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DAC PEER REVIEW OF DENMARK

The Peer Review Process

The DAC conducts periodic reviews of the individual development co-operation efforts of DAC members. The

policies and programmes of each member are critically examined approximately once every four or five years.

Five members are examined annu a-iopesation Orbacorat©@Ea@ited anayiialv
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
the major DAC policies, principles and concerns, and review operations in recipient countries, particularly with
regard to poverty reduction, sustainability, gender equality and other aspects of participatory development, and
local aid co-ordination.

The Secretariat then prepares a dr a-peratiorewhiohrig the dasis forh
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 Greece and the Netherlands for the Peer
Review on 8 June 2007.

In order to achieve its aims the OECD has set up a number of specialised commi
One of hese is theDevelopment Assistance Committewhose 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 bdt the amount and the nature of their contributions to aid programmes, bilate
and multilateral, and consult each other on all other relevant aspects of their developi
assistance policies.

The members of the Development Assistance Committee are iAusiastria,
Belgium, Canada, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Jaj
Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switze
the United Kingdom, the United States and the Commission of the Eui@peanunities.
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AEPC

B2B

CSO
CSP

DAC
Danida
DCCD
DEMA

EC
ESAP
EU

GHD
GNI
GPRS

HUGOU

IFI
IFU

JAS

LDCs

MCDA
MDG
MFA
MOPAN
MP

NAO
NGO

OCHA
ODA
OECD

Acronyms

Alternative EhergyPromotionCentre
Business to Businessdgramme

Civil Society Organisations
Country Strategy Paper

Developmenfssistance Committee
Danish International Development Asaince

Danidaés Centre for Competence Devel

Danish Emergency Management Agency

European Community
Energy Sector Assistance Program
European Union

Goad Humanitarian Donorship
Gross National Income
Growth and Poverty Reduction Strategy

Human Rghts andGovernance ®gramme

International Financial Institution
Industrialisation Fund for Developing Countries

Joint Assistancetategies
LeastDeveloped Countries

Military and Civil Defence Asset

Millennium Development Goal

Ministry of Foreign Affairs

Multilateral Organisations Performance Assessment Network
Member of Parliament

National AuditOffice
Non-Governmental Organisation

Office for theCo-ordinationof Humanitarian Affairs

Official Development Assistance
Organisation for EconomiCo-operationand Development
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PCS Project Coundéng Service

PPP Public Private Par&rship

PRSP Poverty Reduction Strategy Paper

SPA Seven Party Alliance

SPS Sector Programme Support

TA Technical Assistance

TNS Training Needs Survey

UN United Nations

UNDP United Nations Development Programme
UNICEF Uni ted Nations Childrené6s Fund
UNHCR United Nations High Commissioner for Refugees
WTO World Trade Orgamation

Signs used:

DKK Danish Krone
EUR Euro
USD United States dollars

() Secretariat estimate in whole or part
- (Nil)

0.0 Negligible

. Not available

é Not available separdtebut included in total
n.a. Not applicable

Slight discrepancies in totals are due to rounding

Annual average exchange rateddKK per USD)

2001 2002 2003 2004 2005

8.3208 7.8843 6.5766 5.9876 5.9961
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Denmar koés

DENMARK

Change
Net ODA 2004 2005 2004/05
Current (USD m) 2037 2109 3.5%
Constant (2004 USD m) 2037 2076 1.9%
In Danish Kroner (million) 12 198 12 645 3.7%
ODA/GNI 0.85% 0.81%
Bilateral share 59% 64%

Top Ten Recipients of Gross ODA
(USD million)

1 Tanzania 920
2 Viet Nam 73
3 Mozambique 66
4 Uganda 64
5 Ghana 58
6 Bangladesh 49
7 Zambia a7
8 Burkina Faso 41
9 Nicaragua 37

10 Benin 34

Ai d at a

By Income Group (USD m)

538

239

By Region (USD m)

gl ance

Gross Bilateral ODA, 2004-05 average, unless otherwise shown

Clockwise from top
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THE D AMAINSINDINGS AND RE COMMENDATIONS

Overall framework and new orientations

Denmark is one of the DAC members which has ¢
target of 0.7% of gross nationalcome (GNI) allocated to official development assistance (ODA).
Since the last peer review, Denmark has secured political consensus for maintaining ODA at a
minimum of 0.8% of GNI. The key strengths D&énmarkd gevelopment coperationsystem are its
legal basis strategic frameworkinstitutional system andmphasis on quality assuran@dese assets
derive from thdong-standing support for development assistance, reaffirmed in 2003 by the current
governmentand backed up by akimprovements in the sysh. These strengths ensure Denmark is in
a good position to address the challenges facing the donor community in pursuing the Millenium
Development Goals (MDGs) and in implementing the aid effectiveness agenda.

Key assets

Danish development eoperationbenefits from a solid legal basis. The 1971 Act on International
Development Cm per at i on i S i ts political foundati on
Partnership 2000¢confirms poverty reduction as its overarching objective.

Since 2003,iegovernnent has increased the political prioritydH#velopment policyepitomised
by the active engagement of the Prime Minister andagmointment of a Minister for Development
Cooperatonwi t h responsibility for devel opimgo and i
operation policy A history of minority governments illustrates the consensual style that characterises
the Danish political environment. This consensesking approach contributes to the broad support
for development coperation. The Ministry of éreign Affairs (MFA) maintains an open dialogue
with various constituencies, which strengthens its support Basgonger emphasis has been placed
on theMi ni saremr wasl presentation to parl i ament of
development ssistance, which reinforces political ownership of the aid programme. Furthermore, the
MFA facilitates visits by members of parliament to partner countries so they can better understand the
need for aid and the realities of delivering it. This has helpedre thepolitical consensus for ODA
volume, and to ensure a wideBhared belief in the aid effectiveness agenda.

Denmark has a strong strategic framework for developmeperation, in which reducing
poverty and achieving the MDGs are the overarchbinjgctives Over the last few yeartheemphasis
has been on the challenges and opportunities of globalisation and its impact on poverty reduction
strategies. At the same time, development policy is increasingly seen as an integral part of Danish
foreignpolicy. In particular, the potential role of development assistance in promoting global security
and stability is highlighted in the 2006 statement on developmepp@&ation, Commitment to
DevelopmentThis outlines the strong Danish profile in recomstion and conflict management, and
puts special emphasis on the role of development to help resolve conflicts in Africa.

Since 2003, Denmark has also developed a strong policy framework based on seven priority

themes and three cresatting issues (gendequality, environmental sustainability, and human rights,
democracy and governance). Like other DAC members, Denmark struggles to mainstream these cross
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cutting issues, but is strengthening its approach in this regard. Denmark is also at the forefront of
providing guidance for capacity development, considered to be a key element in its development
assistance programme. Denmark is encouraged to continue to share the lessons learned in these areas
with the donor community and to play an active role in t#eCDdebate on capacity development
approaches.

The final key feat ur e -agpératiddasnitsintedcaded institetionall o p mi
system within the MFA at headquarters and in partner countries. Since 2003 this has been
complemented by decentraligirthe bilateral aid programme from headquarters to 16 key partner
countries (the Aprogramme countrieso), a key s
2005, the Danish programme was also decentralised to four multilateral missions. Thés ase
been accompanied bystrengthened approach to quality assurance, supported by a newbasetts
system and an emphasis on knowledge management.

Challenges at the policy level

T he Mi mannsat peesentation of priorities to parliamssridsto add a number of new initiatives

to the programme, which may fall within Danish thematic priorities. This further complicates
D a n i ‘cpaliéy Sramework and makes budgeting and programming a challenge. It also places an
additional burden on embassies, whitave limited ability to track impact. ik therefore important to

ensure that the priorities presented annually r
case in 2007, with good governanceteswomends rig
Whil e Denmar k 6 shased aulture grings a flegilden mragmatic approach, it may

inhibit innovative thinking and riskaking. Denmark tends to be cautious about taking risks, in
particular regarding financial management issues. This le&y to insufficient scope for learning,
experimentation and initiative, both for the recipient country and Danida, thereby weakening the
ability to improve performance and implement the ownership and alignment principles. It may also
lead to Denmark favaing relatively stable and welperforming countries over more risky
environments, although, to its credit, Denmark did retain Nepal despite its shift from stability to
conflict. Denmark should consider how it can balance the bt need to demonstratesultsinter

alia to shore up public and political support with the need to take risks, engage in difficult
environments and meet its commitments to aid effectiveness. As with other donors, Denmark should
also endeavour to ensure that its accountabitityparliament does not substitute for, but rather
contributes to, strengthening domestic accountability in recipient countries

Public information is a high priority for the MFA and the minister is actively involved. The most
recent communication strated20032006) focused on the MDGs and has successfully increased
public knowledge of, and interest in, development assistance. However, Danida will need to
strengthen efforts to use innovative communication approaches to raise public awareness of complex
dewelopment issues and of new ways of delivering aid. It should continue striving to increase openness
in its dealing with the medid&ublic funding for development education through NGOs is decreasing
and NGOs with whom the Ministry has a framework agreeraeninow required to co finance their
activities. Against this background, the Ministry should maintain, through regular consultations, the
close links it has established with NGOs.

1 Danida is the brand name commonly used to refer to the development activitie MFA.
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Recommendations

1 Denmark is invited tanaintain thefocusof its developmat strategy ora small number of
themes and toeinforce its mechanismis placefor following-up on crossutting issues and
priority themes This should be donim light of the debate on the division of labour among
donors.

1 Denmark is encouraged to conte to share with other donors its experience in
mainstreaming crossutting issuesand its approach taapacity developmentand to
disseminatéts good practice

1 Denmark shoulcdconsidercomplementinghe shortterm need toachieve andiemonstrate
resuts in order to reinforce public and political suppeith the need to banovative and in
line with the aid effectiveness agenda, which requires a ldegarperspectivelo this end,
it should use its communication strategy actively.

1 The MFA should cotinue its efforts to raise public understanding of, and support for,
approaches taidthat are in line with the aid effectiveness agenda

Promoting policy coherence for development

Denmark is aware thaglobalisation reduces th#aditional division betwveen domestic and
foreign policies as highlighted by the MFA 2006 repotiplomacy in a boundless wotléFrom this
perspective,development coperation contributes, alongith trade, iwvestment environment,
security andyood governangeéo D e n ma r réigh policlygmals ofensuring a more peaceful and just
world, with development and economic growth for all.

Trade, security anddevelopment are all within the MA 6remit The ninistry has made
substanal achievements in promoting coherence betweerethssas, notably in pushing through EU
sugar reforms and in peabailding initiatives. Mechanisms for promoting better policy coherence,
especially in theeareas, have evolved organically to deal with real concéitnall levels (political,
official, and public), the Danish approach to building support on specific issues has been inclusive and
consensual.

Apart from thempressive institutional mechanisms in place to handle EU mattéssonducive
environment has not been formally translated integall or institutional framework thatould require
different stakeholders to consider the broader development impacts of policy clmapgeticular,
attention shouldbe given to mechanisms that go beyond ftveign affairs remit A strengthened
analytial capacity will be cruciato allow the political debate to be well groundaad to enable
Danida to inform the political agenda. To achieve this, the MFA could draw on a wide variety of
sources, including information received from the embassies.

Recommedations
T Denmark is encouraged to build on its existing Hg@vernmental cordination committees
to promote policy coherence in areas that go beyond the foreign affairs mandate. Denmark
could make better use of the analytical capacity in its systenuding the Danish Institute
for International Studies, to inform high level discussions of developmetated areas.

1 Denmark could consider how to strengthen its collaboration with other member states in
promoting policy coherence within the EU and the @EG addition, making better use of
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its embassies in partneountries on these issues would also bring a-balskd, recipient
perspective on policy coherence issues into the Danish developmentdadiat.

Aid volume and distribution

With aid volumesteadily increasing in real terms since 2003 an@®@B#A/GNI ratio secured at
0.8%,Denmar k is one of the most gener ous DAC do
USD 2.11billion, representing 0.81% of its GNI. This ratio was the fifth highest in the Dak@,

Denmark camel?" out of 22 DAC members for the volume of ODA granted. According to
preliminary figures, Denmark will remain in the same position in 2006, with an ODA volume of
USD 2.23billion and an ODA/GNI ratio of 0.80%.

Denmark has recently shéfi from a disbursemebtased budget to a commitmérdsed budget.
In orderto reach the 0.8% target, Denmark will need to maintain flexibility within budget lines so that
overall disbursement levels effectively match overall commitment levels. Assuminguesh
economic growth in Denmark, the country will also need to ensure that the additional resources are
used effectively to fund new or extended developmestpayation programmes.

Denmar kés bilateral progr amme h aishOBKicrecenmit ed f
year s. It is strategically shaped around -16 fdApr
term partnership. There is a strong focus on Africa and the least developed countries (LDCs).
Denmar kés f 1l exi bi |Inakey itveelswtedzopmerkind yn fragie stptesnitsseould
consider further engagement with such countries, which are often less on track to meet the MDGs. To
this end, Denmark should develogteategicentry and exiapproachsomething of a challender all
DAC countries. The <criteria set by parliament
favour stable and weperforming countries, could also be reconsidered.

Within each programme country loterm support is targeted to a small numbérsectors,
enabling Denmark to develop a real comparative advantage. Despite pressure to earmark funds for
reasons of political visibility, it is commendable that Denmark has so far avoided setting input targets
for its development programme. Denmarkeigcouraged to continue to be flexible in allowing each
recipient country to identify the appropriate mix of sectors supported, taking into account national
priorities and other donorsdé involvement.

Denmark is a key contributor to many UN agencies, aatbs able to provideapid and flexible
support when needed. Denmaik actively promoting joint donor performance assessments of
multilateral organisations and has already conducted innovative joint investigations in this area.
Denmark has also been aliie develop synergies between its bilateral aid programme and aid
provided through multilateral organisationscdiuld build further on its decentralised system, set up in
2005, to reinforce its strategic approach to multilateral organisations; this icclude reviewing
whether it should engage with fewer organisations than the 38 internatrgaaisations it currently
supports.

Recommendations

1 The Development Assistance Committeeo mmends Denmar kdés deci si o
at a minimum of 0.8% of GNBAnd encourages it to continue this palicy

1 Denmarkis encouraged tdevelop a coherent strategic framework for engagement in fragile
states

DAC PEER REVIEW OPDENMARK - © OECD2007 13
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Aid management and implementation
An effective institutional system

Combining a decentralised but highly integdasystem within MFA headquarters and in the field
has proved effective. The locus of leadership for all development policy and strategy, both bilateral
and multilateral, lies within the MFA, where the Minister for Developmenboeration has final
responbility for all matters relating to Danish assistance within a framework approved by the Danish
Parliament. At the same time, since 2003 broad responsibility for designing and delivering the aid
programme has been devolved to Danish embassies in progmaoantees. In 2005, decentralisation
was also extended to four Danish missions to multilateral organisations. Decentralisation has been a
positive move for a number of reasons, including enabliagji)icker response to development needs;
ii) flexibility for aligning programmes with partner country priorities; andhgi)monisation with
other donors. The Danish institutional system also ensures coherence, facilitates communication and
allows Denmark to develop efficient synergies between the bilaterahahitateral channels. While
the decentralisation process has reached an appropriate balance between the respective responsibilities
of Copenhagen and the embassies, the role of the Regional Departments at headquarters still needs to
be clarified.Denmarkis invited to evaluate the decentralisation exercise; such an evaluation would not
only benefit DAC members engaged in a similar process, but also those considering decentralisation,
including new donors.

The Board for InternationaDevelopment Capperaton (Danida Board) provides thainister
with independent professional and technical advice on strategies, action plans and activities related to
dewelopment ceoperation.This setup adds continuity and stability o Denmar kés devel op
it resultsin strong involvement and deep knowledgethe part othe various stakeholderand also
heightens public trust ithe process | t is important, however, t o
advisory role in order to prevent confusion over roles aras lof responsibilities.

Developing a quality assurance approach

Decentralisation has been accompanied by a strengthened approach to quality assurance, marked
by dear management guidelines and formats for programming and performance feedback. Denmark
also makes good use of modern communication tools to maintain strong links within the system
(videoconferencing) and to develop learning (innovative approacltetrm@ng).

Danida is shifting toward a resulmsed management system with a new results mingjtor
scheme introduced in 2003. This scheme does not aim to attribute overall improvements in a country
to Danish inputs, but enables Denmark to track progress against stated objectives and expected results.
However, Denmark could consider further ratiosialj this reporting system, as it involves many
di fferent tools and may be time consuming gi Ve
consider how it can effectively integrate this reshlised system with its commitmdrased budget,
in order toclosely link countryspecific performance reviews to allocation of resources.

Danida has set up an efficient knowledge management system. It also benefits from an effective
Evaluation Department whose role in developing evaluation methods is recogitisiadte wider
donor community. Knowledge management and evaluation are both key assets for Danida. Denmark
could make better use of these tools by being more systematic in the management of its various
sources of information, and in giving the EvaluatiXpartment more weightithin the organisation.
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Implementing the aid effectiveness agenda

Denmark is highly committed to the aid effectiveness agenda, which benefits frorpolitazl
support. In addition to the 2003 decentralisation process which aitoedreate a supportive
framework, Denmarkhasadopted a pragmatic and incremental approach to implementing the Paris
Declaration commitmentsVisible results include i) a significant reduction in the provision of
technical assistance along with a renewa@groach to capacity developmeii} a shift away from
projectsto longterm sector programmes (whielccounted for 60% of Danish bilateral assistance to
programme countries in 2005ii) an avoidance o$etting input targefsiv) active engagement in
donor ccordinationand joint approachesnd v) considerable progress @id untying. In 2006, a
detailed review oharmonisation and alignment of Danish bilateral assistance to programme countries
was completed by the National Audit Office, which gdueher impetus to implememg the aid
effectiveness agend&ven though Denmark already actively promotes the implementation of the aid
effectivenessagenda in partner countries, there is still scope for pragréss wasalso reflected in
the 2006 Survey o Monitoring the Paris Declaration. One particular challenge will be to achieve
progress on the target to reduce the number of Project Implementation Units (PIU).

Denmark should continue to improve its country strategy process to ensure there is enough
flexi bility to fully align the aid pr ogbeanmrke wi t
should alsaeview experience with itsew commitmenbased budgeting, which aims to increase aid
predictability, in order to ensure it remairilexible enowgh to reallocate funds when new priorities
arise, and is consistent with the need to focus on results rather than inputs. Aid consultations should
increasingly be conducted in the context of joint donor approaches. The bilateral consultations held
every seond year could focus on overall political, foreign policy relations, subject to recipient
countries expressing a similar preference.

Denmark should review its ten criteria f@eneral Budget SupporGBS) with reference to
accountability relations, partitarly in the light of the principle of mutual accountability. Theray
alsobe room to improve programrrgased approache®enmark still retains amallnumber offree-
standingbilateral projects in its sector approach. The use of country public fihanaizagement
systems coul d al so dliriet applicgiian ofvfieashgial nizveagemestariddrds
should translate into capacity building and should avoid setting up separate funding arrangements and
parallel implementadn structures.tlis crugal to consolidate the emerging trend for Danish technical
assistance to be aligned and harmonised with other donors and to build c8macgyeat docus on
financial control risks undermining ownership. Finally, Denmark is invited to implement fistgla
look at aid effectiveness iperformancereviews ancevaluation; this would help systematise the aid
effectiveness approach across embassies.

There has been substantial progress with aid untying since the last Peer Review. Denmark has
untied allaid as of November 2006 with the exception of its Mixed Credit Programme. Food aid will
be untied fron2008 onwards. This goes beyond the DAC Recommendation for aid untying. There
have also been several positive changes to procurement policy in line witerithBeclaratioron aid
effectiveness. However, Denmar kés Mi xed Credit
Denmark and this is not in accordance with the 2001 DAC Recommendation on untying ODA to the
LDCs? The programme has an annual buddeEOR 40 million (3% of the Danish aid programme)
and operates in a number of LDCs with increasing commitments, accototii% of the mixed
credit scheme in 200@enmark is encouraged to undertake an analysis of whether the development

2. Denmarld s v i e this éxseptibnitathe Recommendatisrcovered by the remarksade at the
time ofitsadopti on, which stated that Denmar koés pos
Recommendation is to be assessed against italbperformance on the effort sharing matrix.
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results achiewt by the use of the tied mixed credit scheme as well as the public support benefits could
be achieved through the use of other instruments. This could allow Denmark to reconsider
its exceptionin light of the Paris Declaration on aid effectivenessiari@ht of the improved overall
performance of DAC Members gffort-sharing, as suggested by the 2007 OECD/DAC High Level
Meeting

Improving aid efficiency

In the coming years, Danida will face a resource constraint: in common with other Danish public
adminstrations, it reduced its administrative costs by 25% between 2001 and 2004. This decreasing
trend in administrative resources raises the question of how far Danida can reduce its resources
without negatively affecting quality and its ability to adapt éavraid modalitiesDenmark has been
able so far to maintain the quality of its programme despite reduced human resources, but it will need
to maintain the right skillsnix and ensure it is well equipped to deliver the programme in line with the
aid effectveness principles. In this respect, Denmark should consider how to create incentives for aid
effectiveness in terms of organisation, staff commitment and budget allocations.

Harmonisation and alignment are seen as ways to address the resource cohstr@misassies
are not yet benefitting from reduced transaction costs. For example, whilst there are numerous joint
programmes, Denmark only occasionally delegates programme management to another donor. The
option of delegating part of the programme toeexal implementation units needs to be assessed
against efficiency criteria, whilst increasing the Danish score on parallel PlUs. Finally, the
decentralisation process means that Denmark is relying more on local staff for implementing the
programme. In orer to continue the move towards devotyinigher responsibilities to local staff, it
will need to consider how toffer thema bettercareerstructure

Recommendations

1 Denmarkis invited toevaluatethe MFA decentralisation exercise. In addition to the=clir
benefit Denmark will draw fromthis, it will provide useful input to the DAC aid
management experience aatlow DAC membersas well as new donor® improve on
current practices

1 Denmark needs to consider how to maintain the right level of humarrceswith the right
skills and gender balance. Given the increaseld of locally-recruited staff in its
decentralised programme, it should consider further career development for these employees.

T Denmark is encouraged t oyibkniwedge mamagdrent and a 6 s
evaluation methodology to further develop and disseminate learning arsideutside the
organisationdr the benefit of other DAC members.

1 In the light of the aid effectiveness agenda, Denmark is invited to pursue théoiremds a
reinforced country strategy process that supports joint assistance strategies and that is
conducive to mutual accountability. Denmark should consider how to create incentives for
aid effectiveness in terms of organisation, staff commitment adgeballocations.

1 Denmark is invited to consider other mechanisms or instruments for getting both
development and public support benefits currently achieved through its tied Mixed Credits
scheme. This would allow Denmark rieconsider itexceptiorto aid untyingin light of the
Paris Declaration on aid effectiveness #mel improved overall performance of DAC
Me mb emthsréspect teffort sharing.
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Humanitarian aid

Denmark is regarded as an effective, lean humanitarian aid donor and has an established
reputation for its work in both crisis response and policy engagement. Humanitarian assistance
receives a high priority with the Danish ODA system, as seen in its policy framework and levels of
funding. It is regarded as one of the leaders of the Good HtarianiDonorship initiative (GHD) and
plays an important part in international policy debates. However, Denmark needs to consider whether
staffing of the humanitarian department is sufficient to engage consistently on policy issues.

Denmar k 6s Iaid mdasedtoma dlear rstrategic approach. It is strongly committed to
GHD, including acting as current -@hair of the initiative, and places a particular focus on ways to
make GHD operational at field level. The lessons from this effort should bel shigiheother donors.

Denmark has traditionally placed a significant emphasis on multilateral funding channels, making
core contributions to humanitarian agencies and ensuring light levels of earmarking. 15520Q8,
its humanitarian funding was tearmaked contributions to the UN system, and its continued
contributions to the UNOGs Central Emergency Re:
Denmark is a leader in a number of funding and partnership approaches which are consistent with
GHD and whit should be shared with other DAC donors. These include for example the 25% of its
humanitarian funding which is a mujtear commitment to framework agreements with major
humanitarian agencie$he Humanitarian Department should learn from the developapgmbaches
to such frameworks to ensure that the new commitinaseéd budgeting arrangements do not
undermine this approach.

Decentralisation has had an impact on the humanitarian programme in makirgjnagion of
multilateral activities more complexoles and responsibilities between Copenhagen and multilateral
posts need to be clarified in some cases. It would also be valuable for embassies-affertsid
countries to have the capacity to play a greater role in monitoring and reporting on htieraigssues
and projects, through dedicated time for appropriately trastedt!.

The Humanitarian Contact Group is an informal, technical group bringing together Danish NGOs
and government officials. It is perceived to have influence within the Mini$tBoreign Affairs and
is valuable to NGOs and officials from other ministries as a way of sharing information and analysis.
It would be useful to publish terms of reference for the group and lessons learned from the way it
functions.

Recommendations

1 Building on its experience of working in fragile states and of linking relief to rehabilitation
and developmenenmark should consider updating its 2002 humanitarian policy statement
in light of progress with the GHD initiativén doing so, it should contire to engage in a
consultative discussion with key partners on future directions for the progrdrhisevould
allow it to build on its comparative advantage of flexibility in the way it delivers aid. This
policy framework and the strategy for engagemetiitagile states should be closely linked.

1 Denmark, like other donors, needs to continue to remain vigilant about ibgtioo of
humanitarian action to achieve political or military goals. MRé#eds to retain its lead
position on humanitarian assistenm order to ensure its neutrality and independence
particularly through ensuring practical adherence to the MCDA and Oslo guidelines.
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SECRETARIAT REPORT

Chapter 1

Strategic Orientations

Strategic foundations of Danish development coperation

Denmark hasa longstanding traditionof developmentco-operation and has consistently
allocated more thatme UnitedNations (UN) targebf 0.7% of Gross National Income (GNI) allocated
to Official DevelopmentAssistance(ODA) since 1980. Its evelopment caperation approach
benefits froma solid legal grounding based onthe 1971 Act on International Development
Co-operation which has benamended several times, most recently in 2002 (MFA, 2002a). The
political foundati on f or Den ma P&tdesshipd200parhapmp me n t
aid strategystatement adopted hyarliament in 2000. Thigonfirms poverty reductioio be the
overarching objective of Danish developmentoperation (MFA, 2000a). In recent years, with
globalisation emerging as a key feature of international development, development policy is
increasingly seen as an integral part of wider Danish foreigaypoli

The consensual stylthat characterisethe Danish political environmengssociated witla long
history of minority governments, results in broad support for development assistance. The Ministry of
Foreign Affairs(MFA) maintains an open dialogue Wwivarious constituencies, includipgrliament
and non-governmental organisation®NGO9, and thisstrengthenghe MF Asbsupport baseSince
2003, a stronger emphasis has been placed dd tha i samneat piesentatioto parliamentof the
go v e r n meontiesbfer Danish development assistantgis generates debate on development
policy and reinforces political ownership of the aid programfigea result, the government has now
secured politicahgreementor maintainingODDA-volume at a levebf at least 0.8% of GNF There is
also a widely shared approach to the aid effectiveness agenda.

The broad organisational contoursdnishdevelopment coperation are conceptually simple
with an integrated systemwithin the MFA at headquarters and in partneountries.The locus of
leadership for altlevelopment policy and stratedyoth bilateral and multilateral, is thFA, with the
Minister for DevelopmentCo-operation having final responsibility on all matters relating to Danish
assistance within the im@work approved by the Danish Parliament. THeANE in cloe contact with
parliament, which approvdsudgetary allocations outlined the annual priority plan presented by the
Minister for development cooperation, as these are also reflectd@ iRinace Bill proposal The

3. Following a sharp decrease in aid volurime2001 (see Figure 2)the previoudy high rate beame an
issue for political debate, with opposition partmsch as the Danish Social Liberal Party dinel
Social Democratswanting to raise it back to 1.0% and the Danish Péoplarty to decrease it to
0.7%.
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MFA also has close relations with Danish embassies and representations to multilateral organisations,
which have a wide responsibility fatesigning and delivering the aid programme, since bilateral
co-operation was decentralised i0( and multilateral coperation in 2005 (Figurg). The Board

for International Developmer€o-operation(Danida Board) providethe minister with independent
professional and technical advice on strategies, action plans and activities related tonusvelop
co-operation.The minister extensively rés on ths board which was established by tH®71 Act

with an advisory mandat&his setup gives stability to the system and resultstrorsy involvement
anddeepknowledgeon the part othe various stadholdergChapterd).

Figure 1. D e n ma rdkv@lepment co-operation system
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New orientations

A higher profile for development cebperation in the political agenda

After an initialcut in aid,the government has given a higher priot@iydevelopment assistanice
the political agenda, with active engagement of the Phimster and broader debate iarpament
on deelopment policy. Since 2003, an annual priority plan for Danish development assistance, which
includesthe mandatoryive-year budget plarhas beempresented in conneoti with the publication of
the g ver nment 6s Thisiiniti@iveceads Biafbhd. debate on development policy and
strategy.The MFA also facilitates visitby members of arliament(MPs)to partner countrieso they
canalsoengage with the tdnical issues of aid delivery. Both the Foreign Affairs Committee and
Finance Committeeegularly visit the Danish programme countries as well as other countries and
international organisations relevant for Danish development politys results insupportive
committees which are knowledgeableabout development issues, includingolfgy coheence
Denmar ké6s member s hiCounda fn 200996 alsdJdhve $nere praminenge to the
international agenda at the national level.
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Policy vision: the strategic framework

The central goal of Danish development assistance is to support pastoend r i e w6 e f f
reducepoverty The Act on International Developmei@@o-operation(MFA, 2002a)states that the
objective of Denmark'®DA to developing countries is to promote economic growth and to contribute
to social progress and political independe through coperation with governments and public
authorities in these countries, in accordance with the aims and principles of the United Nations
Charter. Denmark also promotes mutual understanding and solidarity through cultopsraton.
According toPartnership 2000poverty reductiorthrough sustainable developmenths central goal
of the Danish aid programmand partnership is the basis for developmenbmeration.In recent
years, a new emphasis has been placed on the Millennium Develo@oals (MDGs) on the one
hand, and on thehallenges and opportunitied globalisationand howthey may affect poverty
reduction strategies on the other.

The Dani sh GI obal i spablishedin AQib2006iddantifies povesty as artee g y
of the keychallenges of globalisation and as a potential threat to global stability. The MFA
developed the strategyrther in a reportwhich analygs how globalisation changes international
relations(MFA, 2006a) This reportses out the implications fo the MFA andstresses in particular
that globalisation reduces the historical division between domestic and foreign pdliciesthis
perspectivedevelopment coperation conforms alongwith trade, investment, environmesgcurity
andgood governare- to the Danish strategyvhich aims aensuring a more peaceful and just world,
with development and economic growth for adlevelopment assistance lecoming closely
connected to tradend security policy effort$-or instance, theew2005Danish Afica policyaimsto
create better coher ence b ardecenenic gdwtimanaddekeldmnens up p o
(MFA, 2005a). In other areas as well, inlimkages are more clearly identifieahd followed upThe
Regionsof-Origin initiative, launchedin 2003 as a response to the refugee jssas subsequently
developed to include migration concerns.

The potential role of development assistance in promafioigal security and stabilitig clear to
the governmentCommitment to Development 2008FA, 2006e)outlines the strong Danish profile
in reconstruction and conflict management, and puts special emphasis on the role of development to help
resolve conflicts in AfricaAs for other donors, the rationale for development assistance rests on a
connerg nce of devel opment C 0 n stermh estratedici imerests. e same De n
document outlines the governmiérg i n c r eta@oendte diatoduewith tise countries of the Middle
East to improve relations after the cartoon affdir.this case, development policy (promoting human
rights, gender equality, media and youth) helps to maintainactike policy tevardsthe Middle East.

Denmark has developedstrong policy framework o€rosscutting issues and priority themes
Gender equalityenvironmental sustainability, and human rights, democratisation andchgagerare
crosscutting issuesand each one is given a prominent emphasis in terms of pSiitylar to other
membersf the Development Assistance Committee (DABgnmark struggs to mainstream these
crosscutting issues, but haseeninnovative in this regardAccording tothe Danida Performance
Report 200§MFA, 2006b) achievements are mixed and incled@mples of good practi@s well as
areas where moreoald be done.

4. Publication of caricatures of t he BylHaodsPostdan Mo h a n
newspapein October 2005.

5. Other priority themes are: MIAIDS, private sector promotion, children and youth, reproductive
heal t h, conflict prevention, trade and devel opm

support for the international fight against HIV/AIDS was developed in 2005.
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Mainstreamingenvironmental concernsito Danish development assistance is one of the top
priorities and several tools have been develdpeathieve thigBox 1). There is also strong political
and management suppddr gender witha strategyfor gender egality developedin 2004 (MFA,
2004a) This guidesimplementation at country level, through internatiocaloperationand within
Danidag and highlightghe need to strengthen the capacity of the MPAenewed political focus was
developed in 2006, witfige nd e r equality and weohthathree manght s 0O
pri or i Commigmenttd Devielopmenti Priorities of the Danish Government for Danish
Developmenfissistance 200716 (MFA, 2006e) The ninister actively supports this stronger fisc
on gender equalityAt her meeting wittthe diplomatic corps in September 2Q0¢he announced
strengthened effort t ow oprmre o rd & t gemerding srenodic growth.g ht s
Gender equality analysisasbecome mandatory for new progransrend country strategiemd a
combination of mainstreaming and special interventigsmsrequired in bilateral programmes
Indicators for improving monitoring will be developed.@GenderTeam was established the MFA
in November 2006 tsupportthe further mainstreamingf gender equality in Danish development
co-operationand policy andto better linkthe gender issuwiith aid effectivenessit consiss of
representatives (gender focal points) from all departments in the South Gomamonly known as
Danida) all embassies and all multilateral representations.

Box 1. Danish experience in mainstreaming environmental concerns

Denmar ko6s aid programme has b e e n alaissues sired the 1932 aRioi
Conference and the establishment of a Danida Environment Peace and Stability Facility as a separate funding
mechanism (discontinued in 2002). In 2003, following an evaluation of its environmental assistance in South Asia
under this mechanism (MFA, 2003a), a renewed emphasis was given to environmental concerns. The MFA
prepared an environmental strategy covering 2004 to 2008 (MFA, 2004b), which built on findings of the evaluation
and was subject to an extensive process of consultation, including inter-ministerial meetings, public hearings and
parliamentary consultation. The strategy states that D e n ma erkiré environmental assistance must contribute to
realising the MDGs, by supporting the management of environmental challenges in developing countries and,
ultimately, by enhancing their ability to bear the responsibility themselves. Environment is addressed as a cross-
cutting issue within multilateral as well as bilateral co-operation. In particular, a climate change action programme (MFA,
2005b) was launched in 2005 to integrate the issue of climate change into the bilateral co-operation programme further.
A study by the International Institute for Environment and Development on climate change and foreign policy was
financed by Danida in 2006. This made recommendations in five areas: diplomacy, energy security and investment,
trade and investment, development co operation, and peace and security (IISD, 2006). Equally, the 2004 revision of the
strategy for trade and development offered an opportunity to include an environment dimension in the new strategy and
ensure policy coherence between environment, trade and development.

In addition to providing training (including e-learning courses), a good practice paper on environmental
sector programming was developed in 2006. The paper reflects new approaches to environmental assessment of
sustainable development and takes account of the increased focus on alignment, harmonisation and new aid
modalities (joint assistance strategies, basket funding, etc). It helps embassies to address environment as a
sector approach (MFA, 2006d). As for the other mainstreamed sectors, a mandatory environmental screening is
conducted at an early stage of the preparati on edbfthea
Programme Committee before the support programme is prepared further. A specific screening tool has been
designed for this, and to improve harmonisation, Denmark may think about developing a joint screening tool
within Nordic+. In terms of funding, a special environmental assistance budget line was created to support
bilateral initiatives, with DKK 480 million allocated per year. In addition, environment is covered as a sector in four
partner countries, with activities concentrated in the urban and industrial environment; management of natural
resources and sustainable energy, as was the case in Nepal (Annex E).

Finally, with respect tagovernanceDanida isat the forefroh of the anti-corruptionfight. Since
2004, the Danida AriCorruption Action Plarhastakena zeretolerancestanceagainst all forms of
corruption. Mandatory-4earninghas beemrovided to all staff and a corruptidmtline was launched

6. A strategyfor promoting sexual and reproductive health and rights was developed in 2006 (MFA, 2006c¢).
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in October 2005 to report incidisof corruption Danida has alsdeveloped an innovative approach
to capacity developmerChapters).

Sustained efforts toward effectiveness

Denmark is strongly committed to implemiegtthe Paris Declaratioprinciples(OECD, 2005a)
and has reshapeits developmentco-operation policies accordingly Decentralisationof the aid
programmehas been a positive move in varigaspects, particularly in allowing a quickesponse to
developmenheedsandprovidingincreased flexibilityfor aligning its programmevith partner country
priorities and harmonisg with other donors Decentralisation has been accompanied by a
strengthened approachdaality assurancand to resultdbased managemef@haptes 4 and5).

New challenges ahead

Denmark has madsubstantialprogresstowards implementingertain recommendationg the
last Peer Review(see AnneXA for a summary) especiallyin maintaining the high profile of
developmento-operationon the political agenda, strengthening the country foltuther untyingof
ODA, and focusing more on resultSther recommendations could mplemened further such as
policy coherenceensuringcomprehensive learning from the decentralisation process, and fully
complying with the DAC recommendation on untying

In the coming years, Danidaay face aresource constraintAs with otherentitiesin Danish
public administration, it reduced its administrative costs by 25% between 2001 and 2004. Pursuing
this trend will raise the question of how far Danida can go in reducirgditsianagemenesources
without negativly affectingquality andits ability to adapt to new aid modalities. Harmonisation and
alignmentare seen as ways to address thallenge, but embassies are still in a transition phase and
arenot yet benefihg from reduced transaction costs. The option of delegating part of theaprme
to external implementation units to reduce staff in embassies needs to be assessed against efficiency
criteria. Finally, the increased reliance on local staff for implementing the programme will require
Danida to consider how fartherdevelopthe careempathfor theseemployeegChaptes 4 and5).

Translating an extensive policy framewarkcrosscutting and thematic prioritigato budgeting
andprogrammings a challenge. All donors face the challenge of mainstreaming-cuttasg issues
into the programmebut inDenmark, this is complicated by the number of priority themes to take into
account. In addition,heg o v e r n amaualtp@sentation of development policy priorities for the
subsequentfive-year period maypressuriseit to add new initiatives each vyear, ultimately
overcomplicating its agendendunderminng attempsto focus on fewer thmes and sectors. Denmark
shoud make sure that itannual presentatiosystemreinforces existingpolicy directions. Thiss the
case in 2007, ith prioritiesclearlyapart of t he core agenda of Denma

While De n ma strorfiysconsensudased culture brings a flexible, pragmatic approach, it may
inhibit innovative thinkingand risktaking Denmark tends to be cautious about tgkiisks because it
primarily wants to show results to its constituencidss may leadto insufficient scope for learning,
experimentation and initiative, which compromises the ability to improve performance and adapt to
evolving situations. Risk avoidaads particularly appareim financial managemenas illustrated by
Denmar k6s z d coouptiom ThesleaasrDergnarloto set up specific arrangemenmitéch
may hinder implementation of the ownership and alignment principles, as in Nepal (Bhndore
generally, the criteria set lparliament for seleatig partner couties clearly favour stable and well
performing countries (Chapt8). While De n mar k 6 s fdIsgeady kespbnset nyake at rwell
placed to work in fragile states, political cafsiations may hamper the ability to define a coherent
entry and existrategy. Thigs a challenge for all DAC countries. Denmark should consider how it can
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design strategieshich make room for innovation, while consideritige tradeoff between the nee
demonstrate results in order to reinforce public and political support and the need to be inaodative
remain in line with its commitment to aid effectiveness in difficult environmerisally, the
exceptional involvement of Fsis an asset to ensuappropriate political support, but Denmark
shouldtake cargo ersurethat this accountability to national parliameltes not replacéut rather
contributes tostrengtheninglomestic accountabilityin recipient countries (Chapt6y.

Public awareness ad support

Current status of public suppoft

Public support for development assistance in Denmark hashiggefor many decades 1975
more than 50% obanes supported development aid, a percentage which has steadily increased since
then to 84% in 198 and 93% in 2002. In 2004, according to the Eurobarometer survey, 97% of
Danes believed it was veny fairly important to help people in poor countries, compared to an EU
average level of 91%. he public remains widely supportive afevelopmentassistane In 2001,
before thecurrent government cut ODA by about 10¥8% of Danesfound the level of ODAia b t
or far too hi gh o .thiskgore drapmed to gnly 6% & 2004 anehchetdib% in
2006. On the other hand, the percentaigeanedinding the ODA levetoo low went up from 29% in
2001 to 356 in 2006. At the same timehe percentagef peoplewho thought the ODA level was
about right fell from 49% to 4%.

The latest Danish survey conducted in November 2006 showsntistt Danes (6%) relate
devel opment assistance to poverty reducti on, w |
issue (TNS, 2006). However, only 49% think that development assistance helps to a very high or high
degree. This is a slight drop from November 2088%4), even though it is higher than the low point
in February 2004 (4198)The 2006 survey also shows that a large part of the population believes that
the bulk of development assistance is spent on administration and does not benefit the poor (48%) or
else disappears into the wrong pockets (44%). Even though these figurefahamdrom 52% and
49%, they still indicate that many Danes have doubts about the efficiency of development assistance,
and that there is a need for further information. This cetddh from the fact that 40% disagree that
media coverage of development issues is adequate and only 29% agree that it is adequate.
Furthermore, 63% (72% in February 2004) find it difficult to get information from the media on how
Danish development aid $pent.

Communicating and building public awareness

The transition from projediased activities to sector progransvend budget suppornakes
commnunicating the impact of Danistedelopment aidnore difficult, asthe focus hasshiftedfrom the
donor county to the recipient countrylhe figures above clearly illustrate the need to communicate
achievementbetter.

In 2003, in order to improve communication and create a better understanding of development
issues, Danida introduced a new communication strate(P00306). This strategy focused on
openness and dialogue with the public and other partners such as NGOs and private enterprises. One
of its purposes was to target the lai@middle group of the Danish population that wawdifferent

7. Source: Public Opinion and the Fight Against Poverf ECD/Development Centre, 2003);
Eurobarometer§8.2and 222 (EC, 2003 and 2005).
8. The 2004 Eurobarometegvealed greater support with 67% thinking that the government was helping

poor people to develop (compared to an EU average of 62%).

DAC PEER REVIEW OPDENMARK - © OECD2007 23



DAC PEER REVIEW OF DENMARK

aboutdevelopmento-operation A broadercommunication strategy (20€2009) for the MFA as a
wholeis currentlybeing prepared. It wilteplace the developmeatb-operationspecific strateggo as
to emphasisthat development assistance is an integral gaDanish engagment abroad. The new
strategy will recommend developingcloser contactwith the Danish and international media,
improving the media skills of MFA staff (embassgtaff in particular), and strengtheninmgetwork
relations.

Public information is a high prigy for the current Minister for Developme@io-operationand

she is committed to promoting Danish development assistance to the public. As an example, in order
to engage the Danish public more actively in a cost effective way ielamwent policy and
co-operation the minister launched aweb-based information initiativén December 2006 entitled
fEngaging the DandsEmpowering the Poor This project has been criticisedDenmarkbecause of
tsactive use ofltddldealmobe sriicisgtbecausd of its focus on individual free
standing projects, therefopgomoting rather old fdsoned aidapproachesHowever it was a success

in terms of reaching the public and placing developneexiperationhigher up the public agenda.
Danida is alsoaising awareness through a range of publications, newspaper features, TV programmes
and DVDs,with a strong focus on the MDGs.

Whilst there has already beemnse successthere is scope for further effortéA broad
information campaign at the end of 200&lpedensurek n o wl e d g e odmong2b% of ® GO s
population, up from only % in December 20Q4More broadly,interest in development assistance
rosefrom 33 (on a scale of-b) in December 2004 ta.@in November 2006TNS, 2006) However,
Danida wil need tointensify efforts to combine innovative communication withringing more
complex development issues amelw aid modalitiessuch as budget support, sector programmes and
delegated:o-operationto the public In addition, it shouldcontinue to beeme moreopentowardsthe
media.Even though there have been improvemeni) the MFA being more forthcomingith the
press,it is still seen as defensive towards the media pndnalists have difficultyaccessing
information Finally, Danida should becareful to more clearly differentiate between public
information on its results (the Danida brand) and the broader field of development education, which
will meanbringing independent voicés the debate.

NGOs also play an important role in public awasnTheyare vibrant participants in the media,
and many of them have a large number of memhdrich gives them very direct influence gablic
opinion. However,the budget for development education has been reduced by more #asind@
2001, meaningthat the larger NGOs now have to fund their development education activities from
their regular budgets (Chapt#). In general the current governmérdlevelopment policyassparked
a lot of debatamong the publihelping toincreasepublic awarenessf development issues.

Future considerations

1 Denmark is invited tonaintain thefocusof its developmenstrategy ora small number of
themes and taeinforce its mechanisms to follewp on crossutting issues and priority
themesit is encouraged to canue to share its approachesvardsmainstreaming cross
cutting issues with other DAC members.

1 Denmark shoulcconsidercomplementinghe shortterm need toachieve andlemonstrate
results in order to reinforce public and political suppath the needd beinnovative and in

9. For example a survey financed by a number of Danish NG®gbnuary 2003howedthat 68% of
Daneswere opposed to fther redudbns in Danish development aid (Aalborg University and
ACNielsen AIM).
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line with the aid effectiveness agenda, which requires a ldagarperspectivelo this end,
it should use its communication strategy actively.

1 The MFA should continue itsfforts to raising public awareness, with a view to pronmagfi
the understanding of, and support faid modalitiesin line with the aid effectiveness
agendalt is encouraged to continukaprovingits communicatiorwith the media and other
partners
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Chapter 2

Policy Coherence

Progress since the 2003 Peer Review

Denmark promotes policy coherenatinternational and national levéfsAs was the casin
2003 the MFA still takes the lead iBU negotiations, and an elaborate arrangement for consultation
on EU matters has been instituted. Since 2003, there have been several positive changes at the national
level. There is an integrated Danish development policy that deals with five policy themes and there
have been particular efforts tmrmonisedevelopnent policy with the challenge of creating a just,
peaceful and stable worldhe MFA has negotiated policy coherence for development on abgase
case basisHowever,there is no formal frameworlithin which the MFA can take the lead
promoting policy oherence for developmenith other ministriesThis remains as much a challenge
as it was in 2003.

Political awareness and leadership

There is a broadly shared political understanding of the global covitéxte n mar k6s pol i
including its developmentassistance policies. The Prime Minister established the widely
representative Globalisation Council in 2005, and its refpanhed development policywithin the
broader policy contexof ensuringglobal security as discussed in Chapter Accordingly thee is
closeco-operationbetween different aspects of foreign policgecurity, trade and aid. There is also a
perceived link between security and migratiaithough thislies outside the strict remit of foreign
affairs. The Foreign Affairs Committee iparliament shaiethis appreciation of the global context.

The wellinformedco mmi tt eeds di scussions of policy issue
across the minority government.

TheMFA has a strong and recognised rioleelation totrade and E@natters andakes a leading
role in preparing coherent policiésr tradeas well assecurity However,M F A deadership role on
development issues is constrained outdideforeign affairs remit. In the Globalisation Council
discussionsMFA successfull argued that global poverty and the marginalisation of Africa were
dangers for Denmark. The A also promotes development interests in negotiating policy areas with
otherministries, but here it does not have a recognised leading roléngrthake promotia of policy
coherence for development more challengiftte MFA could bring sompro-development pointto
the migrationdebateby putting to better use itmalytical capacity

Legal framework

Several documents outline Danistmpport for policy coherercfor developmentespeciallywith
regard to security ant Africa. A World of Differenc€2003) andSecurity, Growtli Development
(2004) set out an integrated development policy focusingiventhematic areas ofl) social and
economic developmen{2) human rights, democratisation and good governgi¢stability, security

10. The Commitment to Development Index006 ranked Denmark highly on policy coherence for
development. CDI ranked Denmas&condout of 21 countriesand first for its perfamance on aid.
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and the fight against terrorisnf4) refugees, emergency aid and regions of origin; é)dthe
environmentTrade, Growthi Developmenf 2005) sets out t he&progainger n mer
trade and private sector developmemtdemphaises the needs of the poorest countries in the world
economy. InAfrica i Development and Securithe government sgtout its priorities for Danish
co-operationwith Africa between2005 and 2@9, and staes that"the government wishes Danish

foreign, development, security and trade policy to interact and to be mutually reinforcing in order to
promote the best development possible in AfrigglFA, 2005a) In 2005, the Globalisation Council

gave aded impetus to policy coherence for developmemgthgh t he pri sm of Denm
world. Globalisationi Progress through Partnershif2005) translated this perspective into the
government 6s prioriti efom Z0@6to 2@ wne Idealp with re¢conomic s i st
growth, securitythe environment and climate change, human rights and democracy, and regions of
origin (migration). Commitment to DevelopmentMFA, 2006) discusses the challenges of
globalisation, and deals with market accabg Middle East, conflict management, humanitarian
involvement, regions of origin, artdeenvironment.

There is an organic evolution of policy coherence for development in preference to an overall formal
framework that sets out coherence issues, roleseapdnsibilities. The government addresses specific issues

as they arise, taking account of the political debate in Denmark. In this way, an integrated approach to security
and development arose from dealing with the situations in Afghanistan and EagpvEinment relies more

on the functioning of its organisational arrangementsdhéormal legal frameworks.

Organisational arrangements

Building consensuss the primary institutional mechanism for achieving policy cohereste,
this relies on speai¢ political organisational arrangements. Denmark has a long experience of
minority governmentvhich makest crucial to build sufficient political support for different measures.
The Danish Constitution states that the government has to consult withlekieant parliamentary
committees, as shown in ChaplefFigurel). There are public and parliamentary debates, especially
on trade and security, apadrliamentarycommittees allow the different political parties, including the
opposition parties, to addie issues at an early stag@r example, the committeesn askto be
briefed by theMinisters of Foreign Affairs or Trade. MPs try to-ealinate between the parliamentary
committees to increase synergiya context wheré ¢ o u n t i ‘higgembeddedithedpsyche odll
officials because minority government is thde rather tharthe exception, ommittee discussions
help b clarify the level of support.

The Prime Minister has setctear strategic directiofor security and developmeandthere is a
clear line of control and accountabilifgr trade and developmenThese factordacilitate MF A6 s
leadership rolen theseissuesin terms of policy coherence for developmesdr trade international
discussions vighe EU andWorld Trade OrganizationWfTO) create the backdrop againshich
Denmarkhas to reach position that takes account of both trade interests and development policies.
Political influenceis exercised byhe Foreign Affairs Committeend the European Affairs Committee
(Box 2). Trade ssuedall under the administrative control of theF¥. Trade and development have
been linked since 2002, when a group of people from different departments started working informally
together. The MA has a éskforce thatbrings togethethe SouthGroup (development) and Trade
Council of Denmark It meets weekly to reach coherent decisions by consemslisonsuls with
other ministries as neededhis task brce deals with the EUthe internationalfinancial institutions
(IFls) and trade and has demomséd thattiis possible to reach coherent positions acttesgopics of
bilateral and multateral aid, trade, agricultusend antidumping.

11 Parliament has 179 members.
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Box 2. Formal consultations arrangements for EU matters

The European Affairs Committee meets every Friday. It helps prepare the Council meetings and ensures
that the minister receives a political mandate for EU discussions. There can be elaborate preparations for these
meetings. Officials prepare position papers with a strong awareness of the potential political backing. The MFA
has identified 12 policy coherence areas. There are internal committees for some of these areas and in others
there is a need to consult with various other ministries, which makes reaching a solution more challenging.
Officials try to resolve areas of disagreement at the lowest practical level, but this is not always possible. Intensely
political issues will be presented to the European Affairs Committee. If the issue still cannot be resolved, the
discussion continues in the Ministerial Co-ordination Group (comprised of the relevant ministers) and ultimately in
parliament. This formal arrangement for consultation on EU matters builds on the established consensual
approach to policy formulation and, because there are so many EU-related discussions, the arrangement is
frequently used. There are recognised challenges in translating EC policy statements on poverty reduction and
Africa into reality, so the Danish Representation works closely with EC officials to translate the principles into a
pragmatic and transparent action plan. Danish officials suggest that policy coherence in the EC context could be
improved by creating a post of ftoherence co-ordinatord but Denmark has found little support for this from other
member states. Denmark could use its embassies in other EU capitals to push for agreements on such
arrangements.

Following consultationsvithin ministries, Embassies and the private segiositionshave been
establishedor all WTO areasand these ha& beerapprovedoy cabinet.These consultations on WTO
matters have also been facilitated by the Beach Club in Geneva. This is an informal Danish forum of
officials and NGOs who discuss issues arising in negotiations. Officials recogniséDatidlvs ae
also reflected in grliament. Although the Beach Club is an informal arrangentembw hasworking
groups on social policy, environment, trade and development. Different authorities are invited to meet
with these groups, with consequences for poliay. €&ample, Denmark supports NGOs working to
end subsidies that adversely affect West African cotton producers. There is a history of development
friendly outcomes in cordinating trade and agricultur@n illustration is the EU sugar reforiihe
reform was discusselly the Foreign Affairs Committee, wdh heard variougolitical arguments. The
MFA discussed the reform with the Ministry of Food and Agriculture, which could see the views of
both consumers and producers. Officials discussed policy optianspfeading the price shock and
phasing out production. The government gave assistance for diversification. In the end, the
government did not pursue the narrow short term producer interests offered by subsidmsk a
pro-development stance

The MFA can also ensure attention to policy coherence for development at different levels. For
instance, in Ghana, tH2anish enbassy has to report on trade isswdsich is an opportunityo note
emerging coherence concerns (Anpx Staff are also circulated bg&een enbassies and thHéFA,
which helpsthe exchange of policy and field perspectives. As yet, there are no plans for a policy
coherence cordinator within the Danish system, as Denmark has suggested for {lsedcBox 2)

It is more difficult to reaclagreemenoutside the foreign affairsremit al t hou gémalDe n mar
public sector means people in differeninistries know each other and thisn help inbuilding
consensus.For example, the MFA has worked closely withe Ministry of Integration in
implementing the Regions of Origin initiatite deal withsome of the causes of migratidn 2002
the Danishgovernment stepped tipis initiative as part of its political programnad nowfocuseson
countries with large numbers of migrants (Kenya, Baie, Uganda and Zambia) or refugees
(Somalia, Sudan, etc)he programmés intended to meet the needspaitential migrants from Africa
in order toreduce their likelihood of emigratinds small part of the programme is aimedhatping
non-eligible asytim-seekersin their home countriesifter they return According to the WA, the
programme has brought together multilateral and bilateral budgets and performance reviews show that
the activities have been successful. So far these reviews have not fedtbalck political debateds
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the arguments for and against migration for development are still being debatetmarReas in the

rest of Europeit is all the more crucial that thministryd s e n g angthe mpalitical debatde

supported by a strengthedanalytical capacity tpresentdevelopmenfriendly aspects of migration

This could helgn negotiatonsoutsidethe MF A 6 s  eemit, wharé negotiations have to be a-two

way streetlt is promising in this respect to learn that migration a&lbne of thethreepriority issues

in the forthcoming priority plan 2008he MFA6 s capacity in this area has
a substantial research area at the Danish Institute for International Studies.

A strengthened@nalytical capacitys crwial to enable Danida teupportthemi ni st er 6 s ef f
influendng the political agendaand address the complexity of the migration issue. There is an
international debatebout the interplay of migration and developmeii linkage between aid,
econonic growth and migrationthe impact of migrant remittances and the appropriateness of using
ODA for dealing with the migration issiéThese are areas of analysis whBenmarkcould bring
pro-developmentargumentgo the political @bate ando technicaldiscussionsOne opportunity for
this could be thé&lobal Forum on International Migration and Developmertisefirst meetingwill
be heldin 2007.Denmark could make better use of the analytical capacity in its system, including the
Danish Institute fointernational Studiesnd information received from the fiel§ to reinforcethe
leverage of the FA in its discussion with otlieministries.

Denmark hasnadesome notable achievements in policy coherence for development, based on its
consensual and org approachHowever,challengegemain inaddresig emergingcritical policy
coherence issues, particularly when negatiegoutside theM F A demitare required.

Future considerations

T Denmark is encouraged to build on its existing ig@vernmentato-ordination committees
to promote policy coherence in areas that go beyond the foreign affairs mandate. Denmark
could make better use of the analytical capacity in its system to inform high level discussions
of developmentelated areas.

1 Denmark could ensider how taostrengthen its collaboration with other member states in
promoting policy coherence mattevghin the EUand the OECDIn addition, making better
use ofits anbassies in partner countries these issuesould also bring a field-based,
recipient perspective on policy coherence issutsstie Danish development policy debate.

12 For example, the 2007 high level meeting discussion on migration and development provided an
opportunity to share innovative policy and practical experience on how DAC member countries
integrate migration ithe development agenda.

13 In Ghana there is no routine reporting from the field on issuésideuthe foreign affairs remit
(AnnexD).

DAC PEER REVIEW OPDENMARK - © OECD2007 29



DAC PEER REVIEW OF DENMARK

Chapter 3

ODA Volume, Channelsand Allocation

Overall official development assistance

Danishnet ODA amounted toUSD 2.11billion in 2005. After a sharp decreada 2001, aid
volumehas beerincreasingn real termssince 2003 TableB.1, Annex B. In 2005, Denmark ranked
12" out of 22 DAC memberfor the volume ofODA it granted

While the Danish ODA/GNIratio was maintained at an average of 1% during the 1990s,
decreased from a high point of &% in 20M to 0.81% in 2005Figure2). However, he level
remainsabove the UNarget of 0.7%and Denmarlks still one of themostgenerous donoysvith the
fifth highest ODA/GNI ratidn the DAC.** According to preliminary figures, Denmark will remain in
the same position in 2006, with an ODA volume of USEBhillion and an ODA/GNI ratio of 0.80%.

Figure 2. Danish ODA/GNI trend
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The governmeidt stated policyis to achieveODA of at least 0.8%f GNI, which exceeds the
May 2005 EU Council agreement of 0.51% by 2010 an@%.By 2015 This commitment atsgives
stability and predictability to the aid programni@enmark has recently shifted from a disbursement
based budget to a commitmdrdsed budgetn order to reach the 0.80% targBenmark will needo
maintain flexibility within the budget lines sdhat overall disbursementevels effectively match
overall commitment levelsDenmark will also need to ensure additional resources to fund new or
extended developmegb-operationprogrammes, in addition to the planned increased effort on debt
relief.

14. In 2005, thetotal DAC averagevas0.33% ard average country effort was 0.47%.
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Theshare ofdebt reliefin the Danish ODA portfolio has been weak so far but is expected to rise
substantially. Debt relief amowedto an average 01.8% of gross disbrsements of ODAetween
2001 and 2@5, compared to a DAC average of 22% 2005 (TableB.2). However, the Danish
volume of debt reliefncreased substantially in 2006 and will continue to increase in 2007 and the
following years. This increase results from t@ntribuion to the World Bank=undfor multilateral
debt relief following the 200%8 commitmentbilateral debt relief under thdeavily Indebted Poor
C o u n tinitigtidesand Nigerian debt relief.As scheduled in the Finance Act 2007, debt relief is
expected to increase from DK&/Omillion in 2006 to DKK726million in 2007 and
DKK 738 million in 2008, and to stabilise at this level in 2010. The share of debt relief will reach
5.2% of total ODA in 2007 pur times the 208 level of 1.3%, and will remain at an average of around
5% of total ODA in the following years. This means thatre¥hough Danish ODA volume will
progress along with the economic prosperity of Denmark given the 0.8% threshold, part of this
increase will be spent on debt relief. While debt relief nhominally reduces the debt overhang of
developing countries, the net iang of ths relief depends heavilyonn di vi d u arepaymenu nt r i e
history, whichvaries greatly.

As debt relief gains in prominence in Danish ODA witbie n m alaulablgargetof achieving
0.8%, Denmark should keep a close eye on its impact omes@irce transfers to recipient countries.
Denmarkis phasing its debt relief ®@KK 235million for Nigeriaover three years startifigpm 2007,
The breakdown per yeawill be as follows: 2007, DKK0 million; 2008, DKK 46 million; and 2009,
DKK 169million. This reporting in phases is an exceptional measline. Secretariat encourages
Denmark to report future expenditures against the year in whictateagcurredThis will strengthen
the credibility of ODA figuresand will be in line withthe DAC repating rules, which specify that the
floperation should be reported against the year in which the agreement to cancel legally comes into
forced (see DCD/DAC(2000)16, paragraph 1@) the mediurerm, Denmark will also need to
considerin its five-yearrolling plan how it will programmeits ODA oncethe scope for large debt
relief operations is past.

The bilateral channel: policies and allocations

In 2005, 686 of DanishgrossODA was disbursed bilaterallyearly 100% of it in grant form.
Despite a longetrerm trendof increagng the share of bilateral assistance, whiels risen fron50% in
1985, the divisiorbetween the bilateral and multilateral chanhat beerrelatively constant since
2001

Geographic allocation: a strong focus on Africa

Since 198%hegover nment has been t rparinergourtriesThere are a ml i r
currentyl 6 Apr ogr amme ¢ otarm partieestsps arerelstablisg2th [2a08Dgnmark
added Mali to the list as part of its enhanced engagement in Afticat tle same timét is phasing
out from Egyptandno new programmeareexpected in the coming years. Denmark is gisaually
reducing its support to Bhutatn 2005 77% of all bilateral geographicaligllocable assistance
(excludinghumanitarian assistancejps channédd to 15programmecountries as opposed to 86in
2002*® However,90 countriesstill receive some kind of direct or indirect Danish financial assistance

15. Bangladesh, Benin, Bhutan, BoliBurkina Faso, Egypt, Ghana, Kenya, Mali, Mozambique, Nepal,
Nicaragua, Tanzania, Uganda, Vietnam, and Zambia.

16. Table B.4 indicates that thep 15 recipientseceived 68% of total gross ODAn 200405, compared
to 73% in 1999/2000. This is explaineg b Denmar kés humanitarian respo
led to increased funding in ngarogramme countries, especially Sri Lanka and Indonesia.
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(Table B.4).Denmark is invited to maintain its higlocus on programme countriés ternms of
resource allocatiom its bilateral programme

In 2005 55% of Danishgeographicallydistributed bilaterabhssistancevas allocated to African
countries, and 52% to St#aharan Africa(Table B.3) This strong focusreflects De n mar k 6 s
overarching ofective of poverty reductiorand support to the MDGand is in line withts new Africa
policy developed in 200Danish aid is also highly concentratedeast developed countriesiiCs),
which represente84% ofits geographicallyallocated bilateral OA in 2005, significantly above the
DAC average of 23%. This is consistent with the poverty reduction focus of Dehrsadk
programme, and also places Denmark well above the UN target of 0.15% of GNI allocated to LDCs,
with a ratio of 0.22% in 2005.

Progamme countries have been selected on the basis of seven criteria sefEtneitpe Affairs
Committee of the Danish Parliament. Thesgiteria favour well-performing countrieswhose
governmerg arecommittedto development and human rights (B2xAs a esult,support to fragile
states is limited. Howevebenmark decided to stay engaged in Nepal during the last decade of civil
war, as well as in 200d espi t e the political situation <cre
(AnnexE). Moreover, Danish hunmitarian assistance programmes set up as emergency response to
crisis situations may evolve into longerm developmento-operationprogrammes, as is the case
with Afghanistan, Sudan or Irag. This points to the nfgda coherent framework for suppod t
fragile states, which maintains the independence of humanitarian at€tien.framework should
include criteria for engagement or disengagement in these countries. In ddensmrk may want
to reflect uporthe need tde more engaged fmagile stats or poorly-performing countrigsvhich are
less on track to meet the MDQG=urther endeavour in more difficult environments could be part of the
overall effort of the international communi ty t

Box 3. Par | i a meventclHteria for selecting programme countries

In 1989 the Danish Parliamentd sForeign Affairs Committee established seven criteria for selecting
D e n ma futkuré partner countries:

1. The countryd conomic and social stage of development, its development needs and plans for
development.

2. The supply of development assistance from other bilateral and multilateral donors and the country6 ¢
ability to use and benefit from this assistance.

3. The potential for promoting sustainable development through dialogue with the country in question,
(i.e. development that has no significant negative long-term economic or ecological effects and aims at
creating permanent improvements for the poorest population groups).

4.  The potential for co-operating with the country to promote the development of, and respect for, human
rights in accordance with internationally-ad opt ed human rightso6 standar
the freedom of association, the right to organise and to bargain collectively.

5.  The potential for co-operating with the country to ensure that aspects concerning women receive a
central and fully integrated position in the development process.

6.  Previous Danida experience from bilateral development co-operation.

7. If the above criteria are satisfactorily met, the potential for promoting the participation of the Danish
business sector and thus employment in Denmark in development co-operation should enter
deliberations on the specific selection of countries, on condition that Danish supplies and services are
competitive with respect to adapted technology, price and quality.

Source : Danida's annual report 2005, Ministry of Foreign Affairs, Copenhagen
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Sector allocation: strong focus on the social dimensioihpoverty reduction

The Danish development assistance programme is strongly focussatiah infrastructure and
services which accounted for 43% of its bilktal ODA commitments in 200d5, up from 34% in
19992000.Notably,th er e was a sharp incremtseand dihwi Isuppo
6% of total Danish bilateral commitmentsn 19992000 to 13% in 20085. Support to economic
infrastructure and services declined from 24% of bilateral QDA9992000 to 15% in 20085,
while the support to production sectoesnainedstable(TableB.5). Even though the focus on social
aspectds justified by their importance for achievingost of the MDGsDenmark could consider
balancing its support to social sectors with support to economic grekrti benefis the poor.In
doing so, Denmark will need to take account of the national context, the division of labour among
donorsanditewnc ompar ati ve advantage. Forterm supporatmthee i n
energy sector is an assBenmark could extend its engagent in this area, whidlo date hasnostly
focused on deliveryto more direcsupportto productive activitieandnatural resourceevelopment
which will be crucialfor poverty reductionD e n ma rnkwed suppert tprivate sectodevelopment
in parher countries couldlsobe beneficial in this respect i@pters). Meanwhile, in a longeterm
perspective of strengthened division of labour among donors, Denmark may want to reflect on its
areas of specialisation.

In eachprogrammecountry, the Danishaid programme is adequatdiycused on amall number
of sectors (three sectordn Nepal, four in Ghana)through long-term support and this enables
Denmark to develop a real comparative advantage. However, while Denmark voluntarily tries to
reinforce itssector focus, new programmes teondccover a widerange of issuesThis is the case for
the governance programme in Nepal, which udgs seven different components. It is also trudef
new decentralisation programme in Ghawdich is seen as an oppamity to merge complementary
components from the decentralisation, transport and water programmiést, phasing out direct
support to feeder roads and water supplielsese programme may be rationalised with fewer
components ithe next phasén orderto retainefficiency gains in key sectars

There has been a tendency to emphasise different priorities eaclbyedris not cleawhat
effect a stronger focus on some priorities will have on thdifig of others within the fivgear cycle.
For instane, the Riority Plan 200711 setggood governanceyomen and HIV/AIDSas key priorities
(MFA, 2006e). As a consequence, in 2087 additional DKK500million is beingallocated to new
bilateral initiatives to promote good governance in six country progemmamd another
DKK 140million is earmarkedor promoing women as a driving force in development. Support to
combat HIV/AIDS in Africa is alsdeing reinforcedby new initiatives through both bilateral and
multilateral channels in the coming years, andl@equal up to DKKL billion in 2010. In addition,
bilateral environmental initiatives are earmarked for D&8Omillion per year. However, with
multiple channels for allocating these restes (multilateral, bilaterain sector programnssor under
specfic projects), itis difficult to assess how crossitting issues are translated itodgetingand
programmingover a period of time. For instance, a complete picture of Danisto aighport gender
equality is not available, mainly becausestDanish ail is given as sector programme support where
gender equality activities are mainstreamed into the programme. Improved markers for priorities
would help trackinghemin the budget. This would then enable Denmark to better assess the link
between inputs andesults.A promising development isreew system to estimate budget allocations
to crosscutting objectives in Danish funded programgiese introduced beforneend of 20077

17. The system will be based on markers established in the programming phase but will also be applied to
existing programmes. It will be based on markers accompanied by atweigercentage of the
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Denmark has so far been ableatmid setting input targetfor its developnent programme, even
thoughthere ispressure to earmark funds for political visibility. Engagement in HIV/AIDS in Africa is
a response to such pressure. Denmarknisouraged taontinue to be flexiblén allowing each
country to identify theappropriatemix of sectors taking into accounhational priorities and other
donor so0 i nvol v Benmanktis.encduoaged to costintecuent policy of not setting
globalsector spendintargets

Aid modalities: sector programme support is the main naditly

A high proportion of bilateral assistance goes to kemgn sector programmeand this is
increasing As Figure 3 illustrates,hey accounted for 60% of Danish bilateral assistance to
programme countries in 2005, compared to 54% in 2001 (FR)ut the same timethe share of
standalone projects decreased from 21% to 1Z3éneral budget suppotd programme countries
remans low at around 6%Anacther bilateral trend includes a declining use of techrioalperation
(Chapter®).

Figure 3. Modalities of Danish assistance to programme countries (expenditure)
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Source: NAO, 2006b, Performance Review of Harmonisation and Alignment in Danish Bilateral Assistance,
National Audit Office, Copenhagen.

DanishNGOs

Since 2003the amount of Danish ODAllocatedto and channelled through NGOs has increased
slightly from DKK 866million (USD 139million) to DKK 932million in 2007 (USD 165 million).*
The percentage of ODA to and through NGOs has remained constant in recent years (around 7 to 8
percent of total net ODA), which reflects the DAC aver@igehleB.2).

The share of Danish aid atnr@elled through Danish NGOs is higr for humanitarian assistance.
This reached a peak 2005 wha 36% of all Danish humanitarian assistance was channelled through
NGOs. This was mainly due to extraordinaglief funds forthe sunami disaster in Asia iDecember

overall budget for a programme, component or project for @otsg issues andIV/AIDS
activities. It will cover both mainstreamed and targeted interventions.

18. FinanceBill 2007, Ministry of Finance, 2006
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2004. As a result, Danish ODA channelled to and through NGOs amounted tolR®Gmillion
(USD 233 million) that year?’

In 2005, almost 80 NGOs received fundisectly from MFA for development assistance and
humanitarian assistanci additionto this, a substantial number of NGOs receive funds from mini
programme grant facilities administered by four different umbrella organisalangda NGO grants
were allocated to approximately 60 countries, with the bulk of the grants going to Afriéa @<ia
and Latin America recedd 22% and 15% respectively. This breakdown reflects the Danish focus on
Africa, butalsoshows that NGOs are slightly more committed in Latin America ihtre MFA. This
partly explains the high number of countries (¥eiving Danish ODA.

A number of Danish NGOs alsibtaintheir own financinghrough fundaising and membership
fees In 2006 the three most importaoft these NGOs were th@hild Fund, Danish Red Cross and
DanChurchAid, each having raised around WSDnillion from private fundsUntil 2005, some of
the six NGOs that havea four-year framework agreement with the PA% were 100% funded by
Danida. Since thenthese fiframework NGO& a r erequirel Wo source a percentage of their
programme funds themselves®% of the funds for cdinanced programmes in 2006sing t010% in
2007.1n addition all NGOs receiving funds fror® a n i N@Hgsantcan spendip to 2% of their
grant oninformation activities in Denmark, but can no longer receive funds from the speadgét
for development education (Chapigr Thisreflectsh e g o v e wishhodave ndose independent
NGOs which have droader public foundation aradeable toengage their members in a dialogue on
priorities. All framework NGOs have licenses tonduct dootto-door campaigns. Although some
NGOs find this shift difficult to managendfeel more vulnerable thalpefore others agree with its
rationale.

The multilateral channel: policies and allocations

The share of ODA allocated through multilatetaanisations amounted td6% in 2005.
However, a2005r evi ew of Denmar kés multilateral assi st
USD 25 million from multilateral to bilateral assistanCEhe aim was to align tHealance between the
two channelsith the balance of the Nordic gro@mdto focus assistance where it is most effective.
This was donéy reallocathg a number of multilateral regional projects to bilateral projects, to a large
extent within the same area. In additiamnual contributionsotsome UN specialised organisations
were reduced. In particulaBanish annual contribution to thelnternational Fund for Agricultural
Developmentasdecreaseétom UDS8.3 million to USD 3.3 million from 2006

A key contributor to the UN

Denmark provids strong support to the UN, with 14% of its togossODA allocated to UN
agencies in 2005 (compared to a DAC average of 5%). It has been one oft@edopributors to the
core budgets of most of the key UN organisatiamdis also able tprovide apid and flexible support
to UN agencieswhen necessary, asccurredin Nepal in 2008006 (AnnexE). Other norcore
contributions are to a large extent earmarked to poor countries in Afrfiea.United Nations
Development Programm&NDP) andthe United Ndt ons | nt er nati onal Chil dr
(UNICEF) are the maitJN recipients of Danisfunding(TableB.2).

19. Danidas NGGsamarbejdeMFA, Danida, May 2005

20. Mellemfolkeligt Samvirke (MS), Danish Church Aid, Bish Red Cross, IbisCare Denmark and
Danish Save the ChildreMore than 506 of the NGO grant is allocate these six NGOs. Other
NGOs can access funding either through the single grants or th@mgrammes window, following
specific guidelines available on the Internet.
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Becoming morestrategic

Denmarksees bilateral and multilateral channels as complementariyasnbleen able to develop
synergies between its laferal programme and the multilateral chanrigbx4). Like its bilateral
progr amme, Denmar k6s suppor t reddciagpoventy andadhiaving r a | 0
the MDGs. A performance review of MDGs in Danish multilateral assistance waseatethply the
National Audit Office (NAO) in 2005 This found that Denmark has strategically prioritised the
MDGs when planning its multilateral assistance. At the same time, the review recognises that many
parameters are taken into consideration when degidn the allocation of funds to multilateral
organisations (NAO, 2005). Denmark could reinforce sitiategic approacln order tobe more
influential within the multilateral systenit might reconsider whether it should engage with fewer
internationalorganisations than the 38 it currently supporfs.do so, Denmark could build further on
its reorganisation linked to the 2005 decentralisation of its multilateral programme. Sincthéhen,
day-to-day responsibility for the contact with multilateral orgationshas beerransferred from the
DanishMFA to Danish UN missions in New York and Genaral tothe embassies in Washington
and Rom&Chapterd).

Promoting theeffectiveness of multilateral aid

As part of thegovernmend sverall priorities fordevdopment assistanc®enmark tries tdink
resource allocatiomo multilateral organisations and thgierformancewith efficient supportto the
MDGs. Denmarkconsidersske ak nesses i n o0-baged managermentcandsebaluatians u | t
systems as the majchallenge (MFA, 2006b)To address issues such as this, Denmadciisvely
promoting Joint Donor Strategidsr multilateral organisationdn 2005 in co-operationwith other
donors it conductedan innovativei nve st i gat i o nevaldtionand resultcfépdrtng s
systens. A resultsbased management assessment of UNIGE#so being done jointly with five
other donorsDenmark also participates in the Multilateral Organisations Performance Assessment
Network (MOPAN), which is a joint bilateral itiative to assess the partnership behaviour of
multilaterals at country leveTheNAO6s report on Danish multilater
further in initiating external evaluations together with other donors, including administrative audits
(NAO, 2006a).

Box 4. Making use of the decentralised system to combine multilateral and bilateral approaches:
The example of Nepal

Denmark has been able to develop positive synergy between its bilateral and multilateral channels in the
complex situation in Nepal. In the human rights arena, as well as running an ongoing bilateral programme on
human rights and governance, Denmark advocated through its embassy in Geneva to involve the Office of the
High Commissioner for Human Rights (OHCHR) in Nepal. When the OHCHR was ready to start work in 2005, the
Danish Embassy in Kathmandu was ready to fund the operation and immediately provided 32 vehicles, enabling
OHCHR to get going straight away.

Denmark also supports the peace process through bilateral and multilateral channels. On the multilateral
side, Denmark was one of the first donors to pledge USD 1 million to support the UN peace mission in Nepal in
December 2006, through the trust fund set up to finance the UN mission. It also immediately provided 160
computers and a full monitori ng sy biaterahsupport willtfobus onealfegv g
key areas based on the new development plan to be produced by the government. This plan will be designed in
close co-operation with other like-minded donors and will be delivered through a multi-donor trust fund.

Denmar kds Ambas s a dpmovides signifiskaattsuppoe to the core group in Geneva in charge of
humanitarian assistance to Bhutanese refugees in Nepal. Denmark is also an important contributor to the Office
for the Co-ordination of Humanitarian Affairs (OCHA) consolidated appeal for Nepal.
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Future considerations

T The Devel opment Assi stance Committee commen
at a mhimum of 0.8% of GNI, and encourages it to continue this policy.

1 Denmarkis encouraged to furthatevelop a coherent strategic framework for emga
fragile states

1 Denmark is encouraged to contini® current policy of not settingput targets It could
consider better balancing its support to social sectors with support tonecagrowthwhich
benefis the poor provided this is in tune with the outcome of the ongoing debate on
complementarity and division of labour between donors.

T Denmark could bild further on its decentralised approdotreinforce its strategic approach
to multilateral organisationgcludingmaintainng a strong results orientation
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Chapter 4

Organisation and Management

Organisation
Decisionmaking authority in the Danish system: key stakeholders

Authority within the systenlies withthe Minister for DevelopmerEo-operation advised by the
DanidaBoard, within a political mandate agreed with the Danish Parhia(fégurel in Chapted).

The Minister for developmento-operationhas the final responsibility on all matters relating to
Danish development assistance, including strategies, action plans and p&iaeg.year, she
present s Den macobgemtiondremvakplriaity ptan iogether with a fiwear budget
plan which is then included in the Finance BWithin the MFA, the South ®up, whose
development activities amommonlyknown asDanidg is responsible for the overall management of
Danis bilateral and multilateradevelopmento-operation

Parliamentclosely follows up on the Danish developmentoperation programmedt endorses
annual developmertto-operationpriorities and discusses the development assistance portfolio as part
of the negotiations over thannual Finance iB proposal. The section on development assistance in
the FinanceBill differentiates between direct allocations and frame allocationsravbommitments
over KK 30 million (USD 5 million) must beapproved byparliament g-inance Committee In
addition to this ommittee, the Foreign Affairs Committee is highly involved in development
co-operation especially strategieand major policy issuesThese two committees regularly visit
programme countries as well as otlv@untries and international organisations relevant to Danish
developmentco-operation They closely followup on the programme as well as the international
agenda on development and emerging issues. rEgigdts in welinformed committees and high
political support. Howeverpar | i ament 6s str ong anvogeresmiphasis oihemay al
need for accountability and transparenthis therefore caies the risk of favouringelatively well-
performing countries, setting sector targets, or bsinigt over financial control. Danida has so far
strategically managed its relatiomsth parliament in this respect, stressing the need to report on
outcomes rather than attributing specific results to Danish inputs. It will need to pursue this line and
advocatehat development requires innovative and flexible approaches in complex environments.

The Danida Boardis another key stakeholder in the Danish systenis komposed of nine
eminent Danish personalities appointed in their personal capacity and comimghiobusiness
sector, the research community and civil society. The board providesiriister with independent
professional and technical advice on proposed activities, programmes and actiott plassreated
as anadvisorybody in 1971 under the Acon InternationalDevelopmentCo-operation While the
minister holds the full political authoritfor approving grants within the framework approved by
parliament’, the Danida Boards givenakey role in a number of areal with respect to allocations

21 The Finance Committee has delegated the approval authority for allocations B&o@0Dmillion to
the minister.
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to developmento-operationprogrammes, NGO projects and research activigiesits between DKK
5 and 10 million are submitteid and endorsed by thahair of the boardi with the minister and the
board informed at a subsequenild meeting; andrgntsabove DKK 10 are submitted and endorsed
by theboard?? ii) the bard provides dvice to the ninister on bilateraland multilateradevelopment
co-operation policy papers; and iiidhe board is alsohighly involved in country programme
monitoring. To this eml, it establishes direct links with stakeholglefor instance making use of
videoconferening with embassiesvhen discussing a sector programied membersnormally visit
oneto two programme countries eagkar.The oard ensures a political and tectaliquality at high
level andits role is clearly felt to be beneficial by Danish stakeholdEngs setup adds continuity and
stability to developmentpolicy, tempering swings that couldotherwise resultfrom changing
governments. Itleads tostrong invovement and deep knowledgen the part ofthe various
stakeholders and also heightens public trutié@processHowever, { is important in sucla setup to
maintain clarity over the advisory role of the Danida Badasto prevent confusiooverrolesand
lines of responsibilities in the Danish system.

The 1971 Act also created ti@muncil of international developmeob-operation(see Figurel)
as a forum for public debate on current development policy issuegqréisentlyheaded by the Chair
of the Danida Board and is composed of 60 members, both individual personalities and representatives
of Danish organisations. It organises three to five public conferences per year, but its role has been
declining over the years

An integrated system within #hMinistry of Foreign Affairs

The Danish Foreign Service i@ globally-operating organgation. It includes the MFA in
Copenhagerplus a global network of71 embassiesand severdiplomatic missiondo international
organisations. Danish developmeatoperdion is integratedwithin the Danish Foreigne®vice both
at headquarters and in the fieldhevreembassiemarage the development programme.

Within the MFA, the South Groups responsible for the overall managementtted Danish
bilateral and multilatetgprogrammeT h e S o ut man&agenespudtereconsists of the Head
of the South Groupnd the Heads of Bilateral and Multilateral Affaiffie South Groupomprises 12
departments plus Danidabés Cent rfour$trategicdepannerdst e n c e
report directly to the Head tiie South GrougFigure4):

1 The Department forDevelopment Policyhas overall responsibility for the formulation,
pl anning, and coordinati onltasbprobidessecactalibd s d e
and commaication support to the key stakeholders of Danish developogesperation in
particular the Nhister for DevelopmentCo-operation parliament (Foreign Affairs
Committee, Finance Commitie@nd he DanidaBoard

1 The Department forQuality Assurancewas established as part of the decentralisation
process in 2003. It is responsible ra n i peafdnsance management system, including
quality assurance and financial management of Danish developmepération

1 The Technical Advisory Servicés responsite for the technical quality of development
co-operationin sector programme support and other programmes and projects. It supports

22. Humanitarian assistance and regular contributions to multilateral organisations are excluded.
Approval of grants below DKK 5nillion are delegatedby the ministerto relevant departments and
embassiedfor certain grantstzove DKK 30 million, the grant must be approved by e r | i ament 0 ¢
FinanceCommittee.
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regional @partmentand two thematic departments (Environment Sustainabé Development, and
BusinessCo-operationand TechnicalAssistance). In additionh¢ Department for the United Nations
and Global Developmen€o-operation formulates multilateral strategies and is responsible for
De nmar k 6 swith tieel Ul tinteimatianal Development Associaticend regional development

funds, including related crossitting issues such as debt reli€he Department for Humanitarian
tar

the embassies in implementing the resoitmitoring scheme, and was therefore
strengthened following decentralisation.

1 The Evaluation Departmentis responsible for evaluating the performance of Danish
developmento-operationthrough evaluations and quality controls, and providing feedback
to the MFA about developmenb-operationprocesses and results elisuresaccountabily

to the political community and to the public by disseminating evaluation results.

The remainingdepartments have a geographic, thematic or support function. They include four

Assistance and NGQCo-operationc over s
humanitarian ageies, as well as policy development and collaboration with Danish NGOs, including

support to civil society in developing countries.

Denmar kos

humani

Figure 4. Organisation chart of the South Group and lines of reporting

Source: (MFA, 2006f), Organisation Manual for the Management of Danish Development Co-operation, MFA, Copenhagen.
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Decentralisation(see below) has alteretthe rolesand powers of different departmenfsr
implemening development assistancdrominent rols were given to the Quality Assurance
department and the Technicatiisory Service, wlich are the kegontacts withDanish embassies in
programme countrie§.heregonal departmentsvhichanswetboth to the Head of multilateral affairs
and the Head of bilateral affairare now more focused on regional policesd their roleseems
composite. On the one harileyare responsible for the afpfogramme in noiprogramme countries,
although the division of responsibilitwith Embassies/Representations threse countries differs
considerablyamong countries.On the other handhér role is limited to policy in programme
countries andin relation tothe multilateral orgaisations.There is a need to clarify respective
responsibilities and working relationships particularly with embassies ifprogramme countries,
and at headqgquarterso | evel with respect to pol
multilateral co-operation(with the Department for the United Nationsjince thee may be overlaps.
Clarification is also needed with respect to the humanitarian assistance programme. Decentralisation
of the multilateral programme has mazteordinationmore of achallenge for this programme, which
has major UN partners, anmdore clearly definedesponsibilitiesare neededetween the different
departments and missions. Equally, responsibility for disaster preparedness and risk reduction should
be shared with theedelopment side of Danida as part of country strategies, rather than being just the
responsibility of the humanitarian department.

A decentralised programme

I n 2003, Denmar k6s cddpdratidn énr @rdgramohes cauhtriep maEsn t
decentralised,in order to facilitateharmonisation and alignment at partner country level. The
multilateral programme was then partly decentralised in 2005.

Decentralisation of the bilateral programme in programme countries

A specialDanida task force began preparation decentralisation in July 2002 and the process
was completed in September 20@&centralisation meant thadditional tasks were transferred to
Danish embassies, especialtyr identifying and prepang country programms (Box 5). A Quality
Assurance Bpartment was set ugt headquarters and tiiechnicalAdvisory SrviceDepartmentvas
restructuredo accompany the process.

Box 5. The role of Danish embassies in development co-operation

The main tasks of Danish embassies in programme countries (and in Afghanistan, Gaza/West Bank,
Indonesia, Malaysia, South Africa and Thailand) are to ensure the effective and efficient identification, preparation
and implementation of Danish development co-operation according to the established policies and programmes.
Their core responsibilities include: i) monitoring and management of the country programme according to the
annual business plan; and ii) identification, preparation and implementation of Danish bilateral development
co-operation in the partner country, according to policies and guidelines, programme documents and
appropriation regulations. In non-programme countries, the role of the embassy is limited to ensuring the effective
implementation of the programme.

In all countries, Danish representations are also responsible for i) monitoring the political, economic, social
and human rights situations as well as development co-operation processes in the partner country and reporting
on this on a regular basis to the Regional Department; ii) ensuring knowledge sharing among partners in the
system and iii) implementing the MFAO s communi cation strategy. The Hed
personnel management as well as for financial management and accounting.
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A reallts contract and &usiness lan are signed each year by the Head of Representatiese
documents outlineutpus, expected resulisspecific responsibilities anthe authority involved in
delivering these resultas agreed betwedtepresentations anlle MFA The results contract defines
thee mb a scemyributon toMF A 6 s  tvakegicaobjdctives (foreign policy, consular activities,
commercial activities etc.). e annual business plan is specific to developnwrbperation
activities. It setsout the expected activities, budgets, resources and outputs for each country
programme on an annual basis, with related objectives, targets and indicators

Decentralisatiormeansthat, while najor policy issues anfinal funding decisions remain in
Copenlagen Danish embassies have a key role in preparing new programmes. Qnoggaanme is
approved embassiehavecompletefreedomto manage it, including reallocating part of the funding
(up to 10% in aid volume) whenever necessary. Manytaaay decisins are therefore decentralised
(Figureb). The cecentralisation ofthe Danish system seems to beell-balanced, allowingfor
autonomy \ithin a common developmento-operation policy. Twice a year all the Danish
ambassadomneetin Copenhageto discussievelopment assistanc®ideo conferencings also used
extensively, keeping costs down amelping to maintain strong links within the decentralised system
Decentralisationis clearly beneficialfor effective & delivery, particularlyas it allows greater
flexibility and responsiveness to local circumstances, which supportgidheffectiveness agenda
Thiswas confirmed in both Nepal and Ghana.

Figure 5. Programme cycle in the Danish decentralised system

Headquarters

Identification report

Concept paper for programme above

- .| Programme Committee reviews the Concept
DKK 30 million >

paper

Identification

Preparatory studies & <
Decision making arrangements

Appraisal report for programmes below | Technical advisory service undertakes
DDK 30 M appraisals for programmes above DKK 30 M
Programme Document

| :I Danida Board approves the programme

Preparation

Government agreement < |
Inception report for programme above DDK 30 M
Annual workplan and budget

Annual Progress and Financial report

Implementation &
monitoring

. Technical advisory service is responsible for
Review every second year conducted together Reviews
with the national partners

Evaluation department assesses the
programme

Evaluation

The system of reporting on development issues has been streamlined and reduced, but more could
be done in this respect since reporting requirements remain heavy (se¢ beladdition,ad hoc
requirements not necessarily related to the aid programmpat additional pressure on the embassies.

As a result, the workload remains hifgit embassiesgspecially those whicbover several countries
and/or areas other than @ééepmentco-operation as is the cader Ghana AnnexD).
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Decentralisation of the multilateral programme to four multilateral representations

In 2005, theDanishprogramme was also decentralised in four multilateral representations: the
UN missiors in Genevaand New York, andhe representationin Rome andashington. The main
developmento-operationtask of thesenissionsis to manage all organisatiespecific issues relating
to the locallybased multilateral organisationswith a few exceptionssuchas International Finance
Corporation The tasksinclude policy dialogue, management of Danish contributioagyrdination
with donors andvith relevant Danish actors, assessment of the performance of the organisations, and
reporting to the management Danida, the Danish Parliament and the Danish publi¢the other
multilateral representationsncluding the EU Representation in Bsels, the maitask isto promote
Danish development policy priorities within the Itilateral system. Theepresentation are also
expected to assess the performance of individual organisations and the appropriateness of Danish
support.In each multilateral post, whether decentralised or not, the Head of Mission signs a results
contract annually and reports on the resultsieved.

The combination of a decentralised but highly integrated system within the (& at
headquarters and in the figldnsure coherence and facilitaie&eommunicationWhile the scope and
impact of decentralisation is less cldar multilateral representations, strong links are maintained
throughout the system, with direct communication links between the different actors (embassies,
headquarters, multilateral posts). Thislps establish synergies between bilateral and multilateral
channels, assithe case for the human riglirogramme and support to the peace process in Nepal
(AnnexE). This is a powerfulrrangemenparticulaty in fragile statedike Nepal.Denmark is invited
to undertake an evaluation it$ decentralisation exercisavhich ®uld benefitother DAC members
engaged in a similar process well aghose considerindecentralisingincluding new donors.

Working through NGOs

Historically, Danish NGOs have played an important role in formulating Danish development
policy and they a still considered very valuable partners by the MHAey are also important
partners in humanitarian assistance, and several of the large NGOs are among the biggest recipients of
funds for both development and humanitarian assistance. The NGOs havitive @osl open
dialogue with the MFA, and some of the larg¢GOs also have representativas the powerful
Danida Board as well as in the Council. Annual consultations take place between the MFA and the six
Aframewor & will@Owith four umbrellarganisations and the few individual NGOs that
receive humanitarian fund¥hese consultations aim at agreeing on common strategic objectives for
the coming years.Humanitarian assistance activities and strategies carerdinatel in the
Humanitarian cont group, established in 1995 (Ann€x Despite this structured relationshgome
NGOs are sceptical about the predictability of funding from the MFA and believe that their influence
on policymaking has decreased during the incumbent government.

D a n is doaperationwith NGOswasset out in a strategyn 2000 (MFA, 2000b) This stated
the importance athe public foundatiof Danish NGOswhich wasseen aa comparative advantage
andis a precondition foreceiving public supporiThe recent requireméto fund part of cdinanced
activities has been criticised o me fAf r amewor k NGOs 06 found this sh
others agree with its rationale (Cha@grThe strategy acknowledg®#GO®H st r engt hs i n
their specific knowledgefodeveloping countriesHowever, it emphasises the needimprowve the
quality of ther activities.NGOs havahusbeen encouraged to focus their activities in fewer and more
specialised area¥he strategylso emphasises the needfoa r t oweearskigand capacitypuilding
in all projects and programmes. Rather than being involved in social service delivery, NGOs are
encouraged to build capacity of civil society organisations in partner countries to enable them to run
their own projects, includingadvo@cy campaignsandto act as change agents rather than service
providers
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In order to strengthen the capacity of Danish $@@d bring more coherente their activities,
the MFA encourages NGOs to form networks and allianbes.n i rajéctsCoundéng Service
(PCS) is onesuchinitiative. This association of small and medisimed NGOs was established in
1995with less than 40 members0years later it hadhore than 190 member orgartieas.

This effort could be pursuefdirther at country levelto improve synery and complementarity
between Darh embassies and NGOKH. could be donéyy giving a stronger role to embassits
monitor NGO programmeshus helping embassies stajormed d overall progress and ensuritigat
NGO-funded activitiesare wel-coordinaéd within the country. An audit of the strategy may be an
opportunity to consider how to address this issue and reinforce the role of embassies in relation to
NGOs.

Management
Toward a resultshased management system with stronger focus on quali

Denmark has a long tradition of results reporting. In 2003, it establishperfarmance
managemenframework focusing on results. This hidmlee main objectives: tp enhance the quality
of Danish developmerdo-operationthrough greatefocus on reults; ii)to improve management and
continuous learning through better information and reporting; antb igtrengthen accountability
through performance assessments and measurement in the context of an increasingly decentralised
management systemdewtools have been developadfurtherstrengtherthe performance framework
and updated information isvailable onthe Ihtemet, in particular the guidelines for programme
management, which applyo all programmes exceeding KIK 5 million (MFA, 20069. The
reorientation of the Technical Advisory Service seems to have settled into a supportive role in the
decentralised systertts responsibilitiesncludeensuing the integration of povertgrientation, cross
cutting issues, priority themes, and national eatinoand institutional reforms into development
activities, andt provides technical advid® this endlts efforts have hagbositiveresultsin terms of
programming procesa thedecentralised context.

Five-year country strategies provide the broasteategic framework for Danish development
co-operationin a partner country and outline hd»anishsupport contributes teeducing povertyln
the revised guidelines for countryrategy processes (October 2006), the fixed-fi®ar country
strategy nornhas been replaced by a more flexible model which allows alignment to partner country
cycles and/or joint assistance strategy cycles. This change will gradwaailg into playas old
strategiesexpire over the coming yearsiVhile performance monitoringloesnot aim to attribute
overall resultdn a country to Danish inputat programme levét enables Denmark and partners to
track progress against objectives and expected rasutlisedin programme and project documents.
The core tod for the resultsoriented management system at the country programme des¢he
resultscontract andhe business plan signed annually bgad of mission Reporting requirements
and performance feedback are entered into a unique database. They include, at the erabassy lev

i)  Annual assessmemf a countryprogramme. This self assessmamtludes reporting from
programme assessments done inngztion with programme reviews.iicludes aqualitative
review of i)the situation in the country; ii)general budget support;i)iprogramme
development, covering all sectors as well as eco$sng issues and priority themes; and
iv)reporting otcormioniAd@aidéen APl an. It constitut
reportto the Board of Danida in yearden there are noigh level consultationdt alsofeeds
into the annual performance repand reporto the AuditorGeneral.
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i)  Performance reviewsf the bilateral developmento-operationprogrammeare carried out
every two yeardy the QualityAssurance Departmerithey inwlve a transparent process and
use the same terms of refereneach time These reviews assess whether practices and
activities agree withstated policies, goals, plans and procedures. They cover the internal
organisation and management systéhe aid efctiveness agendand financial management.
Handledas peerreviews these performance reviewsovide many opportunities for learning
andoffer key support to the embassies. For instance, clear organisational sndeveloped
by Nepal and Vietnam have ée used by Performance Review tsams best practice to
inspire other embassieResults are published on the intranet and an annual refpait o
reviews is prepared and discussed in the Progra@omemittee to followup what was
learnedn the processA third round of performance reviews is n@&ingplanned.

In addition, at the programme and project level, resutigitoring include: i) annualprogress
and financial reports on programmes and projectgniijual programme reviews, which are mainly
policy-oriented and focused on the overall implementation of national sector policies, strategies and
programmes, and oneéhperformance and relevance @anish support; iiiprogramme and project
Completion Reports finalised at the end of a programme phgsmject; and iv) annual assessment
by independent auditors of all Danish supported programmes and projecadjreaichudit atthe end
of all programmes and projects.

The results monitoring scheme was introduced in 2003 and has been asfjustedtHavig only
one tool to measure progress is useful and Dagidaaking efforts to streamline itebustreporting
system It should consider the following issues when reviewing the system:

1 Attheembassyevel, Dani dadés pl eouldbe fugher sayiciiseel eround one
steering documentAs regards monitoringwhile self assessmentgelp maintain focus on
key aspects ofhe country programmes and are certainly useful for driving them, there may
be a bias in their results, given the fact that less sati@f and unsatisfactory rates require
that the embassy undertakes adjustments. Danida will need to consider how to manage this
risk. Embassies should also play a greater role in humanitarian rep@tingxC).

1 Danida should alsmake sure that there i mismatchbetween the workplastemming
from aperformance reviewnd theresourcesvailableto embassies particularly as shott
term staffing flexibility may be limited This points to the need to focus on results both in
balancing available human mgces with programme resources through the appropriate use
of instruments, and accounting for inputs. It also raises the issue of the appropriateness of the
currentcommitment budget systeamd the opportunity to move to restittased budgeting
Danida sbuld consider further how it can effectively integrate redbdtsed budgeting with
this accountingsystem(Chapters).

1 Addressingcrosscutting issuesand priority themesemains a major challenge at country
level, as is the case for many donokey elenents to address this includeet systematic
screening of these issues at an early stage in the process of preparing progrlm@mes (
concept note)their consideration in each programme docurnamd systematic reporting in
the monitoring toolsThese stepw i | | respond to NAOO&6s concern
(NAO, 2006). There may be a netdprevent any downside in terms of reportorgcross
cutting issues and priority themd&rogress has already been madehis since the end of
2006, with existig reporting requirements for each theme genetadiyng replaced by an
overall reporting plan fagsing on outputsywhereas national indicators in partner countries
are used to assess outcomes and the impact of efforts.
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1 The Quality Assurance Departmentesponsible forD a n i geafdrmace management
systemhas played an important role in developing and maintaining kegyerformance
management tools. Throle may need tde reviewed taking into accounthe functions of
the TechnicalAdvisory Service.

Manageament of human resources

The total number of sta#mployed bythe South GrougncludingMFA representationss 1 087
(Tablel). Decentralisation increaséke proportion of staff working abroad, wmow numbe73% of
all staff. Compared to 2003, timimter of staff working in Copenhageiell from 347 to 295n 2007,
This decrease is a result of both the finance restrictions in the Danish public service over the period
and the decentralisation process. Memployeeshave been postedo partner countriesthere were
231 outposted staff in 200compared with1l51 in 2003.This follows arecommendatiorin the
previous review that every effort be made to protect field staff from governmidatstaff reductions.
In 2003 in particular, as part of the decengatiion process, one additional Danish stadimberwas
apponted to each programme country.

Table 1. Staff number in the South Group (as of 1 February 2007)

South Group  Frogramme
Employees based in Denmark 295
Total number of employees abroad, made up 792 459
€ out-posted staff 231 140
€ locally-engaged staff 561 319
Total number of employees in the South Group 1087

Source: MFA.

Programme countries now haagotal 0f140 posted staff plus 319 local employees, accounting
for 42% of the total staff of the South Gro(pable 1) However, given the number of tasks
transferred to the embaskyel as part of decentralisation, Danish embassies in programme countries
operate with a lean staff structure and furtbets in human resources m#yeaten thequality of
operationsIn Ghanathere are deficits in some important areas of expedigkjn some sectors the
numberof technical staff irheadquarters imsufficient to meet all the demands from the different
embassiesAlso, the balance of resourcés the Humanitarian Department to engage extensively on
policy as well as manage crisisspenseshould be reviewedrlo partially resolve this issue, there is
scope to promote further joiminalysis and burden shariagnong the donor community and benefit
more from each IndNepaban éxderna Rgmidar unit nsaeages the labotensive
Governance and Human rights program@engsieg the embassyDanish embassies should make
sure that such arrangementghich reducestaff in the embassylso translate into efficiency gains.
Relying on bilateral advisscanalso compensate fordk of capacityand also helpachieve the right
skill mix in a context where, ithin the MFA, the flexibility to adjust the staff skills to new
requirementss limited and takes time. The use of bilateral aggisvorking on a contract basis for
two to thee years on a programmeas quite extensive in 2000/01, with up to 271 adsige 2001,
but thisthen diminished to a level of 208 in 2005.

In general, Denmark relies motkan beforeon localy-engagedstaff. Their numberhasmore
than doubled in the ¢ four years, from 263 to 56T0 build moreon thispositive move, Denmark
will needto consider careatevelopmentor these staffo as toi) ensue continuity, which is a risk in
a country like Ghana; idevelop further opportunities for trainingndaiii) provide local staff with
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opportunitiedor greateresponsibiliy. This will mean improvingthe use of Englisin Danida official
communication For instancelocal staff memberén Nepal apparently rmain in quite lowranking
positionspartly becase of theequirement taommunicate with CopenhaganDanish

Gender balance is an issue botlth@adquarterand the field. There arew womenwith higher
level responsibilitiesn Copenhagenhere are8 women out of 15 positions in the senior @mgement
of the South Groupand onlya small number of womeareposted abroad. Denmark could analyse the
reasons dr this situation.This would helpthe MFA consider how to empower the female staff in
Copenhagen amdesign thencentivesneededo postmorewomento anbassies.

The use of dearning is beneficial to the organisatiorNot only is it a coseffective
communicatiortool, but it can also help provide individualtgiloredtraining includingconcentrating
training in summer fosstaff posted abrodh The est abl i shment of Dani dao
Development (DCCD) in 2002 was a major step forward in this respect&jB&dearning should
continue to be developeds planned by DCCD, and proposed on a voluntary basis. Joint training
partnercountriesshould also be developed furth&his would beparticularly useful for local staff,
who so far havdew opportunities for training.

Box 6. The Danida's Centre for Competence Development (DCCD): a tailor-made approach

Dani dads Centre for Competence D edoveasure fargeted, up-tovdate and
individualised competence development. Its target groups are MFA staff working on international development
co-operation and Danida advisers. DCCD&s cor e r es p o n spieaparture pregsammes forl siaftl
posted to the Danish missions in the form of individually-tailored programmes; ii) on-going competence
development in the field of development co-operation in the form of seminars, courses, and e-learning
programmes; and iii) establishment of IT-based professional networks within key priority sectors. The range of
training covers thematic courses (e.g. public finance management, human rights, mainstreaming cross-cutting
themes) and administration of Danish aid (e.g. aid management guidelines, aid effectiveness, monitoring
indicators).

As a member of the Joint Donor Competence Development Network Denmark has been involved in joint
training activities in partner countries in areas of common interest, such as sector wide approach and poverty
reduction strategies. Denmark supports these initiatives as a way of creating dialogue and sharing the experience
required for donor harmonisation and alignment. This initiative should be developed further because training in
partner countries is, together with e-learning, an opportunity to provide more training opportunities for local staff.

Moving from aknowledgebasedo a learning organisation

The South Grouphas set up an efficielknowledgemanagement systemhich enables it to
producemuch valuable information. Danish embassies ezgponsible for ensuring that essential
knowledge and information gathered throughir activities and of interest to other departments and
colleagues is sharerhpidly and effectively, including through the regular updating of relevant
information in the Programme and Project Data Bes€openhagen, the Technical Advisory Service
has a key role in compiling and systematising experience atid-dgie knowledgeon technical
aspects of developmenb-operation For instance, best practice papers are issued each year. All the
information produced is publicly available tire Danida website (BoX).
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Box 7. South News: an example of good practice

South News isa good example of Dani dads i ntensi foeshanngse
information inside the organisation. South News is an internal intranet and e-mail newsletter for all South Group
employees in the MFA. It is published approximately every three weeks and each issue is read by 122 readers on
average. The articles are written by the employees and have a general focus on development and current affairs
in the South Group embassies and missions. It offers an informal but informative way of keeping in touch with
other departments and areas.

The evaluationdepartment is an independent body reporting directly to the Hettte dBouth
Group lIts core responsibilities include:planning, formulating and managimyaluations of Danish
financed development activities, including multilateral and NGO activitiegpiijributing to the
learning process in the MFA by providing feedback to the managenientlepartments and
representationsn the relevance, impact andperational performance of development activita
i) increagmg the accountability of Danish developmenb-operationby disseminating evaluation
results to the Danish public, politicdécisionmakers, MFA management and staff, the Danida Board,
partner countries, other donors and other interested parties.

Thedepartment is alsoavelopingevaluationmethodd such as th&valuation guidelinegMFA,
2006h) published in November 200&nd methodgor disseminating evaluation results. It plays a
leading rolein internationalco-operationon evaluationwith a strong involvement in international
networks, in particular the DAC evaluation networkhe department also antribuies to the
development of evaluation capacity in partner countries throughtet@l and multilateral
co-operation and in doing s@ an active advocate {@int evaluations with other donors and national
authorities in partner countries.

Both knowledge management and evaluation are key assets for Danida. Denmark could make
more se of thermby being moresystematidan the management of itarious sources of information,
including evaluation At the same timethe South Groumvill need to think furtherabouthow to
manageall the informationit has access tdaking into account @limit in the capacity to absorb
knowledge.lt could review in this respect its knowledge managemamd dissemination policyThe
EvaluationDepartmenthasa key role in the programme, bits impact is limited by itsmall staff
number The Evaluation Bpartment could also have more regular meetings pualitical leadership
and senior management. Basediterexpertise, the Evaluationepartment should carmyporeweight
within the organisationwhile maintaining its independence.

Future considerations

1 Denmark is invited tevaluatethe MFA decentralisation exercise. In addition to the direct
benefit Denmark will draw from thisit will provide useful input for the DAC aid
management data base that will allow DAC members as well as new donors to improve
current practices.

1 As part of decentralisation and in order to increase the effectiveness and complementarity of

the programme at country level, embassies should play a grel&én monitoring and
reporting on NGGunded activities and humanitariarsssance programmes.
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1 Denmark needs to consider how to maintain the right level of human resaiticése right
skills mix and gender balancas far as possibleonsidering Danish service requirements
Considering the importancef locally-recruited stf in its decentralised programnend
taking account ofhte local contextit should consider further career developmentidoal
staff.

1T Denmark is encouraged to build on Danidads
evaluation methodology to fimer develop and disseminate learning ingfge organisation
and outsidet for the benefit of other DAC members.
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Chapter 5

Aid Effectiveness

Political commitment to aid effectiveness

There is broad political supportf o r t he government 6s commi t me
alignment, set out itommitment to DevelopmeiFA, 2006€e) which continues to focus Danish aid
on part n®dre@ has deenl general public support, over many years, f Denmar k 0
partnership approachmcluding the move in 1994 from a project to a sector approach. Although it is
difficult to explain to the public that it is not possible to directly attribute sector results to Danish
inputs, the government was able tplain the change in terms of ownership and support to the
Poverty Reduction Strategyrocess (PRSP). The present government commitments include
integrating development assistance into the finance acts of partner countries, focusing aid on fewer and
largerinitiatives, increasingpint missions with other donors, formulating joint country strategies. The
Foreign Policy Committee is supportive of the
visit to Tanzaniawhich allowed politicians from across thearties tosee the benefits (poverty
reduction and efficiency) of a Joint Assistance Strategy.

While there are differing political views on sonaéd management approacheshich have
implications for the aid effectiveness agenda, the government hasdeacthecommodation on each
of these approaches:Tihere are costffectiveness argumentisr reducing the number of sectors in a
programme country, as is the case in Ghgnan that Denmark cannot be involved in everything.
The government has used thesguments irparliament when promoting harmisation. At the same
time, the nnister wishes to maintain a balanced country programme portfolio for managerial reasons,
though the Foreign Affairs Committee would be more radicaleifucing the number of gecs.
i) Some NGOs favour setting a target of 16#40DA for education. Theminister has resisted this
pressure for sector allocations, which would limit managerial flexibility at country level and be
contrary to harmonisation and alignment commitments. iRstance, in Mali, a new programme
country, Denmark is not involved in education at all because the Mali government already had
sufficient support from other donori§) The government would like to make greater use of general
budget support in counés, but is conscious of the political risks (see below).

Implementing the strategy throughout the Danish system

The government has promoted harmonisation and alignmesgvatral levelsAt the international
level, Denmark has participated actively in d@le.Ilt has been a leading advocatethe Nordic+
Joint Action Plan orHarmonisation(2003) and has been working on guidelines. Denmark has also
taken a leading role on procurement and is pilot testing the approach in some countries. In the EU,
Denmark § trying to promote harmonisation between different regidfsican, Caribbean and
Pacific Group of Stateé\sia and Latin Americatc.) and to aligieuropean Development Fundles,

23. According to a research study, there has been a clear tendency for Denmark to focus on recipient
needs rather than donor interests (UMUDER, 2007)
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but this is proving difficult. Denmark does not support EU harmonisasaam end in itselfecause of

a belief inlocal ownership and a donwide approach within partner countries. With regard to
multilateral assistangeDenmark actively promotes joint donor strategies in order to increase the
effectiveness and efficiencyf anultilateral organisations (Chaptg). At the national levelthe
government has been involved in various activities to disseminate the agreements on aid effectiveness
and to communicate with politicians and the public. Within the MFA, the commitmeahet®aris
Declaration is well reflected in relevant guidelines and other documents, and related training is
provided. For example, th&uidelines on Programme Management 20@6ich update previous
guidelines on sector programme support and introduceaneas, are drafted to take account of aid
effectiveness (MFA, 2006g). Theleve also beenseveral recentnitiatives, predating the Paris
Declaration to promotéarmonisationat different levelsIn partner countries, the decentralisation
process has baea major organisational supptuot aid effectiveness.

The overall approach to aid effectivenesprisgmatic and incrementatith in-built processes of
reflection and stocktaking. T Ipregregsively@med moenake 6 s p |
Denmar k6s devel opment assistance more effective.
the 2004 plan stressed the importance of harmonisation and introduced the Nordic+ Joint Action Plan;
and the 2005 plan introduced participation in joint assistastcategies(JAS) and increased
contributions to general budget support. The 2006 plan announces further harmonisation measures,
including integratig aid funds into the partner countries finance acts and participation in joint
missions. This incremental pach reflectshe realiteso f Denmar kds own syst em:
partners. In additiorin 2007Denmark will lead a major effoelong with other donor® evaluate aid
effectivenessThe first results are expected in 2008 and the final reyithrbe publishedy 2010*

The choice andmix of aid modalitiesdepends on hdepth analysis of the national policy
framework for poverty reduction, the role of private and public sectors, and the quality of public sector
management. Existing analyses are uskdre possible. Denmark can also adapt its modatiies
changing situation. For example,e nmar kds country policy and appr c
positively and quickly tiNepab evolvingsituation.

Denmark has made efforts to reform iiggorting systemsn response to the aid effectiveness
agenda, though there are still some areas to t
information has been lost with the new modalitiBsnorsnow have to rely on otheinformation
sources including partner countriéwn monitoring sysgms. For example, the Peeeview team
learned that theninister would have liked information about HIV/AIDS and the NAO would have
liked information on the use of different modalities and their reso#iher ofwhich waseasily
available A task force for reporting on budget, commitment and disbursements orcattisg issues
in Danish development assistance westablislked in 2006 The anticorruption plan commits
embassies to report on Danish dieygnent assistance funds on a quarterly basis.

Like many other donors, Denmark faces challengesstructuring its staffingn the light of the
aid effectiveness agenda, not just in numbers butialserms of background and ski{€hapterd).
To be nvolved in setor discussions,rebassy staff need to understand financial management systems
and institutional development as well as specific sectoral issues. In the case of Nepal, Denmark was
well equipped to deliver the aid programme in a difficult emvinent butin Ghana, further staffing
adjustments are needed to support the programme adequately and facilitate effective alignment. These

24. This evaluabn studyis being conducted jointly by the DAC Evaluation Network and a number of
partner countries. Denmark is funding a small secretariat which is hostieel Bainish Institute for
International Studies. The retiring Head of Evaluation has movedstmgtitute.
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adjustments are difficult to managspecially whersector specialists resist the process of changing
staff profiles.

The MFA is not able to track the impact of the aid effectiveness agendeamsaction costs
systematically across its programme countriesdmgs obtain a general impression frombassy
reports. While harmonisation and alignment should reduce ttémss costs over time, espetyafor
the partner country, nebasges have to absorb a number of costs in the short term. There is a
suggestion that many of thesestsarise fromthetransition froma project toa sectorbased approach
Denmark would liketo lead in some sectors and take a step back in o#dmerbas takeron the
management of some oucthabm Ghana and NepaHowevere thesetisi scopes
for Denmark tadelegag its own operations to others, through, for examgilentpartnerships

Detailed Review of Progress at Country Level

Denmark has made efforts to promote aid effectiveness agprtigramme country levdbut
particular challengeeemain Decentralisation has beanpositive stepAid funds are committed for
five-yearperiods which should increase predictabiliigr recipients As noted above, there is a clear
trend of reducingthe number of programmes and components. On the other hand, according to the
2006 NAO report otdarmonisation and Alignment in Danish Bisal AssistancéNAO, 2006b)and
some internal reporting, there has been a lack of consistency in the approach across all countries. In
particular, Danish efforts at aid effectiveness have not been systematicafjyatetl into country
strategiesThe Amual Performance Report 2005 (MFA, 2006ighlights thechallengeinvolved in
replacingseparate Danish funding with joint arrangemexga/ell asin adjusing the mix of skillsin
embassies to address harmonisation requirements. Denmark has now dewelepgdidelines for
country strategy processes so that both bilateral and jomiegies can be dealt with, and local
embasgeshave room for manoeuvre in local discussions. The following sections discuss country level
performancegainsthe different &ments of the aid effectiveness agenda.

Ownership

There is ample evidence that Denmark supports the principbevo&rshipand isputting the
principle into practicén the majority of programme areasith country strategies based on the partner
countries @overty reductionstrategies.The principle of ownership is also reflectadthe country
strategy processvhichi s i ntended to help align Danish aid

However, the procesmvolved may undermine thigtention. Den ma r Ro@irdry Strategy
Papers(CSP) are national strategy documents that set out-teng plars and form the basis for
allocatng funds to the country programsiedeveloped in collaboration with the partner countries
theyensure coherence of developrheolicieswith partner countr e s 6  0.bTheeCSR provides a
basis for political debate in the donor country about priorities in the partner country, and in Denmark
the Foreign Affairs Committee discusses individual €8Rd has the right to ask tmainister to
comment on them. These documents are finally approved by the donor headquarters and become
public documents. In Denmark, the G3fPe then monitored by annual assessments and performance
reviews. But an EU study® has questioned whether this tgpof CSP process contributes to
coordination and c¢ompl ¢noess sessout acgountaldliey metatonskvihsthe C S P
MFA andparliament rather than to partner countries.

25. Copenhagen Development Consulting 20@valuating Co-ordination and Complementarity of
Country Strategy Papers withNational DevelopmenPriorities. Evaluation Services of the European
Union. Studies in European Developmentdperation Ealuation No. 3. Transaction Publishers
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The CSPis perceptiby evolving into a form that might be better adagpteo the challeging
requirements of alignment. Two aspects standipllenmark is engaging with other donorsjamnt
assistance strategiesAGs) in three programme countries (Tanzania, Uganda, and Zambia).
Participation in JASwas mandated by theminister after consultation with the Foreign Affairs
Commi ttee. Participation affects Denmarkodés CSP.
use of basket funding, and use generalised forms of technical assistance. There are likely to be further
impli cati ons f or Denmar k6s CSHn Ghana, Dénmarks MoSingpr oc e ¢
towards a more flexible CSP, whichlwstrengthen c@rdination and complementarity. In particular,
the draft CSP underwent extensive discussion with the Governme@hafa to agree sector
allocations. More generally, the revised Danida guidelines for country strategy processes have
introduced a more flexible approach allowing full alignmentt harmonisation with countigd
processes. Denmark should pursue this elaiutn doing so, it will be in line with the EU studsee
footnote 24) which recommended that Denmark treat €8P flexible working documenfs as a
continuous procesgather than as public accounts for audit purposes.

Alignment

Denmark has advoaad a sector approach for over a decade and its core aid mod&8igter
Programme Suppo(SPS). In each programme country, therepamvisions forSPSin 2-4 sectors,
based on national sector segies and supported by a joint sector wide appreati other donors,
for maximum alignment and harmonisation. Although 13 out oérbbassies regard harmonisation
efforts as satisfactory or very satisfactory (MFA, 2006b), there is room for progress, since Denmark
still retains a proportion of bilateral pegts in its sector approach, realigning bilateral projects with
sector objectives.

This explains why, according to t2006 Survey on Monitoring the Paris Declaratigmst 28%
of Denmar kbés activities i n GhMoregenend)kihe resuiseof of ¢
the 2006 surveyshows that while Denmark is an effective donor in a number of areas, it is
underperforming on certain indicators, particularly those on prograoased approaelsand use of
country public financial management systetBsx 8). According to the Performance Report 2005
(MFA, 2006b) there were still widespread separate funding arrangements and parallel implementation
structuresat that timeDenmark is aware that achieving progress on the target to reduce the number of
PlUsis a particular challengéccording to the MFA, Denmark intends to make more use of common
arrangements and pooled budgets, as was seen in Ghana and Nepal

Box 8. Aid effectiveness indicators for Denmark, with special reference to Ghana

The 2006 Survey on Monitoring the Paris Declaration, which will be the baseline for measuring d o n o
progress,paints t he f ol l owing picture of Denmar kpedormang bettar tham
the average on untied aid (85%), the use of country procurement systems (45%), the use of common procedures
e.g. programme-based approaches (60%), joint missions (33%) and joint country analysis (80%). Where Denmark
was below average was in aid flows in budget (45%), co-ordinated support to capacity (48%), use of countries
financial management systems (29%) and predictable aid (54%). There are also 3.8 parallel project
implementation units per country.

The s ur v equrrg chapters showt h a't Denmar kds a pifferent parther countrigs.eFor
example, in Ghana, 65% of Danish aid for the government sector was on budget, similar to the donor average
(68%) . Denmark used the governmentds financi al repag
aid was programme-based, Denmark participates in some pooled funding in sector approaches and contributes to
the Multi-Donor Budget Support, with a level raised to just over 10% of its total commitments. With regard to
providing more predictable aid, Denmark intends to disburse 100% of the overall commitments by retrospectively
adjusting sector allocations to reflect capacity to disburse. Sixty-three percent o f Denmar kds mi
are now co-ordinated with other donors.
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D e n maapgliéasgon of strict standasdparticularly infinancial managemenshould translate
into capacity building and should avoid workiagainst the alignment and harmonisation prinsiple
Thi s explains why Denmar k does not i n al | ca
managenent systems. For instance, Nepal, Denmark has put in place arrangasén its different
programmesto ensure funds are adequately spent (AriflexDenmark should considdrow to
addresdoth the need to demonstrake efficient use of aith order toreinforce public and political
supportand the need teemain in line with its commitment to aid effectiveness.

In particular, the government has adopted a risk management approach to implementing general
budget support (GBS). After extensive discussidth wther political parties, the government was able
to agree an approach and establish@driteria on which to assess a decision to provide GBS in a
particular country® The criteria were defined by the Danish government in four key areas
(governance, gverty reduction, public financial management, and partnership). In particular, MPs
called for sound financial management systems so that there is general accoufaalilityish tax
payers. The first assessnts were made by the countmnlzassadors, spprted by the Technical
Advisory Service, in the course of the normal appraisal process. Six of the 16 programme countries
now receive GBS. In certain countries, such as Uganda, there could be no political agreement on the
provision of GBS (Uganda had be@wolved in regional conflict, so there was a perceived risk of
GBS contributing to funding the conflict). In other countries, there may be risks of corruption and
fungibility and other fiduciary risks buhese may go alongsidésible efforts at govermaee and
democratic reforms. In such countries, Danish MPs were concerned to ensure an investment in good
governance, in effect promoting conttmft h e ¢ o u npartiaynéns oven thewuse of funds. For
instance, in 2006 in Tanzania, Denmatkshed tchawe the adoption of thenational anticorruption
legislation as a common performance indicator for relgag@riable tranche of GBS. The government
also statedthat funding for GBS would not exceed 25% of the country programme, which reduces
exposure to risand promotes synergy between different instruments. From a professional perspective,
the review team failed to understand the logic behind a general 25% ceiling on GBS.

Technical assistana@anbe providedkeitherthrough financial assistance to the partcountry or
through tied assistance with Denmark. The choice depends on agreemehevétipient, based oa
needsassessment arbe availability of technical expertise and procurement capacity. In Ghana, there
is relatively little tied DanishTechical AssistanceTA), and thé is declin ng f urt her . De
approach to capacity development is becoming more structured, and there are lessons for other donors
from this approach (Chapt6y.

Commitmentbased budgetinghould contribute talonorpreditability but, like the CSP, may
also pose certain constraints. Commitrdeaded budgeting started in 2006 so it is too early to make
definitive judgements about its effects on alignm8uoit early indications are th#tdoescontribute to
the predictabity of aid for recipient countries. In Ghana, Denmark expects to have 80% of all Danish
assi st adrucdegefion T hese badglctear aommdanmests, allovibri flexéle
disbursements to make allowance for changes of pace in different sectbrsnplementing
authorities.However, vhile the Technical Memorandum states that there is still flexibility to change
commitmentsn reacton to crises, the new commitmebased approach may restrilis flexibility as
it may be more difficulto realloca¢ funds when new issues ariseNepal, there had been a welcome
flexible response to a new situation before the commitihas¢d budgeting system was instituted.
The risk is that, in future, new political initiatives such as those required in Nepalragube taken
on and new political realities could not be easigponded tolaking into account the balance needed

26. MPs visited some countries and this helped them understand the potential benefits of GBS and how it
can signal belief in a countryds capability.
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between predictability and flexibilitysome consideration of these issues should be desirable,
especially since the2006 survey on monitmg the Paris Declarationshows that Denmark is
underperforming on the aid predictability indicator (B&)x

With respect to humanitarian assistance, although there is a specific budfmttive decisions
on special arrangements to respond to hutaaan crisedeyond this budgetre talen by the Finance
Committee of prliament.

Harmonisation

Denmark is actively involved in donor coordination mechanisms. In both Ghana and Nepal,
Denmark is seen by donors as a strong and constructive player inopingmharmonisation
(AnnexesD andE). Its increased support tbe JASIin a number of partner countries is positive in this
regard.

Denmark aims to reduce the numbebithteral missionsnd rely more on joint missions, though
it does not expect to abam bilateral missions altogether. Every second year, there are high level
consultations to discuss matters of political importance in Denmark, such-asramgition strategies
or political relations between Denmark and Ghahecording to Denmark,hiesewere particularly
important whileit was a member of the Security Council, and therefore canvassing opinion on a range
of political matters. Given that Denmarkds rol e
that bilateral projects are beindngsed out in favour of joint approaches, Denmark could consider
reducing thehigh-level bilateral consultations in the futur&@hey could focus on overall political,
foreign policy relations, subject to recipient countries expressing a similar preference.

Untying aid

Substantial progressas been made amtying aid since the last Peerefew. As of November
2006 Denmark hasintied allaid with the exception of the Mixed Credit Programmd food aid will
be untied fom 2008 onwardsThus, Denmark has ge beyond the DAGecommendation for aid
untying. Furthermore, since 2004 all procurement under the grant financed development programme,
including food aid, has been untied with regard to other EU and European Economic Area countries.
There have also beesgveral changes to procuremolicy in line with theParis declaratiolon aid
effectiveness. Where a partner country has satisfactory procurement capacity, Danish development
assistance uses recipient country systems in accordance with the Joint ReatuPelicy. For the
private sector programme, there is now worldwide procurement. To facilitate this arrangement,
Denmark improved its advertisements and access to its website, which has increased the number of
non-Danish applicants and tenders. This hesulted in more contracts with r@anish companies.
Of the 20 contracts of over DKROOmillion, 25% werewon by norDanish companied.his untying
on procuremenras been global since November 2006.

The Mixed Credit Programmevith an annual budget of KK 300million (which equals
EUR 40 million) will remain tiedto companies registered in Denmark, although there is no
requirementsto the origins of goosland service$’ This programmewhich presently constitutes 3%
of the Danish aid programmalso opeates in a number of LDC3he level of commitments to LDCs
has increased over the past two years, as a consequence of increased focus on Danida's programme
countriesThey accounted for 41% of theix¢d Credit Programmeand for 71% in 2006.

27. The Business to Business (B2B) Programme which accounts for df. 58 Danish programme, is
also tied to Danish companies.
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The tied Mixal Credit Programmeés not in accordage with the 2001 DACacommendation on
untying ODA to the LDCs(OECD, 2001a) Denmark considrs that this exception to the
recommendatiois covered by the remarksade at the time of the adoption of t@ECD
recommenddon on aid untying whi ch st at ed t hdetperfirmanceanragpyisg pos s
the ;recommendation is to be assessed against its overall performance on the effort sharing matrix.
Denmark scores higjypon both indicators in the matrix.

The questionof untying the MixedCredit Programmeis debatedin Denmark. While many
stakehol der s | ust infeyaludieof thes priogiasnmepio 2002t (MFAN 200213
recommended that Denmark adopt the unti@ttlow for Mixed Credits. In response, the FiganAct
of 2002 provided a budget allocation of DKIQ million for an untied window of mixed credits in
programme countries (and South Africa) to facilitate sector programmes, though the bulk of the
programme remained tiedome politicians believe that atgling is not necessary large Danish
companies can win global competitions and even small companies are increasingly competing in a
global market. The general public accept the principle of aid untying as it promotes ownEnship.
Peer Review teamppreiates that development results are achieved by the use of thielixed
Credit Programmebut it encourages Denmark to analyghether these resujtas well as the public
support benefitscould be achieved by other instruments. This could allow Denmearkconsider
its exceptionin light of the Paris Declaration on aid effectiess andthe improved overall
performance of DAGnembers with respect &ffort sharing as suggsted by the 2007 OECD/DAC
High-Level Meeting

Managing for results

The MFA hasworked on establishing robustporting systemén the embassies as part of its
resultsmanagement and quality assurance procedures (CHapfEnese systems review progress in
the sectors and the country programme as a whole. In gathering informatiesutis,Denmark is
committed to the Marrakech principles of managing for developmetitsand tomaking use of
partner country reporting systems where possible. In an assessment of these reporting systems, the
NAO expects the WA to continue developinghem so as toharmonisereporting from different
embassies, and to do more about reporting on the trends in funding to the different modalit@®s (Box

Box 9. Overall assessment by Denmark's National Audit Office

Accordingtoanover al | assessment of har monisation and
Report (NAO, 2006b), while the MFA has planned and followed up on bilateral assistance to programme countries
in accordance with international declarations, further efforts are needed in specific areas. The MFA has
participated actively in international work on harmonisation and alignment. There have been improvements in the
reporting of sector programmes and for quality assurance, though more needs to be done to standardise
embassy reporting. The MFA has not yet worked out how to delegate authority to other donors and to become a
silent partner, though Denmark has taken on other donors. The NAO report recommends further prioritisation in
programme countries. The MFA could not provide precise figures on aid modalities, especially general budget
support, because the DAC reporting system does not capture these. There remain differences in harmonisation
and alignment between sectors in the same countries. The NAO expected that the MFA would adjust the
guidelines for evaluation, and this was done in 2006.

Mutual accountability
The concept omutual accountability is only just emergiag Denmark engages in joint activities

at the country level. In Tanzania, wherenDerk is engaged in establisg a Joint Assistance
Strategy, there are systems of mutual accountability in place. In Nepal, Denmark clearly sees that its
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activities should contribute to the Nepali people and that Denmark should continue to be seen as
trusworthy by all parties.

The government is concerned to engaliferent constituenciesvithin the Danish public
including the business community and civil society organisationslevelopmento-operation The
move towards sector programmes and budggpat pose a challenge for maintaining the support of
these various constituencies. There is less ability to document specifleallshimpacts on poverty
reduction at country level and a need to explain the beneficial outcomes of complex development
adivities supported by Demark. The MFA uses theMDGs to strengthen public support for
development assistance as they provide a clear indication of the results to be achieved and a good basis
for monitoring progress. The Results Contracts (ChaRténk Danish work at the country level with
the MDGs for the particular countryAt the same time, the Danish public is concerned about
corruption.The anticorruption plan, established in 2004, isthEAMd s response to this
Danish public. In par@r countries, many countfgvel activities are associated with this plan,
includinghigh-level consultations

Future considerations

Denmark has made consideralpeogresstowards implementinghe ParisAgendaon aid
effectiveness. In particular, decetisation of authority to embassies has greatly facilitated
harmonisation and alignment. Thigrogressnow needs to be consolidated arihplemented
systematially across partner countrieds well asimplementing the NAO recommendatiofar
further prioritisation in countries; impleméng delegated partnership with other donors; and
improved financial reporting on aid modalities, further consideration could be given to the following
areas:

1 Looking at aid effectiveness iperformancereviews andevaluation, as Denmark is
considering, would be a usefuwhy to male the aid effectiveness approach across embassies
more systematic

1 Crosscutting issuessuch as gender equality and environmental sustainability remain
important development objectives and there isexirie considehow to promote therwhile
maintaining theownershipprinciple Denmark is encouraged ttisseminate widely the
lessons from thépril 2007 seminar inrelandon this challenge.

1 In the light of aid effectiveness, Denmark is invited to putbeetrend towards a reinforced
country strategy process that suppdASand that is conducive to mutual accountability.

1 There is 8ll evidence of Poject ImplementationJnits, and Denmarkneed to seek other
solutions to capacity constraints that arekéeping with the requirements of alignment and
ownership.

1 Bilateral missions at high level could be further reduced in nuniidexy could focus on
overall political, foreign policy relations, subject to recipient countries expressing a similar
preference

1 Denmark should consider how to create incentives for aid effectiveness, both for staff and
for budgeting. The recruitment of the next generation of sii#iffprovide an opportunity.
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Denmark should review experience with its nesmmitmentbased budgetg in order to
ensure it remains flexible enough to reallocate funds when new priorities arise, and is
consistent withthe need to focus on results rather than inputs.

Denmark is invited to review thien criteria for general budget support with referetce
accountability relations, particularly in the light of the principle of mutual accountability.

Denmarkis invited to consider other mechanisms or instruments for getting the development
as well as the public support benefits achietredugh its tied Mxed Credits programme

This would allow Denmark teeconsider it®xceptionto aid untyingin light of the Paris
Declaration on aid effectiveness ahe improved overall performance of DAGe mb er s 6
with respect teffort sharing.
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Chapter 6

Special Issus

Capacity development
An innovative donor at the forefrontfopolicy guidance for capacity development

Long before the Paris Declaration put an emphasis on capacity development, Denmark has
considered this dimension as a key element in its developmeistaass programme, and its
strategies and guidelines have emphasised capacity development support. As its aid moved from a
project to a programmatic approach, the focus on capacity development support has moved from a
focus on individuals or individual oagisations to develamy institutional or organisational capacity
at sector level, or at government level through support to various reform endeavours. At the same
time, given the lack of a comprehensive conceptual framework to analyse capacity development
including methodologies to assess the impact of capacity development support, Denmark decided to
embark on a large development and learning exercise in thisrfi2@D2(Box 10).

Box 10. D e n ma r rciermential approach to analysing capacity development

A step-by-step approach has been taken to test a methodology for capacity development impact evaluation.
Each step produced a separate working paper, available on the Danida website. The steps were as follows:

l. 2002: development of an analytical framework to evaluate the impact of Danish capacity
development support to public sector organisations in the context of sector programme
support. (MFA, 2002c)

Il. 2003: establishment of an overview of the existing Danish support to capacity building.
This was the first assessment of Danish support to capacity development. The study also
tested the relevance of the impact evaluation approach suggested in the analytical
framework. It covered 15 sector programme supports and three interventions funded
under the environment, peace and stability mechanism (MFA, 2003b).

M. 2003: development of a draft methodology for evaluating capacity development; this
suggests 15 steps to assess capacity development support (MFA, 2003c).

V. 2004/05: publication of a general report describing a pragmatic approach to donor
support for public sector capacity development (MFA, 2004c). This report was followed in
2005 by an introduction to a result-oriented approach to capacity change (MFA, 2005c)
focusing on the potential constraints and the realistic options for changing and enhancing
organisations6 capacity.

V. 2005: field-testing of the proposed methodology in Ghana, which led to recommendations
for adjustments to the analytical framework and the methodology (MFA, 2005d).

VI. 2006: publication of a guidance note on Danish support for capacity development was
issued by the Technical Advisory Services (MFA, 2006i). It aims to translate the theory
into implementation in the field.
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Denmar ks obj ec teitovtlee ingightsof Damda, othen donarsband development
partners about capacity development support and its outcome, and ultimately to prepare a set of
guidelines for capacity development support. In doing so, it has developed a Capacity Development
OutoomeEvaluation Methodology, which is a comprehensive framework for analysing and evaluating
both the internal and external aspects of capalg@tselopment and capacity devetoent support in
organisations (Bogt1).

This exercise was engaggaintly with other Nordic agencies. Overcoming difficulties in the
joint exercise Denmark developed its own guidelindsit continues to work with other donorso
develop common guidelines and implement joint capacity assessments, in line with the commitments
of the Pais Declaration. Danish efforts to progress its agenda on capacity development have been
beneficial for other donors. Denmark is invited to continue to brotideapproach to other donors in
line with the DAC good practice pap€OECD, 2006c) and to workwith them to address the
challengeof translating the approach to capacity development into the programvities, strondink
with governance and institutional suppantdoing so, it will need to ensutlee strong involvement of
partner countries.

Box 11. A methodology to support capacity development

The framework and the methodology developed by Danida both emphasise the importance of external and
internal factors, and adopt a broad institutional approach to the analysis of capacity and capacity development in
organisations. The analytical framework is based on four key propositions: i) organisations are seen as open
systems with an fii nsiodganisatiana dnalysia shéuldl untlwlé kbt dormaliand)informal
aspects;ii)capacity devel opment support can be classifie-d
strategieso), and either predomi nant | yrecipienh commitment and
capacity to change is essential for success of capacity development support. The analytical framework therefore
suggested that capacity development support can be given in four major ways, depending of its focus (factors
internal or external to the organisation in question) and on its approach (capacity problems regarded as
functionally or politically rooted; see Table 2).

The framework then identifies key factors for successful capacity development support: competitive
pressure and performance demands on the organisation; the possible gaps between the formal and the informal
organisation; the actual incentive structures functioning in the organization; the scope of required change; the
commitment of stakeholders to the change process; the availability of sufficient recipient capacity to manage and
lead capacity development; the balance between pull and push elements in the support for CD; the options for
producing some quick, visible results to deepen commitments; and the timing and process of intervention and
support.

Supporting capacity development in practice

The 2003 review ofhe existing Danish support to capacity buildiipFA, 2003b)found that
while capacity development was referreda® a key objective in Danish public sector support
programmes, the concept ofpeity development and the way to operationalise it remained unclear.
In particular:i) Danish interventions had generally weak analytical underpinningsieiitapacity
development support was strongly focused on the technical, functional aspectanfabigazs (skills
development, general management training, structures, procedures and mandates) while there was
minor attention to the external context and political issuedaiifets, outputs and indicators were
generally not specified and only toimited degree linked to specified output/outcome changes of the
recipient organisation; iv) consensus with partners on how to evaluate the results of the capacity
development support was rarely established prior to implementation.
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Denmark isdetermined tat capacity developmershould informall programmesin order to help
translae its theoretical approach into implementation in the field, Danida drew on all the lessons
learned through the above process to issgaidance notdMFA, 2006i) Its objectiveis to provide
staff at embassies and headquarters with a simple assessment tool for the planning and preparation of
capacity development interventions in programmes and projects supported by Denmark.

The note insists on the nekxconducta thorough instutional capacity analysis before preparing
a new programmelt proposes a methodology with a stepstep approach, corresponding to the
identification, formulation and appraisal phases of a project. The focus should be on individual
organisationghat are part of Danisksupported programmes, with a specific assessment for each
organisation supported. Th@pactof capacity development support should be measured against the
outputs delivered by each organisation, and benchmarks and targets shouldrimddesichanges in
these outputs. Both internal and external factors will be considered when analysing organisational
change. I n addition, bot h Apoliticalo factors
Afunctatinahal 06 f ac tasdatss, must becctnsidered. A feageawbrk far analysing
factors was designed as below (Tabje

Table 2. Four options for organisational change

Functional-rational dimension Political dimension

Internal Getting the job done: focuses on changes in Addressing power relations: focuses on internal
dimension | task-and-work system within the organisation | changes in power and authority distribution and

Most donor interventions have been in this pursuit of different interests

category, which includes skill training, Interventions include hiring and promotions based
organisational restructuring, human resource on merit, building international coalitions for
development, etc change, introducing performance-based
payments, actively discouraging rent-seeking
External Creat i ng an fAenablfocasgs € Forcingchange ininternal power relations:
dimension | on how changes in external factors and focuses on how changes in external factors and
incentives will affect the task-and-work system | incentives will affect the dimension of power and
dimension of organisational capacity authority distribution, conflict and pursuit of

May include protecting certain functions different interests in the organisation

(e.g. internal revenue, customs, central banks) | Examples include the strengthening of civil

from political influence and poor working society organisations or of political accountability,
conditions, ensuring external audits, focusing building external coalitions for change and
on outputs strengtheni ng the medi ads wi

Source: MFA (2006i), Guidance note on Danish support for Capacity development, Ministry of Foreign Affairs, Copenhagen.

In 2006, anevaluationwas carried oubf the current stas of capacity development of six key
supported organisations irh8tan. It will feed irto the planning of the next phase of Danish support to
Bhutan, as is recommended by theidance notelt is al® the first stp in the evaluation of the
Bhutan country programme.

Challenges ahead
Adapting instrument® support capacity development
In addition to developing a new analytical approacimtorporatecapacity development into the

programmes, Denmark erds to make sure that its modalities effectively support capacity
development. The 2003 reviefMFA, 2003b)found that longterm international technical assistance
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featured as the most common input to capacity development in public sector supporttiotesyven
along with training courses and workshops, and provision of transport and office equipment.

Technicalco-operationhas decreaseldy 25% over the last five yearbut hasnow stabilised
After a high point of 271 equivalent weglears in D01, the nmber of Danida advise decreased to
208 in 2005Danida does ndtave a pool of technical advisginstead thewre recruited for a project,
each programme making the decisforLongterm advisors are processented and focus on
capacity development dninstitutionbuilding as the responsibility for planning and monitoring the
projects is gradually being transferred to the partner countries.-t8hortadvises can be hired to
work on a specifitaskrelating tothe preparation, implementation or evaioa of anactivity.

There is sopeto improve the vay technical assistance is used. Thigagicularlythe casesince
concern over financial contrdometimedeads Denmark t@bstain fromjoint technical assistance
arrangementand to keep part ots technical assistangartially independent frorthe government.
For instance, in th&lepal education sectoone out of the three technical assistants is still not fully
integrated in theninistry, and functions as a small separate office dedicatdeetmnagement of the
pooled fund. (AnnekE). In Ghana, there Babeen a reduction in &hish technical assistance and
co-ordination with other donorshas increasedbut there isstill room for improvementespecially
regarding tied technical support in tBeisiness to Businedogramme(B2B) and reliancgalbeit
reportedlytemporary on a project implementation uridr private sector development.

Denmark is revising itpolicy paperon technical assistande order to increase itsommitment
to capacity deelopment.The paper will includeperational guidance fataff who are designing and
implementingtechnical assistancét will build on lessons learnt from pint donor evaluation of
technical assistanéa Mozambique, Vietnam arttie Solomon Islandsandon a synthesis evaluation
of all evaluation®f technical assistance in 2006 prepared by the Evaluatidepartment.

Sustaining development through training is the primary gotileDanida Fellowship Centrdts
objective is toorganisecourses antraining for nationals and private institutions involvedanida
supportednterventionslin 2005,740 fellows from Asia, Africa and Central and South America were
trained in Denmark. Theentre is developintgilored approaclso asto be more demandriven and
resposive to needs. It isalso considering how to link training for counterparts with organisation
changei such assncouraginga promotion systerbased on meritlt has developed specific training
on organisational change managemeaittich isa crucialarea for capacity development, as illustrated
in Table2.

Linking capacity developmenmtith governancesupport

One challengefor Denmarkis to link sectorsupport to capacity development with support to
governance, which has farbeen concentitedat the organisational level hus,Denmark needs to
consider what it is doing at the institutional level when preparing a sector programme. This would
ensue close linkage and interactios betweenthe governance programme and activisésulating
organisational capacity change, includify instanceidentifying the key roles of national actors or
introducirg performancdased incentivesThis points to th needor better analysiofthei p ol i t i c al
economyo as part of thé hasishp@malytical framewb(Hadle 2Znk wilkbeo n i n
important that the new governance stratbging preparedlearly establisksthe link between these
different approaches.

28. In addition, every year Danida recruits a small number of bilateral junior advisers for sector
programmes in programme countries. The junior programme is expected to enhance the recruitment
bask in the long run.
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Depending ora countryé context, the focus of Danish supptwtcapacity deMepmenthas been
mainly on building government capacity (Ghana) or strengthening local civil society (Nepal). There is
a need t@nsure an appropriate balance betwbese two levels of suppart each context, based on
an analysis o$pecificsituatiors.

Denmar kdés support to private sector devel opment

The current government is givinigcreased attention to private sector developrasra way of
integrating poor countries into the workttonomy so as to reagconomic and social beiits.
Globalisationi Progress through Partnershjromotes the integration of poor countries, especially in
Africa, into the world economyln the last few yearsDenmarkhas drastically shifted itsaid
programme frorma focuson how the Danish businessnemunity participates in Danish development
assistance to building an environment conducive to private sector development that benefits and
provides opportunities for poor men and women. This new approach is in line with the recent DAC
policy guidance opromotingpro-poor growth

A new approach for supporting the private sector development

In 2004, Danida evaluedl its supportfor private sector development; thigas critical of the
previous approacfi.The evaluation specifically noted that it was diffidalttrack results. There was a
lack of attention to the macro and meso levels, which were likely to have most impact on poverty
reduction by creating a businesgendly environment. The projects focused on the transfer of
technology but not enough on ttransfer of competencies or capacity building. The evaluation also
noted that Denmar kb6s pr omo tadgsistance diefitb Darfiskfirmp and v at e
could lead to a supplied programme. The programme was asen asontroversiaby the Danida
Board, which wanted to ensure tlitatvas demandiriven by the developing country partners.

These various criticismsparkeddebate within the MFAculminatingwith a new strategy which
aims to have greater impact on poverty reductibaunched m 2005, Business,Growth and
Developmeni action programme for Danish support to private sector development in developing
countriesmakespoverty reductiorthe overriding goal. ie new programme intends to combine the
different Danish business instrumemsre effectivelyand to mainstream support for private sector
development within the Danish programmeaiins to be demandriven andgives much greater
attention to the promotion of a businddgendly environmentwith a special emphasis on the labour
dimension.It is now possiblefor Danidato work at macro, meso and micro levedsid tocreae
synergies between these levelsSuch complementary approaches are implemented in Ghana
(AnnexD). Other improvements include the streamlining of programmes tocobe effective and the
re-orientation of some programmaesth, in particular, the B2BProgrammereplacing the former
Private Sector DevelopmeRtogramme.

Danida now makes use séveral instrumenis its programme countries:
i.  The Business Sector DevelopmiéProgrammewhich is an engagement, along with other

donors, in sector approach® private sector development includiegulatory reforms, as in
Kenya

20. Ministry of Foreign Affairs, Danida (2004/6MetaEvaluation: Private and Business c3er
Development InterventionBanida, MFA, Copenhagen
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ii.  TheMixed CreditsProgramme whichensursthatDanish deliveries of capital equipment and
servicescr eat e jobs and strengthen the business
infrastructure®

iii. The B2B Rogramme which promotes local bainess development through |etegm
partnerships between Danish and local companies in programme countries andfScaith
with the objectiveof providing access to Danish knekow and technology.

iv.  Public Private Partnerships (PPRsWhichaim to enhance working and living conditions in
developing countries by establishing partnerships between Danish and local cempanie

v.  Technical assistangén particular tradeelated TA.

In addition, a stronger focus is placed on developing training opportunities, including vocational
education and fellowship programmes. Denmark also uses several indirecttmeapport private
sector development: debt relief, multilateral programmes, Danish Import Promotion Office, Export
Credit Fund, the Industrialisation Fund for Developing Countries, and theCantiption Action
Plan.

As mentioned above, the main partners in BiPs, Nked Credit and B2B Phgrammes are
established Danish and local companhag various other stakeholdgrarticipate as consultantsuch
as the Danish Federation of Small and Medium Industries. Danish companies are favoured in these
programmesdor reasons oadministrative efficiency and risk management.iff irevolvement is also
seenasagoosayof promoting Denmar ké6s mo dwhichemphasipes i v at ¢
wealth and job creation along with corporate social responsibility and environmestaihability.
According to a studyf Danish firms investing in developing countries, 25 out of 34 firms surveyed
have corporate social responsibility policies, with working conditions and environment as the two
main focal concern.

Improvements and cHéenges in the new strategy

The new strategy for private sector development has introdoga@vements to the appraisal
processNewCompany Guidelines: Suppdécilities in the B2B programmaere prepared by Danida
in 2006. They set out requirements fimcreased employment opportunities for women, improvements
in the working environment (health and safety)
responsibility. The federations andembassy staff help companies prepare projects to ensure
complance with the guideline®anish embassies are responsioiethe appraisal processd may
need further support frotmeadquarters in this respect.

There isgreater attention to resuitsthe private sector development activities than in the past but
the means to achieve thesults are not clear. The B2Bogramme and Business Sector Programme
have an array of targets to monitor. In B2B there are programme indicators, measures of corporate
social responsibility and environmental impact. In Gh&rsgmetargetsinclude outcomes though
most are programme inputs or outputs, and the introduction of targets and indicators is still a learning
process. Danish companies are expected to transfer competences along with technology, but

30. The Mixed CreditProgramme wasevaluated in 2002 (MFA, 2002b) and a new programme l|aathch
in 2003

31 Christian Friis BachFighting Hunger with Investment®resentation at conference on Social
Responsibility, Poverty and Hunger held at Danish Church Aid, Copenhagen 2006.

32 Danidg 2004 GhanaDenmark Partnership: Strategy for Development-dperation 20042008

Ministry of Foreign Affairs Copenhagen.
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establishinghe chain andransmission channels through which project activities are expected to lead
to economic growth and poverty reductiwould help improve the effectiveness of activitigss also

not clear that the programme gives attention to identifying the change agtdocal economy that
would drive reform processes.

Greater consideratioshould be given tohe balance between thdirect engagement with
companies and the support to build an environment conducive to private sector develgbitient
benefis the poor. Taken togetherDanish instruments deal with both direct technology transfer
between companies and the institutions and feslithat affect market outcomekhe business sector
development programme addresses the need to create a birsmelg environment, working
alongside other partners. Multilateral approaches also indirectly support the creation of business
friendly outcomes but there appear to be no specific mechanisms to link support for these multilateral
programmes with the bilateral pmagnmes. Justification of the bilateral project support component
rests primarily on the synergy with the business sector development programme and the added value
brought by the promotion of corporate social responsibility and training. However, the enaifitd
and greatest impact will be achieved from the broader programmes of business sector support.

Danida believes that Denmarkds small and medi
partner countries gain mutual benefits from the Mixed €l B2BProgrammes. The existing B2B
projects and other private sector activities bring useful knowledge into the sector discussions and have
good effects orcapacity building and learnidgy-doing. However, such instrumerfece challenges
in promotingeconomic growth and poverty reduction, innovation, and sustainability. In a country like
Ghana, there are relatively few projects ovewnalller the B2BProgrammeand, given the size of the
enterprises, the overall impact on employment generation, ecogoowith and poverty reduction is
guestionableThe impact of these activities must consequently rest on their demonstrationTdféect.

B2B Programme tends to focus on established businesses rather than the more risipg ssartthe
programme does not pgar to be aiming to promote innovatidBustainability of the partnership
arrangementsand reliance on projects involving Danish companée also questionablea point

raised in Ghana (AnneR). Only a fraction of partnerships are joint ventures andethin not last

long. Danish academics have also raised concerns about the impact offRiualte Partnerships and

the need to develop more rigorous methodologies for assessing their impact on service delivery,
poverty reduction and political participatid® Recent DAC guidance recommends thapribviding

direct support to firmsdonors should ensure thathey avoid distorting markets angromote
sustainable outcomes by focusing on the causes of market failures.

At the policy level,Denmark couldbuild further on itsBusiness Growth and Development
Action Plan and its approach to private sector development as a-cuttisg issue t@ncourage its
developing country partners to integrate private sector development into their national development
frameworls. At the programme leveDanida could focus moref its support on working to increase
poor peoplebs access to financial, ltsasibppout tto, | an
other programmedDani dads support ¢ o wladdressihgsconstrgints/facedtby g h
the domestic private sector, both formal and informal, and to increasing their capacity to respond to
new opportunities and expand business relationships with foreign invésporsistance, in Nepal,
Denmark could consat how it could extend itsngagement in the energy sectormore directly
supporting productive activitie#t. is also invited taconsider how to reacthe mostmarginalised and
poorest populatios through its private sectoioriented approachAn evaluaton of the Danish
approach to private sector development is currently being prepared and will provide input on how
private sector issues can be dealt with as a-@uitimg issue in the programme. This evaluation could

33. Workshop of the Copenhagen Business School in 2006 at http://www.unrisd.org.
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also be useful in assessing the ictpaf its approach in creating a conducive environment to private
sector development and exploring ways to strengthen it.

Future considerations

1 Denmarkis invited tocontinue to share with other dondts approach and findings on
capacity development arfidrther disseminate good practice

1 TheMFA is invited to strengthen the focus of its approach to private sector development on
promoting enabl i neg oemnv iganotorcbasidehsew td emiancé ther o
synergy between multilateral and bilateapproaches.

9 The Technical Advisory Service igvited to consider thehallengesin articulating the
results chain, achieving sustainability and treating the private sector asituss.
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Annex A

The 2003 DAC Peer Revievan d

Denmar kdés Achi

Key Issue Recommendations expressed Achievements since 2003
in 2003
Policy In order to maintain its position of Since 2003, the government has given a higher priority to
framework leadership in the development development policy, including active engagement by the
co-operation arena, Denmark is Prime Minister, appointment of a Minister for Development
encouraged to keep development Co-operation, and broader debate in parliament. Stronger
issues high on the government emphasis has been accorded to the Mi n i sahreal 6 s
political agenda and seek out new presentation to Parliamentofthegover nment 6 s
approaches to maintain and extend Danish development assistance, which reinforces political
broad involvement and support. ownership of the aid programme. The MFA also facilitates
field visits by MPs so they can engage with the technical
issues of aid delivery.
Public Danida leadership should continue to | Public information is of high priority for the MFA and
awareness seek out regular and structured benefits from an active involvement by the Minister. The

and support

opportunities to engage the Danish
public and institutions of civil society
in a dialogue on development
co-operation issues.

communication strategy 2003-06 focused on the MDGs
and successfully increased public knowledge of and
interest in development assistance. The NGOs have a
structured and open dialogue with the MFA, although they
are concerned by the 40% reduction in Danidad budget for
development education since 2001. Danida will need to
intensify efforts to combine innovative communication with
bringing more complex development issues and new aid
modalities to the public. It should pursue its efforts towards
more openness in relation to the media.

Co-ordination

The DAC welcomes Den-mark's

Denmark is actively promoting joint donor strategies to assess

with other efforts to form coalitions with donors performance of multilateral organisations and has conducted
donors to on issues concerning the innovative investigations in this area with other donors.
assess performance of multilateral Denmark actively participates in the MOPAN and, since 2003,
multilateral institutions. In the field the active in the Utstein group of likeminded countries co-ordinating their
entities multilateralism approach could be policy on UN development activities and the participation in
used to promote improved linkages the governing bodies of the IFIs. Denmark will go further in
between bilateral and multilateral initiating joint externalevaluati ons, as sugges
agencies. report on multilateral aid. At the field level, Denmark has been
able to develop effective links and build synergies between its
bilateral and multilateral channels.
Aid volume In the spirit of the Monterrey Danish aid volume has increased in real terms since 2003.
Consensus, the DAC encourages The government has made a commitment that Danish
Denmark to make every effort to development assistance will not fall below 0.8% of GNI.
maintain its current level of ODA Denmark is encouraged to continue this policy.
volume.
Geographic The DAC encourages Denmark to Dani sh aid is focused on 16
and sector pursue past efforts to avoid strongly concentrated on Africa and on LDCs, in line with
allocation geographic dispersion and to maintain | Denmar kds overarching objec

its strategic vision in allocating funds
to priority countries and sectors.

its new Africa policy. Danish aid is appropriately focused in
each country on a limited number of sectors, and its current
policy of not setting input targets enables Denmark to align
its programme to the partne
encouraged to further develop a strategic framework for
engagement in fragile states.
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Policy
coherence

As the leading advocate for
development issues within the Danish
system, Danida needs to play a
stronger leadership role among
Danish institutions in analysing and
promoting the developmental
coherence of policy decisions.

Development policy and development assistance are
integral parts of Danish foreign policy engagement. As
trade, security and development fall within the MF A @emit,
the MFA has made substantive achievements in promoting
coherence between these are
and organic approach is an asset but it faces challenges in
addressing the critical policy coherence issues on the
horizon, particularly when negotiating outside the remit of
the MFA. Denmark will need to consider how it will build on
its existing mechanisms to promote policy coherence with
devel opment beyond the MFADS

Aid untying to
LDCs

Denmark’'s announcement on untying
aid with respect to procurement in
other European Union member states
provides a solid basis for further
untying Danish ODA. Denmark now is
invited to revisit its approach to the
implementation of the OECD Untying
Recommendation and to fully comply
with it.

Denmark has untied all aid as of November 2006, and food
aid will be untied from 2008 onwards. In addition, since
2004, all procurement under the grant financed
development programme, including food aid, has been
untied with regard to other EU and European Economic
Area countries. Thus, Denmark has gone beyond the DAC
recommendation for aid untyi
Mixed Credit Programme is not in accordance with the
recommendation. Denmark should therefore reconsider

its exception to aid untying in light of the Paris Declaration
on aid effectiveness and the improved overall performance
of DAC members on effort sharing.

Sharing
experience

The DAC encourages Danida to
continue to periodically reassess and
summarise its extensive experience
S0 as to share it systematically with
the other members of the DAC and to
promote a common donor
understanding of issues and best
practice approaches.

Denmark plays a leading role within the donor community
in promoting good practice in a number of DAC areas of
importance, such as capacity development and
mainstreaming cross-cutting issues. The Annual
Performance Report, which since 2004 has summarised
the results and experiences of Danish development
assistance, is a tool to promote new ideas and initiatives
internally and externally. The more systematic monitoring
of Danish strategies will offer new opportunities for sharing
Danish experience and promoting best practice
approaches.

Decentralisa-
tion

Danida is encouraged to instigate
regular, organised and high level
tracking of its new system of
decentralised development
co-operation.

Denmark is invited to undertake an evaluation of the MF £
decentralisation exercise. In addition to the direct benefit

for Denmark, it will also allow other DAC members, and

new donors, to learn from the experience.

Results-based
management

Danida is encouraged to maintain
close collaboration with other DAC
members who are seeking to
implement similarly important systems
of results-based management (RBM).

Denmark participates actively in the DAC Working Party on
Aid Effectiveness and the Joint Venture on Managing for
Development Results. It has shared its Performance
Monitoring Framework system and Annual Performance
Report with partners, and participated in punctual exercises
on developing RBM systems. Denmark was inter alia on
the board developing the MfDR Sourcebook. Denmark has
also promoted a multilateral RBM system in fora like
MOPAN as well as through specific exercises like RBM
assessments of specific multilateral organisation (UNDP,
UNICEF). Denmark also has bilateral meetings with other
DAC members in which the Danish PFM and RBM systems
are discussed and experiences exchanged.
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OECD/DAC Standard Suite of Tables

Table B.1. Total financial flows

DAC PEER REVIEN OF DENMARK

USD million at current prices and exchange rates

Net disbursements

Denmark

1989-90  1994-95 2001 2002 2003 2004 2005
Total official flows 1018 1572 1630 1640 1789 2058 2 101
Official development assistance 1054 1534 1634 1643 1748 2037 2109
Bilateral 609 849 1035 1038 1032 1202 1 357
Multilateral 445 686 600 605 717 835 751
Other official flows - 36 38 -4 -3 41 21 -8
Bilateral -58 22 -4 -3 41 21 -8
Multilateral 22 16 - - - - -
Grants by NGOs 26 36 17 - - 58 81
Private flows at market terms - 60 -49 998 -63 106 518 33|
Bilateral:of which -60 -49 998 -63 106 518 33
Direct investment 84 4 998 - 63 106 518 33
Export credits -161 -54 - - - - -
Multilateral - - - - - - -
Total flows 984 1559 2 645 1577 1896 2634 2215
for reference:
ODA (at constant 2004 USD million) 1550 1840 2 407 2258 1960 2037 2076
ODA (as a % of GNI) 0.94 0.99 1.03 0.96 0.84 0.85 0.81
Total flows (as a % of GNB) 0.88 1.01 1.67 0.93 0.91 1.10 0.85
a. To countries eligible for ODA.
ODA net disbursements
At constant 2004 prices and exchange rates and as a share of (
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Table B.2. ODA by main categories

Disbursement:

Denmark Constant 2004 USD million Per cent share of gross disbursementg
Total DAC
2001 2002 2003 2004 200§ 2001 2002 2003 2004 2005 2005%
Gross Bilateral ODA 1595 1505 1315 1265 1400 64 64 62 60 65 79
Grants 1544 1401 1283 1192 1392| 62 60 61 57 65 71
Project and programme aid 891 859 809 831 789 36 37 38 40 37 15
Technical co-operation 204 128 124 112 113 8 5 6 5 5 18
Developmental food aid - - 1 0 0 - - 0 0 0 1
Humanitarian aid - - 13 10 221 - - 1 0 10 6
Action relating to debt 16 24 - - 50) 1 1 - - 2 22
Administrative costs 121 120 109 102 115 5 5 5 5 5 &
Other grants 312 270 227 137 107 13 12 11 7 5 6
Non-grant bilateral ODA 51 105 32 73 8 2 4 2 3 0 8
New development lending - - - - - - - - - 7
Debt rescheduling 29 67 4 20 - 1 3 0 1 - 1
Acquisition of equity and other 22 38 28 54 8| 1 2 1 3 0 0
Gross Multilateral ODA 883 831 803 835 740 36 36 38 40 35 21
UN agencies 411 330 337 348 288 17 14 16 17 13 5)
EC 129 150 164 179 193 5 6 8 9 9 8
World Bank group 95 88 86 100 95 4 4 4 5 4 4
Regional development banks (a) 52 87 64 50 51 2 4 3 2 2 2
Other multilateral 196 175 152 159 113 8 8 7 8 5 2
Total gross ODA 2478 2337 2118 2100 214 100 100 100 100 100 100
Repayments and debt cancellation -72 -79 -159 - 63 - 64] o )
Total net ODA 2407 2258 1960 2037 2076 Contributions to UN Agencies
(2004-05 Average)
For reference:
Associated financing (b) 44 29 14 33 44
Other UN UNDP
ODA to and channelled through NGOs 26% 25%
- In USD million 183 159 158 153 147
- In percentage of total net ODA 8 7 8 8 7
- Median DAC percentage of total net ODA 8 8 8 8 9
a Excluding EBRD. IFAD
b. ODA grants and loans in associated financing packages. 4% UNICEF
12%
ODA flows to multilateral agencies, 200 UTOF;)A
TUB o e e e UNHCR WFP
11% 12%
- ODenmark EDAC
[a)
(©] Contributions to Regional Developmen
2 Banks (2004-05 Average)
i; 107 W ot Other
= Banks
= 26%
o
o
I
% 5. . B
< AfDB
Q
° IDB Group Group
0 f AsDB
UN EC World Regional Other Group
agencies Bank group dev. banks multilateral 19%
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Table B.3. Bilateral ODA allocable by region and income group

Gross disbursements

Denmark

Constant 2004 USD million Per cent share Total DAC
2001 2002 2003 2004 2005 2001 2002 2003 2004 2005 2005%
Africa 676 570 542 540 622 55 51 56 55 55 35
Sub-Saharan Africa 630 545 496 510 580 51 49 52 52 52 31
North Africa 37 22 46 22 21 3 2 5 2 2 3
Asia 359 340 295 320 341 29 31 31 32 30 24
South and Central Asia 169 173 170 146 175 14 16 18 15 16 10
Far East 185 163 125 172 158 15 15 13 17 14 12

America 117 127 91 80 93 10 11 9 8 8 8
North and Central America 70 74 55 49 64 6 7 6 5 6 4
South America 46 53 36 32 29 4 5 4 3 3 3

Middle East 13 8 11 16 44 1 1 1 2 4 29

Oceania 0 0 0 0 - 0 0 0 0 - 1

Europe 59 64 22 31 22 5 6 2 3 2 4

Total bilateral allocable by region 1224 1108 960 987 1121 100 100 100 100 100 100

Least developed 596 514 510 499 569 50 48 55 52 54 23

Other low-income 311 280 229 236 239 26 26 25 25 23 20

Lower middle-income 236 221 153 177 210 20 20 16 19 20 58]

Upper middle-income 43 66 37 42 32 4 6 4 4 3 3

More advanced developing countrie - - - - - - - - - - -

Total bilateral allocable by income 1186 1081 929 954 1050 100 100 100 100 100 100

For reference:

Total bilateral 1595 1505 1315 1265 1400 100 100 100 100 100 100
of which: Unallocated by region 371 397 355 278 279 23 26 27 22 20 13
of which: Unallocated by income 409 424 386 311 350 26 28 29 25 25 18

Allocable gross bilateral ODA flows Allocable gross bilateral ODA flows
by region by income gro
3 Other el ®Oth o e
B Europe heq i i
O America O Lower middle-income
1400 ——— DOAsia 1400 —— O Other low-income
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1200 _ 1200
E 1000 E
2 @
8 800/ S 8004
3 3
& 600 S 600
E c
I &
B 400 2 400
o o
o o
200 200
0 0
1994 95 96 97 98 99 2000 0L 02 03 04 05 1994 95 96 97 98 99 2000 01 02 03 04 05

1. Each region includes regional amounts which cannot be allocated by sub-region. The sum of the sub-regional amounts may therefore fall shc

regional total.
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Table B.4. Main recipients of bilateral ODA

Gross disbursements, two-year avera

Denmark 1994-95 Memo: 1999-2000 Memo: 2004-05 Memo:
DAC DAC DAC
Current Constant Percent countries Current Constant Per cent countries' Current Constant Per cent countries’
USD million 2004 USD mn  share median USD million 2004 USD mn. share median USD million 2004 USD mn. share median

Tanzania 68 83 9 Tanzania 75 103 10 Tanzania 90 89 9

Egypt 59 68 8 Uganda 59 82 8 Viet Nam 73 72 7

Uganda 57 68 8 Mozambique 49 68 7 Mozambique 66 66 7

Zimbabwe 52 60 7 Egypt 41 57 5 Uganda 64 64 6

Mozambique 41 49 6 Viet Nam 40 56 5 Ghana 58 58 6

Top 5 recipients 276 328 38 38 Top 5 recipients 265 367 35 34 Top 5 recipients 352 349 35 43

Viet Nam 41 51 6 Bangladesh 38 52 5 Bangladesh 49 48 5

India 36 44 5 Ghana 38 52 5 Zambia 47 46 5

Bangladesh 33 40 5 Burkina Faso 30 41 4 Burkina Faso 41 40 4

Nicaragua 33 38 5 India 29 39 4 Nicaragua 37 37 4

Ghana 26 31 4 Malawi 27 37 4 Benin 34 34 3

Top 10 recipients 445 532 62 57 Top 10 recipients 425 587 56 53 Top 10 recipients 559 555 55 62

Nepal 25 31 4 Nicaragua 26 36 3 Nepal 31 31 3

Kenya 24 29 3 Zimbabwe 26 35 3 Kenya 30 29 3

Zambia 22 26 3 Zambia 24 34 3 Bolivia 27 27 3

South Africa 19 22 3 Nepal 24 34 3 Egypt 21 21 2

Thailand 17 21 2 Bolivia 21 29 3 South Africa 21 21 2

Top 15 recipients 552 660 7 67 Top 15 recipients 546 755 73 65 Top 15 recipients 690 684 68 72

Burkina Faso 17 21 2 South Africa 17 24 2 China 20 20 2

Angola 14 16 2 Thailand 17 22 2 Sri Lanka 19 19 2

Benin 10 12 1 Benin 14 20 2 Afghanistan 19 19 2

Bhutan 9 11 1 Malaysia 12 17 2 Indonesia 18 18 2

Namibia 9 11 1 Kenya 12 17 2 Bhutan 18 18 2

Top 20 recipients 612 731 85 75 Top 20 recipients 619 855 82 75 Top 20 recipients 784 778 78 78

Total (85 recipients) 718 857 100 Total (92 recipients) 753 1041 100 Total (90 recipients) 1011 1002 100

Unallocated 277 332 Unallocated 296 412 Unallocated 333 330

Total bilateral gross 995 1189 Total bilateral gross 1049 1453 Total bilateral gross 1344 1333
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Table B.5. Bilateral ODA by major purposes

at current prices and exchange rates

Commitments - Two-year averag

Denmark 1994-95 1999-2000 2004-05 2004-05

USD million Per cent [USD million Per cent|{USD million Per cent Total DAC

per cent
Social infrastructure & services 196 29 280 34 711 43 34
Education 32 5 42 5 122 7 8
of which: basic education 4 1 23 3 43 3 2
Health 61 9 66 8 117 7 4
of which: basic health 1 0 47 6 76 5 2
Population & reproductive health - - 2 0 12 1 8
Water supply & sanitation 22 3 100 12 212 13 5
Government & civil society 43 6 51 6 212 13 11
Other social infrastructure & services 38 6 19 2 35 2 4
Economic infrastructure & services 158 23 198 24 249 15 14
Transport & storage 61 9 154 19 166 10 5
Communications 33 5 2 0 6 0 1
Energy 57 8 42 5 59 4 5
Banking & financial services 4 1 0 0 0 0 1
Business & other services 2 0 1 0 19 1 1
Production sectors 73 11 127 16 267 16 6
Agriculture, forestry & fishing 46 7 122 15 177 11 S
Industry, mining & construction 26 4 2 0 90 6 2
Trade & tourism 2 0 2 0 - - 0
Other - - - - 0 0 0
Multisector 100 15 50 6 137 8 7
Commodity and programme aid 12 2 28 3 52 3 3
Action relating to debt 9 1 0 0 68 4 21
Humantarian aid 0 0 - - 10 1 8
Administrative costs of donors 66 10 78 10 67 4 5
Core support to NGOs 4 1 0 0 71 4 2
Refugees in donor countries 67 10 51 6 10 1 3
Total bilateral allocable 686 100 813 100 1643 100 100

For reference:

Total bilateral 765 51 858 59 1690 68 77
of which: Unallocated 79 5 45 3 48 2 2
Total multilateral 728 49 602 41 800 32 23
Total ODA 1493 100 1460 100 2491 100 100

Allocable bilateral ODA by major purposes, 2004-0!

Social infrastructure & services
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Commodity and programme aid

Other
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Table B.6. Comparative aid performance
Net disbursement:

Official development assistance Grant element Share of ODA to LDCs

of ODA multilateral aid Bilateral and through

99-2000 to 04-05 | (commitments) multilateral agencies

2005 Ave. annual 2005 2005 2005
% change in % of ODA % of GNI

USD million % of GNI real terms % (a) (b) (c) (b) (c) | % of ODA % of GNI
Australia 1 680 0.25 1.9 100.0 13.8 0.03 24.9 0.06
Austria 1573 0.52 12.1 100.0 21.7 7.7 0.11 0.04 15.5 0.08
Belgium 1963 0.53 9.4 99.7 334 146 0.18 0.08 31.0 0.16
Canada 3756 0.34 6.6 100.0 24.6 0.08 27.9 0.09
Denmark 2109 0.81 -2.6 100.0 356 264 029 0.21 38.6 0.31
Finland 902 0.46 8.4 100.0 33.8 183 0.16 0.08 27.2 0.13
France 10 026 0.47 7.0 95.0 27.8 9.7 0.13 0.05 23.9 0.11
Germany 10 082 0.36 50 95.2 26.1 4.3 0.09 0.02 18.7 0.07
Greece 384 0.17 2.7 100.0 46.3 5.2 0.08 0.01 20.7 0.04
Ireland 719 0.42 12.9 100.0 329 174 0.14 0.07 50.7 0.21
Italy 5091 0.29 10.6 95.5 554 30.6 0.16 0.09 27.6 0.08
Japan 13 147 0.28 -1.9 87.5 20.8 0.06 17.7 0.05
Luxembourg 256 0.82 7.7 100.0 27.1 174 0.22 0.14 41.2 0.34
Netherlands 5115 0.82 0.4 100.0 28.0 196 0.23 0.16 32.4 0.27
New Zealand 274 0.27 4.4 100.0 18.2 0.05 25.5 0.07
Norway 2786 0.94 4.7 100.0 27.0 0.25 36.9 0.35
Portugal 377 0.21 12.0 96.7 42.1 8.3 0.09 0.02 55.6 0.12
Spain 3018 0.27 6.9 97.9 38.3 123 0.10 0.03 27.1 0.07
Sweden 3362 0.94 6.8 100.0 329 270 0.31 0.25 32.7 0.31
Switzerland 1767 0.44 5.7 100.0 20.8 0.09 22.9 0.10
United Kingdol 10 767 0.47 12.3 100.0 242 128 0.11 0.06 25.1 0.12
United States 27 622 0.22 17.2 100.0 8.5 0.02 20.6 0.05
Total DAC 106 777 0.33 7.2 97.1 23.1 144 0.08 0.05 24.0 0.08

Memo: Average country effort 0.47

Notes:
a. Excluding debt reorganisation.
b. Including EC.
c. Excluding EC.
Data not available.
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Graph B.1. Net ODA from DAC countries in 2005
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]0.94

Sweden:

Norway

10.94

Netherlands |

]10.82

Luxembourg i

]0.82

Denmark

]10.53

Belgium

Austria |

]0.52

France

1p.47

United Kingdom i

10.47

Finland |

] 0]46

Switzerland |

]0.44

Ireland

]0.42

Germany :

10.36

Canada |

]0.34

Italy
Japan i
Spain i
New Zealand |
Australia | ]0.25
United States | ]0.22
Portugal [ ]021
Greece ] 0.17

]0.27
]0.27

]0.29
]0.28

Average country
effort 0.47%

Total DAC |

]0.33

0.81

UN target

0.70%

0.0 0.1 0.2 0.3

0.4 0.5 0.6 0.7

USD billion

0.8 0.9 1.0

United States |

27.62 ]

Japan :

] 13.15

United Kingdom

]110.77

]10.08

Germany i

France

] 10.03

Netherlands [ ]5.11
taly []509
Canada [______1376
Sweden [______]3.36
Spain [____]3.02
Norway 7:] 2.79
Denmark [T 2.11
Belgium [___]1.96
Switzerland []1.77
Australia [_]1.68
Austria [___]1.57
Finland []0.90
Ireland []0.72
Greece []0.38
Portugal []0.38
New Zealand [] 0.27
Luxembourg [] 0.26

Total DAC |

106.7¢ ]

0

DAC PEER REVIEW OFDENMARK - O OECD 2007

10 12 14 16 18

20

22 24 26 28

75



DAC PEER REVIEW OF DENMARK

Annex C

Assessmenof Denmarkdés Humanitarian Aid

This annex assesses Denmar koés h Assessmert rameveork ai d
for Coverage of Humanitarian Action in DAC Peer Revief#ased on the Principles of Good
Humanitarian Donorship (GHD), it covers the following areashuthanitarian plicies and
principles; 2)policy coherence; 3)olume and distribution; 4rganisation and managementci)ss
cutting issues; and @)iture considerations.

Humanitarian assistancepolicies
The role and location of humanitarian aid in the ODA system

Humanitarian assistance is a high priorftyr the Danish ODA system, as seen in its policy
framework and levels of funding. Denmark is regarded as an effective, lean humanitarian aid donor
with an established reputation for its work in both crisis responsepalicy engagement. It is
regarded as one of the leading lights of the GHD initiative and plays an important part in international
policy debates.

The 1998International Development Achakes no specific mention of humanitarian assistance,
but nonetheles mandates the FA to undertake these activities. Humanitarian assistance is funded
from specific annuabudget linespublished under the Finance Act, and is managed byJRa&.
Activities include disaster preparedness, crisis response, core funding titateral agencies and
engagement with policy initiatives such as GHD.

Strategic approach

Denmar kéds humanitarian ai dach §he 2002 mlity statemeat c | e
Strategic Priorites for Humanitarian Assistanca@lentifies four themes sa strategic priorities:
1) humanitarian prciples and their advocacy; ®prking with a range of humanitarian actors with
different comparative advantages;Biality and efficiency; and 4revention and sustainability. The
policy statement remains rekawt in guiding the programme but Denmark should review the statement
and consider updating it in due course in the light of progress with the GHD initiative.

The Regions of Origin initiative is a strategic response by Denmark to the nemsoialinatel
focus onlasting solutionsto long-term refugee situations. Denmark has allocated DKXlion (c.
USD 178million) for the period 20040 2008 for this initiative.

Commitment to Good Humanitarian Donorship
D e n ma Striatégic Prioritiesfor HumanitarianAssistancere-datethe GHD initiative but are
consistent with its principles, which are prominently reflected within the policy statemez@03,

Denmark endorsed thérinciples and Good Practice of GHDand published a national
implementation plan for BD in 2005. It is strongly committed to GHBndas current cehairof the
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initiative is placing aparticular focus on ways tnplementGHD in the field The lessons from this
effort should be shared with other donors. It would also be valuable to ubeéatetional GHD
implementation plan and publish progress against the current plan.

Strong civil society support

Denmar kés aid programme i s notable for the st
society. Its humanitarian programme is no @tiom, and agood example of thisithe Humanitarian
Contact Group. This comprises Danish ministry officials and NGO representatives who meet on
thematic and crisispecific issues to share information and analysis. It also hasg@ling groups,
for example on civitmilitary relations.It is an informal, technical group that is perceived to have
influence within the NFA and be valuable to NGO and officials from otenistries. It would be
useful to publish terms of reference for the group and lessanseld from the way it functions.

Co-ordination within the system and with external partners
Within the Ministry of Foreign Affairs

Denmark has considerable experience working in fragile states and in linking relief to
rehabilitation and development, foraenple through its involvement in Afghanistan, Sudan, Sri Lanka
and Somaliawhile these are not programme countri@sizeable portfolio of projects exists in all of
them. There is an opportunity to bring more coherence and learn lessons by develppliny a
framework forworking in such contextghis would allowDenmarkto make more systematic use of
its comparative advantage of flexibility in applying different aid modalit@sordination between
humanitarian and developmebtanchesof the MFA is vital to bring lessons to other crises from
successful programmes such as in northern Uganda.

Disaster Risk Reduction (DRR) is acknowledged as a priority for the Humanitarian Department,
although funding levels remain low and there is no structured potioyework specifically for DRR.
However as DRR should primarily be a development actitfitgre is a neetb ensure that DRR
forms an importantplank of country strategiesn 2006 a review was initiated to extract lessons
learned by Denmark and interratal partners, and subsequently prepare guidelines, tools and activity
plans for the integration of DRR in Danish humanitarian and development assistance.

Within the Danish government

Co-operatiomacross government on humanitarissuess characteristiof the informal approach
of many working relationships in Danish aid. In the sphere of-miilitary co-operation Denmark is
actively engaged in developing operational modalities for -oiitary co-operationwhich culd
provide after making the neceary changesuseful lessons for other DAC donors, based on its
military involvement in both Afghanistan and Irag. For examgile MFA and Ministry of Defence
have agreed djoint concepd for security and reconstruction in crisis countriémsed on the
international guidelines on the use of Military and Civil Defence Assets in natural disasters (the Oslo
guidelines) and complex emergencies (the MCDA guidelines), and with NGO involvet#osvever
Denmark like other donorsneeds to continue to remain Nant about the ception of humanitarian
action to achieve political or military goalMFA needs to retain its lead position on humanitarian
assistance in order to ensure its neutrality and independeatiularly through ensuring practical
adherenceo the Osloand MCDA guidelines, to which the government is strongly committed. It also
needs to make further progress on implementing the recommendation of the Kosovo evaluation with
regard to its focus on solely national ciwiilitary planning, to the »elusion of other intarational
players such as the UN
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With international donor partners

Denmark is inat forefront ofjoint-working with other donors. It is a central player in the GHD
initiative, of which it iscurrent cechair, and has led working grps onharmonisingreporting. It is
part of the Nordic Plus network of donors, participating actively in joint evaluations with other donors,
such as the thematic evaluation of responses to IDP crises and the Tsunami Evaluation Coalition.

It is alsoat the forefront in applying principles of joint working to humanitarian action in its
efforts to develop jait strategies with other donorfr example its relationship withthe United
Nations High Commissioner for RefugedsNHCR), where Canada and the UKeaworking with
Denmark to develop a common strategy for support and engagement.

There is a significant risk of ovatretch given the small size of the Humanitarian Department. In
responding to crises as well as engaging on international policy issuesstlih reform of the
international humanitarian system, the staffing appears to limit what it could achieve, including for
example in influencing humanitarian agency reform and deliberatighs EU.

Aid volumes, Channels and Allocations
A leading donorin terms of modalities

According to UN data, Denmark was the ninth largest bilateral contributor to humanitarian action
i n 2006. Denmar ko6s own report i ngdmikoh enwZ)05,di s b u
equivalent to approximately 9% of its total ODAround 54% of Danish humanitarian assistance in
2004 was allocated to its top 15 recipients. Afghanistan, Sudan and Iraq received the largest shares,
collectively around 20% of all Danish humanitarian assisttmateyear

Denmark has traditionallplaced a significant emphasis on multilateral funding channels, with
core contributions and light earmarking. In 2085% of its humanitarian funding was spent through
unearmarked contributions through the UN system. Denmark is a leader in a number of &nading
partnership approaches which are consistent with GHD and which should be shared with other DAC
donors. For example, 25% of its humanitarian funding is mgahir through framework agreements
with major humanitari an a g erecipiened fundd)idddi@rig arousd De n n
25% of the entire humanitarian disbursements in 2005; Denmark is working with Canada and the UK
to develop a joint strategy for their relationship with UNHCR. Denmark already has low levels of
earmarking and is attempg to reduce this furtheDenmark also contributed DKEO million (c.
USD 8.7 million) to the Central Emergency Response Furiobin2006 and 2007.

Denmark has been among the donors working within the GHD initiative to harmonise donor
reporting requiremnts so asto reduce the burden on recipient agencies while maintaining
accountability. In 2005 it agreed to accept the UNHCR Global Report as sufficient for all reporting.

However we note that the new commitmdrdsed budget system appears to preseiieohas
to continuing some of these practices, particularly in terms of flexibility. While both the Humanitarian
Department and recipient agencies were confident that solutions would be found, it is important that
positive progress on GHD is not undermirgochanges to accounting systems.

78 DAC PEER REVIEW OFDENMARK - O OECD 2007






