and ileases country programmable aid.

1 Develop guidnceon practicalapproaches to capacity development jointly with other donors
and partnersincludingfor situations of fragility Austria should ssesghe capacity needsf
partng countries together withgptner governments and donors and establish systems for
ensuring thatechnicalco-operationremainsdemanedriven.

1 Continue to reform thecholarshipprogrammeas a matter of priorityThis should involve
providing a coherent and holistic approatthensue that scholarships are an efficient and
costeffective way of contributing to building sustainable capacity in partner countries. They
should also contribute substantially fou st ri adés geographical and
priorities.

1 Approve without dely the intemministerial strategy on environment and development
making it binding on all relevant gvernmernal bodies. he DAC wel comes Aus
initiative in this area and asks Austria to ensurelibatan and financial resources dedicated
to environmeh and climate change at headquarters and in the figltth the strategic
importance these issues are given in policy

Humanitarian action

The ThreeYear Programme on Development Polidgntifies the international legal basiar f
Austrian humanitarianciion. However the settingof the Austrian Governmeiit Bumanitarian action
within domestic legislation is vague. TBevelopment Goperation Actandits 2008 amendment do
not make specific references to humanitarian objectivegh areassumed to beneompassed within
the broader umbrell a objecti ve Indhe abSemae ofufsrmah g p e
guidance, msuring coherent approaches to humanitarian crises acnessntinistries and ADA

3 Constant 2007 USD. Source: OECD Statistics
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appears to depend @ hocco-ordination and psonal contacts rather than formalised structures. For
external partners, thisften leads to confusion about the entry point for dialogue on humanitarian
issues and iasource of some frustration decisionmaking processes.

Theaimso f Au st mitagad aidgdnerathamirror the humanitarian objectives identified
by the @od HumanitarianDonorship(GHD) initiative. However,some cautions neededo ensure
that element® f Aust r i a {.e statebuilding sugportindo not compromise humanian
principles Austriad dirst-ever humanitarian policy (20079utlines a multdimensional vision of
Ahumani tarian ai do, whi ch embraces disaster ri
further distinguishes between immediate sherh responses to sudden onset crises (disaster relief)
and responses to slower onset and protracted crises (humanitarian relief). The policy represents a
welcome statement of intebut its critical deficiency lies in the lack of clearly defined pathways to
meet commitments (including GHD commitments) and specific targets to underpin policy objectives.

A very encouraging developmei#t the recent announcement that Austria Wiils ubst ant i al
increase financi al m etatetlis thef goverrmént programnte dor thedh ai d o
legislaturein November 2008In particular, the opportunity to increase support to multilateral
agencies and Red Cross agencies will provide Austria with a humanitarian profile more commensurate
with its position within the imtrnational communityd notably as a current member of the UN
Security Council. It also provides an opportunity establish an annual budget allocation for the
ForeignDisasterRelief Fundin order to increase the predictability of Austrian responses &rging
crises

Increased funding for humanitarian assistastoeuld also be an incentive fAustria tobring its
way of delivering humanitarian aithto line with contemporary global practiceSlulti-annual
agreements with multilateral key partnemsd NGOs based on core or programming modalities,
would significantly enhance the qualiand predictabilityof Austrian humanitarian support without
diluting accountability. Once established, these mechanisms would relieve administrative pressures on
A u s ts nid sysbenandcreate space for more strategic dialoguitk partners

Shortcoming in demonstrating the impact of Austrian humanitarian aetiefikely to become
increasingly critical as humanitarian assistance is seglednd comes under greateriginy. The
proposed thematic evaluation of all aspects of Austrian humanitarian action in 2009 therefore takes on
critical importance, not only as a potential trigger for revising humanitarian policy and establishing a
stronger platform for future humadarian actionbut also as an important opportunity to reflect on
learning and accountability practices within the humanitarian domain

Recommendations
As it increases funding for humanitarian assistance, Austria should:

1 Bolster support to UN agencies ambd Cross organisationsith un-earmarked core
funding,as recommended in the Good Humanitarian Donorship Initiativeindime with its
position within the international community, as well as to establish an annual budget
allocation for the Foreign Dister Relief Fund. The recent pledge to increase significantly
Austrian humanitarian assistance is very encouraging.

1 Consider more streamlined approaches for support channelled through multilateral partners,

including (but not limited to) mukannual frameork agreementsAs the budget increases,
efficiency dividends could also beained by establishing humanitarian partnership
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agreements with accredited NGOs, such as those that already exist in the development
sector.

1 Strengthen evaluation and learninghfitionswithin the humanitarian sectan line with the
greater scrutiny likely to emanate from increafiedncial flows to the sector.

CHAPTER 1

STRATEGIC ORIENTATIO NS

The foundations d Austrian development ©-operation

Austria has strong historical, social and cultural links with countniegmntral and estern Europe
which were part of the Austidungarian Empire before 1918. the latte half of the twentieth
century Austria becamea frontline asylum country for displaced people and other migrants from
easternEurope. During the 1990s, conflict in the former Yugoslavia brought humanitarian crises and
displacement to the borders of Austria, which becamasylum destinationfor many thousands
fleeing conflicts in Bosnia, Croatia, Serbia and Kosovo. Furthermore, Austria hgsolgal,
commercial and trading interestsdastEuropean countries. For examplees har e of Aust ri
exportsto central and astern Europeose fom 125% in 199195 to 18% in 200:D5 (OECD, 2007)
Like severabtherDAC me mber s, Austriabs relationship wit
ch u r drddibicn of charitable assistance to Africa, Asia and Latin America.

Developmentco-operationpolicy was integrated in th&ederal Ministry for European and
InternationalAffairs (MFA)* in 1995 forco-operatiorwith nonEuropean developing countries and in
2000 for co-operationwith central and eastern Europ.For Austria, global burden sharingich
achieving theMillennium Development GoaldMDGs) are central to this relationship between foreign
and development policy.Neverthelesswhi | e Austr i ad ssoutheagtiEaropalis f oc u
highlighted,developmento-operationin this and other reghsis not mentioned as one of the seven
thematic priorities in the nego v e r n rfoeeigr pdlisy agenda

Also referred to as the Ministry of Foreign Affairs.

Before 1995, development @peration moved between the Chancellery and the Ministry of Foreign
Affairs. It first moved to foreign affairs in985 where it stayed until 1991 and then returned to the
Chancellery until 1995.

6 Statement by State Secretary Winkler at Doha, Dec. 2008.

7 Respect for human rights and the rights of minorities is one of the priorities. Source: Austrian Foreign
Ministry website, 12 January 200&tp://www.bmeia.gv.at/en/foreigministry/foreigrpolicy.html
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The Federal Ministries Act (1986and the2002 Federal Act on Developme@b-operation
amended in 2003 to create the Austrian Development AgeRibp), provide the legal basis for
Austrian developmentco-operation(Box 1). The developmentco-operationact states that the term
fiAustrian developmento-operation(ADC)0 applies to all institutional actors which report aid flows
to the DAC. Both acts identify the Minister of Foreign Affairsas the competenminister for
development co-operation policy. The MFA is responsible for executifigthe development
co-operationact and ceordinatingdevelopment policy in Austria. At the same time, each minisay th
reports aid flowss responsible for enforcing tree t dbjectives and principles and for ensurthgt
aid ativities are in line with thehreeyear progremme on development policgsee Section 1.2
below).

Box 1. Legal foundations of development co operation in Austria

Federal Act on the Deployment of Personnel in the Framework of Development Cooperation (1983)

The act defines both the conditions for personnel working in developing countries as well as responsibilities of
organisations deploying personnel.

Federal Ministries Act, 1986

This act assigns to the Ministry of Foreign Affairs responsibilities for co-operation with the Central and East European
States and the New Independent States; co-operation in development and co-ordination of international development
politics; the United Nations High Commissioner for Refugees (UNHCR) and the International Red Cross. It gives the
Ministry of Finance lending and borrowing competences, as well as relations with international financial institutions.
The act gives development-related competencies to other ministries (Figure 1): the Ministry of the Interior for
immigration and international disaster relief, and the Ministry for Economic Affairs for the United Nations Conference
on Trade and Development (UNCTAD) and issues of substance at the World Trade Organization (WTO).

Federal Act on Development Co-operation (2002), amended (2003)

Definition of development policy: development co-operation shall comprise any measure by the Federal
Government that aims at promoting the sustainable economic and social development of developing countries or
preventing any impairment of that development.

Three objectives of development policy: (i) combating poverty by promoting economic and social development;
(i) ensuring peace and security by promoting democracy, rule of law, human rights and good governance;
(iii) preserving the environment and protecting natural resources that form the basis for sustainable development.

Four principles of development policy: (i) consider the aims of partner country governments and populations;
(i) give special regard to culture and the appropriate use of technology for each social environment; (iii) gender
equality; (iv) needs of children and people with disabilities.

Developmento-operation in need ofpolitical support

For Austriato meet itscommitment to developmenb-operationit needs strong political support
for aid and developmentowever, aids a low profile political issuein Austria andpolitical support
for aid is not deepooted Austrian nongovernmental organisationdNGOg comment that the

political context has resulted in mainstream political parties being cautious of politicising aid.

Consequentlyaid is nota priority political ssue in AustriaThe Council of Ministers approvebe
threeyear pogramme on development policy. The programme is then submittBdri@amentfor

8 The English translation of the actlzemms t he t
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information. The parliamentary subommittee on development -operation can submit motions on
developmento parliament but it has no decistamaking authorityln reality, hereis limited debate

on development in parliamerdnd it is rarely on the agenda of plenary sessidasithermore,
parliamentary debates and approval of goev e r n nbadgedtdd sot povide an opportunityto

discuss aid policy sinc®DA i an annex to the national budgets not centralto the debateMore
engagement by the MFA with parliament on aid and development issues might advance development
priorities at the political level.

The creation of a State Secretary posiiiothe MFA in 2008 meant that thdlinister of Foreign
Affairs could give the State Secretargesponsibility fordevelopmentco-operation among other
things. In 2007 he State Secretary was thus charged with dawip an ODA roadmap in
collaboration with a State Secretary at the Ministry of Finance (Chaptdida8)ever,the State
Secretary positiomvas abolished athe end of 2008which is regrettablejot least given thaeeed to
secure thepolitical commitmentrequired to meet the Bropean Union (B) aid target of 0.51% in
2010(see below)Lessons fronother DAC peer reviews show that assigning clear responsibility for
the delivery of effective developmetd-operationto a senior political and publicly acaaable figure
strengthens an aid ministry or agencyds operati
helps secure and advance political commitment to developoenmeration(OECD, 2009)

The Advisory Board on Development Politythe Minster of Foreign Affairss chaired by the
ministerand has well known development experts as membeissa fiorum for developmenpolicy
that could also catalyse political interest and supgdrée board and the MFA might consider how
thesemeetings withthe minister could have a higher public profile in Austria, through, for example
publishingrecommendations to thminister or by commissioningeportson strategic issues. Austria
could look at howadvisory bards promote aid policy in other DAC memigeuntries.

The challenges oh fragmentedinstitutional framework

The Austrian aid system is fragmentthongmany institutional actorsAustria does not have a
consolidated ODA budgetChapter 3) rather & least eight separate ministries fund ardlated
activities from their own budgets (Figufg. Experiencefrom other DAC membershows thata
poorly-integrated aid budget undermines the coherence of the aid system, complicates monitoring and
reporting of developmesrelated expenditureand increasesdnsaction costs for both the donor and
the partner coungs (OECD, 2009) Nevertheless, th®IFA, the MoF and ADA, a limited company
owned by thggovernmentare the mainlevelopmento-operatomm ct or s i n Austri aods

The 2004DAC peer reiew of Austria mentioned thathe MFAS sole as focal point for
development strategyas expected to be strengthened by the foundation of AWévided that the
MFA had the necessary capacity to formulate strategies aoddotae other ministrieslt seems,
however, that théMinistry of Foreign Affairsandits department with responsibility for development
co-operation (Division VII, Figure 5 are, in practice prevented from effectivetp-ordinating
Austri abs Wihiledhe BIFAshaseamalear mandate @recute the act and to -codinate a
coherent aid policy, in practice it has little power to do so. According to theaeltaispending
ministry is responsiblee or al i gni ng their act i-gperationeobjectivas Au st
and the prioties of the thregrear programme. With thexception of the Ministries of Foreign Affairs
and of Finance, other ministries are not obliged to adhere to theytrme@rogramme.

Further more, A u s toperatof sfficet énvpariney poorgriase managed by
ADA but work for the whole aid system. These of

9 Position created to help Austria prepare for the 2006 Presidency of the EU.
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mission structure (see Annex D for an example from Ethiopia).-8pevation agreemefitbetween

the MFA and ADA lays out the extent to whiglustrian embassies are also involved in development
co-operation; however, their involvement can hinge on the knowledge of development and the
instructions that diplomats get from the ministry, and can result in a strict separation between
embassies andié¢ cooperation offices’ In addition, the MFA headquarters must communicate with
the cooperation offices through ADA and its role in selecting the head of tupeation office is
limited (Chapter 4).

Figure 1. Austria's aid system
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Fine-tuning the dvision of labour between th#linistry of Foreign Affairs and ADA

On paper, hie division of labouris clear between the MFA and ADA irterms of policy
formulation and implementatipmowever it idessclearin practice.Policy formulationis particularly
hazy. For example, thect providesthat ADA canoffer policy and strategynaking consultancy
services to theninistry. It was apparedrto the peer review team that due to resource constraints within
Division VII, the Ministry of Foreign Affairsdepends on ADAfor fulfilling its policy mandate

10 Vereinbarung zwischen dem Bundesministerium fir auswartige Angelegenheiten und der
Osterreichischen Gesellschaft fir Entwicklungszusammenarbeit m.b.H. (Austearlopment
Agencyi ADA)

11 The weak links between diplomacy and development at the field level may also be a legacy of the
past, when development was not integrated into the MFA and was not a diplomatic function.
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(Chapter 4)? In addition, Division VIl cannotsteer ADA throughits supervisory boardWhile 6 of
thel2me mber s of ADAO s remesentder MFA the polical mféaiasdivdsion in the
MFA, notDivision VII, haschairedthe supervisory boarsince 200.1

ADAOGs Managi ng thBMFA&@Y oAdwiider yynBoar d thaugh Devel
this is not mandated by the Development-dperation Act The board which is chaired by the
Minister of Foreign Affairs, is composed of independent development exgradtsas 11 members,
including a representativérom the Ministry of Finance andne fromthe NGO platform.It meets
twice a year to discuss the ttrthreeyear prgrammeand broader topics that touch on the jurisdiction
of several ministriesAs the operational agency for allustrian development c@peration ADA
could be perceivetb haveunjustifiedpolicy influence over the MFA and other ministries through the
board

A rolling three -year strategic framework for development policy

The ThreeY e ar Programme on Devel opment Policy 1is
strategic directin to all official bodies involved in aid. According to tbevelopment caperation
act, the programme should include all aid contributions and outline the priorities of development
co-operation,as well as the required funding. Whdme tnational budgetarprocess permits, the
programmericludes a thregear financial forecast drawn tiproughcloseco-operationbetween the
MFA and the Ministry of Finance (MoF)lhe act states that therecastshaild showpast ODA
flows, as well as planned diursementsyer the next thregear period (Chapter 3).

The current thregear programmeppears to be mix of a rolling three year strategy and an
operational plan for the MFA and ADA. It falls short of beingnadiumterm developmenpolicy
applying to all governent development actar§he MFA and the MoF subinan updated thregear
programme tothe Council of Ministersannually and theseannual updates tend to continue the
strategic orientation of previous programmes, most notably in the matrix of activitieg.idclude
new international and governmental priorities, for example aid for trade in 2007 and regional
integration in 2008. However, unl ess explicitl
continue to apply. The strategic vision is, therefaramulative. This can have the effect of
di mini shing the ¢ on haddition attild therthreeydar pfogramtme appliéssto ai d .
all ministries involved with aid and is approved through the principle of unanimity by the Council of
Ministers,ownership of the programme appears weak beyond the MFA and the MoF.

Austria would benefit from having such a medium tetevelopmentpolicy, which, designed
through participatory mechanisms, would give direction to the whole ODA system and ensure that th
sel ection of sector s, channel s and i nstrument
development coperation.The Federal Acobn Development Goperation (2003)may need to be
amended so that the thrgear programme can be changed to meeniésl effectively.

Aims and priorities of Austrian development ceoperation

The overarching arépmverty mductiénensuring ipeade and dumdn security
by promoting democracy, rule of law, human rights and good governamcke preservig the

12 The ADA evaluation (Breier and Weng@008) suggests that ADA charges MFA for the services it
provides.
13 The remaining six are representatives from the ministries of finance, economic affairs, social affairs

and agriculture, provincial governors and a staff representative.
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environment These aims are achieved througik thematic areasvhich have remained consistent
since the last peer reviefWable 1).Gender equality and environmental protection are esestoral
issues and should be applied to all programmes amjeqas (Memorandum of Austrig),™
Humanitarian action (Annex C) was identified in the 2Q008 threeyear programme as a priority
area forco-operationwith the international communityrhe latest thregear prgramme (2002010)
stated that climate changad food security would receive greater attention in the furstria also
prioritises aid for trade and strengthening regionato-operation Finally, Austria is committed to
concentrating bilateral aid allocatioms 15 priority countrie#erritories focusing ontwo or three
themes/sectors per country.

Since 2005, the MFA and ADA have prepared a suite of policy instruments, strategies, and
procedures in consultation with line ministries and Austrian NGIDese policies guide most
thematic aspects gfrogrammes and projectas well asAustrian interventions at the international
level. They pave the way for managing more aid, more effectively and more efficiently, in line with
the principles of the Paris DeclaratioHowever while it is positive thatthe policies build on
international and EU guidelinethey are not specific about the outcomes and results that Austria
hopes to achieve in its priority thematic areas.

The MFA has started to implemettie 2004 peer review recommendation poverty redction
(Annex A) through the pverty reduction guidelinesvhich wereapprowed in early 2009 These
guidelinesrecognise that poverty reduction is not sufficiently targeted in programmes and projects
which do not measure results or impact in termgafertyreduction andcontributionto the MDGs.
The MFA and ADA should ensure that these guidelines strengthen and mainstream poverty reduction
as a central objective of all ailacationsandb Austri ads policy dial ogue
including theprivate sectar

Table 1. Austrian development co-operation thematic priorities and priority countries

ADC thematic priorities Priority countries/partners

Development co-operation act 1. Nicaragua
1 Poverty reduction 2. Cape Verde
1 Peace and human security 3. Burkina Faso
f  Preserving the environment 4. Ethiopia
Three year programme (six core thematic areas) 5. Uganda
1. Water and sanitation 6. Mozambique
2. Rural development 7. Bhutan
3. Energy 8. Albania
4. Private sector development 9. Bosnia and Herzegovina
5. Education and scientific co-operation 10.Macedonia
6. Good governance: including human rights, rule of law 11.Serbia

democratisation, conflict prevention and peace 12.Kosovo
As well as: 13.Montenegro
1 Humanitarian assistance 14.Moldova
1 International financial institutions 15. Occupied Palestinian

Territories

1 Multilateral aid

14 Referred to aMemorandum from this point forward.
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1 Aid for trade
1 Health

Cross-cutting: Gender; environment

Austrian developmento-operationduring conflict and other unstable situations is guided by the
policy documenPeacebuilding and Conflict PreventigRederal Ministry for Foreign Affairs, 2006).
The policy, which is grounded in OECD DAC guidafitalentifies eight principleand four areas of
intervention to underpin Austrian ODA in support of conflict prevention and gasting in these
settings (Box 2). However, to date application of the policy directions appears to have been selective
In particular, conflicisensitiveapproaches will have to be systematicaitggratedhroughout thaid
system if conflict prevention is really going to be viewed as an integral component of poverty
reductionin conflict prone regions

15 Principally, the work of the former DAC Network on Conflict, Peace and Developmenp€ation
(CPDC) and the former DAC Fragile States Group.
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Box 2. Austria 6 s p-leudding and conflict prevention policy
Eight principles:

1. Conflict prevention is understood as an integral component of poverty reduction and takes account of the
interaction between poverty reduction and peace-building in all phases of programme and project work.
Austria increases its commitment to a proactive approach to the prevention of violent conflicts.

Austria encourages a conflict-sensitive approach to prevent possible escalation.
Austria is in favour of long-term commitments to ensure lasting peace and structural stability.

Austriafavoursiposi ti ve peace0 by eHutialso struattiral viojence and its coat cayses
and by promoting human security.

The integration of gender-specific perspectives and measures is of prime significance.

Austria recognises the importance of civil society and promotes its participation in conflict prevention and
peace-building.

8. Austria promotes dialogue between the conflicting parties and between the state and civil society.

a b wnn

N o

Four areas of intervention:

1. Conflict-sensitive approach of ADC: mainstreaming.

2. Strengthening local organisations active in the field of conflict prevention.
3. Fostering reintegration.

4. Strengthening the justice and security systemsdoutlines.

Source: Federal Ministry for Foreign Affairs, 2006

At present a number of nstruments support private sector development in priority partner
countries, including thprogramme omrivate sectopartnershipgnd the Austriamlevelopment ank,
which was created in 200&wustria is finalising aprivate sector and development strategy with a
strong focus on fostering pqoor growth in partner countries. The strategy will also apply to
Austri ads e madfaytrag gnddefme thesntetinkages withthe Austriandevelopment
bank. The MFA stressed that the strategll set targets against which the impawt povertyof
support to the private sectaan be measuredVhile Austria provdes aconvincing rationale for
setting up theAustrian development hbak (Box 3, the peer rdew team questioned whether the
ba n kcdeation was justified) in light of the fragmentation of the aid systeamd(ii) since one of the
rationales for creating ADA was to promote private sector development (Chapter 4). To avoid
duplicaton between ADAand thebank Austria should ensure that there is a clear and complementary
division of labour betweethe twoorganisations

Box 3. Promoting private sector development through the Austrian Development Bank

The OeEB, A u s t officel@evelopment bank, was established in March 2008 and acts on behalf of the Federal
Government. It was created because Austria considered that having a loan / equity / mezzanine instrument would
complement other aid financing instruments. As a wholly-owned subsidiary of the Export Credit Agency of Austria
(OeKB) it is a private financial entity with a public mandate.

The bank6s mandat e i s tally vidble privatec sectorc prajeate in developing countries. It is
specialised in realising private-sector projects that: (i) require long-term financing; (ii) can service their borrowings out
of their own cash flow; and (iii) have a sustainable impact on regional economic development.

To complement the financing offered by OeEB, the Republic of Austria has earmarked special budgetary
resources for project-supporting measures. These so-called advisory programmes can be made available for the
purpose of identifying, preparing, inspecting, monitoring and implementing projects, and shall be creditable as ODA.

In order to ensure coherence and co-ordination, all OeEB projects will be approved by the inter-ministerial
Business and Development Committee whose task is twofold: to appraise projects from a development perspective,
and to provide advice to the bank on its development policy. This committee is composed of representatives from the
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Office of the Federal Chancellor, MoF, MFA, Ministry of Economics and Labour, ADA, the Chamber of Commerce and
Chamber of Labour.

Source: Peer review meetings with the Austrian Development Bank; the Memorandum

Commitment to developmentco-operation at the international level

Austria is committed to promoting effective multdealism which it considers as an efficient
means of countering threats to peace and security in theedtury (Federal Miristry for Foreign
Affairs, 2007). The MFA has committed to strengthenaeration with eight UN agencies as part of
its plans tobring all UN voluntarycontributions up to the EU averag&hile threeyear programmes
provide some strategic orientation for multilateral @peration with the EU, the UN and the
international financial institutions, the MFAvould benefit from kboraing on its strategy for
increasingmultilateral aid A comprehensive strategyoul d gui de t he MFsAd6s al
increase transparency towards UN agencies on A
serve as usefulcommunication toolo justify andwin political backing forachieving the objective to
catch up tohe EU average

In October 2008, Austria won a ng@ermanent seat on the Ubécurity Council for 20090. Its
campaign manifesto pointed to its contribution to developroeoperationand especially ODA/GNI
performance over the period 202807. In his statement to a meeting at UN headquarters in
September 2008 on fAAf r, the Bedesal Pirsidert lofoAustriaa ireiteratdde e d s «
Austriads commit memtalt @i mledtairmgegetisntaerdn ateivoti ng
Africa.'® Developmentco-operationf eat ur ed prominently in Austrié
community will look to Austria to consolidate support for multilateral developreerdperation
(including humanitarian assistanaggring its tenureWomenand children in conflicand especially
full implementation ofSecurityCouncil Resolution 132®n women, peace and securf8000 and
resolution 1612 on the protection of children in armed cordlies top priority for Austrid’

At the EU level Austria supports andmplemens the European Consensus on Development and
the European Consensus on Humanitarian Aigatticipates in partnerships of the Joint lffica
Strategy on peace andairity aml on energyandis chairingthe group on climate change adaptation
for the Czech presidency of the EU in 208fustriais highly appreciated for its continuosspport
to building the capacity for developmermi-operationof new EUmember states.

Public support for official development assistance

According torepresentative pollsoublic support for aid and developmenstrelatively high in
Austria, with 77%of Austrians thinkng it is important to help poor people in developing countries to
develop themdees (GfK Austria, 2007) Forty per cent think that Austria should provide as much aid
as other EU countries, 5% think that it should provide ntioaa other EU countriesnd 31% think
the amount giventeuld stay the same as in 20@T 050% of ODA as aproportion of gross national

16 http://www.bmeia.gv.at/en/austrianmission/austriaimissionnewyork/news/statementand
speeches/2008/higkvelmeetingafricas-developmenneedsstatemenbf-heinzfischerfederat
presidentof-austria.html

17 http://www.bmeia.gv.at/en/austrianission/austriaimissionnewyork/austriaatthe-un/se
candidature20092010.htrh
18 Federal Ministry for European and International Affairs (2007b), Austrian Foreign Policy Yearbook

2007, Federal Ministry for European and International Affairs, Vienna, ppl1226
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income itwas closeo the EU target for 20)0The Austrian Governmeiereforehaspublic support

for meetng its EU aid commitments. Yet according to Austrian NGOs and opinion leadang
individual solidarityin Austria does not translate into solidarity at the political level. Austrians do not
actively support and lobby their politicians for more aid in public debate international issues
Indeed, opinion padll suggest that Austrians trust NGQurore than official Aistrian institutions
working on developmenturthermore,70% of Austrians claim that they apeorly informed about
developmento-operation(GfK Austria, 2007) Austria will needto strengthen publiengagenentin
orderto transform this publisupport or aid into political supportustriandevelopmento-operation
would benefit from, and can contribute tan informed and critical public debate about global
development including developmest-operationpolicies and international commitments.

Increasing critical public awarenes®f development

The MFA and ADA take the lead tommunicatig Austriad s a i dndprorhoting kearning
about development# small unit in Division VIl deas with information and communicatioim the
MFA and ains toachiee a coherem public information policy However, the MFA relies on ADA to
communicatethe official development policy. ADA thereforeeedsto both communica¢ Aust ri aod
official developmentpolicy whilst implemening a broaderand more ambitious strategy taill
critical public awareness of developmeimicluding thego v e r n rdeveldpdent policyThere can
be tensions between these two mandates.

AD A @pgproach to communication and global learning

Information, communication andevelopmenteducation are sepr at e d iongansatibnA 6 s
chart (Chapter 4, Figures) into the Information Ofice and the Public Awarenesand Education
Division, which is one of four divisionsBoth report directly toA D A GVenagingDirector. ADA
allocated EUR 6.5 million of its opational budget to communication and education activities in 2007.
Of this, EUR 4 million went towards global education activities, run mainly by Austrian NGOs. The
objective of the latteris to create and support liveljebateamongAustriars about develoment
challengesnd aid effectiveness.

Itis ADAG s to enkuee that there is a coherent brandiastriandevelopmento-operation
However, thiscancauseconfusbn. For example, thAustrian development eoperationwebsite also
serves as the ADA ebsite*® On this websiteADA presents an imagef ADC in which the MFA and
ADA fit together as two pieces of a puzzhéth the other ministrieshown asunconnectegbiecesof
the puzzle. Howeveithe Federal Act on Development -©peration and the thrggear programme
appl to all aidspendingministries. The MFA,MoF, ADA and otherrelevant ministries could
improveclarity by taking a more active role ursing this brand name whenmmunicatingabout their
activities and by developing and implementiagsharedcommunication strategyhat focuses on
results. ADA could then communicate $gecificcontributionto Austrian developmerdo-operation

Development education which is calledolgal education and learninmn Austria is well
established. TheAustian Strategy Grougor Global Learningwas set upby public institutions
together with civil society organisatioris 2003 to strengthen the quality of global education in
Austria. In response t@ recommendation in geview o f Austriaodos ing20052?)thel educ
Austrian Ministry of Education has mandated 8teategy Groupwith ADA in the chair, to develop

19 http://www.enwicklung.at/akteure.html

20 This peer review was conducted by Global Education Network Europe, which was hosted by the
North-South Centre of the Council of Europe in 2005.
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an allAustrian national strategfor global learning. After a series of roundtables with experts and
organisations in the field, ¢hfirst partof the strategyGlobal Educationi/earning in the Formal
Educational Sector) is complete and will be presented to thisthy of Educatiorin spring 2009. The
strategy goup has followed similar processes in Finland and Ireland and has advised thed3ertugu
aid agency and SlovakAidn the development of their own strategie&ustria $iould continuehis
good practice

A challenge for ADAOs public awareness and ec

of working through NGOs, will be to reach ootcivil societybeyond the traditional NGO#ustria
should look to the experience of other DAC members who hava thie step(e.g. Ireland, the
Netherlands and the United Kingdamlurthermore,the MFA and ADA could strengthen
collaboration with and gport for NGO agocacyfor developmentNGOs claim thatADA is less
supporive of awarenessaising activitieswith an advocacy dimensidn casethey challenge official
development policg* Supportfor NGO advocacydomestically, even if it challengetevdopment
policy, stimulates broader public debate development and caprovide new opportunites for the
MFA and ADA to engage in more political debates about development.

Future considerations

9 Austria should prepare a medittarm developmenpolicy suchas a A whwhick pape
addresses all ODA activities atglendorsed at the political levelhis shouldcommit the
whole aid system at the strategic le\Rdeparing gch apolicy would give direction t@dDA
and ensure that the selection of sectors, mhlanand instruments contribat® the primary
objectives of Ausdperadtsi ohev eil mplmedit n gc oAust
implementing the Paris Declaration principles.

T The DAC welcomes Austriabs poverty rl@dducti
ensure that these guidelinase implemented as a matter of priority and that giesngthen
and mainstream poverty reduction as a centr
policy dialogue with development partners, including the privatéos.

I Efforts to win political and public support for meeting international aid targets and the
MDGs need to be strengthened in Austlihe MFA should take the lead on developing, in
consultation with the MoF, ADA and other government stakeholdecanprehensive and
well-targeted communication and advocacy strategy that promotes public and political
debate about development in Austiaustria is encouraged to build on its good practice in
global education.

21 Information obtained at peer review team meetings with NGOs in Austria.
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CHAPTER 2

POLICY COHERENCE FOR DEVELOPMENT

Applied to development, policy coherence

and results of a governmentos development polic

government which impact on developing countries, and that these other policies support development
objectives wher e f e dlsischapter@xarhir@EmlRyplterén®al Austriapt. 4 ) .
two levels: (i) the coherence of aietlated activitieginternal coherence of aid) and coherence between

aid and noraid policies (policy coherence for development)

The need forconceptual clarity

The 202 Act on DevelopmenCo-operation (amended in 2003ktates thatfi t h e Feder a

Government, in the fields golicy it pursues that may have effects on developing countries, shall take

into consideration the obj ect iTheeywar prgrdmmsisinceaci pl e

2006 give furthere x pr essi on t o Austri abds c ovelopmentaedmate
considered the ost important instrumesto promote thisHowever, thg do not set out a strategy for
how Austria will achieve policy coherence for developméitapterFive of the 20072009 Three
Year Programmeutlines five priorities (i) international economic relations; (g)obal energy issues,
environmentand climate change; (iiigender equality; (ivimendment of the development aid

workers act; and (Wther coherence themes such as fragile statehood, security sector refbrm, an
migration and developmenthe 20082010 ThreeYear Programma@ | s 0 st at e @id forh at

trade strategy should aim for stronger coherence between ministrigslcomes reflections on a

istrategi c p adevelopemenedopepatiobaadforemretiade within the framework of
the new Austrian Foreign Trade conceffederalMinistry of European and International Affairs,
2008)* Finally, the 2008013 government progmme for the 24 legislature stresses that
sustainability and coherenceith development must bescognged as a goal in all policy areas
(Federal Government of Austria, 2008)

Achieving consistency betwa the goals and objectives of different aid activitiesrgjor issue
given thatthe Austrian aid systetis fragmented étweenministries (Chaptey1, 4 and % In addition
while several ministriesinanceaid activities fromtheir regular budgepoliciesemerging frontheir
core work could also have a bearing on development. Therefmstria need to addressthe
cohereceof aidrelated activitiesnd coherencéetween aid and neaid policies However, he peer
review team felthat there isa weak understanding of the difference betwdwse two coherence
agendasn Austria

Political commitment and policy statementire key elementsof policy coherence for
development agefined by the DAQnN the SynthesisReport onPolicy Coherence foDevelopment
(OECD, 20081). According to thesynthesis reprt, Austriahad made moderate progress with political

22 TheCommi t ment to Development I ndex 2007 (CDI)

p
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friendliness. o Austria scored we | | for environt

http://www.cgdev.org/section/initiatives/_active/cdi/.
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commitment to PCDrad some progress with policy statement2004?° While there has been further
integration of policy coherence for development within the policy framework since the last peer
review, Austria could strengthen this commitment by publishing cleprigritised and timebound

action agendas for progre$sur t her mor e, MFAGs dialogue with NG
to discusspolicy coherence with civil society and could promote public debate about politically
sensitive coherence issues.

Growing governmern and public awareness of policy coherence for development

Policy coherence for development has grown in significance in Austria since it appeared on the
EU agendain 2001 Awareness has also increasadong NGOs and in parliament, notahlighin the
Sub-committee on Developmer@o-operation Snce 2001 Austria has signed several international
agreements in the EU, UN and OECBok 4) These agreements provide a frafoe policy
coherence for development, increase public discussion and understandingfand afi Aust r i ¢
international commitment tthe issueat the political levef* The MFA tries to participate in various
international networks, including the EU and @ECD, though it lacks capaciin this respect

Box 4. The European dimension of Austrian policy coherence for development

The EU®ds common de whch bgs naken shapp atlmajoryUN conferences since 2000, is an
i mportant platform for Austriaods develAwupnmeaundersigadings af golica
coherence for development. The European discussion in 2001 about the 3Cs (co-ordination, collaboration, coherence)
was an i mportant moment in Austriads conceptual t the BUk
Consensus on Development became an important frame of reference for Austria regarding policy coherence for
development. The rolling EU work programme requires regular reporting by member states of their progress and
record on policy coherence for development. The Austrian three-year programme still refers to the 3Cs when
di scussing Austriad6s contribution to EU development p

During its presidency of the EU in 2006, Austria added the energy-development interface to the agenda by
organising conferences and encouraging more work among members on sustainable development (CEPS, 2006).

However, here seems to be limited awarenesthefissueat field level. In Ethiopia, thembassy
had no formal mandate to promote and monitor policy coherence farlogenent and the
co-operation office did not have sufficient capacity to monitor these issues. érhbassy in its
commercial role, had informally reportéal headquartersn coherencessues related to the export of
Austrian equipment to the energy secto

In 2008, thdnformation Office on Economics and Developmeiats established in th&ustrian
Ministry of Economy, Family and Youthnder the Internationalisation Offensivts aim is to orient
development more strongly towards economic aspects. Threxgért meetings and outreadh
strives to create awareness of the complementabigpweendevelopment and economics. The
information office targets Austriabusinesseas well asthe generalpublic. An Advisory Board on
Economics and Development aimsettsure coherence with other Austrian activities.

Austrians increasingly recognise issues relating to policy coherence for developifieat
emergence of a market for fair trade produesg.Chocolate and coffee) shows some recognition

23 Analysis vwas based on the 2004 peer review.

24 The three year programme (2007, p.47) refers to the EU Consensus on Development (2005), biennial
EU report on policy coherence for development, various OECD/DAC Good Practices, and the
recommendations of the Panel forsg&mwide Coherence (2006) for the UN system.
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among the public othe impact of Austrian behaviour on international developm¢®Os with an
interestin and understandingf policy coherence for development are workingith limited
resourcesto increase public awareness of the issue. An entry poimnigagng with the public and
political leadership appears to belocae development withirthe context of global public goods,
global concerns and globalisation that affect Austrian lives and livelihétmigever building public
awareness that effectively conreatith the political discourse may be a challenge, but there are
opportunitiesFor example, théonger term impact and linkages to developing countiethe food
crisis couldbe debated witlfarmers, trades unions and chambers of commame through their
strong links to the political level help raise the profile of policy coherence for develapment

The need toaddress policy coherence for developmeistystematically

In Austrig, thereappears to b@o systematic basis for tacklingolicy incoherenceWhile the
development coperationact states that the Federal Government is responsible for ensuring policy
coherencdor developmentit does not state whiaministry hasresponsibility forensuring coherence
in practice The MFA isonly mandated to cordinge internal coherenda developmenpolicies The
lack of designatedeadership on this issue has systside implications for analysis, monitoring and
evaluation, reporting, policy arbitration aadgagement witbther stakeholders.

Co-ordination mecharsims

Another building blockof the policy coherenceycle is co-ordinatingand implementingpolicy
(OECD 2008l). The synthesis @portfound thatAustria had moderate success in putting policy- co
ordination mechanisms in placehe Federal Government is pemsible for ensuring the coherence of
non-aid policies withA u s t daveofinent objectives. As in other DAC members, cabinet is the
highest level forum for discussing and arbitrating on policy priorities. However, cabinet is the only
forum with a mandat f or addressing policies that are i
priorites. Fur t her mor e, Austriads u n don polity tcoherempce fon c i p | ¢
development because ministers have an implicit veto in Cabinet. WhileettexalChancellor (the
head of governmentian try to resolve ministerial differer&@nd negotiate a compromjsghe cannot
take an arbitrary decisidn.At the same timebringing coherence or incoherence issue€abinet
depends on each Miraiseé teetissue asswelvas tepacity of the administraiion
to submit evidencbased analysis on how other policies @ or undermine development efforts
Policy coherence needs to become a political priority in Austi@abinetis to develop the i to
debate and negotiate compromises for PCIh addition, Austria should take a more systematic
approach by identifyingnandating and resourcing a focal pdiotated where it will have sufficient
clout to raise coherence issues effectively in Cabiftgis could mean giving a clearer, more visible
mandate to the unit for policy emrdination in the MFA Austria could usefully considdrow other
donorssuch as Sweden and the Netherlamalge resolved this issue

The MFA has enhanced its negotiatiomgh Austrian ministries working on aid in priority ODA
policy areas, showing how joint activities can have beneficial outcdffests to ensure coherence in
the developmento-operationprogramme are evident in the chapter dedicated to policy cohdrence
A u s t thieeydasprogramneand through everal ceordination mechanism#n interministerial
working group, chaired by the Director General for Developn@mbperation was established in
2005. This group meets yearly to disctiesaid policy and has contributed to improved information
exchange and collaboration betweparticipants At the same time, the goodill of respective
ministries determines the level of coherence achigwethe case of security policfor example the

25 The Federal President appoints the ministers and the Federal Chancellor, who has no authority over
the ministers. See http://www.bka.gv.at/site/3521/default.aspx.
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Federal Ministy of Defence regularly consults the MFA on development issOégials in the
Federal Ministry of Defence expetitat work on athreeyear security programme will lead to a
coherent policywhich will include engagement with developmerthe MFA has comriited to
explore the scope for joint pegts with the Ministry of Bfence in Kosovdut will have to exercise
caution to ensure that these do not impinge on fundamental humanitarian principles (Annex C)
Similarly, the Federal Ministry of Economyramily and Youthis consulting with the MFA on
strategic guidelinedor trade and investment. Moferward looking planning and comprehensive
policies in these sectors, with strategic guidelines, could improve outcomes.

In pursuing broader consultations on pplioherence for development, the administration could
usefully involve civil society stakeholders. For example, the Austrian private sector is a key
stakeholdein the areas of trade and investmexith some companies taking fair trade initiatives. At
the same timegertainNGOs express their willingness to play a watchdog role in some sensitive areas,
e.g.export of smallarms which come within the competency of the MFA. Austria could encourage
improved corporate social and environmental responsilziitypss the private sector and encourage
NGOs to be more active in the area of policy coherence for development to supplement the
government 6s own capacity.

Monitoring, analysis and reporting

Government capacity for analgg policy coheence for developnm is limited Austria has had
partial success in puttingn place monitoring, analysis, and reporting systems (OECD, @p08
However, vhile ADA can analys internal coherenceand a unit within Division VII promotes
coherence in the aid systerwstria hasno dedicatedgovernment unit whictcould conduct and
commission research, analysis and repomimgolicy coherence for developmeiftisis a weakness
At present, cepperation takes place between Division VIl and the Austrian Research Foundation for
International Developmerit. The administratiorcould build on this ceoperation andxplorehow to
ue universities and research institutemre systematicallyo prepareanalytical studies of policy
coherence for developmerimproving analytical capacity euld allow Austria to promote PCD
across governmento monitor implementationincluding of new government billsand whole-of-
government studies on this topic.

With regard to evaluation, the MFAG6s rmsponsi
extended to policy coherence for development. No other government agency has responsibility for
monitoring and there are no guidelines for otmainistries to monitor policy cohemce for
development. SeveraNGOs and parliamentarians suggested tha d¢bver sheetfor each
parliamentary bill shouldnclude possible development implicationhis would requiresufficient
capacity in the ministries to identifythrough research and monitoringhe development impact of
eachpolicy. A dedicated governmeé unit, if created,could help select the relevant billsvith a
development impact and support gpecificministry in identifying impad

Sincethe last peer revieweporting byministrieson ODA activitiesin the threeyear programme
has improved However, these improvements have yetextend to broader policy coherence for
developmentConstraintsnclude the general weakness of parliamentary oversight and, particularly,
thelack ofa standing parliamentary committee development

26 Osterreichische Forschungsstiftung liiternationale Entwicklung (OEFSE)

27 A Ministry of Education paper suggested that there will be an improvement in funding for policy
coherence analysis. However, the paper was written before the global financial crisis and the
negotiations to form the negoalition government so the current situation remains uncertain.
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Achieving policycoherence betweeenvironment anddevelopment

The Austrian Federal DevelopmentCo-operation Act (20@) def i nes Apreser v

environment and protecting natur al resources th
of the three key objectds of Austrian developmento-opeaation National environment laws and
strategi es, in turn, cont ai n s iSgategyf an Sastainablel e v e |

Developmen{Federal Government of Austridf02)recognsesAu st ri abs toprentensi bi
sustainable development in developing countitisdJmweltforderungsgesetEnvironmerl Support

Act) of 2008 (§ 35 and§39 [1],6)*® specifies that any projects undertaken in developing countries
under the flexible mechanisms of the Kyoto Protanust respect the gts and principles stated in

the developmento-operationad, as well as international provision¥he FederalMinistry of
Agriculture, Forestry, Environment and Water Managenemandated to implement this law with

three other miistries (Foreign Affairs, Finance, and Economic, Family and Youth¥tria is one of

only afew DAC members to have taken this step towards policy coherence for climate change.

Climate change is highlightems a major global challenge the ThreeYear Pogramme2008
201Q Strategic guidelinesn environment and developm&nare currentlybeing developethrough
an interministerial processled jointly by the Ministy of Foreign Affairs andthe Ministry of
Agriculture, Forestry, Environment and Water Mgement This is a concretestep towardsetter
policy coherencéetween environment and development

The 20030ECD Environment Performance Review of Audi@&CD, 2003yecommendedthat
more attentiorshould be givero the links between environment, @imacy and development. Béx
describes aspects of institutior@-ordination between development and environment, a policy area
on which the Commitment to Development Index (2007) recorded a high score for Austria.

Box 5. Inter-ministerial co-operation for policy coherence of environment and development

The MFA has made particular efforts to engage in policy discussions with the Federal Ministry of Agriculture,
Forestry, Environment and Water Management regarding environment and development. While there are long-
standing international commitments for the environment which have development implications, such as the EU action
plan on climate change in the context of development co-operation, the recent volatility of food and fuel prices and
supplies has brought these environmental issues higher up the political agenda. Co-ordination mechanisms are in
place between the ministries and there is interest in joint analysis of key issues that link the two policy areas. In this
case, the two ministries are jointly working on strategic guidelines for environment and development that go beyond
ODA. In these areas, a specific intention was for the guidelines to encourage mutually beneficial processes and
outcomes (i.e. a two-way street).

Future considerations

1 Austria has made some progressritegraing policy coherence for development withita
policy framework It coulddeepen commitmenb and move forward on PCBy publishing
clearly-prioritised and timébound action agendaslarifying mandates and responsibilities
for policy coherence for developmemind building a system fanalysis monitoring and
reporting which includesperspectives and experienceant the field. Austria should look to
the experiences of other DACembers.

28 Federal Law Gazette (BGBI) 185/1993, last amended in 2008 (BGBI | 74/2008).
29 The current draft is entitled Leitfaden (Agui del
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More strategic attentiooould be given to increasingpolitical and public awareness and
understanding of how pol&s in Austriaaffectdeveloping countries.

Austria could take a more systematic approach to policy coherence for development by
identifying, mandating and resourcing a focal poiotated where it will have sufficient
cloutto ensurehat these issues are brought to the attention of the Cabinet

Austria could benefit further from usingthe capacity of academicthink tanksand NGOs

basedin Austriaand in partner countrie® conductresearchanalysis and monitoringn

policy coherence for developmetustias houl d | ook to ot her DAC
on this issue.
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CHAPTER 3

ODA VOLUME, CHANNELS AND ALLOCATION

Overall official development assistance: meeting aid commitments after debt relief

Austriabs t oEURIL3hilient or 0bD% of G ¢ 2007. As Figur2 shows, the
stri king f eat wperfermaode fromM2806 toi2@0D is thlearp ihcrease idebt relief
which in 2007 accounted fd&EUR 692million or 52% of total ODAEx c |l udi ng debt r el
2007 ODA/GNI ratio would have been @%: lower than the DAC average (0.26%ince the
prospects for additional debt relief over the period 2080 are limited, Austria nestb increase its
aid sharply to meet the EU minimum target of 0.51% by 2010. Austria restated its comritthesnt
target in the new Government programme and the Belder Chancel | eryds respons
Pledge in January 200t practice therehowever, appears to bigtle prospect of the commitment
being met

Figure 2. Trends in Austria's ODA, EUR million
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Source: Annex B, and ADA

The 2004 Peer Review of Austria foresaw the need for a forward spending plan in order to meet
commitments and recommended that Austria develop a consstaiegy, including an explicit
growth path, to fulfil its ODA commitment®Vhile some discussions occurred in 2007 to establish an
A ODA growth patho (see bel ow), nd concrete meas

Overdependence on debt relief for achie\aidjtargets

Debt relief was the main dnahapgears 2002007 gFiguré®).u st r i a
Aust ri ab s offoudstagdiny debt @08 ODA loansfar exceeded that of any other DAC

30 Meetings in Viena and Ethiopia.
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member as a share of Gigure4). This suggests theerd to review lending criteria to better protect

the Austrian taxpayer against the danger of excessive lending to borrowers who will be unable to meet
their repayments. &bt relief accounted for more than 50% of reported EAveer2005and 207 -

an unpecedented situation for any DAC membdowever, the apparently stable high level of debt

relief in these years needs to be interpreted with caul@bA would have fallen sharply in 2007 as it

did in other DAC member s ( 1 detpyto 2007@r} of theudebt reliefr A wu s
agreed by the Paris Club for Ni /@GN ratiodor 200V cl@s® 05. T
to 0.5%, as it had been in 2005 and 208®ile the delay did not break Paris clobDAC statistical
rules, it dd impairt he comparability of Austriabés ODA figu
andthe delay in implementing debt relief for Nigeria lacked any developmental justifié¢h@my

one other DAC member (Denmark) delayed some Nigerian debt falief u s t r | ahadafad el ay
more significant effect on its aid data.

Figure 3. Debt relief as a percentage of net ODA in selected DAC member countries 2005-07

70 ~

per cent

| 2005 = 2006 = 2007

Source: Statistical Annex, Development Co-operation Report 2008, OECD
Figure 4. DAC members' forgiveness of non-ODA debt as a share of GNI, 2003-07
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31 The practice of delaying debt relief continued in 2008 when the Ministry of Finance decided to shift
approximately EUR 10 million of Togobs debt reli
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Themi ni stries of Foreign Affairs and Finnance wi
after 2008 and that Austria needed a more comprehensive road map for meeting the 2010 and 2015
targets. To address this, yheet up a working group in 2007 led by the respective State Secretaries to
negotiate and work out a strategy for gradually easing ODA. One important aspect of these
discussions was the suggestion that additional funds would have to be earmarked and used for ongoing
bilateral country and regional programmes, as well as for increasing voluntary contributions to UN
organisationso as to catch up with the EU aage However, his growth path was not approved by
the governmenat the time was not published, and is not on the agenda of the current government
which came into power in late 200® addition, the newjo v e r n megnambesackpawledges the
possibility of mi ssing the 2010 ¥ iBaring farthay e t du
exceptional payments for debt relief or other purpBséaistria is therefore highly unlikely to meet
the minimum EU country target of A% in 2010**

Austriabs aid is fragmented

Austria has made exceptional progress in reporting and capturing the aid activities of all
ministries involved in aid to the DACOs Credit
ministries allocating aidAustria does not have an integrated aid budget. Experience from DAC
members shows that having an integrated budget improves the coherence of the aid system, simplifies
monitoring and reporting of development related expenditures and decreases traneatgitor both
donor and partner countries. While the transition to one aid budget may not be immediately feasible in
Austria, ministries should plan their ODA commitments at the beginning of the financial year and
communicag them in their annual budgetulsmissions. Once Austria has approved a binding
developmentpolicy all ministries should demonstrate how their planned aid expenditures will
contribute to it.

The small share of ODA managed by the Ministry of Foreign Affairs

According to the Austrian albrities, he MFA managed0.4% of total ODA in 20073(4% fr
multilateral aid and 7% (USD 126 million) for the ADA budget which is also channelled through the
MFA). This is compared tothe 77% managedby the Ministry of Financef¢r debt reliefand
intemational financial institutiod and 5% managed by the Ministry of Science and Research,
mainly for imputed student costs (USD million in 2007, Chapter 6% Thus despiteits mandateto
implement the Development @peration Act, the MFAnly has diret control overonly onetenthof
A u s t ODAaalihsugh italso collaborates closely with the MoF.

Aid excluding debt relief totalled USB61 million®’ in 2007. However, USD 122 million of this
went on imputed student costs and subsistence of refugefssina. A further USD484 million
(27% of total ODA), was multilateral aid. Thusustria allocated only USD 242 million (15% of total

32 See the Government programme for the XXIVth Legislature.

33 Forexample, caused by the timing of capital payments to multilateral development banks.

34 Sudan is one of Austriabés remaining debtors. Wh i
wi |1 receive debt relief, A lie§ of mpp@dénsmteyWVEUR i6@0t r y 0O
million of Austrian lending.

35 Other than debt relief, the MoF allocated EUR 113 million to International Financial Institutions in
2006 (23% of total ODA managed by the MoF).

36 Memorandum

37 Total gross ODA (USD 1836 m) lesiction related to debt (USD 947 million) (Table B.2 Annex B).
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ODA) in traditional bilateral aid in 200%.1ts averageg country programmabl e
excludes food and humaaitan aid and core funding of NGOs, has been calculated for808SD

158 million, just 10% of total gross ODEOECD, 2008e) Austria is not providing aid to priority

countries at levels consistent with those of similarly prosperous EU coumriekgland, Sweden,

Belgium, and Denmark), undermining its profile among donors and in national policy dialogue (Box

6). Increasing country programmable aid and multilateral aid is the only viable method for Austria to

lift its performance in line with itsammitments to increase aid. This would halgstria provide more

aid for the programmes it supports at regional and national #\al adequatescale and degree of
predictability to allow effective aid management by partner countries

Box 6. Why Austria needs to scale up in Ethiopia

When the peer reviewt eam vi sited Ethiopi a, it was apparent
development co-operation there were related to the small size of operations compare d t o Et hi opi a
needs (see also Box 10). Projects or programmes might be well run and successful, but they need replication and
scaling up to make their impact measurable beyond a small group of beneficiaries and a small geographical area. This
could be achieved with additonal Aust ri an resources, or through Adivisi

Despite being a priority country since 1993, Ethiopia accounted for only 0.4% of Austrian ODA in 2007. Even
discounting the exceptional debt relief to other countries, that percentage would not rise beyond 0.8%. The case for a
significant scaling up is therefore particularly clear as such a small programme puts into question the value of an
Austrian development co-operation presence in Ethiopia.

Moreover, one-third of aid disbursed to Ethiopia is allocated through five channels: (i) the NGO co-financing
programme; (ii) the private sector and development programme, (iii) humanitarian aid, (iv) the education programme,
and (v) multilateralpr ogr ammes. These programmes are not aligned
paper for Ethiopia. Austria should endeavour to integrate these activities into the country programme and consider how
these activities can make a greater contribution to the priorities outlined in the country programme.

Source : Peer review interviews in Ethiopia

Core bilat er al ODA: ADAGs operational budget

A u s t coieaidpsogramme is administered BPA, which was created in 20a8 implement
a scaleeup bilateral programmemongst otherthingsCh apt er 4) . However, ADA
increased by EUR1million since its establishment in 2004 (EURmillion compared to
EUR 84 million in 2009). According toA u s t provigi@énal budget figures for®0 9 , ADAOGs to
operational budget will be EURD2.6million in 2009%° This includes EURB4.1mi | | i on for A
regular operational budget and an additional ElOEmillion (carry-over from 2008 funds and
supplementary spending authorisation and BURIlion for the annual European Recovery
Progra}lgnme fundADAG6s 2009 admi ni silfi7miltionhe same abdgpeevious s E UF
years).

Achieving greater aid concentration atl2A
With its small core aigprogramme Austria should increase the sharfeaid going diredy to

partner country institutions so as to meet its ambitions to conform to the Paris agenda. According to
the Austrian authoritiesin 2006 only 17% of A D A &sdget (EURL6 million) was allocated to

38 See Table 2 in Statistical Suite, Annex B. Figures in Gross.
39 Final figures will be published only after budget speech on 21st April.
40 20092010 budgetary negotiations should be firadist ministerial level during February and March

2009 (the Finance Minister's budget speech in Parliament being planned for 21st April).
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