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FOREWORD

his report describes the progress achieved to date in implementing the

commitments the development community made at the Rome High-level

Forum on Harmonisation in February 2003. It has been prepared as a
contribution to the second High-Level Forum on Aid Effectiveness held in Paris on
28 February 2 March 2005.

The report draws mainly, but not exclusively, from the results of the Survey on
Harmonisation and Alignment undertaken between May and September 2004 in
14 partner countries. It is representative of a broad cross-section of development
countries and activities. More than 30 donors took part in the survey — they
provided 88% of all aid flows in the 14 countries examined by the survey.
A grand total of 258 questionnaires were analysed and provide the substance of
this report.

The questionnaire was designed to capture evidence of progress in implementing
commitments made at the Rome High-level Forum on Harmonisation. Progress was
measured against the three principal dimensions of the Rome Agenda (see Figure 0.1).

For each of these dimensions, the OECD Development Assistance Committee (DAC)
Task Team on Harmonisation and Alignment has identified a limited set of indicators
— contained in the Rome Declaration — that are of strategic importance to the
enhancement of aid effectiveness (see Table 0.1).

FIGURE 0.1
I EE——
The Rome Agenda

1. OWNERSHIP
(Partner countries) Partners
set the agenda
2. ALIGNMENT Aligning Using
(Donor-partner) with partners' partners'
agenda systems
3. HARMONISATION Establishing  Simplifying Sharing
(Donor-donor) common procedures information
arrangements
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In order to capture progress in the areas
covered by the framework of indicators, a
three-part questionnaire was developed. Part 1
of the questionnaire was completed by part-
ners and donors jointly; it measures progress
in establishing the basic building blocks of
effective partnerships at the country level. Part 2
was completed by donors only; it measures
progress made by individual donors in imple-
menting the Rome agreements. Part 3 was
completed by partner country representatives
only; it captures government perspectives on
donor practices. Combining these different
perspectives on harmonisation and alignment

TABLE 0.1

Rome indicators of harmonisation
and alignment

OWNERSHIP

Indicator 1 Partners set their agenda

Indicator 2 Partners lead national
co-ordination processes

Indicator 3  Donors support capacity
development

ALIGNMENT

Indicator 4  Alignment with partners’
national development
strategies

Indicator 5  Budget support is aligned
with partners’ procedures

Indicator 6  Project support is delivered

through partners’ systems

HARMONISATION

Indicator 7  Conditionality is
streamlined

Indicator 8  Sector programmes are
supported

Indicator 9  Reliance on delegated

co-operation

Indicator 10 Donor field missions are
co-ordinated

Indicator 11 Diagnostic reviews are
streamlined

Indicator 12 Donors disclose information
on aid flows

Indicator 13 Donors share country
analytic work

has enhanced the objectivity of the survey. For
more information on the methodology and
questionnaire, please refer to Annex A.

While the main objective of the survey has
been to document progress (or lack thereof)
in implementing the Rome Agenda, other
important objectives were also achieved. First,
the survey was a way of communicating the
Rome Agenda to development stakeholders
at the country level; and addresses the hiatus
in communication between donor headquar-
ters and donor field staff. Second, the ques-
tionnaire was designed to stimulate dialogue at
the country level between donors and partner
countries on a number of important topics.
Third, the survey has served to mobilise and
galvanise efforts around a set of shared objec-
tives in a number of countries. In conclu-
sion, the survey has both measured — and
contributed to promoting - progress at the
country level.

Finally, some caution is required when inter-
preting the results presented in this report. This
stems mainly from the methodology used by
the survey.

First, it should be noted that the responses
provided are, to a certain degree, subjective. The
questionnaire did seek to measure objective
evidence of progress by providing specific guid-
ance for each question to help calibrate responses
in a consistent way (see Annex A). However, in a
number of cases responses have reflected the
level of satisfaction, or dissatisfaction, with a
process in a given country rather than an abso-
lute measure of progress. For example, respon-
dents have tended to give very positive responses
where there has been perception of swift prog-
ress; and conversely, have responded somewhat
negatively where progress has been less than
expected — e.g. government has established a
clear action plan but finalisation of the plan has
been difficult or slow.

Second, in Part 1 of the questionnaire donors
and partner countries were required to reach a
consensus on responses to be provided. In some
cases this has meant that the sharpness of the
responses was blunted by the need to reach a
consensus.

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005



ACKNOWLEDGEMENTS

his report is based on the work of the OECD-

DAC Task Team on Harmonisation & and

Alignment, chaired by Bo Westman (Sweden)
and Colin Bruce (World Bank). It was prepared
by Crown Agents (Ben Fetton) drawing from the
results of the DAC Survey on Harmonisation and
Alignment that was undertaken in 14 countries in-
between May and September 2004.

The Task Team is grateful to the governments of
these countries whose active support and contribu-
tions have made the survey a real success.

The Task Team would also like to communicate its
special thanks to the lead facilitators who managed
the survey in the 14 countries:

Fisseha Aberrha, Nisha Agrawal,

Victor Hugo Bacarreza, Elikana Balandyn,
Marcelo Barron Arce, Ferid Belhaj,

Bella Bird, Jorge Chediek, Daniel Contel,
Philip Courtnadge, Pedro Couto,

Dinara Djoldosheva, Duong Duc Ung,
Mauricio Gémez Lacayo, Mohamed Kabbaj,
Mitsuhiro Kagami, Peter Kerby,
Hailemicheal Kinfu, Mette Knudsen,
Connie Luff, Yakoubou Mamane Sani,
Joyce Mapunjo, José Luis Martinez-Prada,
Muhammad Mazid, Donal Murray,

Felix Mutati, Ohene Owasu Nyanin,
Robert Petri, Andrew Pope, Kees Rade,
Mukanbetov Sanjar, Kristin Seljeflot,
Thierno Seydo Niane, Tatiana Taborga,
Gertjan Tempelman, Vincent Turbat,
Paula Uliunaceva, S. Vandenbroeke,

and Chhieng Yanara.

In six African countries, the survey was conducted
in parallel with the Strategic Partnership with Africa
(SPA) Survey on Budget Support. In these coun-
tries, the SPA survey and the DAC survey adopted
common methodologies and a single process so as
to simplify its overall management. The Task Team
is particularly grateful for the support of the chairs
of the SPA Budget Support Working Group, Gilles
Hervio and Peter Dearden

The Task Team also acknowledges important
contributions by:

Kjerstin Andreasen, Stephanie Baile,

Mailan Chiche, Franco Conzato,

Deanna Gordon, Gilles Hervio, Paul Isenman,
Peter Kerby, Andrew Lawson, Soe Lin,
Virginia Manzitti, Mari Matsumoto,

Kiristin Seljeflot and Richard Young.

Kjerstin Andreasen provided administrative support.
This report was edited by Julie Harris and Audrey
Raabe and designed by Peggy Ford-Fyffe King.

The survey was prepared under the direction
of Simon Mizrahi, Administrator at the OECD
Directorate for Development Co-operation (DCD).

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005






TABLE OF CONTENTS

FOREWORD 3 LIST OF BOXES
ACKNOWLEDGEMENTS 5 Bangladesh
1. OVERVIEW Box 2.1 Bangladesh’s Aid Governance Initiative
OF THE SURVEY RESULTS 9  Cambodia
2. BANGLADESH 27 Box 4.1 Declaration' by the Royal Government
of Cambodia and Development Partners
3. BOLIVIA 35 on Harmonisation and Alignment —
4. CAMBODIA 43 2 December 2004
Box 4.2. Building government ownership
5. ETHIOPIA 53 in Cambodia — a case study from the PRSP
6. FlJI 63 Monitoring and Synthesis Project
7. KYRGYZ REPUBLIC 71 Ethiopia
Box 1.1 Moving towards harmonisation and
8. MOROCCO 73 alignment — the Ethiopian approach
9. MOZAMBIQUE 87 Box 1.6 The AMP in Ethiopia
10. NICARAGUA 97  Box5.1 How budget support donors made
disbursement decisions in 2004/2005
11. NIGER 107 .
Vietnam
12. SENEGAL 15 Box 1.2 Supporting ownership in Vietnam
13. TANZANIA 123 Tanzania
14. VIETNAM 133 Box 1.3 Effective use of the PRS process —
the Tanzania case
15. ZAMBIA 143
ACRONYMS 159 Mozambique
> Box 1.4 A joined-up approach to budget support —
ANNEX A 153 support — the Mozambique G15
Explanatory note Box 9.1 Main findings of the “PFM Assessment,
on the Questionnaire Mozambique 2004” (Scanteam, 2004)
ANNEX B 157 Nicaragua
Part 1 of the Questionnaire: Box 10.1 Recommended actions
Common Perspectives (Draft JCLA Report, November 2004)
ANNEX C 171 Zambia
Part 2 of the Questionnaire: Box 1.5 Health and education sector approaches
Donor Perspectives in Zambia
ANNEX D 183

29

44

45

12

23

56

14

17

18

91

98

21

Part 3 of the Questionnaire:
Government Perspectives

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005






OVERVIEW

ormeSURVEY RESULTS

The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

his chapter presents a summary of the results of the Survey on Harmonisation

and Alignment that was undertaken in 14 countries from May to September 2004.

It should not be read in isolation, but alongside the 14 country chapters.
The survey shows that partner countries and donors are working together to im-
prove co-ordination and aid effectiveness, but will need to further increase their
efforts to effectively implement the Rome Agenda. Furthermore, alignment will
remain an unfulfilled promise if donors do not take steps to clarify how they should
adapt their country programmes to reflect poverty-reduction strategies, and if they
do not do more to rely on country systems to deliver aid. Partner countries will also
need to be more assertive in exercising their leadership. In many cases, they will
also need to develop systems that are more transparent and accountable, which
would in turn encourage donors to more seriously consider relying on host country
procurement, audit and other systems. Finally, there is not enough evidence that
harmonisation initiatives have helped curb transaction costs. Indeed, over the short
term at least, they may have actually increased these costs.

I OWNERSHIP

In aid-dependent countries development programmes often take place in the context
of a partnership between partner countries and donors. While both partners and
donors have common development objectives, they are not accountable to the same
institutions. On one hand, partner countries have legitimate interests in exercising
autonomy of action: their governments should be accountable to their parliaments and
citizens. On the other hand, donors have legitimate concerns regarding good manage-
ment and the impact of the aid they provide in support of partners’ development
programmes; they are accountable to their own governments and parliaments. This
can create a tension between partner countries and donors.

One important way of strengthening ownership is for governments to demonstrate
genuine accountablility to their citizens and to expand the definition of “ownership”
to include not just government but civil society as well.

In the context of this survey, “ownership” is defined as the effective exercise of
partners” authority over their development programmes including when they rely,
entirely or partially, on external resources to implement them. Achieving this
requires a concerted effort on behalf of partners and donors to clarify and formalise
their respective roles and responsibilities within their partnership.
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For partners this means establishing authoritative
policies, policy tools and processes, including:

B A clear development policy and strategy
(e.g. a poverty-reduction strategy [PRS)).

B An operational budget and a medium-term
expenditure programme (e.g. a budget
and a medium-term expenditure frame-
work [MTEF)).

B A monitoring system that measures
progress towards the achievement
of policy objectives and results
(e.g. a performance assessment framework).
B A government-led process for co-ordinating
aid and moving towards harmonised and
aligned systems at the country and sector
levels (e.g. action plan on harmonisation
and alignment).

For donors this means aligning their programmes
on partners’ policies and building on their policy
tools, systems and processes to manage and co-
ordinate aid rather than creating parallel systems
that meet donor requirements only. It also means
that donors should provide support to help part-
ners build their own capacity to implement their
development policies.

While all of these features are critical to the
achievement of country ownership, and are
addressed under various headings in this
report, this chapter seeks more specifically to
answer three questions:

B Have partner countries established a clear
agenda on harmonisation?

L
TABLE 1.1
INDICATOR 1

Have country action plans on harmonisation
been completed?
YES! YES NO
Fiji Bolivia Bangladesh
Tanzania Cambodia Morocco
Vietnam Ethiopia Mozambique

Kyrgyz Republic Niger
Nicaragua Senegal
Zambia

B Has a formal government-led framework for
encouraging dialogue been established and
is the government firmly in the driving seat?

B Are capacity-development issues being ac-
tively addressed and are donors actively
supporting partner country efforts?

A CLEAR AGENDA ON HARMONISATION

Partner countries exercise effective ownership
not only by formulating clear development poli-
cies — in a PRS for example — but also by co-
ordinating development assistance. This means
that they are required to establish a govern-
ment policy on processes for managing aid and
communicating it to donors. In this connec-
tion, the Rome Declaration encouraged partner
countries to “design country-based action plans
for harmonisation ... that will set out clear and
monitorable proposals to harmonise develop-
ment assistance.”

The main objectives of action plans on harmon-
isation is to improve aid effectiveness by ratio-
nalising aid delivery, reducing the administrative
costs of managing multiple donor processes and
making sure that aid is provided in ways that
best support national development strategies and
priorities. In this respect the Ethiopian action
plan stated, for example, that:
The overall objective guiding the
preparation of this action plan is to
enhance aid effectiveness through aid
harmonisation and co-ordination, as a
fundamental component of achieving
poverty reduction and the Millennium
Development Goals in Ethiopia.
Both donors and the government agree
that a comprehensive harmonisation
programme is required.

The survey sought to assess progress accom-
plished by governments in establishing action
plans on harmonisation. According to the survey,
9 out of the 14 countries examined had
already completed action plans (see Table 1.1).
In the other five countries, action plans were
either under preparation or being finalised.
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While a small number of countries such as
Tanzania (see Chapter 13) had already engaged
in systematic processes for harmonising aid
delivery in the late 1990s, the main impetus for
developing action plans came from the Rome
High-level Forum in February 2003.

The brief lapse of time — about 12 months
— within which these action plans have been
developed suggest rapid progress. By the
same token, it also indicates that a powerful
momentum to develop new action plans is
building. This creates real opportunities as well
as risks.

On one hand, experience in the 14 countries
clearly shows that the elaboration of action
plans on harmonisation provides a useful
opportunity to engage in constructive dialogue
with a broad range of stakeholders at the
country level. Nicaragua has been a very good
example of this (see Chapter 10).

On the other hand, there is also a risk that action
plans are either donor driven or are only elab-
orated to comply with the Rome Declaration.
Both cases are more likely to achieve interna-
tionally acceptable documents than they are
likely to foster constructive (though often diffi-
cult and protracted) dialogue between partners
and donors.

Finally, the emergence of these action plans
poses an important question: how should they
be articulated with the PRSs?' In other words,
should they be standalone processes or inte-
gral parts of the PRS? An interesting answer is
provided by an independent evaluation of the
poverty-reduction strategy paper (PRSP) initia-
tive undertaken in 2004 by the World Bank’s
Operations Evaluation Department (OED). In
its final report, the OED recognises the need for
PRSs to better address process issues around
co-ordination of aid in support of the PRS. In
particular the report calls for “clearer partner-
ship frameworks around PRSPs, with account-
abilities for both countries and partners.”

One important conclusion is that there is a real
need to nest action plans on harmonisation
within the broader framework of the PRS as a
means of ensuring that policies on the way aid
is managed are not separated from policies on
development.

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE AND
CO-ORDINATION

Government-led frameworks for encouraging
dialogue and co-operation between govern-
ments and donors are an important feature of
most action plans on harmonisation. Ethiopia
(see Chapter 5) provides a good example of
how a well-established dialogue process might
be organised (Box 1.1).

The survey sought to measure progress in estab-
lishing government-led frameworks for donor
co-operation by asking governments and donors
to collectively answer two questions:

B s there a formalised process for overall co-
ordination and policy dialogue?

B Does government exercise an appropriate
level of leadership over the process?

Responses provided to the first question are
presented in Table 1.2.°

Only four countries were fully satisfied
that co-ordination processes were firmly
in place. In the other 10 countries, there were
significant reservations as to the operational
value of these frameworks.

Is there a formalised government-led
dialogue process?

YES! YES NO
Cambodia Bangladesh Morocco
Ethiopia Boliva Mozambique
Vietnam Fiji Niger
Zambia Kyrgyz Republic Senegal
Nicaragua
Tanzania

1. PRS is used here, and in the rest of the report, as a generic term that designates poverty-reduction strategies or

equivalent national development frameworks.

2. World Bank, Operations Evaluation Department (OED) (2004), The Poverty Reduction Strategy Initiative:

An Independent Evaluation, Washington, p. xiii.

3. Co-ordination at the sector level is discussed in the last section of this chapter (Indicator 8).

TABLE 1.2
INDICATOR 2
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Furthermore, in all 14 countries, there was
broad collective agreement (including among
government representatives) that government
leadership over the dialogue process left much
to be desired — except to some extent in
Bolivia and Ethiopia. This does not necessarily
mean that governments lack the willingness
to co-ordinate aid, but rather that many may
lack the resources to do it effectively. As one
government representative put it, “The prolifer-

BOX 1.1

Moving towards harmonisation and alignment
— the Ethiopian approach

The Ethiopian Consultative Group meeting in
December 2002 led to a striking level of
agreement between the government and do-
nors about the need for enhanced dialogue
structures. It was agreed that the PRSP offers
opportunities for both to work from a com-
mon platform, although with different obliga-
tions: the government will lead while donors
support. The PRSP presents the possibility for
each party to hold the other accountable for
meeting their obligations. The basic model for
Ethiopia comprises: () a high-level govern-
ment-donor forum (HLF); (ii) subsidiary joint
groups covering sectors and process; and
(iii) a permanent secretariat.

The HLF will be the key structure for enabling
mutual accountability and better policy dia-
logue, held via quarterly meetings and aiming
to take an overall view and to facilitate ongo-
ing government-donor dialogue with its agenda
structured around three sessions: PRSP imple-
mentation, harmonisation and policy discussion.
The permanent secretariat will:

m Undertake the logistics to support HLF
meetings.

B Ensure effective vertical communications
between HLF and subsidiary groups and
horizontal communications between
subsidiary groups.

m Provide a point of contact for information
on any aspect of the dialogue process
at any time.

m Continuously monitor the dialogue
process, addressing shortcomings on an
ongoing basis and provide a short report to
the forum each quarter.

ation of projects across the ministries and prov-
inces, as well as outside of the government,
makes it extremely difficult to take a strong
co-ordinated lead.”

It is worth noting that in addition to government-
led co-ordination mechanisms, donor-only co-
ordination mechanisms have also proved to
be effective in enhancing aid effectiveness in
a number of countries. These donor co-ordina-
tion groups seek to harmonise and rationalise
their activities in support of PRS processes by
agreeing on common positions on a range of
topics (conditionality, performance assessment
frameworks, etc.). To date, these donor groups
have been created particularly for budget sup-
port, but they’ve also sprung up in cases where
there are strong sector programmes.

CAPACITY DEVELOPMENT

Implementing the harmonisation and align-
ment agenda signifies that donors will be
placing increasing reliance on partner country
systems and procedures to manage and co-
ordinate development assistance. This requires
robust administrative systems at the country
level. In some countries, appropriate and effec-
tive systems are already in place. In others,
additional efforts are required to strengthen
capacity development.

Admittedly, any attempt to measure capacity
development in quantitative terms is fraught
with methodological and substantive difficul-
ties and must be considered with caution.
Capacity development is a cross-cutting issue
that covers a broad range of issues. The
approach adopted by the survey was to narrow
the focus to three areas that are of particular
relevance to the harmonisation and alignment
agenda. These are: (i) public financial manage-
ment; (77) budget formulation and execution;
and (iii) co-ordination of aid.

4 To simplify the presentation, these three areas have
been bundled into a single generic category in this
chapter. Please refer to the country chapters for
more detailed information.
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Are donors supporting capacity development?

Have weaknesses
been identified?

Bangladesh YES!
Bolivia YES
Cambodia YES!
Ethiopia YES
Fiji NO
Kyrgyz Republic YES!
Morocco YES!
Mozambique YES
Nicaragua YES!
Niger NO
Senegal YES!
Tanzania YES!
Vietnam YES!
Zambia YES!

The survey then proceeded in three steps.
Respondents were asked to:

B Identify strengths and weaknesses in
partners’ capacity.

B Assess efforts to build capacity where
weaknesses had been identified.

B Determine whether the level of support
for capacity development was appropriate.

Responses provided to these three questions in
all 14 countries are presented in Table 1.3 and
are analysed below.

Identifying strengths and weaknesses

Capacity weaknesses were clearly identi-
fied in 9 of the 14 countries. Weaknesses
have been identified in the areas of public finan-
cial management and budget processes (13 out
of 14 countries) and relatively less in the area
of aid co-ordination (10 out of 14 countries).
In this connection, diagnostic reviews, such as
public expenditure reviews (PERs), provide one
of the main sources of information on strengths
and weaknesses in public administrations.

Are weaknesses Is the level of donor

being addressed? support appropriate?
YES! YES!
YES NO
YES! YES
YES! NO
NO NO!
YES! YES!
YES NO!
YES NO
YES NO
NO YES
NO NO!
YES! YES!
YES! YES
YES NO

It is widely acknowledged that the value of these
diagnostic reviews is considerably enhanced
when partner countries are fully involved
and have ownership of these reviews. In this
regard, the survey shows that many diagnostic
reviews are conducted in ways that do not fully
associate partner countries in the various stages
of the review—planning, conducting, quality
assurance and review. Thus, there appears to be
considerable scope for improving partners’
ownership over the process and conclusions.
A good example of this is in Tanzania where
the government and donors have redefined the
traditional PER from a study that primarily ful-
fils fiduciary requirements to one that is part of
the government’s work plan and informs the
annual budgetary decision-making cycle. In
this model, donors carry out a supportive role
under the government’s leadership.

TABLE 1.3
INDICATOR 3

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005
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Addressing weaknesses, building capacity

On a more positive note, the survey shows that
in the 11 countries where weaknesses had
been identified, work was underway to build
capacity. However, three countries (Fiji, Niger
and Senegal) indicated that insufficient attention
had been devoted to developing capacity.

In Fiji, the main problem is that capacity-
building needs have been insufficiently iden-
tified. Various capacity development activities
are taking place but have not been articulated in
a comprehensive manner with clear objectives
and prioritisation (see Chapter 6). In this respect,
neither the government’s action plan on
harmonisation nor its strategic development
plan detail capacity-development requirements.
Both donors and the government agree that
current levels of capacity building are unlikely
to meet the government’s needs.

In Niger the problem is similar; too many
capacity-development programmes are set in
the context of donors’ individual programmes
and are not sufficiently articulated to compre-
hensive government-led capacity-development
programmes (see Chapter 11). In order to

BOX 1.2

Supporting ownership in Vietnam

The Japan International Cooperation Agency
(JICA) has been providing technical support
for Vietnam'’s tax reform since the mid-1990s.
In this context, JICA took a number of steps to
support ownership. Firstly, at the request of
the Vietnamese authorities, the area of co-
operation between Japan and Vietham was
narrowed down — to focus on the introduc-
tion of personal income tax. Secondly, in
order to help the government make an in-
formed decision on appropriate choices for
Vietnam, the Japanese experts, rather than
proposing blueprints, presented the govern-
ment with alternative personal income tax
models based on viable examples drawn
from other Asian countries.

address this challenge, an initiative known as a
public expenditure management and financial
accountability assessment review (PEMFAR),
to be conducted by the government, the Euro-
pean Commission and the World Bank, will
serve as a basis for strengthening Niger’s public
finance systems.

In Senegal, capacity-development needs have
been recognised in each of the three areas ex-
amined by the survey and diagnostic tools have
been deployed to help identify specific bottle-
necks (see Chapter 12). However, the survey
clearly suggests that the process is moving
slowly, partly due to the scale of the reforms
needed and also, according to the government,
due to the extensive administrative procedures
donors have to go through before mobilising
resources. It is expected that once operational,
the Senegalese Joint Committee on Harmonisa-
tion should boost the reform process.

Level of donor support for partners’
capacity-development efforts

The existing level of support for capacity
building was considered to be fully appropriate
in three countries (Bangladesh, Kyrgyz Republic
and Tanzania) and insufficient in three other
countries (Fiji, Morocco and Senegal).

While the questionnaire asked respondents to
express their views on the volume of donor
support, in practice it is difficult to separate
the question of how much support is provided
from the question of how it is provided. The
role of donors is to facilitate rather than direct
the process of turning broad goals and strat-
egies into an actionable plan to strengthen
capacity development. Thus, donors need to
recognise that they have little ability to create
incentives for capacity development where
they do not already exist. Striking the balance
between respecting partners’ capacity-devel-
opment efforts and creating additional incen-
tives is both difficult and essential to achieving
genuine impact. Box 1.2 provides an inter-
esting example of how capacity development
was built upon in Vietnam.
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Are PRSs in place and are they operational?

Has government
completed a PRS?

Bangladesh NO
Bolivia YES!
Cambodia YES!
Ethiopia YES!
Fiji YES
Kyrgyz Republic YES!
Morocco YES
Mozambique YES!
Nicaragua YES!
Niger YES!
Senegal YES!
Tanzania YES!
Vietnam YES!
Zambia YES!

I ALIGNMENT

Alignment is the commitment made by donors
to base development assistance on partner coun-
tries’ national strategies, institutions and processes.
For the purpose of this survey, three criteria were
used to assess the degree of alignment in each of
the 14 countries:

B Do donors use partners’ national develop-
ment strategies as the framework of reference
for programming country assistance?

B [s budget support aligned with partners’
budget cycles and provided in a
predictable way?

B Is project support delivered using
partners’ systems and procedures?

RELIANCE ON PARTNERS” NATIONAL
DEVELOPMENT STRATEGIES

An overarching principle of the harmonisation
and alignment agenda is that donors should
support country-owned poverty-reduction strate-
gies — or an equivalent national development
plan — and base their programming on the needs
and priorities identified in these. In practice,

Is it operational? Is there an annual progress

review of the PRS?

NO NO
YES YES
YES YES
YES! YES!
YES YES
YES! YES!
YES YES
YES YES
YES YES
YES YES
NO YES
YES YES
YES! YES!
YES YES

this means two things: () that PRSs are in place
and are operational; and (7)) that donors are
aligning their support with these PRSs.

Are PRSs in place and are they operational?

The donors’ ability to effectively align with a
country’s strategies will depend to a large extent
on the operational value of the PRS. This has been
assessed in the survey by posing three questions:

B Has the government completed a PRS?
B Is it an operational policy tool?

B Is there a national process for reviewing
the progress of the PRS on an annual basis?

Responses to these questions are presented in
Table 1.4. The main finding is that PRSs are
currently in place in nearly all of the 14 coun-
tries, but are of qualified operational value.

Bangladesh was the only country in the survey
where government and donors agreed, with
reservations, that a PRS had not yet been
completed (see Chapter 2). It should be noted,
however, that in the case of Bangladesh an
interim PRS was released in 2003 and a full PRS
is under development and was expected to be
completed by the end of 2004.

TABLE 1.4
INDICATOR 4
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FIGURE 1.1
INDICATOR 4

Do donors rely on the PRS to programme
their country assistance?

100 YES (100%)

90
80
70
60
50
40
30
20

10
NO (0%)

© YES! YES NO NO!

In 11 countries there was an unqualified agree-
ment that the PRS had been completed (this
includes interim PRSs). What does this mean?
In most cases, this means that documents of
acceptable quality had been completed regard-
less of whether or not they were considered
to be good operational policy tools. In fact,
most countries had serious reservations about
the operational quality of the PRSs. In only
three countries (Ethiopia, Kyrgyz Republic and
Vietnam) was there an agreement that the PRS
had clear action-oriented priorities supported
by clear quantitative and qualitative targets.

Where indicators were included in the PRS or
the PRS performance assessment framework,
a serious problem has been the attempt
(often nurtured by donors) to track an
unreasonable number of indicators for
which data were not available. Another
problem highlighted by the survey is insuffi-
cient prioritisation and costing of programmes
in the PRS. In this connection, the OED notes
in its review of 25 PRSs that “In almost all
PRSs, the assumptions underlying the costing
are not discussed, nor is any attempt made to
relate the cost of activities in achieving desired
outcomes.”

One reason for this is that the PRS is often not
based on sound analytical foundations, partic-
ularly in the area of macroeconomic analysis.
This is often due to the weakness and lack
of institutional capacity in partner countries’
statistical systems.

As a result, in most countries (with the exception
of Ethiopia, Kyrgyz Republic and Tanzania),
the PRSs do not provide a strong basis for
performance assessment; nor are they sup-
ported by robust annual progress reviews
(APRs) that provide clear guidance on how
to reorient PRS strategies.

Alignment of donor support

One of the most interesting findings of this
survey is that donors have clearly inter-
nalised the principle of aligning their
programming on the needs and priori-
ties identified in the PRSs. Three-quarters
of all the donors consulted reported that they
relied exclusively on the PRS to programme
their country assistance and only a fifth chose
to express reservations (see Figure 1.1). This is
the case, for example, when donors disagree
with specific items of partner country policies
(e.g. government’s resettlement policies).

However, this finding should be tempered.
There is little evidence that donors have
adapted their programmes in support of
PRS priorities. There are a number of reasons
for this. First, the scope of PRSs are typically very
broad and do not create many constraints for
most donors. Second, the weakness of the annual
PRS monitoring mechanisms means that govern-
ments do not have the policy tools that could
help them improve or adjust their development
policies. As a result, PRSs sometimes become
inert policy documents. Third, donors have not
specifically defined how they should change the
contents of their country programmes to reflect
PRSs and inflections in the PRS.

While this is generally the case, there are a few
notable exceptions. Ethiopia and Tanzania of-
fer good examples of effective government-do-
nor dialogue and processes in support of the
PRS (see Box 1.3).
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Effective use of the PRS process — the Tanzania case BOX 1.3

The government of Tanzania developed its full PRS in 2002 and most development assistance has
since been focused on implementing it. A number of donors have allocated a substantial propor-
tion of their aid envelopes in the form of budget support based on the PRS. A joint health sector
programme review and a joint review of the PRS were completed in November 2002.

The PRS includes targets and indicators, which inform all programming decisions that are aligned
with PRS priorities. Eleven bilateral agencies along with the African Development Bank, the Eu-
ropean Commission and the World Bank have allocated a substantial proportion of their official
development assistance (ODA) to Tanzania in the form of budget support for the PRS. The group
has adopted a common performance assessment framework with which focuses on results, im-
proved public expenditure management and capacity building.

The harmonisation agenda is well established in Tanzania, and the support provided to the
PRS by many donors through budget support has helped to drive it forward. Efforts are focus-
ing on strengthening the link between the PRS and the government budget (through strength-
ening the link between the PER and the PRS annual reviews), coming to an agreement
on a common performance assessment framework, establishing sector working groups
in priority sectors and linking the country/portfolio annual review processes to existing

in-country review processes.

BUDGET SUPPORT IS ALIGNED
WITH PARTNERS’ PROCEDURES

Budget support is provided in all 14 countries
and is often viewed by partner governments
as a motion of confidence in support of the
country’s development policies and processes.
When budget support is provided, it is very
important that it be delivered in accordance
with partners’ budget procedures and over
a timeframe that is consistent with partners’
financial planning horizon. Three criteria were
used to assess this:

B Donors make multi-annual funding

commitments.

B Donors provide timely commitments.

B Donors make timely disbursements.

Responses to these questions are presented
in Table 1.5. The survey shows that 60%
of donors provide multi-annual commit-
ments and provide timely commitments;
67% disburse budget support on schedule.
More detailed information on budget support is
also available in the 2004 Strategic Partnership
with Africa (SPA) Budget Support Survey under-
taken in 18 African countries.
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Multi-annual funding commitments

As they allow partners to plan their medium-term
macroeconomic and fiscal projections, multi-
annual funding commitments are very important.
Table 1.5 shows that a significant proportion of
donors reported making multi-annual funding
commitments. In the case of bilateral donors, this
is often subject to annual parliamentary approval.
Several respondents noted that partner countries
were not always able to realise the full benefit
of multi-annual commitments because effective
medium-term expenditure frameworks were not
always in place.

Timely commitments

Budget support donors were also asked
whether commitments made in 2003 on budget
support took place at a time that allowed
partner governments to take them into account
in their budget preparation. A large majority
of donors responded positively (Morocco and
Senegal scored less well on this account). Only
a minority of donors responded negatively —
usually smaller donors whose budget support
procedures are in the early stages of development.
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TABLE 1.5
INDICATOR 5

BOX 1.4

Is budget support predictable and aligned?

Donors making
multi-annual commitments

% (number)

Bangladesh 40% (2)
Bolivia 42% (5)
Cambodia 50% (3)
Ethiopia 69% 9)
Fiji 100% (4)
Kyrgyz Republic 60% 3)
Morocco 67% (2)
Mozambique 79% (11)
Nicaragua 46% (6)
Niger 71% (5)
Senegal 50% (3)
Tanzania 93% (13)
Vietnam 58% (7)
Zambia 20% (1)
AVERAGE 60% (5.3)

A joined-up approach to budget support —
the Mozambique G15

Budget support had a pioneering role in the
establishment of a joint donor group (since
1997) and of a joint dialogue mechanism.
Considerable progress has been made in the
last year with the alignment of donors who
provide budget support to government sys-
tems, and also in harmonisation amongst
these donors. This culminated in the signing
of a memorandum of understanding be-
tween the government and the budget sup-
port donors in April 2004. The 15 donors
who provide budgetary support (13 bilateral
donors, the European Commission and the
World Bank) have formed a common group
(known as the G15) and in 2004 they un-
dertook a joint review of performance. The
G15 use the government’s annual evalua-
tion document to report on PRSP imple-
mentation and have agreed to a common
performance-assessment framework with
the government to measure performance.

Donors making timely
commitments

Donors making timely
disbursements

% (number) % (number)
75% (3) 100% (4)
36% (4) 83% (10)
50% (2) 20% (1)
78% (7) 100% (8)
67% (2) 100% (2)
80% (4) 80% (4)
50% (2) 75% (3)
54% (7) 33% (1)
67% (6) 75% (6)
57% (4) 50% (1)
25% (1 50% (2)
93% (13) 93% (13)
57% (4) 57% (4)
50% (2) 50% (1)
60% (4.4) 69 % (4.3)

Timely disbursements

An important criterion for the quality of budget
support is whether funds are disbursed on
donors’ schedule. Late disbursal of programme
support is a source of unpredictability and under-
mines the PRS process. The survey reveals that
in most cases donors have delivered on
schedule. The main reason for making late
disbursements is government failure to
meet policy-related conditions. Other reasons
include failure to meet process requirements
(e.g. administrative problems).

While late disbursements are not common, the
implications can be quite serious. One govern-
ment, for example, reported significant prob-
lems due to back-loading of donor disburse-
ments in the fourth quarter of 2003, causing
problems for government monetary policy and
attempts to control inflation.
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Other important issues

Finally, it is important to note that alignment of
budget support goes well beyond the chal-
lenge of synchronising calendars of commit-
ments and disbursement. One way of optimising
alignment of budget support is to establish
common arrangements such as in Mozambique
(Box 1.4).

PROJECT SUPPORT

One of the cornerstones of the Rome Agenda is
that development assistance should be provided
in ways that build partners’ sustainable capacity
to develop, implement and account for these
policies to their citizens and legislature.> This
means increased reliance on partners systems
and procedures to manage aid.

Reliance on partner country systems is most
relevant when donors provide project or sector
support. In most cases, funds released directly
into partners’ budgets are automatically managed
in accordance with national procedures and
systems. The survey asked donors and partner
countries to indicate the share of the total
number of projects that was managed according
to national procedures in the following areas:

B Public procurement.
B Disbursement and accounting.

B Reporting arrangements
(financial and non-financial).

B Project and programme monitoring
and evaluation (M&E) systems.

B Audit arrangements.

Responses to the survey are presented in Figure 1.2).
On average only about 30% of the portfolio
of projects is managed according to national
procedures. Results range from 28% for
auditing to 34% in the case of procurement.
Interestingly, no single donor reported using
national systems in all five categories indicated
above. In most countries, a significant number
of donors reported that they do not use country
systems for any of their projects.

Use of partner country systems FIGURE 1.2

INDICATOR 6
Procurement
Disbursement
Reporting
Monitoring and
Evaluation
Audit

0 10 20 30 40
Use of country procurement systems FIGURE 1.3
INDICATOR 6

Kyrgrz Republic

1%
Cambodia - 129
Vietnam - 18%
Ethiopia - 21%
Bolivia - 21%
Senegal - 25%
Fiji B 30%
Zambia _ 31%
Mozambique _ 37%
Bangladesh _ 38%
Nicaragua _ 38%
Tanzania _ 53%
Niger [ 64%
Morocco [ 70%

0% 25% 50% 75%

Figure 1.3 shows that there are very signifi-
cant disparities between the 14 countries
on the use of partner country procurement
systems.

It is clear from these numbers that there is a
need to strengthen country systems so that
donor countries can make more use of them. It
is also the responsibility of donors to recognise
the need for capacity building in partner coun-
tries and to ensure that their procedures do not
undermine partner country efforts to build
transparent, accountable systems.

5. The Rome Declaration invited partners to “undertake the necessary reforms to enable progressive reliance by

donors on their systems and procedures”.
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I HARMONISATION

Harmonisation is the commitment by donors
to rationalise their multiple (and often unco-
ordinated) activities in ways that maximise the
collective efficacy of aid under country owner-
ship. In this regard, the survey sought answers
to the following questions:

B Are efforts being made to streamline condi-
tionality and diagnostic reviews?

B Are donors rationalising their activities by
relying on other donors to perform specific
tasks (delegated co-operation)?

B Are field missions being co-ordinated?

B Are donors disclosing information on aid
flows and sharing country analytic work?

STREAMLINING CONDITIONALITY

One of the good practices endorsed at the
Rome High-level Forum on Harmonisation is
that donors should establish a single frame-
work that streamlines donors’ conditionality.
The purpose of this framework is to clarify the

conditions and the circumstances under which
donors might suspend or adjust the volume of
development assistance they provide. The poten-
tial benefits of this are numerous: improving
transparency of donor activities, increasing
predictability of aid and enhancing a govern-
ment’s ability to plan development assistance.
It also helps donors avoid presenting a govern-
ment with an excessive number of potentially
conflicting conditions.

The survey clearly shows that there is
little evidence that donors are stream-
lining conditionality (see Table 1.6). The
only unqualified examples of donors stream-
lining conditionality were mainly in the context
of budget support (Bolivia, Cambodia and
Mozambique) and two cases at the sector level
in Zambia (See Box 1.5).

Where conditionality has been streamlined, the
process is often linked to its development and
rationalisation, in the context of the PRS process
and performance-assessment frameworks. APRs
also offer real opportunities for establishing
conditionality frameworks (e.g. Tanzania).

TABLE 1.6
INDICATOR 7

Where is conditionality streamlined?

Budget
support
Health

Bangladesh YES YES
Bolivia YES! NO
Cambodia YES! NO!
Ethiopia NO NO
Fiji NO! NO!
Kyrgyz Republic NO! NO!
Morocco NO! NO!
Mozambique YES! YES
Nicaragua NO NO
Niger NO NO
Senegal NO! NO!
Tanzania NO NO!
Vietnam YES NO
Zambia NO! YES!

Sector level
Education Water Transport Rlural
evelopment

YES NO! NO! NO!
YES YES YES NO
NO! NO! NO! NO!
NO NO NO NO!
NO! NO! NO! NO!
NO! NO! NO! NO!
NO! NO! NO! NO!
YES NO YES YES
NO NO NO NO
NO NO NO NO
NO! NO! NO! NO!
NO NO! NO! NO!
NO YES NO NO
YES! NO! NO! NO!
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DELEGATED CO-OPERATION

Delegated co-operation occurs when one
donor (a lead donor) acts with authority on
behalf of one or more other donors (the dele-
gating donor). The Rome Declaration encour-
aged donors to intensify their efforts to work
through delegated co-operation at the country
level as a means of reducing transaction costs
and enhancing aid effectiveness through
greater use of the comparative advantages of
individual donors. The level and form of dele-
gation might vary considerably, ranging from
responsibility for one element of the project
cycle to a complete sector programme or even
a country programme.

The survey reveals that there are few exam-
ples of delegated co-operation (see Figure
1.4). Only 42% of donors across 14 countries
reported that they were delegating co-operation.

Such arrangements are most common in the
context of common donor groups, for example
the Like-Minded Donor Group in Vietnam
where members take lead responsibility for dif-
ferent tasks. The Department for International
Development (DFID) is the lead agency for
public sector financial reform and Switzerland
is the lead agency for public administration re-
form. In many countries, the United Nations
(UN) leads in several programme areas, with
activities financed through pooled-funding
mechanisms.

DONOR FIELD MISSIONS

Donor missions have been defined by the
survey as follows:

B Missions undertaken by officials from
the head office to the recipient country.

B Missions that involved a request
from donors to meet with officials
from the recipient country of destination
(excluding workshops, conferences
and informal meetings).

Donors were asked to indicate approximately
the number of missions in 2003 and how many
of these were conducted jointly with other
agencies. Findings are presented in Figure 1.5.

In average, more than 200 donor missions were
fielded to the 14 partner countries.

Significantly, on average, less than 10% of
these missions were carried out jointly.
This is an area in which donors might make
greater efforts.

Health and education sector approaches
in Zambia

In Zambia the health and education sectors
both have well-developed sector-wide ap-
proaches (SWAps). These are supported by
clearly articulated government sector policies
in these areas, well-developed MTEFs, good
donor co-ordination mechanisms and govern-
ment performance-management systems. Both
SWAps are well supported by donors (90%
support the health sector and 82% the educa-
tion sector) and progress towards harmonisation
in both sectors is good.

Donor support provided as part of the SWAps
makes use of procurement, disbursement, re-
porting and M&E arrangements mutually
agreed between the partner government and
participating donors. These can include new
systems that did not exist previously or were
underdeveloped before, notably in reporting.

Are donors delegating co-operation?

100
90
80
70
60 _ NOGB%)
50
YES (42%)

40

30

20
; -

0 YES! YES NO NO!

BOX 1.5

FIGURE 1.4
INDICATOR 9
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FIGURE 1.5
INDICATOR 10

Number of donor missions per country
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FIGURE 1.6
INDICATOR 11

Number of diagnostic reviews per country
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Conclusions from survey responses about donor
missions should be drawn with caution at this
point, however. Although a definition of a donor
mission was provided in the questionnaire, it is
apparent from responses that interpretations
varied across responding organisations. Until
definitions are more refined, these numbers may
not provide an adequate basis for comparison

across countries.

The growth in diagnostic products in recent
years and the lack of co-ordination in their appli-
cation has led to duplication of donor efforts
and high transaction costs for partner countries.
This can make it more difficult to arrive at a
shared agenda between partner governments
and the donor community on how to support
development. For this reason, donors should
seek to streamline diagnostic reviews and reduce
the number of separate reviews.

The survey asked which reviews were under-
taken and how many of these involved more
than one donor. Figure 1.6 presents the results
in all 14 countries. The average number of
reviews per country was 4.7 of which 38%
were undertaken jointly. The number of
reviews varies considerably by country ranging
from two in Fiji to seven in Tanzania.

DISCLOSING INFORMATION

The survey sought to measure the extent to
which donors disclose information on aid flows
and share their country analytic work (e.g. sector
or macroeconomic analysis). Table 1.7 presents
the main findings in all 14 countries.

Notification of aid flows

Providing partners with full information on aid
flows enables them to integrate development
assistance into macroeconomic and budgetary
management and to improve the planning of
their development policies. In this context, the
survey sought to establish whether:

B There were clear arrangements between
donors and partners on how donors
disclose information on aid flows.

B Donors made multi-annual commitments
for all modalities of aid delivery (not
only budget support).

B Donors notified actual disbursements.

The survey shows that agreements on proce-
dures for notifying disbursements are frequently
made in the context of sector programmes or
budget support groups rather than at the country
level. Consequently, progress within each
country varies by sector as well as by donor.
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Are donors disclosing information?

Information on planned and actual aid flows Do donors
share
Are there clear  Are donors making Did donors country analytic
arrangements? multi-annual notify actual work?
commitments? disbursements?
Bangladesh NO YES YES YES
Bolivia YES YES YES! NO
Cambodia YES! YES YES! YES
Ethiopia YES YES! YES! NO
Fiji NO YES YES NO
Kyrgyz Republic NO! YES YES YES
Morocco NO! YES YES YES
Mozambique YES YES YES! NO
Nicaragua NO! YES YES! NO
Niger NO! YES YES NO
Senegal NO YES YES! NO
Tanzania YES! YES! YES! NO
Vietnam NO YES YES! YES
Zambia NO YES! YES YES

The Aid Management Platform (AMP) in Ethiopia
(see Box 1.6) is one of the few examples of a
broad country-level initiative for managing in-
formation on aid flows.

Sharing country analytic work

Country analytic work encompasses the analysis
and advice necessary to strengthen policy
dialogue, develop and implement country strat-
egies in support of sound development assis-
tance. It typically includes country or sector
studies and strategies,
discussion papers, etc. Good analytic work is

country evaluations,

essential for well-focused development policy
and programmes. Donors have a role in ensuring
that analytic work they commission is dissemi-
nated and more readily available (subject to
disclosure policies).

The survey measured efforts made by donors in
disseminating their country analytic work on
public Web sites such as the “Country Analytic
Web Site” (www.countryanalyticwork. net). The
survey shows that there is considerable scope
for improving the dissemination of country
analytic work.

The AMP in Ethiopia

Working within the spirit of partnership and
dialogue of the Rome Declaration, a team
from the Development Gateway, OECD, the
United Nations Development Programme
(UNDP) and World Bank is working with
the government of Ethiopia and the existing
donors’ network to:

B Examine and recommend an appropriate
institutional framework and ICT-based
systems to enhance the effective and efficient
management of external assistance.

m Study the existing pattern of aid
co-ordination and management and
understand the basis of key donors’ aid
allocation/commitments, disbursements
and co-ordination procedures.

m Identify links to existing systems,
notably the debt management
system and procedures for providing
standardised donor information on aid
plans and delivery.

m Develop and demonstrate the proof of
concept which will establish detailed
requirements for a full scale AMP in
Ethiopia that can also serve as a model
for testing in other countries.

TABLE 1.7
INDICATOR 12
AND
INDICATOR 13

BOX 1.6
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TABLE 1.8
INDICATOR 8

Alignment with sector programmes

Education
Clear sector  Are donors
policy? aligning?

Bangladesh YES! YES!
Bolivia YES! YES
Cambodia YES! YES!
Ethiopia YES! YES!
Fiji YES YES!
Kyrgyz Republic NO YES
Morocco YES YES!
Mozambique YES YES!
Nicaragua YES YES!
Niger YES! YES!
Senegal YES YES!
Tanzania YES! YES!
Vietnam YES YES!
Zambia YES! YES!

Donors reported that they share country analyt-
ical work in many ways other than through the
Country Analytic Web Site, including their own
agency Web sites, through hard copies distrib-
uted to local donor and government stake-
holders and through other country-specific fora.
For example, in the Kyrgyz Republic and in
Tanzania, country Web sites have been launched
and are expected to support dissemination of
country analytical work.

Health
Donors’ Clear sector  Are donors Donors’
funds are policy? aligning? funds are
integrated in integrated in
sector MTEF? sector MTEF?
NO! YES! YES NO!
YES! YES YES NO
YES YES! YES! YES
YES YES! YES! NO
NO! YES YES! NO!
YES! YES! YES! YES
NO! YES YES! NO!
NO YES YES! NO
NO YES YES! NO
YES NO YES! YES
YES! YES YES! YES
YES! YES! YES! YES!
NO NO YES NO
YES! YES! YES! YES!

HARMONISATION AND
ALIGNMENT AT THE SECTOR LEVEL

The survey also looked at aspects of harmon-
isation at the sector level in each country
surveyed. Indicator 8 records the overall prog-
ress made towards harmonisation in the health,
education, water, transport and rural devel-
opment sectors of each country according to
donor and partner country perspectives.

Table 1.8 presents the survey findings only in
the areas of health and education: full results
are analysed in each of the country chapters.
It should be noted that typically more prog-
ress has been achieved in health and education
than in other sectors such as rural development
or transport.
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ACRONYMS
AMP Aid management platform
APR Annual progress review

DFID Department for International Development (United Kingdom)

HLF High-level government-donor forum
JICA Japan International Cooperation Agency
M&E Monitoring and evaluation

MTEF  Medium-term expenditure framework

ODA Official development assistance

OECD  Organisation for Economic Co-operation and Development
OED Operations Evaluation Department (World Bank)

PEMFAR Public expenditure management and financial accountability assessment review
PER Public expenditure review

PRS Poverty-reduction strategy

PRSP Poverty-reduction strategy paper

SPA Strategic Partnership with Africa

SWAp  Sector-wide approach

UN United Nations

UNDP  United Nations Development Programme
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The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

armonisation is still in its early infancy in Bangladesh and much remains to

be done. The situation is reflected, for example, in the report of the 2004

Bangladesh Development Forum (BDF) that calls for stronger institutions
and policies on the part of the government — and greater commitment to the
poverty-reduction strategy (PRS) by the donors. So far, the government of Bangladesh
has not set out its harmonisation agenda and co-ordination activities are still, in most
cases, led by donors. There are, however, signals that the government is increasing
its leadership. On the donor side, the degree of alignment with government priorities
and systems is relatively low. While the interim PRS — completed in 2003 — is used
as the framework of reference by all donors in Bangladesh, the survey shows that
the great majority of donors had reservations with regard to its operational value.
Donors felt that the PRS lacked clear priorities and a medium-term expenditure
framework (MTEF). Having said this, there are encouraging signs that these
weaknesses are currently being tackled by the new “PRS-in-process”.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

The government of Bangladesh is yet to establish its action plan on harmonisation,
with one bilateral donor reporting that, to date, most efforts are “coming from the
donor side”. While local consultative groups and subgroups exist, these have been
established by donors rather than by government (see Figure 2.1 — Indicator 1).

FIGURE 2.1

INDICATOR 1
e

Are donors supportive of the government’s
harmonisation agenda?

Respondents to the 2004 Survey on
Harmonisation and Alignment indi-
cated, however, that the govern-
ment is currently elaborating its
action plan on harmonisation.
Efforts so far have focused more
specifically on cross-cutting themes.
For example, a task force on public
financial management began oper-
ating in November 2004 and has

100 YES (100%)

80

60 o
drawn up a draft harmonisation

action plan. In addition, a steering
40 committee on aid governance is
working towards harmonisation in
project processing, documentation,

audit and reporting.

NO (0%)

0 YES! YES NO NO!
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FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

Co-ordination of aid at the national level is
undertaken in Bangladesh by a Local Consul-
tative Group (LCG) which organises plenary
meetings and includes various sector-specific
subgroups (see Box 2.1 for a summary of
Bangladesh’s Aid Governance Initiative, an
important part of the country’s harmonisation
progress, by LCG Bangladesh, an Internet-
based forum for development dialogue and
donor co-ordination).

While in principle government leadership is
respected, in practice co-ordination remains
very much donor-driven: government repre-
sentatives, for instance, do not participate in
some of the LCG subgroups and in the LCG
plenary meetings which are chaired by the
World Bank. In addition, a number of donors
reported in the survey that the government
failed to exercise an appropriate level of leader-
ship (see Table 2.1 — Indicator 2).

TABLE 2.1
INDICATOR 2

Is government co-ordinating aid?

Is there a formalised process for dialogue? YES
Is government proactive? NO
Is government in the driving seat? YES

Do donors’ rules support harmonisation?  YES!

54%

% of donors who take part in co-ordination

TABLE 2.2
INDICATOR 3

Capacity development

» Have weaknesses been identified?

In public financial management YES!

In budget planning and execution ~ YES!

In co-ordination of aid YES
» Are weaknesses being addressed?

In public financial management YES!

In budget planning and execution ~ YES!

In co-ordination of aid YES
» Is the level of support appropriate?

In public financial management YES!

In budget planning and execution ~ YES!

In co-ordination of aid YES

CAPACITY DEVELOPMENT

Indicator 3 (see Table 2.2) invited respondents
to identify areas where additional efforts in
capacity development might be required. While
weaknesses were identified in all three areas
flagged by the questionnaire, there was a gen-
eral agreement that in two out of those three
areas, weaknesses are being addressed and the
level of support is appropriate. Co-ordination
of aid is the only area where it was generally
considered that the level of donor support is
not entirely sufficient.

I ALIGNMENT

RELIANCE ON PARTNERS’ NATIONAL
DEVELOPMENT STRATEGIES

The government completed an interim PRS in
2003 and is developing a full poverty-reduction
strategy paper (PRSP). While the interim PRS is
used as the framework of reference by all
donors in Bangladesh, the survey shows that
90% of them had reservations with regard to its
operational value (see Figure 2.2 — Indicator 4).
According to donors, the interim PRS lacks a
clear sense of priorities and a MTEF.

Furthermore, donors generally consider that
the current mechanism for reviewing the prog-
ress of the interim PRS, the annual BDF
meeting, does not provide a basis on which
they are willing or able to adjust their country
programmes. For example, it does not system-
atically consider achievements against specific
interim PRS performance targets or indicators.
As a result, 67% of donors reported that their
decisions to allocate resources were not influ-
enced by the findings presented at the BDF. It
is anticipated that this will change with the
introduction of the new PRS.

At the 2004 BDF, donors welcomed the fact
that the “PRS-in-process” reflects strong govern-
ment ownership and is prepared in a participa-
tory manner — involving consultations through
a thematic group approach with concerned
ministries and agencies, the private sector, non-
governmental organisations/community-based
organisations and the international community.
However, respondents noted that in order to
ensure policy continuity, the PRS must be a
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1
Do donors rely on the PRS when programming FIGURE 2.2
official development assistance? INDICATOR 4

national document supported by all key stake-
holders. Specifically, given its timeframe, the
PRS will need to bridge the electoral cycle, and
multi-party support for it will be essential. 100 YES (100%)
According to the report on the BDF meeting

90

held in May 2004: 91%

80
Donors urged government to focus on

implementation, good monitoring and 70
evaluation, and to ensure that the medium- 60
term expenditure framework fully reflects
PRS priorities. Donors agreed that the PRS
would provide the basis for external
assistance to support the government’s 30

development priorities as well as its policy 20

and institutional reform initiatives.

Specifically, the Asian Development Bank 9% NO (0%)

40

(ADB)’s new Country Strategy and Program, 0 YES! YES NO NO!
now under preparation, will build on the

PRS, and will be completed in early 2005,

synchronising with the PRS process.

. ____________________________________________________________________________________________________________________________________ |
Bangladesh’s Aid Governance Initiative BOX 2.1

The Aid Governance Initiative, launched in 2003 in Bangladesh, is a joint venture of the
government and development partners operating in Bangladesh to strengthen the quality of
the administrative and implementing processes of donor-funded development activities. This
follows the global trend for simplification and harmonisation of procedures, as laid out in the
Rome Declaration 2003, and the OECD-DAC framework.

The initiative was also undertaken in recognition of the need for greater accountability of
donor-funded programmes, as well as the wish to simplify procedures and eliminate inefficient
or time-consuming practices that duplicate work (e.g. harmonisation of “project documents”).

The point of departure for the Aid Governance Initiative was a survey conducted among the
development partner members of the LCG in Bangladesh. The LCG members were asked to
provide information on the areas related to programme implementation which presented the
most difficulty in terms of accountability of funds. Four areas were identified as problematic:
(i) audit; (if) procurement; (iii) foreign-assisted training; and (iv) the need for harmonisation of
project documents.

Against this background, three joint donor and government Aid Governance working groups
were set up to address the first three issues. Harmonisation has since been addressed in a
later stage. All groups met several times in the first half of 2003 and produced final reports
with concrete recommendations and “best practices” to improve procedures in these areas.
These have subsequently led to the adoption of new policies and procedures to improve
accountability and efficiency of donor-funded aid programmes. Procurement and training
concerns have, in particular, been met by substantial improvements. The fourth area of
harmonisation and simplification of project documents is now underway.

The Aid Governance Working Groups reports were completed in time for the Bangladesh
Development Forum in May 2003. Both the government of Bangladesh and their development
partners have indicated a clear interest in continuing the dialogue. The subsequent adoption of
new procurement and training policies — as a result of this process — has provided government
and development partners with the means to improve efficiency and accountability. The
work is ongoing.
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TABLE 2.3 Is budget support predictable and aligned?
INDICATOR 5
Are budget support donors making: YES!
» multi-annual commitments? Japan
» timely commitments? Japan
United Kingdom
» timely disbursements? Japan
United Kingdom
United States
World Bank
FIGURE 2.3 Use of partner country systems
INDICATOR 6

evaluation .|

Disbursement

K

| Averagevalue 20 40 60 80
. inthe 14 countries

BUDGET SUPPORT

Japan, United Kingdom, United States, ADB
and the World Bank are all involved to some
degree in sector or budget support in
Bangladesh (see Table 2.3 — Indicator 5). The
ADB provides financial support in the form of
policy reform-based programme loans and
programme components of sector-development
project loans. The United Kingdom also provides
various types of sector support. In some cases,
donors provide budget support on a multi-
annual basis; however, given the lack of a well-
developed MTEF, the government might not
fully benefit from it. The World Bank provides
an indicative multi-annual lending programme,
but commitments are not aligned to the
government budget cycle.

YES NO NO!
World Bank  United Kingdom  United States
ADB
United States World Bank
PROJECT SUPPORT

Indicator 6 measures the degree of reliance on
country systems when providing project
support. In this respect, Bangladesh’s govern-
ment systems are relied upon to a greater
extent (see Figure 2.3), when compared to
other countries in the survey.

In 2003, a new procurement regulation was
introduced, which takes into account the
harmonisation efforts of the multilateral devel-
opment banks (MDBs) and their minimum
requirements for local procurement. The regu-
lation is applicable to all entities using public
resources for procurement, and both MDBs
and bilateral donors are being encouraged to
use the government’s new regulations for local
and international procurement. As the aid
harmonisation Web site states:

Donors have adopted a concerted
approach towards greater co-ordination
and effectiveness of development
assistance, mainly through the harmonisation
of donor policies and procedures around
existing and improved government systems
and procedures. They focus on local
capacity-building to support procurement
reform and other initiatives, and on the
use of improved GOB (Government of
Bangladesh) systems. For example, the
programme will adopt the GOB’s newly
reformed procurement system for national
procurement. It will also aim at using
common financial management
arrangements and reporting, and adopting
joint supervision strategies.
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Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

The extent to which this is resulting in increased
use of government systems is currently unclear,
as is the extent to which the MDBs procure-
ment harmonisation is aligned with the wider
harmonisation and alignment initiatives.

In the case of some projects, procurement
systems are designed on the basis of co-
financing agreements with international finan-
cial institutions; however, the capacity of the
government’s own systems is often weak. In
the mid-1990s, the US Agency for International
Development (USAID) conducted an assess-
ment of several government systems in order to
compare them with international standards.
This concluded that the Bangladeshi systems
failed to meet USAID’s standards.

In several areas, government systems are used,
albeit not relied on, as they are often supple-
mented by additional work. For instance, the
ADB gives the example of private sector auditors
being used to supplement the government’s
project audits.

SECTOR SUPPORT

Indicator 8 measures donor support to sectors
in key policy areas (see Table 2.4).

Health  Education = Water  Transport Agriculture
NO! NO! NO! NO! NO!
YES YES! YES YES NO!
YES! YES! NO NO NO
YES YES NO! NO NO!
YES NO NO! NO! NO!
YES NO NO! NO! NO!
YES YES! YES YES! YES
YES! YES! NO NO NO

YES YES NO NO NO

Health sector

Several donors participate in a health sector
programme which involves a pooled funding
mechanism. The government has prepared a
sector policy which is yet to be approved. Do-
nors have expressed concerns over its clarity,
the effectiveness of the government health sec-
tor planning unit and the extent to which the
policy is focussed on key Millennium Develop-
ment Goals targets. The Local Consultative
Group meetings provide a forum for donor co-
ordination and some donors who do not par-
ticipate in the sector-wide approach use these
to co-ordinate assistance in specific areas (e.g.
HIV/AIDs). The previous sector policy includ-
ed a performance monitoring system, which
some donors are still partly using; however, an
improved performance monitoring system is
expected to be developed soon.

Education sector

An education sector programme exists with the
Primary Education Development Programme
(PEDP-ID as its major component. Several do-
nors point out the lack of attention given by
the government to non-formal education. The
PEDP-II programme involves a performance
monitoring system, though additional systems
are required in other sector areas.

TABLE 2.4
INDICATOR 8
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Water sector

The government approved a National Water
Resources Management Plan in 2004. No sector
MTEF currently exists and there is no formalised
donor co-ordination by the government. Where
donor co-ordination does take place, it is
through a local consultative subgroup in which
the government participates only intermittently.
Sector performance monitoring systems are
said to be inadequate.

Transport sector

Road infrastructure development is supported
by several donors as part of rural market devel-
opment and food aid programmes. There has
been no clear government policy in the sector
until recently, when the National Land Trans-
port Policy was approved. It is anticipated that
this will direct future donor support to the sector.

TABLE 2.5
INDICATOR 7

Are donors streamlining conditionality?

Direct budget support YES
Health sector YES
Education sector YES
Water sector NO!
Transport/road sector NO!
Rural development agriculture NO!

TABLE 2.6
INDICATOR 9

Who is delegating co-operation?

YES! YES NO NO!
Canada Denmark Australia
Netherlands Germany
Norway Japan
Sweden Switzerland
United
Kingdom
United States
ADB
World Bank

Rural development

The government has had an agriculture and
rural development policy in place for many
years, encompassing areas such as livestock,
forestry and fisheries, and it has received
substantial donor support. Several donors
comment that the sector policies are unclear,
partial, uncoordinated, and lack a proper
supporting structure.

Other sectors

Several donors support the power sector and a
sector programme is currently under develop-
ment. However, the government’s power sector
policy is not very clear. Other sectors receiving
donor support include governance, human
rights and people trafficking, and private sector
development.

I HARMONISATION
STREAMLINING CONDITIONALITY

Indicator 7 (see Table 2.5) looks at the extent to
which donors have streamlined conditionality
when providing development assistance in a
number of specific areas (e.g. budget support,
sector level). Responses to the survey indicate
that there is limited harmonisation of conditions
in the health and education sectors (primary
education only in the education sector), and
no harmonisation of conditionality in the water,
transport or rural development sectors. Govern-
ment and donors are establishing regular
reviews of budget support programmes, aimed
at establishing common conditionalities and
operations.

DELEGATED CO-OPERATION

Indicator 9 shows that 61% of donors in
Bangladesh claim to be party to an agreement
to perform tasks on behalf of other donors (see
Table 2.6). For example, Canada and the United
Kingdom are implementing a delegated
co-operation arrangement in respect of the
Bangladesh  financial

management reform

programme.
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DONOR FIELD MISSIONS

In 2003, the number of donor missions to
Bangladesh exceeded 250 (see Figure 2.4 —
Indicator 10). Six organisations (World Bank,
ADB, Germany, Netherlands,
Japan) accounted for approximately 90% of the
total number of missions. 10% of all missions
were undertaken jointly. These figures do not
include the UK Department for International
Development (DFID) missions. The DFID
activities in Bangladesh are indeed decentralised
to the DFID’s Dhaka office. Their reviews are
consequently run from in-country resources
and are not undertaken by officials from the
DFID Head Office.

Canada and

STREAMLINING DIAGNOSTIC REVIEWS

In the period 2001-03, seven diagnostic reviews
were undertaken in Bangladesh (see Table 2.7 —
Indicator 11). All of these except the UNDP
CONTACT review were conducted by multi-
donor teams.

DISCLOSING INFORMATION

A critical dimension of the harmonisation and
alignment agenda is donors’ ability to share
information on aid flows (Indicator 12 — table
not presented) and analytic work (Indicator 13).

The survey indicates that the government and
donors have agreed on procedures for notifying
disbursements in the context of budget support
and also for assistance in the health sector. In
the education sector, such an agreement exists
with regard to support for primary education.
No such arrangements exist with respect to the
water or transport sectors. A few donors (15%)
do not provide the government with any kind
of information on actual disbursements.

The government is reported not to have
provided an adequate format for donors to use
in order to disclose information on actual
disbursements, so donors tend to use their own
reporting formats.

FIGURE 2.4
INDICATOR 10

Number of donor missions: 250

World Bank
ADB
Germany
Netherlands
Canada

Japan

Sweden . 7

switzerland [I] 7

Denmark [ 7
FAD [ 4

United States I 2

[ Missions

. Joint

Norway I 2

Australia I 2

(=]

10 20 30 40 50

Are diagnostic reviews being streamlined? TABLE 2.7
INDICATOR 11
Diagnostic reviews Was it undertaken
(2001-03) jointly?
CFAA YES
PER YES
CPAR YES
CPRM YES
IMF ROSC YES
ADB DSAA YES
UNDP CONTACT NO
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TABLE 2.8
INDICATOR 13

Who is sharing country analytic work?

YES!
Netherlands
United States

ADB

YES NO

Australia
Canada
Denmark
Norway
Japan
United
Kingdom
IFAD
World Bank

NO!

Sweden Germany

Most donors provide indications to the govern-
ment as to what aid it can expect over a multi-
annual time horizon. However, these generally
represent pledges rather than commitments
and are subject to change. For example, one
bilateral donor “gives broad indications but
may change priorities during a three-year
period” and another “reserves the right to move
money between projects to meet annual
disbursement targets”.

Donors share country analytical work in a
number of ways, e.g. through their own Web
sites, through the country analytic Web site or
through relevant LCG subgroups (see Table 2.8
— Indicator 13). One multilateral donor points
out that country analytic work is not published
consistently and a bilateral donor makes the
point that not all analytical work should
necessarily be made available on the Internet.

ADB

ADB DSAA

BDF

CFAA

DAC

CPAR

CPRM

DFID

IFAD

IMF ROSC

LCG

MDB
MTEF

OECD

PEDP-II

PER

PRS
PRSP

UNDP CONTACT

USAID

Asian Development Bank

Asian Development Bank’s
Diagnostic Study

of Accounting and Auditing
Bangladesh Development
Forum

Country financial accountability
assessment

Development Assistance
Committee (OECD)

Country procurement
assessment report

Country programming review
mission

Department for International
Development (United Kingdom)
International Fund for
Agricultural Development

International Monetary Fund’s
Report on the Observance of
Standards and Codes

Local consultative group
(Bangladesh)

Multilateral development bank
Medium-term expenditure
framework

Organisation for Economic
Co-operation and Development
Primary Education
Development Programme
(Bangladesh)

Public expenditure review
Poverty-reduction strategy

Poverty-reduction strategy
paper

United Nations Development
Programme’s Country
Assessment in Accountability
and Transparency

United States Agency for
International Development
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The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

olivia’s new government has indicated that it intends to play a strong role in

co-ordinating development assistance, and donors (especially the bilaterals)

appear to be interested in strengthening partnerships. Most donors are seeking
a common approach to budget assistance in order to support the government’s
reform agenda. To this end, a group of donors' has formed a task team to facilitate
the design of a national action plan on harmonisation and alignment. The current
uncertainty about the status of the Bolivian poverty-reduction strategy (PRS), the
Estrategia Boliviana de Reduccion de la Pobreza (EBRP), makes it difficult for
donors to rely on it for the purposes of programming assistance. However, the
situation is expected to be clarified in the nationwide consultation process, the
“National Dialogue 2004”, and a revised PRS was expected to be available by the
end of 2004.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

The government’s priorities, officers and agenda have changed frequently since
2000 due to rapid turnover (four presidents in approximately four years). Bolivia’s
current government has been able to establish a clear agenda and has set up five
working groups to cover (i) budgetary support, (i) fiscal deficit, (i71) poverty-
reduction strategy paper (PRSP), (iv) national dialogue and () harmonisation. The
last of these is responsible for setting harmonisation and alignment priorities and it
receives inputs from a range of different sector working groups, such as the
education and health sector groups.

Each working group comprises government and donor representatives, and is
headed by a joint chair. The chairs of each working group and the Vice-Minister of
Public Investment and External Financing make up a steering group which establishes
methodologies, monitors results and assures consistency with government policies.

The fragility of the political situation will require a cautious approach on the part of
donors if ownership is not to be undermined. As one donor comments:

The dialogue process in itself is encouraging, although it still has many flaws -

mainly its donor-driven approach and its distance from real public policies and
government economic plans which, it should be noted, are non-existent due to
the political crisis Bolivia is undergoing since last year.

According to this survey, 80% of donors support the current government’s agenda
(see Figure 3.1 — Indicator 1).

1. Canada, Netherlands, Sweden, Inter-American Development Bank, United Nations Population
Fund, US Agency for International Development, World Bank, and the Bolivian Vice-Ministry
of Public Investment and External Financing.
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I ——
FIGURE 3.1 Are donors supportive of the government’s
INDICATOR 1 harmonisation agenda?

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

100
The new government set the working agenda

for the current co-ordination process (which
o —@0%) started in March 2004) when it invited all
donors to a workshop to agree on a common
agenda. It has challenged donors to take a pro-
active role in the meetings and in the overall
scope of the work. In consultation with donors,
the government is preparing a national action
plan on harmonisation and alignment, which
will be part of the government’s proposal at the
consultative group meeting scheduled for
February 2005 and will be presented at the
High-Level Forum 2005.

60

40
NO

© YES! YES NO!
Indicator 2 suggests the dialogue process is
functioning adequately (see Table 3.1).

TABLE 3.1
INDICATOR 2

Is government co-ordinating aid?
CAPACITY DEVELOPMENT

Is there a formalised process for dialogue? YES

36

Is government proactive?

Is government in the driving seat?

YES
YES!

Do donors’ rules support harmonisation?  YES

76%

% of donors who take part in co-ordination

Capacity development

» Have weaknesses been identified?
In public financial management YES
In budget planning and execution ~ YES
In co-ordination of aid YES

» Are weaknesses being addressed?
In public financial management YES
In budget planning and execution  YES
In co-ordination of aid YES

» Is the level of support appropriate?

L
TABLE 3.2
INDICATOR 3

Indicator 3 measures the extent to which
donors are supporting capacity development.
Table 3.2 provides a snapshot of the capacity
weaknesses that have been identified as well as
whether they are being addressed, and if the
level of support is appropriate.

The government recognises that capacity weak-
nesses exist in procurement, budget formula-
tion, execution, reporting and review and aid
co-ordination. Diagnostic reviews, including a
public expenditure review (PER) and a country
financial accountability assessment (CFAA), are
helping to establish the nature of weaknesses
and to develop action plans to address them.

Though the World Bank provided technical
support to develop new procurement regula-
tions, these are yet to be used. The Inter-
American Development Bank (IDB) is provid-

In public financial management NO ing support to the decentralisation of the
In budget planning and execution  YES government’s financial management system -
In co-ordination of aid NO the Integrated System of Management and Ad-

ministrative Modernisation (Sistema Integrado
de Gestion y Modernizacion Administrativa
[SIGMAD.
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I ALIGNMENT

RELIANCE ON PARTNERS” NATIONAL
DEVELOPMENT STRATEGIES

The Bolivian poverty-reduction strategy, the
EBRP, was approved by the cabinet in February
2001 and submitted to the boards of the World
Bank and the International Monetary Fund (IMF)
in June 2001. It reflects a broad consultative
process conducted through the National Dialogue
2000 and has four primary pillars. It aims to:

B Expand employment and income
generation opportunities.

B Develop capabilities.
B Increase safety and protection for the poor.

B Promote social integration.

There are additional cross-cutting issues such
as gender, the environment and the rights of
indigenous people. One bilateral donor notes
that the current PRS is:

...very broad, poorly aligned to national
budgets, and its implementation has been
limited. In addition, with two changes of
government since the original PRS, there
is lack of clarity about whether it is the
current framework for poverty reduction.

The current uncertainty about the status of the
EBRP makes it difficult for any donor to rely on
it for the purposes of programming assistance.

This being said, 95% of donors reported relying
on the PRS when programming assistance, as
measured by Indicator 4 (see Figure 3.2). The
situation is expected to be clarified in the
“National Dialogue 2004”, a nationwide consul-
tation process scheduled to run between June
and December 2004. As a product of this
consultation, a national development strategy
(including a revised EBRP) was expected to be
available by the end of 2004.

Do donors rely on the PRS when programming
official development assistance?

oy YES (94%)
90
80
70
60
50
40

30

20

NO (6%)
_ 00/0

0 YES! YES NO NO!

BUDGET SUPPORT IS ALIGNED
WITH PARTNERS’ PROCEDURES

It was not until 2004 that the Bolivian govern-
ment had a multi-annual framework in place
for budget support. Until then, budget support
had typically been used as a short-term fiscal
gap-filling measure. For example, several donors
provided emergency budgetary support in
October 2003 to help reduce the budget deficit.

In 2004, the government and seven donors
(Canada, Germany, Netherlands, Sweden, the
European Commission, DFID and USAID)
signed a MoU agreeing to a common frame-
work for multi-annual budget support, based
on a common performance-evaluation matrix.

Indicator 5 measures the extent to which
budget support is predictable and aligned with
partners’ procedures (see Table 3.3).

FIGURE 3.2
INDICATOR 4

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005

37



SURVEY ON HARMONISATION AND ALIGNMENT

38

TABLE 3.3
INDICATOR 5

Is budget support predictable and aligned?

Are budget support donors making: YES!
» multi-annual commitments? Germany
IDB
» timely commitments? Netherlands
IDB
World Bank
» timely disbursements? Canada
Sweden

United Kingdom

United States
IDB
World Bank

FIGURE 3.3
INDICATOR 6

Use of partner country systems

Reporting

Monitoring and
evaluation

Disbursement
Procurement

Audit

Average value 0 10 20 30 40
in the 14 countries

PROJECT SUPPORT

Indicator 6 measures the degree to which
donors rely on partner country systems when
providing project support (see Figure 3.3). In
comparison with other countries surveyed,
Bolivia’s systems are used below average.

Donors noted that national
systems are complicated and unclear. For
example, a recent procurement decree provided
for positive discrimination to support Bolivian
enterprises but its status is currently uncertain.

procurement

YES NO NO!
Denmark Belgium Canada
Netherlands Switzerland Spain
Sweden United Kingdom  United States
United Nations World Bank
Germany Belgium
Canada
Denmark
Sweden
United Kingdom
United States
United Nations
Belgium United Nations
Denmark
Germany

Netherlands

However, the government is working to harmo-
nise its procurement procedures with those of
the World Bank and IDB, in co-operation with
both banks.

Concerning national disbursements systems, it
seems that donors would use them more were
it not for delays caused by the Vice Ministry of
Treasury in setting up relevant accounts.
However, 50% of the World Bank projects for
example, already use the treasury’s unique
account for the processing of its payments.

The government noted that reporting and
monitoring and evaluation (M&E) systems are
used more frequently than disbursement,
procurement and audit systems.

As the government’s SIGMA financial manage-
ment system is being decentralised, it is being
used to report on a few donor projects involving
decentralised agencies.
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Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

SECTOR SUPPORT

Indicator 8 measures donor support to sectors
in key policy areas (see Table 3.4).

Health sector

Though the different governments have been
setting out guidelines in the health sector,
donors report that they are insufficient and that
the policy is ill-defined. The lack of sector
policy development processes has continued,
in spite of good donor co-ordination and a will-
ingness to support such a process. The govern-
ment’s limited institutional capacity in the
health sector is hampering progress.

Education sector

A sector-wide education strategy was recently
formulated. The Netherlands was the first donor
to contribute to a basket funding mechanism
supporting the new five-year plan (2004-2008)
and other donors are expected to follow suit.
Donor co-ordination mechanisms in the sector
are reported to be effective. Bolivia has also
been invited to join the Education for All —
Fast Track Initiative.

Water sector

A strategy exists for water supply and sanita-
tion, but not yet for integrated water resources
management. A water sector task force exists

Health  Education = Water  Transport Agriculture
YES! YES! YES! YES! YES!
YES YES! YES YES YES
NO! YES! YES! YES NO!
YES! YES! YES! YES! YES!
NO YES YES YES NO!
NO! YES YES YES NO!
YES YES YES YES YES!
NO! NO YES NO NO!
NO YES YES NO YES

comprising donor and government representa-
tives and a preliminary sector-wide approach
(SWAp) is now in place, although it still requires
further definition. The European Commission
has already provided budget support for it.
Arrangements for its implementation have been
established with the Canadian International
Development Agency (CIDA), IDB, World
Bank and the Gesellschaft fiir Technische
Zusammenarbeit [GTZ]. Canada has financed a
sector-wide information system, which will be
used as a survey tool for the whole sector.

Transport sector

The government has developed a Transport
and Roads Master Plan, with IDB assistance.
This maps a route towards greater harmonisa-
tion in the sector.

Rural development

A rural development and agriculture strategy
has been under preparation for some time but
does not yet provide a clear framework. The
sub-sectoral area of Agricultural Technology
Development (Sistema Boliviano de Tecnologia
Agropecuaria [SIBTA] does have a clear policy
and institutional framework that seven donors
are supporting through a common funding
mechanism.

TABLE 3.4

INDICATOR 8
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TABLE 3.5
INDICATOR 7

Are donors streamlining conditionality?

Direct budget support YES!
Health sector NO
Education sector YES
Water sector YES
Transport/road sector YES
Rural development agriculture NO

I HARMONISATION

As mentioned above, the government has set
out the working agenda for the new coordina-
tion process and invited donors to take a pro-
active role in meetings and in the overall scope
of the work. A national action plan on harmon-
isation and alignment is under preparation, in
consultation with donors. The October 2004
consultation process may help to map the way
forward. Wider information exchange and
clearer dialogue may be key factors to secure
the success of this process.

An OECD-commissioned report dated November
2003 highlighted a number of outstanding
actions on harmonisation in Bolivia and the
implications of not undertaking them. It is not
clear how many of these have been taken on
board and what progress has been made. There
appears to be an ongoing risk that harmonisa-
tion and co-ordination efforts are inconsistent.
Besides, concerns about corruption and lack
of confidence in the current PRS may deter
progress.

Bolivia was also one of the four countries

included in the Overseas Development
Institute’s “Politics and PRSP Approach Synthesis
Paper”. The recommendations of that report
covered four areas, which are applicable to the
harmonisation process in Bolivia and else-

where:

B The overwhelming importance of context.
B Domestic strategies and political cycles.

B Interpreting the requirement of participation

B Political dialogue.

The October 2004 consultation process may
help to map the way forward. Wider informa-
tion exchange and clearer dialogue may be key
factors to secure the success of this process.

STREAMLINING CONDITIONALITY

Indicator 7 (see Table 3.5) looks at the extent to
which donors have streamlined conditionality
when providing development assistance in a
number of specific areas (e.g. budget support,
sector level).

The 2004 budget support MoU provides a
common performance-evaluation matrix that
streamlines conditionalities. ~Streamlining of
conditions for sector support varies by sector.
In the rural development and health sectors for
example, conditions are established on an
individual basis with each donor active in the
sector, and in the case of credits, conditions
regarding the execution of goals are usually
arranged.

DELEGATED CO-OPERATION

Indicator 9 shows that around 38% of donors
claim to be party to an agreement to perform
tasks on behalf of other donors. A further 19%
reported doing so, with reservations (see Table
3.6). For example, Italy reports delegating tasks
such as project formulation, procurement,
disbursement and monitoring and evaluation
to United Nations (UN) agencies. The IDB is
not currently party to a delegated co-operation
agreement; in the past it has
performed specific tasks for several bilateral

however,

agencies and is planning to use such a
mechanism again.
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DONOR FIELD MISSIONS

In 2003, the number of donor missions to
Bolivia exceeded 240 (see Figure 3.4 — Indicator
10). Approximately 10% of all missions were
undertaken jointly between donors, and five
donors (the IDB, the UN, Germany, Japan and
the World Bank) accounted for 80% of the total
missions.

STREAMLINING DIAGNOSTIC REVIEWS

In the period 2001-03, five diagnostic reviews
were undertaken in Bolivia (see Table 3.7 —
Indicator 11); three involved more than one
donor. A joint PER was conducted by Denmark,
Netherlands, United Kingdom and the IDB,
and its second draft was discussed in March
2004. It focussed on four issues:

B Municipal finance (led by Germany).
B Pension systems (IDB).
B Multi-annual budgeting (World Bank).

m Public institutional reform (Denmark).

The four donors also contributed to a CFAA
that was scheduled to be delivered to the
government by the end of May 2004.

Other diagnostic reviews conducted in this
period included a HIPC (Heavily Indebted Poor
Countries) Expenditure Tracking Assessment,
an IMF ROSC (Report on the Observance of
Standards and Codes) Fiscal Transparency
Review and a United Nations Development
Programme (UNDP) Country Assessment in
Accountability and Transparency (CONTACT).

DISCLOSING INFORMATION

A critical dimension of the harmonisation and
alignment agenda is donors’ ability to share
information on aid flows (Indicator 12) and
analytic work (Indicator 13). As previously
mentioned, procedures have been agreed for
the notification of disbursements for budget
support. In the health and education sectors,
progress towards good notification is being
made. In the water, transport and rural devel-
opment sectors, each donor makes its own
notification arrangements with the government.

Who is delegating co-operation? TABLE 3.6
INDICATOR 9
YES! YES NO NO!
Germany Italy Belgium Canada
Japan IDB Denmark
Switzerland United Netherlands
United Nations Spain
Kingdom Sweden
United States European
World Bank Commission

Number of donor missions: 242 FIGURE 3.4
INDICATOR 10
Germany
Japan
World Bank
Spai
. [ Missions
DANIDA . Joint
CIDA
30 40 50
Are diagnostic reviews being streamlined? TABLE 3.7
INDICATOR 11
Diagnostic reviews Was it undertaken
(2001-03) jointly?
CFAA YES
PER YES
IMF ROSC NO
HIPC Tracking Assessment NO
UNDP CONTACT YES
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TABLE 3.8
INDICATOR 13

Who is sharing country analytic work?

YES! YES NO NO!
United States  Denmark Belgium
IDB Japan Canada
World ~ Netherlands Germany
Bank Switzerland Italy
United Spain
Kingdom Sweden
IMF European
United Commission
Nations

Indicator 12a (table not presented) measures the
extent to which donors provide multi-annual
indications of aid flows. The survey results
show that 47% of donors claim to notify the
government on indicative disbursements they
plan to release over at least a three-year period.
Indicator 12b (table not presented) measures
the extent to which donors notify the govern-
ment about actual disbursements. Over half
of donors (65%) claim to provide comprehen-
sive and regular information about in-country
disbursements. Donors point out the lack
of a government medium-term expenditure
framework.

With regard to sharing information on their
country analytic work, 18% of donors regularly
do so via the country analytic work Web site
(see Table 3.8 — Indicator 13). Analytical work
is also shared by donors on their own Web
sites, either internationally or at the national
level (e.g. the World Food Programme’s Bolivia
Web site - www.pma.org.bo), or in donors’
co-ordination forums.

ACRONYMS
CFAA

CIDA
DANIDA
EBRP
HIPC
IDB

IMF

IMF ROSC

M&E
MoU
MTEF

OECD

PER
PRS
PRSP
SIGMA

SWAp
UN
UNDP CONTACT

Country financial accountability
assessment

Canadian International
Development Agency

Danish International
Development Agency

Estrategia Boliviana

de Reduccion de la Pobreza
(Bolivia)

Heavily indebted poor countries

Inter-American Development
Bank

International Monetary Fund

International Monetary Fund’s
Report on the Observance of
Standards and Codes
Monitoring and evaluation
Memorandum of understanding

Medium-term expenditure
framework

Organisation for Economic
Co-operation and Development

Public expenditure review
Poverty-reduction strategy
Poverty-reduction strategy paper
Sistema Integrado

de Gestion y Modernizacion
Administrativa (Integrated
System of Management and
Administrative Modernisation)
(Bolivia)

Sector-wide approach

United Nations

United Nations Development
Programme’s Country
Assessment in Accountability
and Transparency
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| CAMBODIA

The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

he government of Cambodia is heading up the partnership working group,

established in December 2002, to address issues of partnership, co-ordination

and harmonisation. To date, the working group has produced three significant
reports on improving aid co-ordination. The group is also leading the process of
restructuring the consultative groups: the government and donors have agreed to
establish 17 joint technical working groups that will be chaired by the government
and assisted by a lead (as well as an alternate) donor co-ordinator. In 2002, the
National Assembly adopted the Second Socio-Economic Development Plan (SEDP-ID).
The National Poverty Reduction Strategy (NPRS) — the government’s full poverty-
reduction strategy paper (PRSP) prepared with stakeholder participation — was
finalised in February 2003. Greater prioritisation and a streamlining of quantitative
indicators at the sector level are required for progress to continue. In response to
the government’s concerns about the high transaction costs associated with multiple
donor requirements, missions, and procedures, some recent harmonisation initiatives
have also been introduced. The World Bank and the Asian Development Bank
(ADB) are collaborating to produce joint operational procedures and a joint financial
management manual designed for local government staff; the government, United
Kingdom, ADB, United Nations (UN) and the World Bank are collaborating to
prepare new assistance strategies; and the UN system in Cambodia has agreed to
use the NPRS as the basis for its country-level planning rather than produce its own
UN Common Country Assessment.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

The Royal Government of Cambodia (RGC) has completed the preparation of its
harmonisation and alignment action plan, in close collaboration with donors and
with assistance from the UN Development Programme (UNDP) and the World
Bank. The plan was approved by the RGC at its Cabinet meeting on 19 November
2004. A partnership agreement, which aims at facilitating the implementation of the
plan, was signed on 2 December 2004 (see Box 4.1). The plan was presented at the
consultative group meeting on 6-7 December 2004.

The government currently has one major results-focussed document (the Cambodia
Millennium Development Goals) and two major planning documents (the SEDP-II
and the NPRS). While these documents are generally complementary, they are not
yet fully evolved as harmonisation blueprints and need to be co-ordinated within
themselves. The NPRS also needs to specifically identify actions and results in
sectors and sub-sectors. For the period covering 2006-2010, the RGC has decided to
develop a single national strategic development plan.
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I ——
Are donors supportive of the government’s

FIGURE 4.1
INDICATOR 1

harmonisation agenda?

100

80

YES (63%)
60
50%
40
20
13%
0 YES! YES

NO (37%)
37%
00/0
NO NO!

According to the results of the 2004 Survey on
Harmonisation and Alignment, 63% of donors
indicated that they are supporting the govern-
ment’s agenda (see Figure 4.1 — Indicator 1).

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

The Council for the Development of Cambodia
(CDC) was established to co-ordinate all
external investment. Since the government took
the lead with donor co-ordination, an inter-
ministerial steering committee to strengthen
development partnerships has been established
and the overseas development assistance
managment information system has been

BOX 4.1

Declaration by the Royal Government of Cambodia and Development Partners on
Harmonisation and Alignment — 2 December 2004

In December 2004, the government and 12 donors signed a declaration expressing their
commitment to the Rome Declaration on Harmonisation and expressing their willingness to

support the following:

m The alignment of donor programmes to government strategies such as the NRSP and
SEDP-II and agreement to support the government to produce a National Strategic

Development Plan (NSDP 2006-10).

m Work towards sector approaches where appropriate, with harmonised resources,
the provision of technical assistance, and channels of delivery around one strategy.
These will involve the strengthening of the role of civil society.

Increased delegated co-operation.
A focus on results, rather than inputs.
Work to have all analytical work undertaken with the relevant sector working groups,

Work to improve government systems, such as procurement and financial management.
Harmonisation, streamlining and simplification of donor requirements.
Production of a partnership report every six months.

thus avoiding duplication and building government capacity.

Provision of comprehensive information on aid flows to the government in a timely

manner to allow integration into the budget cycle, in the context of a medium-term
expenditure framework.

m Promote harmonised approaches across the wider region, e.g. through the Mekong River
Commission and the Association of Southeast Asian Nations (ASEAN).

The declaration concludes with a commitment to implement the government’s national
action plan on harmonisation and alignment and to monitor progress in implementing the
plan twice a year, through the consultative group. Both the government and donors commit
to reforms to foster greater transparency and accountability.
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strengthened and expanded. However, one
bilateral donor noted that: “Despite the consid-
erable co-ordination efforts by the CDC, there
is still a long way to go in Cambodia with the
development of the government’s harmonisa-
tion agenda.”

Another bilateral donor noted that, while it
subscribes to the NPRS, “it was written by the

While a donor harmonisation process exists,
meetings tend to be called by the donors them-
selves rather than the government. The process
is somewhat informal at present (see Table 4.1
— Indicator 2), with donors reporting that the
government is yet to establish a formalised pro-
cess of consultation and harmonisation (though
the government has formally identified the

World Bank without the participation of CDC as its contact point). The lack of a formal

. . rocess is attributed to the failure to form a
Cambodian nationals” (see Box 4.2). p

government following the July 2003 elections.
Some improvements in donor co-ordination
are reported to have been achieved since the
government has taken the lead. In addition to
the establishment of the inter-ministerial steering
committee in 2001, a government-donor part-
nership working group was established in late
2002 in response to a government proposal at
the consultative group meeting in June 2002.

I ——
Is government co-ordinating aid? TABLE 4.1

INDICATOR 2
Is there a formalised process for dialogue?  YES

YES
YES!

Is government proactive?
Is government in the driving seat?

Do donors’ rules support harmonisation?  YES

57 %

% of donors who take part in co-ordination

Building government ownership in Cambodia — BOX 4.2
a case study from the PRSP Monitoring and Synthesis Project

Cambodia completed its full PRSP in December 2002. A Joint Staff Assessment was completed
on 23 January 2003 and it went to the Boards in February 2003. One of the main issues for
governmental ownership of the PRS process in Asia is the tensions between the Ministry of
Planning (MoP) and the Ministry of Economy and Finance (MEF) (often linked to control of
separate development and recurrent budgets). This issue is evident in Cambodia where the
poverty-reduction strategy (PRS) was formulated by an inter-ministerial group under the chair
of the Ministry of Planning. Initially, the MEF was not centrally engaged with the PRS process
which was partly due to the inter-ministerial approach of the PRS process being somewhat
at odds with their usual way of budgeting. The MEF tends not to include the MoP in its work,
although it is now showing more interest in the PRS process and is engaging with the inter-
ministerial group. The engagement of all the key central ministries is particularly important
for linking the PRS with the budget. Although the medium-term expenditure framework
tries to link the budget and the PRS process, at present it is not doing so. According to the
NGO Forum in Cambodia, the PRS process has been notable for its inclusion of government
officials in the process of preparing sectoral matrices. However, the NGO Forum also notes
that those working on sectoral plans in line ministries were generally different than those in
line ministry PRS teams. Outside the sectoral ministries, there has been minimal engagement
in the PRS process by politicians. The National Assembly did not attend the first public
event on the PRS despite having been invited and the PRS was not debated in the National
Assembly. This is in direct contrast to the experience with the pre-existing national plan, the
Social and Economic Development Plan, which was debated in the National Assembly.
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CAPACITY DEVELOPMENT

Indicator 3 invited respondents to identify areas
where additional efforts in capacity develop-
ment might be required (see Table 4.2 —
Indicator 3). Weaknesses have been identified
in public financial management, budget formu-
lation, execution, reporting and review, and aid
co-ordination; each weakness is being
addressed, but the level of support does not
seem to be high enough. A technical co-opera-
tion project to strengthen the government’s
overall capacity in a number of areas, including
the formulation and implementation of fiscal
and monetary policies and the management of

TABLE 4.2
INDICATOR 3

Capacity development

> Have weaknesses been identified?

In public financial management YES!

In budget planning and execution ~ YES!

In co-ordination of aid YES!
> Are weaknesses being addressed?

In public financial management YES!

In budget planning and execution ~ YES!

In co-ordination of aid YES!
> Is the level of support appropriate?

In public financial management YES

In budget planning and execution ~ YES
In co-ordination of aid YES

FIGURE 4.2
INDICATOR 4

Do donors rely on the PRS when programming
official development assistance?

YES (100%)

90
80
70
60
50
40
30

20

NO (0%)
0 YES! YES NO NO!

public finances, is due to end in 2004. A new
public financial management programme was
launched by the RGC on 5 December 2004,
and a number of donors have indicated a will-
ingness to support it. A number of measures
have been set out and implemented to
strengthen the economic and public financial
management while establishing good gover-
nance systems, including: () macroeconomic
policy framework management; (i7) improving
the budget system and public procurement;
(#11) modernising the tax system; (7) improving
the public accounting system; (v) developing
the audit system and inspection; (v7) privatising
public enterprises; and (vii) strengthening state
property management.

I ALIGNMENT

RELIANCE ON PARTNERS’ NATIONAL
DEVELOPMENT STRATEGIES

In 2002 the National Assembly adopted the
SEDP-II and the NPRS, the government’s first
full PRSP prepared with stakeholder participa-
tion, was finalised in February 2003.

Both donors and the government recognise
that although the national development strate-
gies are clearly set out, they are not fully opera-
tional (see Figure 4.2 — Indicator 4). Donors
state that greater prioritisation and a stream-
lining of quantitative indicators at the sector
level is required. A medium-term expenditure
framework (MTEF) has been established in
some key sectors, though its linkage to budget
execution remains limited.

One donor’s comment, which is representative
of many others, is “... since the NPRS does not
clearly prioritise among sectors or reforms in
need of support, the strategy offers too little
guidance for programming purposes.”

The first NPRS annual progress report, which
documented the progress in implementing the
NPRS in 2002-03, was approved by the Council
of Ministers on 6 August 2004. Its coverage is
limited to key priority areas (e.g. rural and agri-
cultural development, education, health, and
road infrastructure). It also attempts to recon-
cile the MDGs and the NPRS for 2005.
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Is budget support predictable and aligned?

Are budget support donors making: YES!

» multi-annual commitments? World Bank

» timely commitments?

» timely disbursements? United Nations

BUDGET SUPPORT

Experimentation of the use of budget support
as a delivery mechanism has been limited to
date. In some instances, support is delivered
outside government systems. For example,
UNICEF believes that the government systems
provide insufficient safeguards. In most cases
where budget support was delivered, disburse-
ments were contingent on performance indica-
tors such as the timing of policy reforms, rather
than being aligned with the government
budget cycle (see Table 4.3 — Indicator 5).

PROJECT SUPPORT

Indicator 6 measures the degree to which
donors rely on partners’ systems
providing project support (see Figure 4.3 —
Indicator 6). Cambodian government systems
are relied on less often by donors than those of

when

most other partner countries surveyed.

The government is reported to have limited
reliable procurement procedures and most
donors consequently use their own procure-
ment systems. The ADB is assisting the govern-
ment with the harmonisation of local competitive
bidding for use on both ADB and World Bank
projects. At present, only one of the World
Bank’s 17 projects uses national procurement
systems and procedures.

YES NO NO!
Sweden Germany
ADB New Zealand
United Nations
ADB Sweden
United Nations World Bank
Sweden Germany
ADB
World Bank

TABLE 4.3
INDICATOR 5

Use of partner country systems

Procurement 12% I
Monitoring and o
evaluation Ui
Disbursement 11% I
Reporting = 8% I
Audit 6% I

Average value
in the 14 countries 10 20 80 40

In 1996, the ADB assisted the government in
drafting a project accounting manual, which
was adopted by the government for use for all
ADB-financed projects. This manual details the
ADB procedures and approvals for disburse-
ments and is being harmonised so that it can
be used by the World Bank as well.

To date, there is no clear structure within the
Ministry of Economy and Finance (MEF) for
reporting on loans, projects and technical assis-
tance financing. The
provided by ADB on harmonisation will attempt
to put a tracking mechanism in place, whereby
the MEF will be able to monitor contract awards
and disbursements.

technical assistance

There is no mechanism within line ministries to
undertake monitoring and evaluation. Under
some donor-financed projects, responsibility
for monitoring and evaluation is located within
the project implementation units — with limited
success. UNICEF is using government systems

FIGURE 4.3
INDICATOR 6
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for the monitoring of sectoral performance, e.g. net
enrolment rates and immunisation coverage,
and is also providing capacity building for
monitoring through the DevInfo application.

Under Cambodian legislation, line ministries are
required to establish an internal audit function;
however, most are still to do so, with the MEF
and Ministry of Education being two excep-
tions. Government audit systems are generally
recognised to be weak.

SECTOR SUPPORT
Health sector

A clear health sector policy exists which
includes a MTEF, although donors consider it
to be insufficiently comprehensive. There is a
mechanism for donor co-ordination, with 82%
of donors participating in it. A sector perfor-
mance-management system (PMS) also exists
and is currently being improved to make it
more comprehensive. The consensus view of
the donor community is that financial manage-
ment needs strengthening in order to further
advance the harmonisation agenda.

Education sector

The education sector is supported by 50% of
donors. A clear government sector policy is in
place, and relied upon by 67% of donors active
in the sector. Another donor (the Food and Ag-
ricultural Organization [FAO]D comments that
the government’s policies and strategies are in-
sufficiently clear for the donors to be able to
rely upon them. The survey shows that 78% of
donors participate in the formalised sector do-
nor co-ordination process.

Water sector

A water sector policy is under preparation, but
it is yet to be implemented. Donor co-ordina-
tion processes are currently also under devel-
opment. There is no sector PMS and both do-
nors and the government believe that, in the
water sector, little progress is being made
towards harmonisation at this time.

Transport sector

A transport/road sector policy has been drafted,
but it is yet to be adopted by the government.
Japan is leading a donor co-ordination process,
but the only other donor participating is the
ADB. Both the government and donors recog-
nise there is little existence of any PMS and no
MTEF. The donor view is that little progress is
being made towards harmonisation in the
transport sector.

Rural development

The government recognises agriculture and ru-
ral development as two of its four priority sec-
tors for government spending; however, nei-
ther the Ministry of Agriculture, Forestry and
Fisheries, nor the Ministry of Rural Develop-
ment has a MTEF and the FAO comments that
“there is no coherence between the official pri-
ority given to this sector and the government’s
commitment and public investment for the sec-
tor.” The survey shows that 73% of donors reg-
ularly participate in sector co-ordination meet-
ings, and Australia is currently engaged in
formalising the donor co-ordination process.
The donor view is that there is currently no
agreed process for moving towards harmon-
ised systems in place.

Other sectors

Other sectors enjoying donor support include
the financial sector (particularly, the develop-
ment of legal frameworks and the banking
reform), power, decentralisation, local gover-
nance, democracy, public administration reform
and de-mining. The government draws atten-
tion to the development of formalised donor
co-ordination processes in local governance,
land management and public financial man-
agement. It was noted that the Ministry of
Women and Veteran Affairs has recently imple-
mented an MTEF.
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Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

I HARMONISATION

The government is committed to the harmoni-
sation agenda and is taking the lead on the
partnership working group. It has prepared a
full NPRS with stakeholder participation but
greater prioritisation and a streamlining of indi-
cators at sectoral levels is still required. There
has been increased collaboration between
donors and many major donors have been
collaborating to produce joint operational
procedures. However, despite considerable
efforts by the CDC, there is still much to be done
to develop the government’s harmonisation
agenda. While a process exists, the initiative is often
taken by the donors rather than the government.

According to the aid harmonisation Web site,

since 1999 (the first full year of peace in 30 years

in Cambodia), seven sector-specific harmonisation

working groups have been formed:

B Forestry/Natural Resources.

B Demobilisation (which stopped meeting
once its programme became operational).

B Public Administration.

Fiscal Reform.

B Social Sectors (containing a number
of sectoral subgroups).

B Governance.

B Government-Donor Partnership

Working Group.

Health  Education = Water  Transport Agriculture
YES! YES! YES! NO YES
YES! YES! YES NO NO

YES YES NO! NO! NO!
YES! YES! NO N/A YES
YES YES NO! NO! NO!
YES YES NO! NO! NO!
YES! YES! YES! YES YES!
NO NO NO NO YES!
NO NO NO NO NO

The site notes that:

The implementation of common
arrangements requires capacity at national
and decentralised areas as well as internal
government co-operation to develop and
communicate the priorities around which
donors can align. The indications are that
progress is being made, but that there is
considerable progress still to be made.

The volume of donor missions to the
country may be indicative of the level of
assessment and diagnostic work that the
donors consider necessary prior to any
further development and implementation
of common arrangements. This inevitably
creates additional burdens for the country
offices, as well as competing priorities. It
also impacts on government capacity.

TABLE 4.4
INDICATOR 8
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TABLE 4.5 Are donors streamlining conditionality?
INDICATOR 7
Direct budget support YES!
Health sector NO!
Education sector NO!
Water sector NO!
Transport/road sector NO!
Rural development agriculture NO!

TABLE 4.6 Who is delegating co-operation?
INDICATOR 9
YES! YES NO NO!
United IMF Australia
Kingdom Canada
ADB Denmark
United France
Nations Germany
World Bank Japan
New Zealand
Sweden

United States

FIGURE 4.4
INDICATOR 10

Number of donor missions: 309
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STREAMLINING CONDITIONALITY

Indicator 7 looks at the extent to which donors
have streamlined conditionality when providing
development assistance in a number of specific
areas (e.g. budget support, sector level). The
survey shows that concerning budget support,
the International Monetary Fund (IMF) and the
World Bank have established a common docu-
ment concerning conditionality. There appear
to be no such arrangements with regard to
support for specific sectors (see Table 4.5).

DELEGATED CO-OPERATION

Indicator 9 shows that 29% of donors in
Cambodia claim to be party to an agreement to
perform tasks on behalf of other donors (see
Table 4.6). The FAO for example isimplementing
technical assistance projects financed by other
donors.

DONOR FIELD MISSIONS

More than 300 missions were reported in 2003
(See Figure 4.4 — Indicator 10). Seven organisa-
tions (the World Health Organization [WHO],
ADB, Japan, UNICEF, World Bank, UNESCO,
and Australia) accounted for 89% of the total
number of missions. Around 10% of all missions
were undertaken jointly.

STREAMLINING DIAGNOSTIC REVIEWS

In 2003, the ADB, World Bank and IMF, with
significant contributions from the UK Depart-
ment for International Development (DFID),
International Labour Organization (ILO), Swedish
International Development Cooperation Agen-
cy (Sida), UNDP and WHO, finalised a joint
integrated fiduciary assessment and public ex-
penditure review (IFAPER). Five other reviews
were undertaken jointly between 2001 and
2003 (see Table 4.7).
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DISCLOSING INFORMATION

A critical dimension of the harmonisation and
alignment agenda is donors’ ability to share
information on aid flows (Indicator 12 — Table
not presented) and analytic work (see Table 4.8
— Indicator 13).

The government and donors have agreed on
procedures for notifying disbursements in the
health and education sectors and for budget
support. The CDC requests that donor informa-
tion includes the actual and further year’s
planned disbursements.

Donors use a variety of methods for sharing
analytical work. For example, they use the
country analytic Web site (Canada), the UN
Cambodia homepage (the FAO and UNDP) or
otherwise circulate information by e-mail/hard
copy through established in-country networks
(Australia, New Zealand, United Kingdom).

Are diagnostic reviews being streamlined? TABLE 4.7
INDICATOR 11
Diagnostic reviews Was it undertaken
(2001-03) jointly?
CFAA YES
PER YES
CPAR NO
HIPC Tracking Assessment YES
EACFM YES
Gender Assessment YES

Who is sharing country analytic work? TABLE 4.8
INDICATOR 13
NES! YES NO NO!
Denmark Australia Japan France
ADB New Zealand  Sweden Germany
IMF United Sweden
World Bank  Kingdom
United
Nations
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ACRONYMS

ADB Asian Development Bank

CDC Council for the Development of Cambodia
CFAA Country financial accountability assessment
CPAR Country procurement assessment report

EACFM Ex ante assessment of country financial management (European Commission)

DFID Department for International Development (United Kingdom)
FAO Food and Agricultural Organization

HIPC Heavily indebted poor countries

ILO International Labour Organization

IMF International Monetary Fund

MDG Millennium Development Goal

MEF Ministry of Economy and Finance

MTEF Medium-term expenditure framework

NPRS National poverty reduction strategy

PER Public expenditure review

PMS Performance-management system

PRS Poverty reduction strategy

PRSP Poverty reduction strategy paper

RGC Royal Government of Cambodia

SEDP-II Second Socio-Economic Development Plan (Cambodia)
Sida Swedish International Development Cooperation Agency
UN United Nations

UNDP United Nations Development Programme

UNESCO  United Nations Educational, Scientific and Cultural Organization
UNICEF  United Nations Children’s Fund

USAID United States Agency for International Development

WHO World Health Organization
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The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

armonisation has been high on the Ethiopian government’s agenda since

2002 and has been given broad public support by donors. Structures are

now in place to support implementation, including a stronger process for
government-donor dialogue and an active joint harmonisation “think-tank” task
force. Real progress is being made in harmonising budget support around the
government’s financial calendar and a common matrix of indicators. But the gov-
ernment and donors now need to move from statements of intent to action. Indeed,
it is only recently that the government released a detailed action plan for harmoni-
sation; and many donors (especially non-budget-support donors) have done little
in practice to harmonise their own country programmes. Unless the process is acceler-
ated, which may require both government and donor representatives (including the
United Nations [UN)]) to play a greater role, there is a risk that the initial momentum
behind harmonisation could be slowed, or lost.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

It is generally agreed that there is a need for greater harmonisation and alignment
in Ethiopia. A joint government-donor harmonisation action was officially presented
to donors during the third High-level forum between the government and the donor
FIGURE 5.1 community in May 2004 (for more

INDICATOR 1 the High-level
W forum, see chapter 1- Box 1.1).
re conors supporuve of the governments The plan is being discussed and is

harmonisation agenda?

expected to be officially launched
in early 2005. Critical indicators of
progress made on harmonisation
could be whether this plan is effec-
refined and

information on

100 YES (95 %)

80
tively monitored,

amended so as to capture lessons
60 learned as well as emerging good
practice. According to the results of
the 2004 Survey on Harmonisation
and Alignment, 95% of donors
support the government of
Ethiopia’s agenda (see Figure 5.1 —
Indicator 1).
NO (5%)
00/0
NO!

YES!

YES

NO
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TABLE 5.1
INDICATOR 2

Is government co-ordinating aid?

Is there a formalised process for dialogue?  YES!

Is government proactive? YES
Is government in the driving seat? YES!
Do donors’ rules support harmonisation? NO

68%

% of donors who take part in co-ordination

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

A formalised process exists for overall co-ordi-
nation and policy dialogue, although it does
not cover every sector. The government openly
challenges donors to abide by its policies and
to commit a greater proportion of official devel-
opment assistance as budget support. It expects
it will be easier to take a proactive approach in
promoting the broader harmonisation agenda
once a memorandum of understanding (MoU)
has been agreed. This MoU will form part of
the harmonisation action plan that will estab-
lish the “rules of the game”. However, one
donor notes that the draft MoU places insuffi-
cient burdens on signatories. As articulated in
its response to the survey, the government
view is that at this stage donor practices remain
unreformed.

A July 2004 Ministry of Foreign Affairs press

release stated that:
At this crucial moment when Ethiopia
is striving to implement the poverty-
reduction strategy, it is essential that the
government and the donors co-ordinate
their efforts for efficient management of
resources. In this regard the government
has shown its willingness to make a
commitment to avoid waste and to
maintain transparency and accountability
in its financial system. On the other
hand, it requires an improvement in aid
modalities from the donor community.

One bilateral donor commented that there are
“strong voices from the MOFED (Ministry of Finance
and Economic Development) on harmonisation,
but uptake across the line ministries has been
patchy at best”.

The principal mechanism of donor co-ordination
is the Development Assistance Group (DAG),
co-chaired by the United Nations Development
Programme (UNDP) and the World Bank. Sup-
port to the sustainable development and pov-
erty-reduction paper (SDPRP), in the form of
strategic support for implementation and strate-
gic studies, is co-ordinated through this frame-
work and it also provides a forum for informa-
tion sharing and arranging multi-donor reviews
and joint missions. Other joint government-do-
nor groups are also being established to facilitate
better co-ordination (see Table 5.1 — Indicator 2).

CAPACITY DEVELOPMENT

In 2003, the donor membership in the harmon-
isation task force (which is government-led)
was Japan, the European Commission, and the
UK Department for International Development
(DFID). Since early 2004, the membership has
grown to Canada, Sweden, Ireland, and the US
Agency for International Development (USAID).
Both the UNDP and the World Bank have facil-
itator roles. Membership is on a rotational basis
and several other donors are interested in the
harmonisation agenda. Weaknesses in govern-
ment capacity to manage aid have been identi-
fied in public financial management and
procurement, budget formulation, execution,
reporting and review and, to a lesser extent,
aid co-ordination (see Table 5.2 — Indicator 3).
In each of these areas, improvements have been
made to systems and processes over the last
years are being
addressed. In the area of financial management,

several and weaknesses
for example, several initiatives (including the
public sector capacity building programme
[PSCAP)) are addressing weaknesses. The Board
of the World Bank recently approved its contri-
bution to the PSCAP (the Bank will contribute
USD 100 million of the total programme value of
USD 400 million) and other donors are currently
going through their own agency approval
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processes. However, there is a recognition that
these programmes may need to address broader
and/or deeper issues. It will also be important
to measure the impact of such programmes.

The government feels that the level of support
available for capacity building does not match
its needs, and that there is still much work to
be done to enhance its capacity. The MOFED
recently requested that donors finance large-
scale in-house technical assistance for harmon-
isation support.

There do not appear currently to be any plans
to address capacity weaknesses in aid co-ordi-
nation, other than through the Aid Manage-
ment Platform (see Box 1.6 in Chapter 1).

I ALIGNMENT

RELIANCE ON PARTNERS” NATIONAL
DEVELOPMENT STRATEGIES

Ethiopia’s national development framework
(equivalent to a poverty-reduction strategy paper)
is called the sustainable development and poverty-
reduction paper. It provides a shared platform
which aims to achieve accelerated growth to ad-
dress poverty and food insecurity problems
and to reach the Millennium Development Goals.
Strategies are clearly stated and a national
process is in place for reviewing annual progress
in implementing the plan.

Of those donors surveyed, 75% (representing
some 78% of gross official development assis-
tance to Ethiopia) claimed to rely on the SDPRP
to programme their development assistance
(see Figure 5.2 — Indicator 4). However, one
donor notes that probably all of them allocate
priorities to sectors or themes different from
those stipulated in the SDPRP. Furthermore,
not all donors support all areas covered by the
plan. To give two examples: while one bilateral
donor’s support is targeted at areas covered by
the SDPRP, it places more emphasis upon
democracy, human rights, civil society co-oper-
ation and gender issues; and while another’s
country assistance plan is based entirely upon
the SDPRP, it does not support all of the activities
proposed in that framework (e.g. resettlement).

Capacity development

» Have weaknesses been identified?
YES!
In budget planning and execution ~ YES

In public financial management

In co-ordination of aid NO

» Are weaknesses being addressed?

YES!
YES!
YES!

In public financial management
In budget planning and execution
In co-ordination of aid

» Is the level of support appropriate?
In public financial management NO
In budget planning and execution NO
In co-ordination of aid NO

TABLE 5.2
INDICATOR 3

Do donors rely on the PRS when programming
official development assistance?

0 YES (100%)

90
80
70
60
50
40
30
20
10

NO (0%)
0 YES! YES NO NO!

The extent to which the SDPRP annual prog-
ress report (APR) influences donors’ resource-
allocation decisions varies considerably by
donor, with some donors claiming to be re-
sponsive to it and others pointing to constraints
caused by multi-annual funding plans that they
have already agreed. The first APR in Ethiopia
was produced in December 2003. The com-
mon donor view is that, while the production
of the report represented progress per se, its
quality and the consultative process surround-
ing its production were both too poor for the
APR to influence resource-allocation decisions.
Lessons were learned from the process by all
concerned and a more substantive APR is
anticipated for 2004.

FIGURE 5.2
INDICATOR 4
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BUDGET SUPPORT

Several donors are preparing to make multi-
annual budget support commitments, partly
because their budget support programmes in
Ethiopia are in their infancy and have only just
been, or are about to be, piloted.

Ethiopia is one of the three countries partici-
pating in an International Monetary Fund (IMF)
pilot project which aims to establish a conceptual
framework in order to align budget support
assistance with the implementation of coun-
tries” poverty-reduction strategies. Alignment of
budget support disbursements with the SDPRP

A MoU that will establish a common relation-
ship between budget support donors and the
government is being prepared. The govern-
ment and all donors have endorsed a common
SDPRP policy matrix. While it is acknowledged
that performance toward agreed targets in the
health, education, water and transport sectors
could influence budget support flows, it is not
explicitly stated under which circumstances
reductions or suspensions of disbursements
may occur. One bilateral donor comments that:

... as the MoU develops, it is probable

that it will be a bit more specific about

what the red lines are for disbursements;

annual review and budget cycle was expected
to be achieved by June 2004.

they are likely to be related to macroeco-
nomic stability and public expenditure
management (including public financial
management and pro -poor spending).

BOX 5.1 How budget support donors made disbursement decisions in 2004/2005

DONOR CRITERIA

World Bank 11 prior conditions.

Germany 11 prior conditions.

European Fixed tranche disbursement — Poverty-reduction growth facility (PRGF)
Commission on track, plus a qualitative judgement on APR and dialogue.

Variable tranche disbursement — 12 indicators.

Core criteria: PRGF and poverty-reduction support credit (PRSC) on track,
plus a qualitative judgement on the APR, especially in the areas of human
rights, governance and public financial management.

Subsidiary criteria: 12 indicators.

Sweden

Ireland Core criteria: Qualitative judgement on the APR, including a focus on the

area of democratic governance.
Subsidiary criteria: 7 indicators, monitored with interest, but not conditions
to disbursement.

Canada Core criteria: Stable macroeconomic framework and qualitative
judgement on the APR, with particular focus on food security/agriculture
and governance/capacity building.

Subsidiary criteria: Approximately 6 indicators, monitored with interest,

but not strict triggers for disbursement.

United
Kingdom

Core criteria: Public expenditure and public financial management indicators,
macroeconomic framework on track and qualitative judgement on APR

Subsidiary criteria: 4 indicators, monitored with interest, but not conditions
to disbursement.

IMF Qualitative judgement on APR, plus prior actions to be confirmed.
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Is budget support predictable and aligned?

Are budget support donors making: YES!

» multi-annual commitments? Germany
AfDB
European
Commission
World Bank

» timely commitments? Germany
European
Commission
World Bank
» timely disbursements? Germany
Ireland
Japan

United Kingdom

European
Commission

World Bank

The development of a common framework for
budget support provides the context for
streamlining conditionality, reducing reporting
requirements and parallel missions. Donor
disbursement conditions are based on the
policy matrix and the European Commission
has designed its budget support operation
explicitly around specific indicators within the
indicator matrix and the APR process. There is
the risk that the matrix becomes unwieldy:
donors have suggested the inclusion of around
200 indicators. Thus, the budget support donors
have agreed a reduced matrix of headline indi-
cators with the government, but there is still an
understanding that progress on the SDPRP as a
whole (i.e. the full matrix) is the basis for
support. Indeed, the joint budget support
mission in the third quarter of 2004 used the
full matrix as the basis for discussions.

Good co-operation between budget support and
non-budget-support donors was reported during
discussions around the SDPRP indicator matrix.
Joint donor comments were made on the devel-
opment of the indicator matrix, via the DAG. This
is seen as a way of avoiding the development of
a two-tier system among donors, which several
explicitly warn against.

TABLE 5.3
INDICATOR 5
YES NO NO!
Belgium Netherlands IMF
Canada Sweden
Ireland United Nations
Japan
United Kingdom
Japan Ireland
United Kingdom Sweden
AfDB
IMF
AfDB
IMF
Use of partner country systems FIGURE 5.3
INDICATOR 6

Procurement

Disbursement

Monitoring and - I
evaluation

Reporting

Average value 0 10 20 30 40
in the 14 countries

See Box 5.1 for a review of how budget support
donors made disbursement decisions in 2004/2005
and Table 5.3 (Indicator 5) for a summary of the
extent to which budget support is predictable
and aligned with government procedures in
Ethiopia, as measured by the 2004 survey.

PROJECT SUPPORT

Indicator 6 measures the degree to which
donors rely on partners’
providing project support. In comparison with

systems when
other countries surveyed, Ethiopian govern-
ment systems were used less than average (see
Figure 5.3).
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Further monitoring and measuring will be
required to objectively verify the extent to
which the national systems are actually used,
as well as areas where capacity is weak or fidu-
ciary risk is high, or where donor support is
being provided to strengthen capacity (and if so,
the extent to which donors are co-ordinating
their support.)

A July 2004 government press release

commented that:
If Ethiopia is to conduct effective planning,
aid co-ordination and management, donor
procedures need to be integrated into the
government system. It is believed that
rather than creating a parallel system for
foreign assistance, development partners
should adjust more to local procedures and
where necessary help Ethiopia to bring its
procedures up to international standards.

One bilateral donor, while endorsing the govern-
ment’s statement about donors needing to align
with its systems, comments that donors are:

... not getting a clear, strong message
from the government about when in the
calendar budget support contributions are
needed in order to be reflected in regional
allocations.

—..]

Recent discussions on the JBAR (Joint
Budget and Aid Review) and budget
support MoU are encouraging in this
respect — for the first time we have a clear
idea that indicative commitments are
needed in October, firm commitments
after the APR.

SECTOR SUPPORT
Health sector

Most donor respondents are active in the health
sector to some degree. Some target their assis-
tance to specific areas, e.g. the United Kingdom
in HIV/AIDs and emergency response, and
France supporting non-governmental organisa-
tion (NGO) projects in two specific regions.
The survey shows that 69% of donors rely on
the government’s sector policy in planning
their assistance. Little donor activity is inte-
grated into the medium-term expenditure
framework (MTEF), with only four donors
(Austria, Belgium, Ireland and Italy) having
significant proportions of their sector support
in the MTEF. One bilateral donor comments
that the MTEF is not yet fully operational.
Problems of predictability of aid flows and
timely release of funds are reported. A signifi-
cant percentage (75%) of donors claim to both
participate in formalised processes of co-ordi-
nation and to rely on government performance-
monitoring systems. Some poolingarrangements
for technical assistance exist.

A revised programme implementation manual
which tackles some harmonisation issues is
under development. The government considers
that it exercises an appropriate level of authority
in implementing health sector policy.

Education sector

A clear policy is stated in the education sector
and over 80% of donors claim to rely on it in
programming their assistance. As with the
health sector MTEF, some donors comment
that it is not yet fully operational. More than
75% of donors participate in a formalised
process of donor co-ordination in the sector
and use government performance-monitoring
systems. A revised programme implementation
manual is under development, which will
consider harmonisation issues.

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005



ETHIOPIA

Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

Water sector

The Water Sector Development Programme
was formulated in 2002 and systems around fit,
such as formalised dialogue mechanisms and
performance-monitoring systems, are currently
under development. A government-donor wa-
ter sector dialogue has been established and is
attempting to reach agreement on sector
harmonisation issues. At the present time, neg-
ligible donor support is integrated in the sector
MTEF and, compared with other sectors, donor
co-ordination and harmonisation issues are in
their infancy.

Transport sector

The government has a clear roads sector policy,
with established donor co-ordination processes,
performance-management systems and agreed
processes for moving towards greater harmoni-
sation. Approximately 60% of donor respon-
dents are active in the sector. Most of them
participate in the formal co-ordination process,
and all follow the national strategy.

Health  Education = Water  Transport Agriculture
YES! YES! NO YES! N/A
YES! YES! YES! YES! N/A
YES YES YES YES YES
YES! YES! YES YES! N/A
YES! YES! YES YES! NO
YES YES NO YES! N/A
YES YES! YES YES YES
NO NO NO! NO YES
YES YES NO NO NO

Rural development

All donor respondents are active in the agri-
culture and rural development sector to some
extent. Most action to date has focused on food
security for the most vulnerable part of the
population. Sector or sub-sector investment
programmes have not been developed for
higher potential agricultural and rural economic
growth. A National Food Security Steering Com-
mittee is in place, involving some major donors.
A Food Security Monitoring and Evaluation Plan
is being developed by the Ministry of Agricul-
ture and Rural Development, in consultation
with donors.

Other sectors

Other sectors and themes receiving support from
multiple donors include private sector develop-
ment, governance, capacity building and gender.
An example is PSCAP, the multi-sector, multi-
donor programme designed to meet capacity-
building needs to implement poverty-reduction
strategies in a decentralised public service structure.

One bilateral donor comments that while it is
true that the government has taken the lead in
the development of sector strategies, line ministries
have failed to show the same drive in pushing
donors towards more harmonised financing
mechanisms for those sectors. The donor see
this as the key barrier to greater alignment and
common financing mechanisms at the sector level.

TABLE 5.4

INDICATOR 8
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TABLE 5.5 Are donors streamlining conditionality?

INDICATOR 7
Direct budget support NO
Health sector NO
Education sector NO
Water sector NO
Transport/road sector NO
Rural development agriculture NO!

TABLE 5.6 Who is delegating co-operation?
INDICATOR 9
YES! YES NO NO!
Austria Germany Canada
Ireland Italy Finland
United Japan France
Kingdom Greece
United States Netherlands
IMF Norway
United Sweden
Nations AfDB
World Bank European
Commission
FIGURE 5.4 Number of donor missions: 214
INDICATOR 10
USAID
World Bank
European
Commission
Italy 19
AfDB 16
Ireland 16
Sida 12
CIDA - 8 [ Missions

. Joint

Austria 1] 7
Japan - 7
Netherlands [JJi 7
orD |1 7
Norway - 7

0

10 20 30 40 50

I HARMONISATION
STREAMLINING CONDITIONALITY

Indicator 7 looks at the extent to which donors
have streamlined conditionality when providing
development assistance in a number of specific
areas (e.g. budget support, sector level). Re-
sponses suggest that streamlining to date has
been poor (see Table 5.5).

DELEGATED CO-OPERATION

The survey shows that 37% of donors are party
to such an agreement and perform tasks on
behalf of other donors (see Table 5.6). Examples
include Ttalian delegation of tasks such as
procurement, disbursement and monitoring
and evaluation to multilateral agencies such as
the World Bank and the UN system in some
circumstances and the Japanese co-operation

with USAID in the context of HIV/AIDS
programmes.
DONOR FIELD MISSIONS

Donors reported approximately 200 donor
missions to Ethiopia in 2003, of which approxi-
mately 20% involved more than one agency
(see Figure 5.4).

One bilateral donor noted that there is a need
to identify some relatively “quick wins” if the
government and donors are to stay fully en-
gaged in the harmonisation agenda and sug-
gests that one such “win” might be for the
government to request a “quiet period” of three
months during every year in which they would
not meet with international missions.
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STREAMLINING DIAGNOSTIC REVIEWS

Four diagnostic tools were deployed by joint
donor teams, all of which were undertaken
jointly (see Table 5.7). There is now a focus on
capacity building to support the CFAA out-
comes as part of an integrated CFAA/CPAR ac-
tion plan. With alternative and combined tools
being piloted, including those in initiatives such
as public expenditure and financial account-
ability (PEFA), there will be a need to ensure
that appropriate monitoring arrangements are
in place.

DISCLOSING INFORMATION

A critical dimension of the harmonisation and
alignment agenda is donors’ ability to share
information on aid flows (Indicator 12 - Table
not presented) and analytic work (Indicator 13).

In terms of arrangements for donor notification
of disbursements, a financial calendar is in
place and systems have been defined in the
programme implementation manuals devel-
oped for some sectors. However, despite this,
deviations from the plans remain common. Of
donors who responded to the survey, 55%
claim to notify the government on indicative
disbursements it plans to release over at least a
three-year period. Donors who answered with
qualified responses included: one bilateral
donor which signed an indicative five-year
programme but later decided not to implement
it fully; several whose programmes are new
and so have not yet had the opportunity to
provide such notification; some who advise on
disbursements on a yearly basis; and one which
claimed only to specify high-level policy direc-
tions, rather than specific project or programme
disbursements.

Are diagnostic reviews being streamlined?

Diagnostic reviews Was it undertaken

(2001-03) jointly?
CFAA YES
PER YES
CPAR YES
HIPC YES

TABLE 5.7
INDICATOR 11

Who is sharing country analytic work?

YES! YES NO NO!
Austria Belgium Greece Finland
Canada United Ireland France

AfDB Nations Japan Germany
IMF Sweden Italy
World Bank Netherlands

Norway
United
Kingdom
European
Commission

45% of the donors claim to provide compre-
hensive and regular information about in-
country disbursements, with 50% claiming to do
so but with a caveat. Frustration is expressed
by several donors regarding the lack of a clear
reporting format. Other caveats provided
include the fact that timing has slipped, that
reports are insufficiently comprehensive, and
that information is provided on all accrued
mission expenditures — not all of which relate
to in-country expenditure.

The great majority of the donors reported that
they do not regularly share information on their
country analytic work on the country analytic
Web site (Indicator 13 — Table 5.8). Several
respondents drew reference to the fact that,
while analytical work may not be posted on
the Web site, they still shared it with the govern-
ment and other donors — either through country
strategy plans, the DAG, directly, or upon
request. Several donors have undertaken to use
the country analytic Web site in the future.

TABLE 5.8
INDICATOR 13
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ACRONYMS

AfDB  African Development Bank

APR  Annual progress report

CFAA  Country financial accountability assessment
CIDA  Canadian International Development Agency
CPAR  Country procurement assessment report
DAG  Development Assistance Group (Ethiopia)
DFID  Department for International Development (United Kingdom)
HIPC  Heavily indebted poor countries

IMF International Monetary Fund

MoU  Memorandum of understanding

MOFED Ministry of Finance and Economic Development (Ethiopia)

MTEF
PEFA
PER
PSCBP
SDPRP
Sida
UN
UNDP
USAID
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Medium-term expenditure framework

Public Expenditure and Financial Accountability

Public expenditure review

Public sector capacity building programme (Ethiopia)
Sustainable development and poverty reduction paper (Ethiopia)
Swedish International Development Cooperation Agency
United Nations

United Nations Development Programme

United States Agency for International Development
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The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

iji has a small donor community and significant progress has recently been

accomplished. The government presented its strategic development plan

(SDP) to donors in 2003 and, more recently, has laid out an agenda for
harmonisation and alignment. Both are very broadly supported by donors. However,
one of the key messages that came out of recent donor meetings is that the donor
community and the government need to work together towards even greater
alignment and harmonisation. The government believes that an increased awareness
of the harmonisation agenda, particularly for implementing agencies, is necessary
to support national ownership.

It is also recognised that there is a need to establish better links between strategy
and budget, and to reduce the extensive number of indicators and onerous data
collection requirements.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

The government’s seven-point action plan for harmonisation is the key document
for setting the pace and direction of harmonisation and alignment. According to
the results of this survey, all donors support the government of Fiji’s agenda (see
Figure 6.1 — Indicator 1).

FIGURE 6.1

INDICATOR 1

I ——
Are donors supportive of the government’s
harmonisation agenda?

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

The Ministry of Finance (MoF)
chairs the government’s Budget and
Aid Coordinating Committee (BACC)
which leads the co-ordination of
80 donor engagement at the country
level. The BACC meets regularly
and includes relevant donors as

100 YES (100%)

60
needed. Some donors have agreed

to have regular (approximately
40 quarterly) meetings with the

BACC, with more frequent engage-

. ments occurring between donors
and the MoF. The government set
the agenda for the two donor

o harmonisation meetings held in

Fiji, in April 2003 and May 2004.

NO (0%)

0 YES! NO NO!
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TABLE 6.1
INDICATOR 2

Is government co-ordinating aid?

Is there a formalised process for dialogue? YES
Is government proactive? NO
Is government in the driving seat? YES

Do donors’ rules support harmonisation?  YES

100%

% of donors who take part in co-ordination

TABLE 6.2

INDICATOR 3

Capacity development

» Have weaknesses been identified?

In public financial management NO
In budget planning and execution NO
In co-ordination of aid NO

» Are weaknesses being addressed?

In public financial management NO
In budget planning and execution NO
In co-ordination of aid NO

» Is the level of support appropriate?

In public financial management NO!
In budget planning and execution NO!
In co-ordination of aid NO!

The May 2004 harmonisation meeting hosted
by Fiji provided an open update from the gov-
ernment on the extent to which donors have
responded to its harmonisation agenda. The
relatively small number of donors active in Fiji
means that co-ordination is not generally a ma-
jor issue, although problems sometimes do
arise in the co-ordination of non-bilateral aid.
The government believes that an increased
awareness of the harmonisation agenda and in-
stitutional strengthening, particularly for imple-
menting agencies, would greatly enhance the
degree of government ownership. Both donors
and the government are working to this end
(see Table 6.1 — Indicator 2).

CAPACITY DEVELOPMENT

Progress on harmonisation and alignment
needs to be closely articulated with broader
public sector reforms (e.g. financial management
and planning reforms) already in place — and
not be driven in isolation from them or as ends
in themselves.

The MoF has identified capacity building as a
general need. Through the government and
donors’ own training programmes, various
capacity-building activities are taking place, but
neither the needs, nor the activities, have been
articulated in a manner that identifies clear
objectives or priorities. Neither the govern-
ment’s harmonisation action plan, nor its SDP,
detail capacity-building requirements.

Donors and the government agree that current
levels of capacity building are unlikely to meet
all of the government’s needs (see Table 6.2 —
Indicator 3). There is scope for developing a
co-ordinated approach to capacity building
involving government systems and resources,
donors and the private sector.

I ALIGNMENT

RELIANCE ON PARTNERS’ NATIONAL
DEVELOPMENT STRATEGIES

The SDP presented to donors in 2003 identifies
priorities and indicators; however, it requires
further refinement (which is planned following
its 2004 review). The need for better links
between the strategy and the budget, and a
reduction in the extensive number of indica-
tors, with onerous data collection requirements,
is recognised. There is also a need for further
prioritisation of strategies and greater account-
ability. It is envisaged that these objectives will
be realised through stronger linkages with line
ministries’ annual plans; work is underway in
this area.

A mid-term review of the SDP for 2003-05 was
scheduled for August 2004 and was expected
to assess progress made in the implementation
of policies, identification of implementation
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constraints and modification of policy objec-
tives. Donors have indicated that they would
like to be more engaged in the review and
future development of the SDP. The United
Nations Development Programme is providing
assistance with the refinement of the indicators
as part of its support for Fiji’s preparation of its
first Millennium Development Goals report.

Donors reported that they use the SDP to
programme assistance to Fiji (see Figure 6.2 —
Indicator 4), although one multilateral donor
points out that by the time the SDP was
presented to donors, it had already programmed
its assistance through to 2007. Another donor
notes that it would like to see improved
reportingonaidexpectationsanddisbursements.
Donors highlight that the annual progress
review (APR) is currently conducted at the mid-
term point of the SDP timeframe, which is not
frequent enough to effectively guide donor
allocation decisions.

Given that donor numbers are relatively small
and that aid constitutes only around 2% of the
gross domestic product, donor activity does not
cover the entire SDP: it supports only parts of it.

BUDGET SUPPORT

The government reports that only a few donors
have started programming assistance according
to its budget cycle.

Almost no direct budget support is provided by
donors; most aid is provided in the form of
technical assistance. In this respect, alignment
is relevant at the policy level, the broad country
programme level and the sector level to ensure

that the assistance is being provided in line
with the directions of country and sector policies.

Indicator 5 measures the extent to which
budget support is predictable and aligned with
partners’ procedures (see Table 6.3)

Recent research undertaken by the UK
Department for International Development in
its paper on alignment in difficult partnerships

highlights that:

... systems alignment means working to

be compatible with existing administrative
systems such as the national budget and
working through or with them...it does
not necessarily mean putting funds through
these systems to be controlled by authorities.

In Fiji’s case, systems alignment is progressing
in a number of sectors.

Do donors rely on the PRS when programming
official development assistance?

19 YES (100%)

90
80
70
60
50

40

FIGURE 6.2
INDICATOR 4

Is budget support predictable and aligned?
Are budget support donors making: YES!

» multi-annual commitments? AfDB

United Nations

» timely commitments? AfDB

United Nations

» timely disbursements? ADB

United Nations

NO (0%)
0 YES! YES NO NO!
YES NO NO!
New Zealand
European
Commission

New Zealand

TABLE 6.3
INDICATOR 5
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PROJECT SUPPORT

Use of Fijian government systems varies consid-
erably by donor (see Figure 6.3). The United
Nations (UN) and the Asian Development Bank
(ADB) both use government procurement
systems extensively and the UN is working to
improve its efficiency. The Australian Agency
for International Development (AusAID) is
using government procurement systems in the
health and education sectors, and part of its
programme includes efforts to strengthen them.

Australia and the UN also use government
disbursement, reporting and monitoring and
evaluation systems for many of their projects.
One donor notes that the reporting system
requires further development.

FIGURE 6.3
INDICATOR 6

Use of partner country systems

evaluation
o [ |

i Average value 0 10 20 30 40
. inthe 14 countries

The ADB relies on government audit systems
for project audits. Australian cash grants and
trust fund contributions are covered by govern-
ment audit systems but AusAID
programmes rely on AusAID’s own audit proce-

most

dures. The use of external audits is expected to
decrease as the government moves towards
performance-based budgeting.

Only one donor reports using government en-
vironmental impact assessment (EIA) systems.
Another aims to improve them by providing
technical assistance and incorporating environ-
mental objectives into its assistance pro-
grammes, as well as requiring that EIAs be con-
ducted according to international standards as
part of project preparation.

SECTOR SUPPORT

Indicator 8 measures donor support to sectors
in key policy areas (see Table 6.4). The govern-
ment is developing corporate plans for each
sector. The plans are beginning to reflect avail-
able resources; however, these are only done
on an annual basis and do not provide detailed
expenditure and resourcing schedules. The
Public Sector Investment Programme is a multi-
year framework, but it tends to cover major pro-
curement and infrastructure items requested by
line ministries only. It does not comprehensively
include donor related activity.

TABLE 6.4
INDICATOR 8

Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

Health  Education = Water  Transport Agriculture
NO YES NO NO NO
YES YES NO! YES NO!
NO NO NO NO NO!
YES YES NO! NO! NO!
YES YES NO NO NO!
YES YES NO! NO! NO!
YES! YES! YES! YES! YES
NO NO NO NO NO!
YES! YES! NO NO NO
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Donor co-ordination remains largely donor-led
at the sector level, although line ministries are
increasing their involvement. A far stronger
role for government co-ordination at the line
ministry level is expected in the future. In light
of greater co-ordination work being undertak-
en by ministries, the involvement of central
agencies will also need to be examined.

Sector performance-measurement systems used
by the line ministries to report to central agen-
cies are not yet strongly developed. They focus
principally on cash-flow project-status reports
for line ministry-implemented projects. The
MoF does not yet require reporting on perfor-
mance (other than financial flows), though the
government is moving towards performance-
based budgeting. Thus, this situation is begin-
ning to change. The standard sector report
used by line ministries has only recently been
amended to incorporate financial reporting on
aid-financed projects being implemented in,
and through, line ministries. This again only
captures finances. Donors currently have high-
er performance information requirements and
tend not to rely heavily on existing government
performance-measurement systems.

Health sector

A reasonably clear government policy exists in
the health sector, but it requires work to make
it more realistic in terms of its linkages between
sector priorities and budgets, and the establish-
ment of suitable indicators. The current stra-
tegic plan is the first one to have been
developed by the Ministry of Health and the
2004-08 plan (under preparation) is expected
to improve in these areas, and include medium-
term expenditure information.

Australia’s  health sector programme will
commence facilitation of donor co-ordination
meetings which will be chaired by the ministry
chief executive officer (CEO). Donors are work-
ing with the ministry to develop its own perfor-
mance reporting systems. It will be some time,
however, before the ministry and donors’ sys-
tems converge on a system that meets each
party’s needs. Australian support to the health
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sector is designed to support the principles of
harmonisation and alignment and to provide
the ministry with a mechanism to co-ordinate
external assistance. The approach also provides
for sharing analytical work and aims to develop
financial and procurement systems to a point
whereby donors will be able to rely completely
on these systems. Development in this area is
still at a very early stage.

Education sector

Similar to the health sector policy, the educa-
tion sector policy is more advanced and re-
fined. Australia’s education programme is re-
sponsible for facilitating donor co-ordination
meetings, which are chaired by the CEO of the
Education Ministry.

Water sector

ADB support to the sector incorporates
elements that advise on the development of
policy frameworks. Water sector monitoring
systems are used by donors; however, similar
comments to those above on the different levels
of sophistication required by donors and gov-
ernment apply. Donors active in this sector are
working to improve systems and monitoring
benchmarks.

Transport sector

A national transport sector plan exists and is
used by the donors active in this sector, but
budget and strategy are insufficiently linked,
linkages and indicators are not realistic enough.
Sector monitoring systems are used to a degree,
but are insufficiently sophisticated for donor
requirements.

Rural development

There is no clear overall rural development
sector policy, and no clear direction in the sugar
industry. Rural development activities are un-
dertaken by a number of different government
agencies. Community-based assistance is pro-
vided to rural areas through donors’ small grant
schemes, but support lacks co-ordination.
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TABLE 6.5
INDICATOR 7

Are donors streamlining conditionality?

Direct budget support NO!
Health sector NO!
Education sector NO!
Water sector NO!
Transport/road sector NO!
Rural development agriculture NO!

Other sectors

Several donors are active in the law and justice
sector, including Australia, New Zealand and
the ADB. The AusAID-financed law and justice
programme takes a whole-of-sector approach
and is facilitating better integration within the
sector between a number of different donors
and government agencies. Incremental steps
are being made towards a coherent approach
to the sector, with the agencies involved only
recently having begun to see themselves as
working within a clearly-defined sector.

Other sectors receiving donor support include
governance, gender, private sector develop-
ment and child protection.

I HARMONISATION

In Fiji, harmonisation activities are centred on
the country’s development plan. Different donors
take lead roles in different sectors. The major
active donors are ADB, AusAID, European
Commission, Japan International Cooperation
Agency (JICA), New Zealand’s International Aid and
Development Agency (NZAID), and UN agencies.

Australia is assisting government officials in
streamlining donor programmes and integrating
them into government reporting and planning
systems. In the health sector, AusAID is part-
nering with the Ministry of Health in a new
“Alliance Contracting Pilot” to support and
strengthen partner government systems at the
programme level. AusAID is also involved in
the harmonisation of education, law and justice
sector programmes.

Australia and New Zealand have been devel-
oping harmonised approaches across the
Pacific in a number of different areas. In Fiji,
this includes harmonised support for the Fiji
Women’s Crisis Centre as well as for scholar-
ships. NZAID is developing a harmonisation
action plan, which was expected to be
completed before October 2004. The AusAid/
NZAID harmonisation plan will be incorpo-
rated into this plan. The European Commission
is participating in efforts towards co-ordination
of policies and harmonisation of procedures.

Donor activities have yet to be fully stream-
lined. Despite the relatively small number of
donors, none of the missions or diagnostic
reviews has been undertaken jointly. In the
health sector, work to develop joint approaches
is in the early stages of development, particu-
larly as procurement, financial systems and
capacity are yet to be developed so that donors
can rely on them entirely. Procurement is a
likely area for harmonisation.

Performance monitoring and measuring is
another area where progress is being made,
although there is limited evidence of common
approaches being developed across sectors, or
of joint-donor approaches to the development
of indicators. This area also has the potential for
increasing pressure on existing resources where
capacity is limited.

STREAMLINING CONDITIONALITY

The survey results show that there is no stream-
lining of conditionality in any sector or modality
in Fiji (see Table 6.5 — Indicator 7).

No formal delegated co-operation arrange-
ments exist in Fiji. An agreement for Australia
to be the lead co-ordinator in the health and
education sectors, however, has been made
between the government and all donors en-
gaged in these fields. The Joint UN Programme
on HIV/AIDS (UNAIDS) is delivering services
on behalf of other agencies. Japan, New Zea-
land and the European Commission are not in-
volved in any delegated co-operation arrange-
ments (see Table 6.6), though as one bilateral
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donor points out, “It is worth highlighting that
the informal delegation arrangements, done on
a case-by-case basis, can work well and obviate
the need for formal structures.”

DONOR FIELD MISSIONS

Donors reported approximately 30 missions to
Fiji, with one organisation (the ADB) account-
ing for more than 50% of the total number.
None of these missions were undertaken jointly
between donors (see Figure 6.4).

STREAMLINING DIAGNOSTIC REVIEWS

Two diagnostic reviews were undertaken be-
tween 2001 and 2003, an International Mone-
tary Fund (IMF) Report on the Observance of
Standards and Code (ROSC) Fiscal Transpar-
ency Review and an ADB Diagnostic Study of
Accounting and Auditing (DSAA). Neither of
these was undertaken jointly (see Table 6.7).

DISCLOSING INFORMATION

Donors indicate disbursements under their
programmes to line ministries and, in some
cases, at a consolidated level on a regular basis
to the MoF. Line ministry reporting to the MoF
needs to be improved in order to capture aid-
financed activities in a more comprehensive
manner and to avoid duplication of reporting
requirements. MoF standard financial reporting
formats have recently been amended to include
provision for line ministries to record aid-
financed disbursements. It is reported that
donor disbursement notifications are reason-
able in the health and education sectors;
however, no arrangements exist to notify the
government on disbursements in the water,
transport or rural development sectors.

Donor medium-term notification varies. In
some cases, for example with Australia, pledges
are made on a multi-annual basis, but are
subject to an annual parliamentary approval
and so cannot be relied upon for government
budgeting purposes. Aid flows from Australia
(and most other donors) primarily take the

Who is delegating co-operation? TABLE 6.6
INDICATOR 9
YES! YES NO NO!
ADB Australia Japan
United New Zealand
Nations European

Commission

Number of donor missions: 29 FIGURE 6.4
INDICATOR 10

NZAID | 2

European
P 2
Commision

AusAID | 2

Missions

Japan 7
ADB 16

Are diagnostic reviews being streamlined? TABLE 6.7
INDICATOR 11
Diagnostic reviews Was it undertaken
(2001-03) jointly?
IMF ROSCs NO
ADB DSAA NO

Who is sharing country analytic work? TABLE 6.8
INDICATOR 13
YES! YES NO NO!
ADB Australia Japan
United European
Nations Commission

form of technical assistance and the placement
of advisers, however. Aid estimates are there-
fore the estimated cost to donors for providing
these services.

Indicator 13 records the extent to which donors
share country analytic work using the country
analytic work Web site. The survey shows that
40% of donors in Fiji do so (see Table 6.8). One
bilateral donor from the remaining 60% explains
that country analytical work is shared infor-
mally among donors. Australia and the ADB
co-finance the production of economic reports
on Pacific island countries, which are shared in
hard copy format. Other donors post material
on their own Web sites.
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ACRONYMS
ADB Asian Development Bank
ADB DSAA  Asian Development Bank’s Diagnostic
Study of Accounting and Auditing
APR Annual Progress Review
AusAlD Australian Agency for International
Development
BACC Budget and Aid Coordinating
Committee (Fiji)
CEO Chief executive officer
EIA Environmental impact assessment
IMF International Monetary Fund
IMF ROSC  International Monetary Fund’s
Report on the Observance
of Standards and Codes
JICA Japan International Cooperation Agency
MoF Ministry of Finance
MTEF Medium-term expenditure framework
NZAID New Zealand’s International Aid
and Development Agency
SDP Strategic development plan
UN United Nations
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The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

he government of the Kyrgyz Republic initiated in December 2003 the

establishment of a harmonisation steering committee and a working

group comprising government and donor representatives. The group has
developed a draft harmonisation and alignment programme with an action plan.
Clear government ownership of the co-ordination process is obscured, however,
by the lack of a clear distinction between the roles of the Ministry of Finance, the
Presidential Administration and the Prime Minister’s Office. The donor community
feels that there is a need for greater leadership on the part of the government to
formulate a national aid co-ordination policy. The government’s national poverty-
reduction strategy (NPRS) lacks breadth and is not very well prioritised or costed,
making it difficult for donors to use it as a basis for planning their development
assistance. Support is being provided to institutionalise the NPRS into national
processes, including aligning it to the budget and developing the necessary statistical
base to monitor its implementation. However, support would be more effective
with a clearer articulation of government needs. The government has initiated
actions in order to improve public resource management and create conditions
facilitating better harmonisation and alignment of donor policies and procedures in
areas such as procurement, audit and financial reporting. Future work in this field
is likely to include a common assessment of financial management capacity, the use
of common donor monitoring and reporting requirements, and common terms of
reference and acceptability criteria for auditors.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

The joint government-donor working group, established in 2003, has developed a
draft country harmonisation and alignment programme with an action plan. A set
of draft harmonised procurement and financial management documents has also
been developed in line with Kyrgyz legislation. The government’s harmonisation
agenda largely consists of harmonising and aligning donors’ sectoral policies in
areas such as procurement, financial reporting and audit. The current proposed
programme and action plan relate largely to multilateral donors, with limited
bilateral involvement; however, several bilateral donors are involved in developing
the plan further. The government notes that bilateral donors’ commitment to
government leadership of the harmonisation agenda is less active than expected. In
general, donors support the government’s agenda (see Figure 7.1 — Indicator 1).
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FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

A formal process for overall aid co-ordination
and policy dialogue has been established by
both government and the donor community.
The government manages aid co-ordination
through the Comprehensive Development
Framework / National Poverty-Reduction Strategy
(CDF/NPRS) secretariat, the Public Investment
Programme Department of the Ministry of Finance
and the harmonisation steering committee/
working group (see Table 7.1 — Indicator 2).
Donors have set up a donor co-ordination
council, as well as a number of ad hoc or more
formalised sectoral co-ordination mechanisms.

FIGURE 7.1 Are donors supportive of the government’s
INDICATOR 1 harmonisation agenda?

100 YES (100%)

80

60

40

20

- NO (0%)
9 YES! YES NO NO!

TABLE 7.1 Is government co-ordinating aid?
INDICATOR 2

Is there a formalised process for dialogue? YES
Is government proactive? YES
Is government in the driving seat? YES

Do donors’ rules support harmonisation?  YES

82%

% of donors who take part in co-ordination

Policy dialogue is reported to be well advanced,
with reasonably good co-ordination in place at
the sectoral and project levels, but with much
still to be done on a procedural level.

Strong government ownership of the co-or-
dination process is, however, complicated by
the lack of a clear distinction between the
roles of the Ministry of Finance, the Presiden-
tial Administration and the Prime Minister’s
Office. The government view is that donors’ pro-
cedures generally support its efforts, although
some of these are inflexible, bureaucratic and
do not correspond with government internal
procedures.

CAPACITY DEVELOPMENT

Donors and the government agree that weak-
nesses exist in the government’'s financial
management and procurement capacity, and in
budget planning and execution. Table 7.2
suggests however that these weaknesses are
currently being addressed and that the level of
support being provided for capacity building is
considered broadly appropriate (see Table 7.2
— Indicator 3).

Three institutions within government claim to
be leading aid co-ordination on the national
level, each one recognising that the capacity of
their institutions requires strengthening. How-
ever, the internal co-ordination among these
institutions is limited and there is no common
view on overall aid co-ordination policy. This
fosters some confusion within the donor com-
munity. In order to strengthen the government’s
capacity for coordination, a number of donors
are providing technical assistance for capac-
ity building in aid co-ordination. The donor
community feels that there is scope for greater
leadership on the part of the government.
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I ALIGNMENT

RELIANCE ON PARTNERS’ NATIONAL
DEVELOPMENT STRATEGIES

The government NPRS was presented in late
2002. It lacks breadth and is not very well prior-
itised or costed. Several donors comment that
they use the NPRS to guide their programme
designs to the extent possible, given its limita-
tions (see Figure 7.2 — Indicator 4). Support is
also being provided to integrate the NPRS into
national processes.

Donors noted that no solid, broad-based, annual
progress review (APR) process exists in the
Kyrgyz Republic. The existing APR is not linked
to the monitoring/evaluation functions being
developed in relation to the national budget.
One donor indicates that it is supporting data
collection for the APR, but not using it to influ-
ence resource-allocation decisions. Another
donor points out that, given its commitments are
multi-annual, it is not practical to expect the APR
to immediately influence the allocation of
resources within its programmes.

The Medium Term Budgeting Framework
(MTBF) links NPRS goals with budgetary goals.
Beginning in 2004, the government included
donors in its annual budget consultative pro-
cess with some of the line ministries (agricul-
ture and water resources, education, health,
and social protection). In the medium term, it is
hoped that this will improve the harmonisation
process, through the optimisation of the project
implementation / disbursement cycle with the
budget cycle. Finally, it was noted that donor
programming cycles are not always consistent
with the Kyrgyz NPRS, MTBF, and annual bud-
get. The government gives the example of the
three-year country assistance strategies of mul-
tilateral donors being better than the program-
ming cycle of the bilateral donors in terms of
aid predictability. It adds that it “tries to adjust
to the donors programme cycles and mission
schedules due to the fact that the country high-
ly depends on external financing”.

Capacity development TABLE 7.2
INDICATOR 3
» Have weaknesses been identified?

In public financial management YES!
In budget planning and execution ~ YES!
In co-ordination of aid YES

» Are weaknesses being addressed?
In public financial management YES!
In budget planning and execution ~ YES!
In co-ordination of aid YES

» Is the level of support appropriate?
In public financial management YES!
In budget planning and execution ~ YES!
In co-ordination of aid YES

Do donors rely on the PRS when programming FIGURE 7.2
official development assistance? INDICATOR 4
YES (100%)

100
90
80
70
60

50

NO (0%)
0 YES! YES NO NO!

BUDGET SUPPORT

Several donors are providing some kind of
budget support (Table 7.3 — Indicator 5):

B The European Commission is financing
an annual food security programme
focussing on agriculture, food security
monitoring and public expenditure
management.

B The World Bank provides budget support
through a number of adjustment credits.

B Switzerland is co-financing the current
World Bank Consolidated Structural
Credit (CSAC) programme, and is planning
a multi-annual bilateral programme to
support lower administrative units.
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TABLE 7.3 Is budget support predictable and aligned?
INDICATOR 5
Are budget support donors making: YES! YES NO NO!
» multi-annual commitments? ADB Switzerland European
World Bank Commission
United Nations
» timely commitments? Switzerland ADB United Nations
European
Commission
World Bank
» timely disbursements? ADB United Nations
Switzerland
European
Commission
World Bank

FIGURE 7.3 Use of partner country systems
INDICATOR 6 Kyrgyz government systems were used less
Disbursement || 2.0% I by donor projects than in all other countries
surveyed (see Figure 7.3 — Indicator 6).
Procurement | 1.0% I
The extent to which donors’ projects currently

Audit [ 1.0% I use government systems is negligible. A number
of initiatives are underway to improve reliance

Monitoring and | 4 ¢, . .
evaluation | on national institutions:
Reporting | 0.5% I B The new Kyrgyz procurement documents
are based on World Bank procurement
I Average value 0 10 20 30 40 ] ) ]
in the 14 countries guidelines and, when they come into force,

donors’ projects use of government systems

. - for procurement is likely to increase.
B UNICEF provides some support in line

with agreed government priorities.

B The Asian Development Bank (ADB)
provides budget support for a corporate
governance and enterprise reform

B The UK Department for International
Development (DFID) is currently providing
technical assistance to develop government
systems for monitoring and evaluation.

It is also providing technical assistance to

programme, following discussions with . ) . )
develop its capacity to meet international

the International Monetary Fund (IMF) to

L o accounting standards.
ensure that releases are in line with its

B Germany conducts the monitoring of project
activities jointly with project managers and

In 2003, the ADB and World Bank withheld dis- the Kyrgyz project partners.

bursements because of the government’s failure

to satisfy loan agreement conditions. World Bank

disbursements to support the energy sector and

good governance may take place in 2004 in-

stead, depending on the progress made by the

government in agreed policy areas.

macroeconomic stabilisation programme.
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Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

SECTOR SUPPORT

Indicator 8 measures donor support to sectors
in key policy areas (see Table 7.4).

Health sector

The health sector policy is described in the
NPRS and includes a national health reform
pro-gramme. The World Bank notes that:

An excellent donor co-ordination
process was established in the sector.
But recently due to the changes in

the Ministry of Health leadership,

the government is failing to fulfil its
leadership role in donor co-ordination.

The government has established a system of
monitoring performance against NPRS goals in the
health sector and several donors comment that
they expect to rely on it increasingly as it develops.

Education sector

While the NPRS establishes overall education
sector goals, there is no clear sector policy and
strategy to realise them. The government has
agreed with key donors working in the sector
(the United States, ADB, and UNICEF) that
donors will assist the government in devel-
oping the joint education strategy. A donor co-
ordination process has been formalised through

Health  Education =~ Water  Transport Agriculture
YES YES YES YES YES
YES! NO NO! NO! NO
YES YES NO NO YES
NO! NO NO! NO! NO!
YES! NO NO! NO! NO!
YES NO NO! NO! NO!
YES! YES NO NO YES
NO NO NO NO NO

NO NO NO NO NO

the International Education Advisory Council.
The Ministry of Education’s capacity in co-ordi-
nating donor activities is still weak, which
explains why the process is donor-led.

Water sector

The government is currently finalising the
development of a water sector policy frame-
work with donor assistance and has initiated
discussions with key donors to develop sub-
sectoral development strategies. The ADB and
World Bank support similar projects for rural
water supply and sanitation, and the same
project director manages both. The first energy
sector donor meeting was organised by the
United States and held in June 2004.

Transport sector

In 1998, the government developed a road net-
work maintenance strategy with Turkish assis-
tance. The strategy is currently being revised,
with World Bank assistance. Only a few donors
are active in the sector and so co-ordination
tends to take place on a bilateral basis.

TABLE 7.4

INDICATOR 8
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Rural development

The NPRS establishes mid-term objectives for
rural development. Based on these, a number of
sub-sectoral policies and strategies have been
developed (e.g. a land reform policy, agricul-
tural policy concept, community-based develop-
ment policy concept). The World Bank is
encouraging further discussion of these docu-
ments involving all interested stakeholders — the
private sector, government and donors. The
ADB is planning to form a donor working group
to co-ordinate donors’ activities in the sector.

Other sectors

Donors support several other sectors, including
good governance, private sector development,
legal reform, trade facilitation, customs reform,
and banking reform.

I HARMONISATION

According to the new donor harmonisation Web
site in the Kyrgyz Republic (www.donors.kg):

In the Kyrgyz Republic, the harmonisation
programme is at an early stage. Following
the Rome meeting, the government passed a
harmonisation resolution in March 2003 and
appointed the Ministry of Finance as the
executing agency for the harmonisation
programme.

L
TABLE 7.5
INDICATOR 7

Are donors streamlining conditionality?

Direct budget support NO!
Health sector NO!
Education sector NO!
Water sector NO!
Transport/road sector NO!
Rural development agriculture NO!

The harmonisation programme in the
Kyrgyz Republic is based on a joint ADB—
World Bank portfolio assessment.
Development partners are exploring the
applicability of the Vietnam harmonisation
model. More specifically, the programme
is likely to focus around four elements:
procurement, financial management and
accountability, social and environmental
safeguards, and non-financial monitoring
and reporting.

If the Vietham model approach to harmonisa-
tion is adopted, it will need to take into account
the context, capacity, relationships and person-
alities, not just of the donors but also of the
government; these will affect not only the iden-
tification of issues, but the most appropriate
approaches to be adopted. Local systems and
capacity will need to be strengthened, and
performance indicators in areas where harmon-
isation is a priority will need to be identified
and agreed. The Kyrgyz harmonisation Web
site suggests that: “The future focus of harmon-
isation work is likely to be in the area of evalu-
ation and monitoring systems, emphasised by
the government.”

The Kyrgyz harmonisation Web site will be a
useful tool for sharing information, but this
should not detract from the need for better com-
munication and co-ordination at an operational
level, and care must be taken that it does not
undermine government ownership of the har-
monisation process. The roles of the various
parties will need to be discussed so that effective
leadership and ownership can be encouraged.

STREAMLINING CONDITIONALITY

There are no examples currently reported of
streamlining of conditions in the Kyrgyz Repub-
lic (see Table 7.5 — Indicator 7).

76

TABLE 7.6 Who is delegating co-operation?
INDICATOR 9 DELEGATED CO-OPERATION
YES! YES NO NO! ) % of d o
Japan Germany [NRIET®  Japan Indicator 9 shows that 50% of donors in the
ADB Switzerland ~ Kyrgyz Republic claim to be party to an agree-
European Turkey ment to perform tasks on behalf of other donors
Comittistion (see Table 7.6).
United
Nations
World Bank
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DONOR FIELD MISSIONS

Approximately 260 missions took place in 2003
(see Figure 7.4 — Indicator 10). Four organisations
(World Bank, United Nations, ADB and DFID)
accounted for around 70% of the total number of
missions. Approximately 10% of all missions were
undertaken jointly between donors.

STREAMLINING DIAGNOSTIC REVIEWS

Seven diagnostic reviews were undertaken be-
tween 2001 and 2003. Of these, only the DSAA
involved a joint donor team (see Table 7.7 — In-
dicator 11).

DISCLOSING INFORMATION

Indicator 12a (table not presented) measures
the extent to which donors provide multi-
annual indications of aid flows. The survey
shows that 36% of donors claim to notify the
government on indicative disbursements they
plan to release over at least a three-year period.
A further 45% of donors qualified their responses.
For example, the United Kingdom only provides
technical assistance, which is not currently
recorded in the government budget, though it
makes commitments three years in advance;
Germany notifies the government of programme
details two years in advance; and European
Commission programme documents are presen-
ted one to two years prior to implementation.

Indicator 12b (table not presented) measures
the extent to which donors notify the govern-
ment about actual disbursements. The survey
shows that 36% of donors claim to provide
comprehensive and regular information about
in-country disbursements.

Only 18% of donors regularly shared informa-
tion on their country analytic work using the
Internet (see Table 7.8 — Indicator 13). A donor
co-ordination Web site, www.donors.kg, has
recently been launched and it is expected that
this will provide a forum for the future sharing
of country-specific analytical work.

Number of donor missions: 257 FIGURE 7.4
INDICATOR 10
World Bank
UN
ADB
DFID
o [
Turkey 16
Switzerland 16
e [ 7
European I Missions
Commi’;sion . 1 M Joint
Germany - 7
USAID | 2
0 10 20 30 40 50
Are diagnostic reviews being streamlined? TABLE 7.7
INDICATOR 11
Diagnostic reviews Was it undertaken
(2001-03) jointly?
CFAA NO
PER NO
CPAR NO
IMF ROSC NO
World Bank Poverty NO
Assessment
World Bank NO

Trade and Growth Review

ADB DSAA YES

I ——
Who is sharing country analytic work? TABLE 7.8

INDICATOR 13
YES!

ADB
World Bank

YES

DFID
European
Commission
Germany
IMF
Japan
United Nations
USAID

NO
Switzerland

NO!
Turkey

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005

77



SURVEY ON HARMONISATION AND ALIGNMENT

78

ACRONYMS

ADB Asian Development Bank

ADB DSAA  Asian Development Bank’s Diagnostic Study of Accounting and Auditing
APR Annual progress review

CFAA Country financial accountability assessment

CPAR Country procurement assessment report

DFID Department for International Development (United Kingdom)

IMF International Monetary Fund

IMF ROSC  International Monetary Fund’s Report on the Observance of Standards and Codes
MTBF Medium-term budgeting framework

MTEF Medium-term expenditure framework

NPRS National poverty reduction strategy

PER Public expenditure review

UN United Nations

UNICEF United Nations Children’s Fund

USAID United States Agency for International Development
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The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

o formal poverty-reduction strategy (PRS) currently exists in Morocco. The

Ninth National Economic and Social Development Plan (2000-04) was

presented in 1999 but it was limited in that the government department
responsible for preparing it was not part of the Ministry of Finance, and therefore
had no authority to allocate resources for its execution. It is now considered to be
obsolete. In the current circumstances, donors tend only to provide broad thematic
alignment. However, they generally use the Moroccan systems much more than in
most other countries in this survey and some donors are also involved in budget
support. Finally, there is, as yet, no clear harmonisation agenda in Morocco,
although the government has recognised the need for one and is in the process of
establishing it with the support of donors..

FIGURE 8.1

INDICATOR 1 I OWNERSHIP

A CLEAR AGENDA
ON HARMONISATION

Are donors supportive of the
government’s harmonisation agenda?

NO (100%) A clear harmonisation agenda in
Morocco is yet to be established, and
the government has recognised the

need to take the lead on this issue.

100

70 Donors are committed to supporting
60 this process. Currently, given the lack
of a formal government harmonisa-
tion agenda, donors report they have
nothing to support (see Figure 8.1 —
Indicator 1). The government on the
20 other hand reports to take a much

10 stronger lead than the survey results
YES (0%)

would suggest.
© YES! YES .

FORMAL GOVERNMENT-LED FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

While the Ministry of Finance (MoF) has indicated a willingness to take the lead,
there has been little action to date. In this context, several donor co-ordination
meetings have taken place, though they were initiated by the donors and are informal
in nature (see Table 8.1 — Indicator 2). In addition, the World Bank is engaged in
discussions with the government regarding how a government-led harmonisation
process could be established.
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TABLE 8.1 Is government co-ordinating aid?

INDICATOR 2
Is there a formalised process for dialogue? NO
Is government proactive? NO
Is government in the driving seat? NO

Do donors’ rules support harmonisation?  YES

50%
% of donors who take part in co-ordination

TABLE 8.2 Capacity development
INDICATOR 3
» Have weaknesses been identified?

YES!
YES!

In public financial management
In budget planning and execution

In co-ordination of aid NO

» Are weaknesses being addressed?
YES!
YES!

In public financial management
In budget planning and execution

In co-ordination of aid NO

» Is the level of support appropriate?
In public financial management YES
NO!

N/A

In budget planning and execution
In co-ordination of aid

I ——
FIGURE 8.2 Do donors rely on the PRS when programming
INDICATOR 4 official development assistance?

0
100 YES (100%)

90
80
70
60
50
40

30

NO (0%)

0 YES! YES NO NO!

CAPACITY DEVELOPMENT

Weaknesses have been reported in public
financial management, procurement and budget
formulation, execution, reporting and review
(see Table 8.2 — Indicator 3). The government
and donors are working together to build
capacity in these areas, though both agree that
the level of support provided does not currently
match the government’s needs. Weaknesses in
government capacity to co-ordinate aid are
accepted, though not articulated in any official
documents, and there is no real support to
address these weaknesses at the moment.

I ALIGNMENT

RELIANCE ON PARTNERS’
NATIONAL DEVELOPMENT STRATEGIES

No formal PRS exists in Morocco. Though the
Ninth National Economic and Social Develop-
ment Plan (2000-04) was presented in 1999, it
is now considered to be obsolete. Donors have
tended only to align to general themes articu-
lated in the plan (see Figure 8.2 — Indicator 4).

A form of annual performance review exists.
However, as one multilateral donor noted, “It is
neither systematic nor comprehensive enough
to form a sound basis for resource allocation.”

Reviews of specific sector strategies also exist;
however these are reported to be neither
timely nor widely disseminated to the donor
community.
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Is budget support predictable and aligned?

Are budget support donors making: YES!

» multi-annual commitments? European
Commission
World Bank
» timely commitments? European
Commission
World Bank

France
World Bank

» timely disbursements?

BUDGET SUPPORT

Indicator 5 measures the extent to which
budget support is predictable and aligned with
partners’ procedures (see Table 8.3).

France, Japan, the European Commission and
the World Bank provide some kind of budget
support to Morocco. Italy does not make direct
budget support; however, it converted USD
100 million of national debt to investments in
the period 2000-02 and signed in May 2004 a new
agreement cancelling debts of EUR 20 million.

France’s economic mission plans multi-annual
disbursements to support the private sector but
these are conditional on certain external fac-
tors, such as sufficient liquidity in the banking
structure. The European Commission withheld
some disbursements in 2003 due to delays and
shortcomings in the reform process.

TABLE 8.3
INDICATOR 5

YES NO NO!

Italy Japan

France Japan

European
Commission

Use of partner country systems FIGURE 8.3
INDICATOR 6

Disbursement --
Monitoring and --
evaluation R

i Average value 0 20 40 60 80

. inthe 14 countries

PROJECT SUPPORT

The Moroccan government systems are used
much more than in most other countries
reported in this survey (see Figure 83 —
Indicator 6). The extent to which they are used
varies by donor, but often a combination of
both government and the donors’ own systems
are used. For example, the Islamic Development
Bank (ISDB) uses its own procurement and
disbursement systems, but uses government
monitoring and evaluation (M&E) and environ-
mental assessment systems. The United Nations
Development Programme (UNDP) uses its own
disbursement, reporting and M&E systems,
government audit systems and a combination of
UNDP and Moroccan systems for procurement.
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TABLE 8.4
INDICATOR 8

Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

SECTOR SUPPORT

Indicator 8 measures donor supportt to sectors in
key policy areas (see Table 8.4).

Health sector

A health sector strategy has been presented,
but it is neither costed nor linked to budget
priorities. Donors and government disagree
over the extent to which a formal donor
co-ordination process exists in the sector:
donors feel there is none, and the government
feels that efforts are being made, at least
amongst the main donors. Government perfor-
mance monitoring systems (PMSs) exist, but
are weak, and there is no sector medium-term
expenditure framework (MTEF).

Education sector

A high-level education sector strategy exists,
although an action plan is yet to be developed.
The Ministry of Education is in the process of
implementing an MTEF on a pilot basis. The
government is also setting up a donor co-ordi-
nation process, in which Belgium, Canada, Italy,
Japan, Spain and the United States are partici-
pating. Basic sector PMSs exist, and are being
used by 40% of donors active in the sector.

Health  Education = Water  Transport Agriculture
YES! YES! YES! YES! YES!
YES YES YES YES! YES
NO! NO NO YES NO
NO NO NO NO NO
YES YES YES YES YES
NO! NO! NO! NO! NO!
YES! YES! YES! YES! YES!
NO! NO NO NO NO
NO NO NO NO NO

Water sector

A water sector strategy has been presented,
and whilst it is neither costed nor linked to
budget priorities, 82% of donors rely on it. A
sector MTEF is expected to be implemented
shortly. France is the lead donor in the sector
and is responsible for organising the informal
donor co-ordination process, in which 75% of
sector donors are involved. The survey shows
that 44% of donors use the government PMS.

Transport sector

A clear transport sector policy exists and 60%
of donors are reported to be active. A meeting has
been scheduled at which the government will
present a medium-term action and expenditure
plan for the sector. Some sector co-ordination
is expected to be in place shortly, focussing on
rural roads.
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Rural development

No clear agriculture sector policy exists;
however, non-agricultural rural strategies are in
place, although these lack clear expenditure
schedules. All donors are active to some extent
in the sector. According to one bilateral donor,
this “is about the only sector where there is no
periodic organisation of co-ordination meetings”.

Other sectors

Other sectors receiving donor support include
power, mining, environment, housing, gover-
nance, gender, private sector and small and
medium-sized enterprise (SME) development.
A co-ordination framework and monitoring
system is being established in the housing and
environment sectors.

I HARMONISATION

Harmonisation appears to be at a very
early stage and the formal and informal
mechanisms for co-ordination, communication
and capacity development have yet to be
properly established. Joint donor activity,
information exchange and sound monitoring
and implementation measurements need to
be set up. The government’s capacity to lead,
manage and own the harmonisation process
needs to be jointly supported.

The government noted that the survey method-
ology is more appropriate for measuring prog-
ress towards harmonisation and alignment in
countries that are heavily dependent on aid,;
consequently progress in Morocco is reflected
more negatively than is in fact the case. The
government reported that it is “fully engaged in
the process of harmonisation”.

STREAMLINING CONDITIONALITY

No streamlining of conditions is currently
reported in any sector or modality at the present
time (see Table 8.5).

Are donors streamlining conditionality?

Direct budget support NO!
Health sector NO!
Education sector NO!
Water sector NO!
Transport/road sector NO!
Rural development agriculture NO!

TABLE 8.5
INDICATOR 7

Who is delegating co-operation?

YES! YES NO

Canada
World Bank

NO!
Belgium
Germany
Japan
Spain
United States

European
Commission

IMF
ISDB
United
Nations

France Italy

DELEGATED CO-OPERATION

Indicator 9 shows that 15% of donors in
Morocco report to be party to an agreement to
perform tasks on behalf of other donors (see
Table 8.6). For example, one multilateral donor
is delegating responsibility for implementing a
project supporting rural investments in the
tourism sector to a bilateral donor.

DONOR FIELD MISSIONS

Approximately 200 missions were undertaken
in 2003, of which around 5% were co-ordinated
with one or more donors (see Figure 8.4 —
Indicator 10). Four donors (Canada, United
Nations, World Bank and the European Com-
mission) were responsible for 70% of these
missions. These figures do not include France,
a major donor to Morocco, for whom no data
was reported.

TABLE 8.6
INDICATOR 9
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.|
FIGURE 8.4 Number of donor missions: 212
INDICATOR 10

Canada

36

World Bank
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Germany -16
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TABLE 8.7 Are diagnostic reviews being streamlined?
INDICATOR 11
Diagnostic reviews Was it undertaken
(2001-03) jointly?
CFAA NO
PER NO
CPAR NO

TABLE 8.8 Who is sharing country analytic work?
INDICATOR 13
YES! YES NO NO!
Belgium France Japan Germany
European  United States Italy
Commission ISDB Spain
IMF United
World Bank  Nations

STREAMLINING DIAGNOSTIC REVIEWS

Three reviews were undertaken in the period
2001-2003, none of them jointly (see Table 8.7
— Indicator 1D).

DISCLOSING INFORMATION

Indicator 12a (table not presented) measures
the extent to which donors provide multi-
annual indications of aid flows. The survey
shows that 33% of donors claim to notify the
government on indicative disbursements they
plan to release over at least a three-year period,
with a further 33% qualifying their responses.
For example, one bilateral donor makes
commitments on a project-by-project basis, the
timeframe being determined by that of the
project, and another makes pledges which
have to be approved by its government on an
annual basis.

Indicator 12b (table not presented) shows that
46% of donors provide information on actual
disbursements. Some donors make information
available upon request, but have no established
mechanism in place for notifying disbursements
to the government. One bilateral donor notes
that the government has no procedures in place
to facilitate the notification of disbursements.

A third of donors regularly share information
on their country analytic work and a further
33% do to some extent (see Table 8.8 — Indicator
13). Many donors use their own Web sites for
this purpose, rather than a common forum. The
UN system has recently launched a Web site on
which all UN system agencies will post their
country analytic work and project evaluations.
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ACRONYMS

CFAA  Country financial accountability assessment
CPAR  Country procurement assessment report
IMF International Monetary Fund

IsDB  Islamic Development Bank

M&E  Monitoring and evaluation

MoF  Ministry of Finance

MTEF  Medium-term expenditure framework
PER Public expenditure review

PMS Performance monitoring system

PRS Poverty-reduction strategy

UN United Nations

UNDP  United Nations Development Programme
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The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

he conclusion of a memorandum of understanding (MoU) between the

government and 15 budget support donors in 2004 represented significant

progress towards harmonisation and is a good indicator of government’s
commitment to take a strong lead in this area. This survey suggests that to facilitate
increased alignment with government policies, capacity-development needs should
be clearly identified and addressed in a more focussed manner in order to build on
the progress made to date. The poverty-reduction strategy (PRS) provides a sound
basis upon which donor-government partnership can be developed, as well as a
strategic framework for harmonisation and alignment. An improvement in
knowledge and communication management, both across government departments
and between donors, is required to reduce overlapping, fragmented approaches
and to lessen their negative impact on government resources and capacity.
Harmonisation also needs to be extended beyond the agreement of documentary
procedures. Finally, concerns about the high level of fiduciary risk in public financial
management (PFM) will need to be addressed collectively.

I OWNERSHIP

A CLEAR AGENDA ON HARMONISATION

There is no single document from the government of Mozambique setting out its
strategy for aligning development assistance, but rather a proliferation of bilateral
agreements. However, the lead taken by the government in the conclusion of a
MoU with 15 budget support donors, which commits parties to a joint performance
review for budget support, provides a clear example of how a wider strategy to
better align donor support could be developed.

In this connection, one bilateral donor notes that:

... the MoU for general budget support is a result of a discussion process
involving all partners (though still donor driven) and it defines commitments
for all donors for harmonisation and alignment on the basis of the principles
of the Rome Declaration.

[...]

The implementation of the MOU is also raising interest in other sectors
(on the part of both donors and government) for coherence and compatibility
on the alignment agenda.

It was reported that greater alignment and harmonisation would be useful in several
areas. For example, information about donor activities is currently widely dispersed
across various departments of the government and could be better systematised.
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FIGURE 9.1
INDICATOR 1

Are donors supportive of the government’s
harmonisation agenda?
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TABLE 9.1
INDICATOR 2

Is government co-ordinating aid?

Is there a formalised process for dialogue? NO
Is government proactive? NO
Is government in the driving seat? NO

Do donors’ rules support harmonisation?  YES

65 %

% of donors who take part in co-ordination

The need to reduce the overlap between sector
reviews and the technical teams of the joint
review is also critical if the high transaction
costs facing government are to be reduced. It
was also noted that donors continue to operate
in isolation from each other in many activities,
particularly in areas of institutional support (see
Figure 9.1 — Indicator 1).

The government reported that:

There are too many small overlapping
technical support projects that result in little
overall coherence. UN agencies are parti-
cularly guilty of this approach. Too often
in their desire to be “visible” and “main
players”, they promote projects or activities
with the government that exclude other
donors (hence leading to replication), that
are ill-thought out, and which require too
much management by core government
staff relative to what is gained.

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

Although a formalised national co-ordination
process has been developed for budget support,
no overall agenda exists to cover all aid modal-
ities. In addition, it was reported that, with a
few notable exceptions, there is considerable
scope for the government to take an increas-
ingly pro-active stance (see Table 9.1 — Indicator
2). In the case, for example, of budget support
and some sector programmes, the government
has called donors to order when agreed prin-
ciples have been broken. However, this is not
the case in all dialogue fora and much depends
on the and
concerned.

relevant individuals sectors

The government noted that:

... while the developments in direct
budget support show the government’s
commitment to take a strong lead, direct
budget support is only one aid mechanism.
The signing of the MoU with 15 donors
should help the government to take a
stronger lead, not only on direct budget
support issues but in other areas of donor
support. Nevertheless, the proliferation of
projects across the ministries and
provinces, as well as outside the
government, makes this extremely difficult.

Overall, co-ordination initiatives appear to be
mainly donor-driven.

CAPACITY DEVELOPMENT

Considerable efforts have been made to create
a single pool for supporting capacity building
in PFM through support to the public financial
reform unit UTRAFE (Unidade Técnica de
Reforma da Administracdo Financeira do
Estado) and the rolling-out of SISTAFE, the new
state financial administration system. Other
capacity-building efforts continue to take place
outside these mechanisms (see Table 9.2 —
Indicator 3).
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It was however reported that several small and
frequently overlapping technical support pro-
jects persist in budget formulation, execution,
reporting and review. Furthermore, no over-
arching plan currently exists to build capacity
in the area of aid co-ordination. The govern-
ment noted that “the lack of aid co-ordination
is not only due to scarce capacity, but also to
the way donors operate.” Off budget funding is
one example of bad practice in this area.

The need for longer-term technical assistance
programmes is recognised by both donors and
the government and capacity shortages are
unlikely to be overcome in the short term. In
this connection, the government noted that the
greater consideration should be given to
sustainability when donors provide technical
assistance.

There has been a significant level of diagnostic
activity in Mozambique; This has resulted,
however, in potentially competing initiatives. If
the government is to be able to take a stronger
lead and ownership, implementation activities
need to be harmonised and prioritised with
care in order to avoid the proliferation of poten-
tially conflicting benchmarks. The challenge
now is to identify and implement actions that
lead to measurable results. According to a
Scanteam report in September 2004 (see Box
9.1), “PEM Assessment, Mozambique”, looked
specifically at public finance management and
will need to be considered alongside the other
reports in order to prioritise the recommenda-
tions that have been made, and define the most
appropriate and effective actions that need to
be taken.

Capacity development

» Have weaknesses been identified?

In public financial management YES

In budget planning and execution ~ YES

In co-ordination of aid NO
» Are weaknesses being addressed?

In public financial management YES

In budget planning and execution ~ YES

In co-ordination of aid NO
» Is the level of support appropriate?

In public financial management YES

In budget planning and execution ~ YES

In co-ordination of aid NO!

I ALIGNMENT

RELIANCE ON PARTNERS’ NATIONAL
DEVELOPMENT STRATEGIES

The government’s PRS, called the Plano de
Acgdo de Redugcdo da Pobreza Absoluta (PARPA)
2001-05, provides a good basis upon which
donor-government partnership can be strength-
ened. It also provides a strategic framework for
harmonisation and alignment.

PARPA’s central objective is a reduction in the
incidence of absolute poverty from its 1999
level of 70% to less than 60% by 2005 and less
than 50% by 2010. The plan’s definition of
poverty is multidimensional, encompassing
access to health, education and other services
as well as income. The PARPA concludes that
key determinants of poverty are economic
growth, levels of education of the economically
active population (particularly women), depen-
dency rates, agricultural productivity, employ-
ment opportunities, and basic infrastructure in
rural areas.

The PARPA was improved in 2004 with the devel-
opment of a performance-assessment frame-
work which will be used by all budget support
donors to evaluate government performance in
priority sectors. Additional efforts could be made
to better link budgeting and planning.

TABLE 9.2
INDICATOR 3
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The government’s annual evaluation of the
PARPA document is submitted to parliament to
report on progress in PARPA implementation
and is used by 78% of donors to influence
resource-allocation decisions (see Figure 9.2 —
Indicator 4). Government and donors accept
that there is room for the quality of the docu-
ment to be improved. One United Nations
(UN) agency noted that it is “too general and
macro to be helpful for detailed budget alloca-
tions”. In some cases, values are presented

FIGURE 9.2
INDICATOR 4

Do donors rely on the PRS when programming
official development assistance?

YES (100%)
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0 YES! YES NO NO!

against targets with little explanation for why
the two figures differ and, more generally, the
link between sector activities and outputs and
outcomes indicators could be improved.

BUDGET SUPPORT

Budget support played a pioneering role in the
establishment of a joint donor group (in 1997)
and a joint dialogue mechanism.

Considerable progress has been made in the
last year with the alignment and harmonisation
of donors who provide budget support to
government systems. This culminated in the
government and 15 budget support donors (13
bilateral donors, the European Commission
and the World Bank) signing a MoU in April
2004. These donors have formed a common
group (the G15) that undertook a joint review
of performance in 2004. The G15 use the
government’s annual evaluation document to
report on PARPA implementation and have
agreed with the government on a common
performance-assessment framework.

The government reports that there have been
significant problems with the scheduling of
budget support disbursements in recent years,
with a number of serious problems continuing
in this area in 2003 (see Table 9.3 — Indicator 5).

TABLE 9.3
INDICATOR 5

Is budget support predictable and aligned?

Are budget support donors making: YES!
Finland
France

Germany
Portugal
Switzerland
United Kingdom

European
Commission

» multi-annual commitments?

France
Germany
Italy
Switzerland
United Kingdom

» timely commitments?

» timely disbursements? Finland

YES NO NO!
Belgium Spain Austria
Italy United Nations
Netherlands
Norway
Norway Austria
European Belgium
Commission Netherlands
Portugal
Spain
United Nations
Spain
Switzerland
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Particular reference is made to the back-loading government are the first two quarters of the
of donor disbursements in the fourth quarter year, yet a significant number of donors con-
of 2003, which created difficulties for govern- tinue to disburse at the end of the fiscal year.
ment monetary policy and attempts to control  This factor contributes to very low budget
inflation. The tightest liquidity periods for the execution rates in key PARPA-priority sectors.

. ______________________________________________________________________________________________________________________________________ |
Main findings of the “PFM Assessment, Mozambique 2004” (Scanteam, 2004) BOX 9.1

The 14 donors/funding institutions (“G14”) providing budget support asked that a PFM as-
sessment be carried out, applying a standardised assessment approach. This was enriched
by taking into consideration key framework conditions (political, legal and judicial dimen-
sions, etc.), and the status of public sector reform processes. The main findings are:

1. Overall PFM risk in Mozambique remains high. Management of the economy has been
quite satisfactory, but comprehensiveness and transparency of the budget is poor, the
medium-term planning and budgeting is weak, while budget execution and accounting
and reporting present quite serious weaknesses. The area of greatest concern, however,
is external audit and accountability.

2. At the same time, PFM reforms are moving ahead in a very structured and comprehen-
sive manner. The trend in PFM is therefore seen as quite positive, where successful im-
plementation of the new financial management information system, SISTAFE, is intended
to address many of the current weaknesses.

3. Furthermore, there are improvements in the fields of medium-term planning and budget-
ing, more comprehensive and accessible reporting, and continued strengthening of the
Ministry of Planning and Finance’s internal inspectorate, Inspec¢do Geral de Financas
(IGF). This is having wider repercussions as the IGF is taking on a “mentor” and quality
assurance role vis-a-vis other ministry inspectorates.

4. Contingent liabilities may become important, so an important challenge is to get a com-
prehensive picture of them, and on that basis develop a risk-management plan.

5. The donors have been constructive partners in addressing PFM issues. They have worked
towards harmonising disbursements in line with government-financing schedules, but
predictability of donor disbursements and the volume of off-budget funding remain areas
to improve.

6. Areas that are not moving well are those addressing larger systemic framework con-
ditions. Public sector reform is extremely complex and demanding, yet critical to
future development, and requires more support and action. Improvements in the
judicial and legal sectors, the supreme audit institutions, and a real capacity to re-
duce and combat misdirection of funds and corruption are required in order for
“horizontal accountability” within the state to be strengthened. Accountability of the
state to civil society also remains weak.

7. Future PFM studies should track SISTAFE implementation, contingent liabilities, and over-
all accountability; identify potential “killer assumptions”; and improve local participation
in the process.

The government of Mozambique is focusing on a limited number of instrumental reforms,
notably public sector reform, revenues, SISTAFE, procurement, and IGF. This has rationalised
a very extensive reform agenda: the assessment team found that donors and funding agencies
during 2000-03 presented 280 recommendations covering planning, disbursement, accounting,
audit, political accountability and capacity building.
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PROJECT SUPPORT

In comparison with other countries surveyed,
Mozambique’s systems are used to an average
extent (See Figure 9.3 — Indicator 6).

New government procurement regulations are
expected to be in place by the end of 2004, and
several donors expect the percentage of pro-
jects using government procurement systems to
rise once this has happened.

One bilateral donor reported that government
audit systems are very weak; it consequently
uses external assistance, although it tries to do
this in collaboration with both the government
and other donors. This appears to be typical of
other donors.

FIGURE 9.3
INDICATOR 6

Use of partner country systems

Procurement

Disbursement

Monitoring and
evaluation

y——

| Average value 0 10 20 30 40
. inthe 14 countries

Another bilateral donor notes that the extent to
which government systems are used varies by
sector. For example, government disbursement
systems are used more in the health sector than
in most other sectors.

SECTOR SUPPORT

Indicator 8 measures donor support to sectors
in key policy areas (see Table 9.4). Good
dialogues exist between the line ministries and
the sector donor groups, and sector policies
tend to be clear. However, the link between
sector policies and budget priorities is not well
established. This is partly because it is unclear
who is setting the priorities — the government
or the donors.

The government would like the national budget
and plan to be prioritised over individual sector
efforts. It is hoped that this will become easier
as the performance-assessment framework
becomes more institutionalised.

The Ministry of Planning and Finance (MPF)
annually produces a document which sets
initial budget limits (based on an MTEF), proj-
ects the total domestic and external resources
available, and indicates in which sectors and
provinces these should be allocated. Efforts
have been made to produce MTEFs based on
the sectoral strategy plans as proposals for the
overall document produced by the MPF.

TABLE 9.4
INDICATOR 8

Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

Health  Education = Water  Transport Agriculture
YES YES YES YES YES
YES YES YES YES YES

YES NO NO! NO NO
YES YES YES YES YES
YES! YES! YES! YES! NO
YES! YES N/A NO YES!
YES! YES! YES YES YES!
YES NO NO! NO NO

YES YES YES YES YES
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Although this is theoretically a rolling instru-
ment, in practice this has not been possible
due to poor quality information and a lack of
integration into the budget cycle both at the
MPF and sector levels. Work is currently being
carried out to address these issues and produce
a corresponding methodology. It should involve
reducing the burden of information requested
and trying to fit it into a logical framework
linking resources with actions and policies.

Health sector

61% of donors are currently directly active in
the health sector and a further 28% are involved
in some other capacity, for example through
delegated co-operation arrangements. Several
common funding mechanisms are in place to
address various sub-sector issues such as drugs.
A performance monitoring system (PMS) exists
with formal elements for monitoring poverty
reduction in relation to the PARPA and the
specific monitoring systems in the Ministry of
Health. However, it has not yet been fully
developed.

Education sector

A partially-costed education sector strategic
plan exists but it has not yet been fully inte-
grated into a full medium-term expenditure
framework (MTEF). There is also a heavily
supported common fund but some donors
continue to operate outside it. As it is off-
budget, it is not harmonised with the govern-
ment budget. Many donors in this sector
regularly participate in donor co-ordination
meetings (60%), and 38% use government PMSs.

Water sector

A government water sector policy exists, with
a comprehensive monitoring system; however
there is no sector programme or MTEF. A few
donors are active in the sector (20%) and partic-
ipate in a donor co-ordination mechanism.

Transport sector

Road plans exist, and are to a certain extent
costed, but they do not yet form the basis for a
MTEF that could be used in the budget process.
Though a weakly supported common fund
exists, major donors in this sector continue to
operate outside it.

Are donors streamlining conditionality?

Direct budget support YES!
Health sector YES
Education sector YES
Water sector NO
Transport/road sector YES
Rural development agriculture YES

Rural development

Sector strategic plans exist. Some are costed
but have not yet been institutionalised as a
MTEF in the budget process. A vast number of
indicators exist in agriculture, but they are not
yet streamlined and thus do not constitute a
very well-structured PMS.

Other sectors

Other sectors enjoying donor support include
justice, public financial management, private
sector development, anti-corruption, energy
and mine action.

I HARMONISATION
STREAMLINING CONDITIONALITY

Donors have streamlined conditionality, except
in the water sector (see Table 9.5 — Indicator 7).
In the water sector, there is one common fund
for which the donors and government have set
out basic principles. In practice, however, it is
little supported and two of the largest water
sector donor programmes are not incorporated
into the fund.

Streamlining of conditionalities is strong in the
context of budget support. In the health, edu-
cation and agriculture sectors, there is a good
dialogue between sector ministries and donors.
It is however reported that neither the sector
donors nor the line ministries sufficiently com-
municate these arrangements to the MPF and
the Government-Donor Budget Support Joint
Steering Committee.

TABLE 9.5
INDICATOR 7
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TABLE 9.6 Who is delegating co-operation?
INDICATOR 9
YES! YES NO NO!
Germany Norway Denmark Australia
Iceland Spain Austria
Switzerland Belgium
United Finland
Nations France
Italy
Japan
Netherlands
Portugal
United
Kingdom
European

Commission

FIGURE 9.4 Number of donor missions: 133
INDICATOR 10
UN 50
France 16
European
Commission i
Switzerland I 16
Italy 7
Missions
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TABLE 9.7 Are diagnostic reviews being streamlined?
INDICATOR 11
Diagnostic reviews
(2001-03)
1 CFAA 3 IMF ROSCs
2 PERs 1 World Bank PETS
1 CPAR 6 donor audits

TABLE 9.8 Who is sharing country analytic work?
INDICATOR 13
YES! YES NO NO!
Norway France Australia Finland
European Portugal Austria Japan
Commission  Syvitzerland ~ Denmark
United Germany
Nations Iceland
Italy
Spain

DELEGATED CO-OPERATION

11% of donors in Mozambique claim to be party
to an agreement to perform tasks on behalf of
other donors (see Table 9.6 — Indicator 9).

DONOR FIELD MISSIONS

In 2003, the number of donor missions to
Mozambique exceeded 130 (see Figure 9.3 —
Indicator 10), not including the World Bank.
Only 3% of all missions were undertaken jointly
between donors.

STREAMLINING DIAGNOSTIC REVIEWS

In the period 2001-03, at least 14 diagnostic
reviews were undertaken in Mozambique (see
Table 9.7 — Indicator 11). 4 reviews involved
more than one donor and 6 resulted in the
production of an action plan.

DISCLOSING INFORMATION

Only 28% of donors provide three-year indicative
envelopes on expected aid flows, with most
planning over a shorter timeframe (Indicator
12a — Table not presented).

61% of donors claim to provide comprehensive
and regular information about in-country
disbursements (Indicator 12b — Table not
presented). The government reports that parts
of government (normally the relevant sector
ministry) are usually notified about disburse-
ments; however, this information often fails to
reach all parts of the MPF and there is clearly a
need for improvement in this area.

Only 13% of donors regularly shared information
on their country analytic work on the country
analytic Web site (see Table 9.8 — Indicator 13).
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ACRONYMS
CFAA Country financial accountability assessment
CPAR Country procurement assessment report

DANIDA  Danish International Development Agency

IMF ROSC  International Monetary Fund’s
Report on the Observance of Standards and Codes

MoU Memorandum of understanding
MPF Ministry of Planning and Finance
MTEF Medium-term expenditure framework

PARPA Plano de Ac¢do de Reducdo da Pobreza Absoluta
(Mozambique)

PEFA Public Expenditure and Financial Accountability
PER Public expenditure review

PETS Public expenditure tracking surveys

PFM Public financial management

PMS Performance monitoring system

PRS Poverty-reduction strategy

UN United Nations
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The survey sought to measure

objective evidence of progress

against 13 key indicators on

harmonisation and alignment

(see Foreword). A four-point

scaling system was used for all

of the “Yes/No” questions:

1. “Yes without reseservations”
represented here as: YES!

2. “Yes with reservations”:
represented here as: YES

3. “No with reservations”

represented here as: NO

4. “No without reservations”
represented here as: NO!

Specific technical criteria were

suggested to guide responses

(See Annexes). Respondents

were also invited to provide

a brief explanation when

they expressed reservations

(Categories 2 and 3 above).

The qualitative information

they provided has informed

this chapter.

he government of Nicaragua is currently developing a new national

development plan (NDP)— the basis for a new poverty-reduction strategy

paper (PRSP). Donors recognise the progress accomplished by government
— 88% support the government’s agenda — and call for increased efforts to finalise
the NPD and develop a medium-term expenditure framework as a foundation for
more effective alignment. On the harmonisation front, the “Declaration of Managua”,
signed in October 2003, presents the government and donors’ shared principles and
expectations for improved donor co-ordination. In this connection, the government
has been active in establishing a mechanism for improved donor co-ordination at sector
level, the so called “mesas” or roundtables. Considerable discussion is also underway
on the provision of budget and sector support which is expected to significantly
increase in the near future when government systems have been strengthened.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

The “Declaration of Managua”, signed in October 2003, expressed the Nicaraguan
government and donors’ shared principles and expectations for improved donor
co-ordination. The government has established a mechanism for donor co-ordination
with sector fora called “mesas” (roundtables). However, the government is yet to
establish a specific plan for harmonisation and alignment. Indeed, harmonisation and
alignment initiatives do not take place in all of these mesas, with one bilateral donor
reporting that: “... the multitude of
roundtables provides a forum for
sectoral discussions, but the organisa-
tional structure, interactions among
roundtables and relations between

FIGURE 10.1
INDICATOR 1
1 ——
Are donors supportive of
the government’s harmonisation agenda?
sub-roundtables

roundtables  and

100

9% YES (88%) remain undefined and confusing.”
L |

80 According to this survey, the exchange

20 of information between different sector

groups is constrained; some fora have

60 . .
not been officially inaugurated, have
el not met regularly, and have poor oper-
40 ational systems (e.g. lacking rules of
30 operation and clarity of membership).
20 Having said this, 88% of donors
NO (12%) . .
10 . consulted in this survey currently
0% support the government’s agenda (see
U YES! YES NO NO!

Figure 10.1 — Indicator 1).
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FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

Throughout the third quarter of 2004, the
government was heavily absorbed in the
develop-ment of a complicated input-output
activity planning matrix, which involved all line
ministries. The government has stated its inten-

appropriate level of authority in co-ordinating
development assistance (see Table 10.1 -
Indicator 2).

“Co-ordinating  International  Development
Co-operation”, a paper prepared by the Ministry
of Foreign Affairs, states that:

Nonetheless, to continue the transition

from being recipients of co-operation

tion to use these matrices as the basis for
discussion in the donor co-ordination fora.

to being managers of co-operation,
Nicaraguan leadership must be
The government view (expressed by the Central consolidated in all actions related to

Bank) is that it recently has exercised an inter-institutional co-ordination.
I EEEEEE——
BOX 10.1 Recommended actions (Draft JCLA Report, November 2004)

Key actions for the government include:

m The Ministry of Foreign Affairs must proactively explain the critical importance of the
harmonisation and alignment (H&A) process to a wide range of government entities,
civil society and other stakeholders.

m The government will take measures to ensure that in all sectors it takes ownership and
leads the H&A process.

m The government should ensure results-oriented management for all sector mesas
and that cross-cutting issues (e.g. gender, the environment and human rights) are
incorporated into all roundtable discussions.

m The government should maintain and strengthen its policies on transparency, fiduciary
responsibility, as well as those combating corruption.

m The government should develop a detailed plan to strengthen its capacity to support
and promote the H&A process in Nicaragua.

m The government will encourage the adoption of laws for civil and judiciary career
reform in the national assembly.

m The Ministry of Finance should complete a MTEF in 2005 and promote the necessary
conditions for its full and proper implementation in 2006.

Key actions for donors include:

m Donors should proactively endorse and promote the H&A process among all parties
and at all levels to address the existing gap between the concepts and the reality of
practices on the ground.

m Donor focal points for sector mesas should report on a regular basis on the status and
progress of each roundtable.

m Donors should improve communications between HQ and field representations with a
view to establish common positions that effectively support the H&A agenda.

m Donors should establish mechanisms aimed at improving monitoring and follow-up
systems on their own progress and identify, analyse and disseminate best practices and
lessons learned.

®m Donors should promote regular participation and follow-up of commitments made at
the mesa level.

m Donors should provide timely and reliable information on their co-operation
programmes to enable the government to develop medium-term plans.

m Donors should co-ordinate and harmonise their support for capacity building for the
country’s aid delivery management systems and procedures.
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This document is intended to serve

as input for civil servants from the
government, public and private
institutions, the international community,
civil society, and the public at large,
about efforts and experiences that have
been undertaken by Nicaraguans to
support better co-ordination of
international co-operation.

This represents a key initiative in raising
awareness and fostering greater ownership.
The paper emphasises the fact that innovative,
inclusive approaches are being used, and that:

... this process is being carried out in
a manner consistent with eminently
national conditions and traits, and is
not a mechanical replication of other
models that have been undertaken in
other countries.

The Multilateral Organisations Performance
Assessment Network (MOPAN), an informal
network of like-minded donors, evaluated the
performance of multilateral agencies at the
country level. In 2003, it conducted a pilot
performance assessment of selected agencies
involved in the health sector in eight countries,
including Nicaragua. The assessment looked at
the support for national policies and institutions
and participation in aid co-ordination activities.
In the case of Nicaragua, the Pan American
Health Organisation was identified as a signifi-
cant player; however, the report concluded that:
“If transparency in multi-agency dialogue means
actively sharing information, this is hardly the
case in Nicaragua.”

The Joint Country Learning Assessment (JCLA)
work that has been going on through 2004 is
directly relevant to the present survey. The
outputs and findings of the autumn 2004 JCLA
report will help to define a way forward that
will extend beyond the High-level Forum II
(HLF ID. The findings of the May 2004 report
highlighted some key issues that have also

Is government co-ordinating aid?

Is there a formalised process for dialogue? YES
Is government proactive? NO
Is government in the driving seat? YES!

Do donors’ rules support harmonisation?  YES

65 %

% of donors who take part in co-ordination

Capacity development

» Have weaknesses been identified?

In public financial management YES!
In budget planning and execution ~ YES!
In co-ordination of aid YES!
» Are weaknesses being addressed?
In public financial management YES
In budget planning and execution ~ YES
In co-ordination of aid YES
» Is the level of support appropriate?
In public financial management NO
In budget planning and execution NO
In co-ordination of aid YES

been reflected in this survey. These include the
need for an information centre to facilitate the
sharing of findings, definition of the govern-
ment’s capacity-building needs in the various
sectors, and the establishment of improved co-
ordination mechanisms between donors.

Actions recommended by the November 2004
draft JCLA report are shown in Box 10.1.

CAPACITY DEVELOPMENT

Both donors and the government acknowledge
the existence of weaknesses in financial man-
agement, procurement, budget formulation,
execution, reporting and review and aid co-or-
dination. With the exception of aid co-ordina-
tion, the government is reported to have insuf-
ficiently clarified or prioritised its capacity
building needs (see Table 10.2. — Indicator 3).

TABLE 10.1
INDICATOR 2

TABLE 10.2
INDICATOR 3
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FIGURE 10.2
INDICATOR 4

Do donors rely on the PRS when programming
official development assistance?

100

YES (90%)
90
80
70
60
50
40
30
20
0,
0 NO (10%)
5% | 5%
0 YES! YES NO NO!

I ALIGNMENT

RELIANCE ON PARTNERS’
NATIONAL DEVELOPMENT STRATEGIES

Nicaragua’s current poverty-reduction strategy
is the PRS-I and a new national development
plan (NDP) is being developed by the govern-
ment, which will form the PRS-II. The quality
of the existing PRS is uneven. For example,
whilst the education sector PRS provides a
good framework for support, it is weaker in
other areas, particularly rural development and
decentralisation. There are four policy reform
matrices currently in use: the Inter-American
Development Bank (IDB) social policy loan
matrix; World Bank Poverty Reduction Support
Credit (PRSC) matrix; European Commission
education budget support matrix; and the PRS-
I matrix. Several multilateral budget support
donors are encouraging the use of a single,
smaller policy matrix. However, until the
government presents the new PRS-II/NDP
policy matrix, donors report that it remains
difficult to formally align (see Figure 10.2 —
Indicator 4).

The co-ordinating organisation of Nicaraguan
non-governmental organisations (NGOs) has
expressed reservations about the
PRS-II/NDP noting, for example, that the views
of civil society have not been represented. In
addition, it claims that prioritisation decisions
are made on the basis of “subjective and
narrow” indicators that overlook important
developmental aspects. A number of donors
have also expressed concern about the PRS
review process, stating that the target indicators
are set much too low; the annual review has
not been a participatory process; and no
institutionalised monitoring process exists.

serious

The Civil Coordinator Coalition is a coalition of
more than 350 organisations (e.g. social move-
ments, NGOs, sector networks, producers’
associations, unions, federations) that decided
to collaborate on emergency relief efforts post-
Hurricane Mitch. Though the coalition was not
a respondent to the survey, they have been
publishing papers on their Web site that are
relevant to the overall objective of ensuring
ownership of the PRS process. It is not clear how
closely they have been involved in more recent
discussions. It is recommended that wider stake-
holder engagement is considered in the future.

BUDGET SUPPORT

The government has not yet developed a
medium-term or multi-year expenditure frame-
work. Several donors are, however, consid-
ering providing budget support in Nicaragua
and are working with the government to create
the conditions and mechanisms necessary for
its delivery (see Table 10.3 — Indicator 5).

Both Finland and Norway produced reports in
the second quarter of 2003 on this issue. The
Norwegian report stated that “many of the condi-
tions for giving budget support to Nicaragua
are in place”. However, another bilateral donor
noted that this report had been too optimistic,
observing that “the necessary conditions for
budget support still do not exist; for example,
there is serious discord between the assembly
and executive and serious weaknesses in the
medium-term budget framework.”
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Is budget support predictable and aligned?

Are budget support donors making: YES!

» multi-annual commitments? Germany
IDB

World Bank

IDB
World Bank

» timely commitments?

Sweden
Switzerland
IDB

» timely disbursements?

A Budget Support Group (which comprises
seven bilateral and three to four multilateral
donors) was established in the third quarter
of 2003, with the objective of drawing up
“a calendar of activities that would enable
general support from this group for Nicaragua’s
budget in the budgeting exercise of 2004”.
This is linked to the group acknowledging
that in general “the conditions for supplying
support to Nicaragua’s national budget, either
directly or through the Supplementary Social
Fund, are in place”.

The Budget Support Group has now more or
less finalised its work on the joint financing
arrangement (JFA) that will define the mecha-
nism to be used to provide co-ordinated budget
support. An essential element of the JFA is the
performance-assessment matrix that will help
monitor progress in implementing a pro-poor
growth policy. The matrix uses the govern-
ment's PRSP-II as its main input. Discussions
over the JFA between the government and
participating donors were scheduled to begin
in October 2004, with the intention that the JFA
be signed before the beginning of 2005. The
total financial envelope is likely to be worth
approximately USD 100 million a year, which
means that this harmonisation mechanism
would represent close to 20% of total aid flows
to Nicaragua.

TABLE 10.3
INDICATOR 5
YES NO NO!
France Austria Italy
Switzerland Denmark
European Finland
Commission Netherlands
Sweden
United Kingdom
France Canada
Sweden Finland
Switzerland Netherlands
European
Commission
Netherlands Canada
European Finland
Comission
World Bank
Use of partner country systems FIGURE 10.3
INDICATOR 6

R
A

Audit

Monitoring and
evaluation

Reporting

v
Averagevalue 10 20 30 40 50
. inthe 14 countries

PROJECT SUPPORT

In comparison with other countries surveyed,
Nicaraguan government systems are used to an
average extent (see Figure 10.3 — Indicator 6).

Attention was drawn by several donors to
specific weaknesses in government systems;
for example, the lack of national systems for
monitoring and evaluation. Many donors that
do use government systems reported they also
use their own.
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TABLE 10.4
INDICATOR 8

Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

SECTOR SUPPORT

Comments from government departments
regarding donor support to sectors in key
policy areas varied (see Table 10.4— Indicator 8).
For example, the Department of Education stated
that “the government exercises full authority in
co-ordinating development assistance” whilst
ENACAL (Empresa Nicaragtiense de Acueductos
y Alcantarillados) noted that “most of the time,
projects do not reflect sector priorities, but
rather donor priorities.” The Ministry of Transport
and Infrastructure explained that it outlines
transport sector strategies; when donors accept
them, it then supervises the implementation of
projects in the sector.

Health sector

Health sector policy currently lacks clarity, but
a national health plan is being finalised and is
expected to undergo a consultation process in
November 2004. The plan, which will be fully
aligned with the PRSP and NDP, will have a
sector approach supported by several donor
agencies. The health sector mesa, co-ordinated
on behalf of the donor community by Sweden,
is still nascent and a formalised government
performance monitoring system for the health
sector is yet to be established. Some donors use
government performance measurement work,
but tend to supplement it with their own research

Health  Education = Water  Transport Agriculture
YES YES! NO NO YES
YES YES NO! NO NO
NO NO NO NO NO
YES YES! NO! NO YES
YES YES YES NO NO
NO NO NO NO NO
YES YES NO NO YES
NO NO NO! NO! NO
NO YES NO NO NO

and analysis. Development of an MTEF is
expected by 2006, which is part of the multi-sector
plan for the improvement of public finance.

Education sector

According to Canada, the education sector
has made the most progress in harmonisation
in Nicaragua. It noted that clear policy — and
co-ordination and harmonisation mechanisms
—have been established and that a good relation-
ship exists between the Ministry of Education
and the donor community. Conversely, several
other donors reported that education sector
policy is unclear. The government is currently
establishing new sector policies and strate-
gies. Existing government monitoring systems
are weak, though they are in the process of
being strengthened, and a MTEF is expected
to be established by 2006. The World Bank has
prepared an education sector credit and plans
to establish a memorandum of understanding
with other agencies to support harmonisation
in this sector through four main actions:
B Financing part of the sector plan.
B The use of government procurement
and financial management arrangements.
B The use of a common set of monitoring
indicators with other agencies.
B Planning joint missions to supervise
implementation of the sector plan
with other agencies.
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Water sector

Leadership problems on the part of the govern-
ment are reported in the water sector. The
sector mesa is yet to be established and some
sector issues are currently dealt with under the
health sector mesa, with others dealt with
under the infrastructure mesa. No clear sector
policy has been currently established and there
are no government performance monitoring
systems or donor co-ordination processes in
place. A new law concerning the water sector
is being processed, but it has not been approved
yet due to political reasons.

Transport sector

A transport sector mesa and a national transport
action plan have been established, though no
regular meetings have taken place. Despite nine
donors (Denmark, Japan, Netherlands, Spain,
United States, European Commission, IDB, United
Nations, and the World Bank) being active in
the sector, a donor co-ordination mechanism
has not yet been established, although this is
expected shortly. Government oversight of
existing programmes in the sector is reported
to be weak, which has resulted in excessive
cost overruns, low quality and delayed project
implementation. A government-performance
monitoring system is under development.

Rural development

The national rural development strategy was
presented by the government in August 2004;
however, it is yet to be discussed with the
donor community in Nicaragua. Nearly 20 donor
agen-cies work in the rural sector; Denmark,
COSUDE (Agencia Suiza para el Desarrollo y la
Cooperacion), and the World Bank will prob-
ably be first to engage in an integrated farming
basket fund mechanism. More agencies are
becoming involved in the sector approach.

Other sectors

Other sectors receiving donor support include
modernisation of the state / good governance,
decentralisation, energy, fisheries, private sector
development, justice, trade development and
human rights.

Are donors streamlining conditionality?

Direct budget support NO
Health sector NO
Education sector NO
Water sector NO
Transport/road sector NO
Rural development agriculture NO

TABLE 10.5
INDICATOR 7

Who is delegating co-operation?

YES! YES NO NO!
Canada Denmark Austria Germany
Italy Finland United  Luxembourg
Netherlands ~ France Nations Spain
Switzerland Japan Sweden
United  United States European
Kingdom Commission
World Bank IDB
NGOs

I HARMONISATION
STREAMLINING CONDITIONALITY

No documents relating to common conditions
currently exist for any sector or modality in
Nicaragua (See Table 10.5 — Indicator 7).
Respondents drew attention to attempts to
agree toa common matrix based on performance
indicators.

DELEGATED CO-OPERATION

Indicator 9 shows that 30% of donors are
currently performing tasks on behalf of other
donors (see Table 10.6). Specific examples of
arrangements include: Canadian co-operation
with the United Nations Population Fund
(UNFPA) on a reproductive health programme;
French delegation of responsibility for nego-
tiating sector assistance to the European
Commission; and other informal agreements
and tacit arrangements. A number of donors
also participate in basket funding in the
health sector (though no donor assumes lead
responsibility for this).

TABLE 10.6
INDICATOR 9
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FIGURE 10.4
INDICATOR 10

Number of donor missions: 278
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TABLE 10.7
INDICATOR 11

Are diagnostic reviews being streamlined?

Was it undertaken
jointly?

Diagnostic reviews
(2001-03)

CFAA YES

CPAR YES

HIPC Tracking Assessment NO

TABLE 10.8 Who is sharing country analytic work?
INDICATOR 13
YES! YES NO NO!
United States Switzerland ~ Austria Germany
World United Canada  Luxembourg
Bank Kingdom Denmark  Netherlands
IDB Finland
United France
Nations Japan
Spain
Sweden
European
Commission
NGOs

Almost all donors delegate responsibility for
administration of the joint donor anti-corrup-
tion basket fund to Norway. One bilateral donor
notes that it is important not to refer to such
arrangements as “silent partnerships”, pointing
out that key policy decisions are taken with
unanimity of all contributors, and that Norway
is not entitled to make its own decisions on the
use of the funds.

DONOR FIELD MISSIONS

Donors participated in nearly 300 missions in
2003, of which less than 10% were conducted
jointly (see Figure 10.4 — Indicator 10).

STREAMLINING DIAGNOSTIC REVIEWS

Between 2001 and 2003, three diagnostic re-
views were undertaken in Nicaragua, two in-
volving more than one donor (see Table 10.7
— Indicator 11). It is expected that the CFAA,
which was led by the IDB, will serve as a basis
for a capacity enhancement programme.

DISCLOSING INFORMATION

Several donors draw attention to the lack of
existence of a government MTEF but many
of them claim to make multi-annual commit-
ments (Indicator 12a — Table not presented).
For the European Commission
programmes aid through its country strategy
over a five-year horizon and Spain plans it
over a four-year horizon through the Hispanic-
Nicaraguan Mixed Cooperation Commission.
However, the extent to which these commit-

example,

ments are confirmed or solely indicative, is
unclear.

As an illustration of this, the Netherlands
explains that while it has multi-annual planned
expenditure data available, it is reluctant to
share it due to the possibility of it changing in
light of subsequent events. It cites the example
of its 2003 budget which showed substantial
reductions when compared to previous esti-
mates as a result of the poor state of the Dutch
economy in 2002-03. Other donors, e.g. Finland,
make multi-annual commitments that
contingent on annual parliamentary approval.

are
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With respect to the notification of actual
disbursements (Indicator 12b — Table not
presented), donors draw attention to the lack
of a unified project registry or mechanism to
easily share such data with the government.
Some donors, such as the United Kingdom, are
supporting the construction of a centralised
financial administration system to address this
weakness.

Many donors allude to informal methods used
for sharing country-specific analytical informa-
tion with relevant stakeholders, but few main-
tain country-specific information on the
Internet, other than high-level country strategy
papers. 68% of donors do not regularly make
their country analytical work available on the
Internet (see Table 10.8 — Indicator 13).
Increased use of the Ministry of Foreign Affairs
Web site for sharing information might be
considered.

ACRONYMS

CFAA  Country financial accountability assessment
CPAR  Country procurement assessment report
HIPC  Heavily indebted poor countries

HLF  High-Level Forum

IDB  Inter-American Development Bank

JCLA  Joint Country Learning Assessment
(Nicaragua)

JFA Joint financing arrangement

MTEF  Medium-term expenditure framework
NDP  National development plan

NGO Non-governmental organisation

PRS  Poverty-reduction strategy

PRSP Poverty-reduction strategy paper

UN  United Nations
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INIGER

The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

draft poverty-reduction strategy paper (PRSP) was finalised in 2003 and a

joint government-donor committee was established to organise the PRSP

process in mid 2003. At the June 2003 PRSP Forum, donors agreed to support
the government’s efforts in three key areas: (i) aligning external assistance with the
PRSP and the budget cycle; (i) improving co-ordination and harmonisation of their
assistance at national and sector levels; and (iii) continuing joint efforts to strengthen
national public finance systems. A broad framework was also endorsed to improve
predictable funding and rationalise procedures for project management. The
government PRSP secretariat has drafted, with support from the World Bank, a
harmonisation action plan; however, the document is yet to be finalised and formally
adopted by the government. This survey also suggests that effective government
ownership over the consultation process has been hampered by lack of resources
and capacity.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

A formal government-donor committee was established to help finalise the draft
PRSP and organise the June 2003 PRSP Forum. Since then the committee, in spite
of government’s efforts, has not been playing an active role including in the area of

harmonisation. In this connection,

FIGURE 11.1

INDICATOR 1

I ——
Are donors supportive of the
government’s harmonisation agenda?

while a comprehensive harmonisa-
tion plan is not yet in place, there is
an informal and ongoing process to
align the PRSP, sector policies and the

100 national budget.
0 According to this survey, 57% of
80 donors indicated that they are
70 supporting the government’s agenda
see Figure 11.1 — Indicator 1).
60 YES (57%) ( & )
50
NO (43%)
40
30
20
10
0%
g YES! YES NO NO!
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TABLE 11.1 Is government co-ordinating aid?

INDICATOR 2
Is there a formalised process for dialogue? NO
Is government proactive? NO!
Is government in the driving seat? NO
Do donors’ rules support harmonisation? NO!

33%

% of donors who take part in co-ordination

TABLE 11.2 Capacity development
INDICATOR 3
Have weaknesses been identified?
In public financial management YES
In budget planning and execution  YES
In co-ordination of aid NO!
» Are weaknesses being addressed?
In public financial management YES
In budget planning and execution ~ YES
In co-ordination of aid NO!
» Is the level of support appropriate?
In public financial management YES
In budget planning and execution  YES
In co-ordination of aid NO

FIGURE 11.2 Do donors rely on the PRS when programming
INDICATOR 4 official development assistance?
100
o0 YES (90%)
80
70
60
50
40
30
20
0 NO (10%)
0%
g YES! YES NO NO!

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

The government is yet to establish a formal
co-ordination and dialogue mechanism (see
Table 11.1 — Indicator 2). The Ministry for the
Economy and Finance occasionally takes a
leading role, in collaboration with the perma-
nent secretariat of the PRSP (which is based in
the Prime Minister's Office). However, this
arrangement has been informal and the govern-
ment needs to formalise a framework for
general co-ordination and dialogue, and
designate an organisation to take the lead.

On the donor side, several sectoral donor
co-ordination fora have been established,
including groups for health, education, rural
development and water.

CAPACITY DEVELOPMENT

Currently, there is no national capacity-
building development plan in Niger; however,
donors finance ad hoc programmes to develop
capacity — either within the framework of their
respective programmes or through a joint
framework (see Table 11.2. — Indicator 3). The
best example of this is the joint public expen-
diture management and financial account-
ability assessment review (PEMFAR), which
will serve as a basis for a capacity-enhance-
ment programme to strengthen Niger’s public
finance systems. When the PEMFAR report is
finalised, it is expected that it will result in an
action plan to address financial management
weaknesses in Niger.

It might be noted, that there are not any plans to
address capacity weaknesses in aid co-ordination.
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Is budget support predictable and aligned?
Are budget support donors making: YES!

» multi-annual commitments? European
Commission
IMF
United Nations

World Bank

» timely commitments? Belgium

IMF

»timely disbursements?

I ALIGNMENT

RELIANCE ON PARTNERS’
NATIONAL DEVELOPMENT STRATEGIES

As mentioned above, a joint government-
donor committee was established to organise
the PRSP process in June 2003. The PRSP still
needs to be refined in a number of areas to be
more effective. For example, performance indi-
cators have only been identified in the basic
education sector.

One PRSP review has taken place to date, but
it lacked a clear methodology and agenda (see
Figure 11.2 — Indicator 4). According to a large
multilateral donor, the government would ben-
efit from a formal framework for allocating re-
sources. In this respect, it notes that: “while a
progress report on the implementation of the
PRSP was produced by the authorities in July
2003, with inputs from main donors, it did not
serve as a basis for the allocation of resources.”

BUDGET SUPPORT

Four donors provide budget support to Niger.
These are: France, the European Commission,
the International Monetary Fund (IMF), and the
World Bank (see Table 11.3 — Indicator 5). Both
the European Commission and the World Bank
report that their budget support programmes
are designed in such a way that commitments
are notified in time to feed into the national
budget preparation process, provided that the
government satisfies conditionalities linked to
disbursements.

TABLE 11.3
INDICATOR 5
YES NO NO!
Belgium France
United Kingdom
European France
Commission  United Kingdom
World Bank  United Nations
Belgium United Kingdom
Use of partner country systems FIGURE 11.3
INDICATOR 6

S——
Monitoring and
evaluation ]
v

v
Averagevalue o 10 20 30 40 50 60 70
. inthe 14 countries

PROJECT SUPPORT

In comparison with other countries in this
survey, Niger's government systems (particu-
larly its procurement systems) are used more
than average (see Figure 11.3 — Indicator 6).
Donors are providing support to increase the
quality of country systems.

The World Bank, for example, is currently
assisting the government in strengthening
public procurement procedures through an
institutional development fund.

In other areas, according to most donors, audit,
monitoring and evaluation, reporting and dis-
bursement and, to a lesser extent, procurement,
are undertaken using external assistance.
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TABLE 11.4
INDICATOR 8

Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

SECTOR SUPPORT

Initial efforts by the government have
focused on enhancing harmonisation at the
sector level (see Table 11.4 — Indicator 8), and
specifically in the education sector. Progress in
this sector is monitored closely with the view
of using it as an example of good practice to be
replicated in other sectors, e.g. health and rural

development.
Health sector

A health sector strategic action plan, medium-
term expenditure framework (MTEF) and linked
support programme are all currently under
development with the support of donors. The
European Commission is providing technical
assistance to the Ministry of Health to assist in
this process. The MTEF, linked to the PRSP, is
being developed with the support of the World
Bank. Donor co-ordination arrangements, led
by Belgium, are being finalised.

Health  Education = Water  Transport Agriculture
NO YES NO! NO! NO
YES! YES! YES NO NO
NO NO NO NO! NO

YES YES YES YES YES
NO! YES NO! NO! NO!
NO! NO NO! NO! N/A
YES! YES! YES! YES YES!
NO NO NO NO NO

NO NO NO NO NO

Education sector

An education sector policy has existed for
several years and 86% of donors active in the
sector rely on it to programme their assistance.
Budget support indicators have been identified
within the policy, although greater clarity is
required in terms of data collection systems. As
with the health sector, an MTEF, linked to the
PRSP, is being developed with the support of
the World Bank. Co-ordination of donor activity
was being led by Canada until recently, when
France took over responsibility for the task.

Water sector

Though a water sector strategy was adopted in
2001, it is reported to be weak and not many
donors are aligned to it. According to this
survey, 50% of donors are active in the sector
and meet regularly under the leadership of
Switzerland. These meetings are more a means,
however, to share information than to co-ordi-
nate activity; for example, the government
does not participate in the forum. There is no
water sector MTEF or performance monitoring
system; it is felt that little progress is currently
being made towards harmonisation.
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Transport sector

Donors participated in a policy dialogue work-
shop with the government to formulate a trans-
port strategy, which was later presented in April
2004. The European Commission is the main
stakeholder in this sector and is financing insti-
tutional strengthening to support implemen-
tation of the new policy. There is no formal
donor co-ordination arrangement, although the
main sector donors meet on an informal and
ad boc basis.

Rural development

A sector strategy has been established, and an
action plan for its implementation (including
a MTEF and budget support programme) is
currently under development with the support
of the Food and Agriculture Organization (FAO)
and the World Bank. France is taking the lead
in donor co-ordination.

Other sectors

Other sectors in which harmonisation initiatives
are taking place include food security, decen-
tralisation, and recently, the justice sector. They
all have formal donor co-ordination processes
in place.

I HARMONISATION

The government recognises that setting up a
harmonisation programme is an important step
toward increasing aid effectiveness. It has made
some progress in the harmonisation agenda,
through:

B Conducting dialogues that led to
the formulation of the PRSP.

B Taking steps to identify capacity-building
needs in financial management.

B Making efforts to reform government
procurement and other procedures
(e.g. introducing new budgetary system
of classification).

B Strengthening the judicial system to
integrate investment and recurrent
expenditures.

B Preparing five-year MTEFs in the
education and health sectors associated
with regular public expenditure reviews.

Are donors streamlining conditionality?

Direct budget support NO
Health sector NO
Education sector NO
Water sector NO
Transport/road sector NO
Rural development agriculture NO

Key areas for further action include: improving
the co-ordination and dialogue process; greater
pro-activity by the government (especially in
creating a clearer agenda for harmonisation);
and attention to the identification and implemen-
tation of capacity-development requirements that
will support the aid co-ordination and financial
management processes.
information exchange between donors also need
to be enhanced.

Communication and

STREAMLINING CONDITIONALITY

According to the government, the suspension
of budget and sector support depends on con-
ditions defined bilaterally between it and each
donor, within the framework of their financ-
ing convention (see Table 11.5 — Indicator 7).
Informal discussions are held between the
principal donors in an attempt to harmonise
conditionalities, avoid financing duplications
and agree on reforms of the progress indica-
tors. The ultimate objective of the government
and donors is to develop a common frame-
work defining conditionalities, which would
be supported by joint evaluation missions to
assess progress of reform implementation. Much
work remains ahead to achieve this goal.

TABLE 11.5
INDICATOR 7
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TABLE 11.6 Who is delegating co-operation?
INDICATOR 9
YES! YES NO NO!
Switzerland Belgium
IMF France
United Germany
Nations Japan
United
Kingdom
European
Commission
World Bank
FIGURE 11.4 Number of donor missions: 98
INDICATOR 10
Belgium |16
Japan - 7
European
Commigsion - d -
[ Missions
France - 7 Il oint
Switzerland . 5
mF |2
Germany I 2
0 10 20 30 40 50
TABLE 11.7 Who is sharing country analytic work?
INDICATOR 13
YES! YES NO NO!
IMF Belgium United France
United Japan Kingdom Germany
Nations Switzerland
World Bank European
Commission

DELEGATED CO-OPERATION

No single donor claims to be party to an agree-
ment to perform tasks on behalf of other donors
but 30% of donors report being so with reserva-
tions (see Table 11.6 — Indicator 9). The United
Nations (UN) reported that several multi- and
bilateral donors conclude agreements with UN
agencies to implement programmes with their
support. Switzerland acts as the delegating
donor in a forum to establish a national water
and sanitation commission.

DONOR FIELD MISSIONS

Approximately 90 missions took place in Niger
in 2003; 20% of which were undertaken jointly
(see Figure 11.4 — Indicator 10).

STREAMLINING DIAGNOSTIC REVIEWS

Under the leadership of the Ministry of
Finance and Economy, the European Com-
mission, France, United Nations Development
Programme (UNDP), African Development
Bank (AfDB), and the World Bank, initiated a
joint PEMFAR to serve as a basis for a capacity-
enhancement programme to strengthen Ni-
ger’s public finance systems. An HIPC (heavily
indebted poor countries) tracking assessment
was also conducted (in 2001 and 2004) as
well as various donor audits (Indicator 11 —
Table not presented).

DISCLOSING INFORMATION

According to the government, the principal
budget support donors provide information on
the envisaged amount of funds to be disbursed,
and the conditions that must be satisfied to
trigger disbursement within their respective
In the education sector, basket
funding for the basic education development
programme introduced a degree of predictability

missions.

and harmonisation. However, the government
and donors are yet to agree on procedures for
notifying disbursements related to donors’
developmental activities in other sectors.

The survey shows that 50% of donors claim to
notify government on indicative disbursements
they plan to release over at least a three-year
period (Indicator 12a — Table not presented).
70% of donors claim to provide comprehen-
sive and regular information about in-country
disbursements (Indicator 12b — Table not
presented).

30% of donors share information on their
country analytic work on the country analytic
Web site (see Table 11.7 — Indicator 13).
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ACRONYMS

HIPC Heavily indebted poor countries

IMF International Monetary Fund

MTEF Medium-term expenditure framework

PEMFAR  Public expenditure management and
financial accountability assessment review

PRS Poverty-reduction strategy
PRSP Poverty-reduction strategy paper
UN United Nations
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The survey sought to measure

objective evidence of progress

against 13 key indicators on

harmonisation and alignment

(see Foreword). A four-point

scaling system was used for all

of the “Yes/No” questions:

1. “Yes without reseservations”
represented here as: YES!

2. “Yes with reservations”:
represented here as: YES

3. “No with reservations”

represented here as: NO

4. “No without reservations”
represented here as: NO!

Specific technical criteria were

suggested to guide responses

(See Annexes). Respondents

were also invited to provide

a brief explanation when

they expressed reservations

(Categories 2 and 3 above).

The qualitative information

they provided has informed

this chapter.

full poverty-reduction strategy paper (PRSP) was completed in Senegal in

December 2001. Even if some harmonisation and alignment principles are

contained in the framework of documents around the PRSP, it does not
articulate a government plan for harmonisation and alignment. While a donor co-
ordination group does exist, there is still significant scope for the government to
enhance its ownership over it. With regard to choice of aid modalities, the
government would like to see donors making greater use of budget support as a
way of moving forward on the harmonisation and alignment agenda. On the whole,
progress on harmonisation is cautious with the possible exception of the health
sector. Finally, there are capacity and human resource issues for both the government
and donors.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

According to this survey, 75% of donors indicated that they are supporting the
government’s policy agenda (see Figure 12.1 — Indicator 1). On the harmonisation
front, however, no document currently sets out the government’s strategy for
harmonisation in Senegal. This being said, harmonisation and alignment principles

are contained in the framework
FIGURE 12.1
INDICATOR 1
1 —
Are donors supportive of the government’s
harmonisation agenda?

of documents around the PRSP;
(e.g. health
sector); action plans resulting from

sector documents
the country financial accountability
assessment (CFAA) and the country
procurement assessment
(CPAR) diagnostic reviews; and the
framework of the national good

100 review
90

& YES (75%)

o governance programme.
7

60
50

40

&l NO (25%

)
20
10

0

%
0 YES! YES NO NO!
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TABLE 12.1 Is government co-ordinating aid?

INDICATOR 2
Is there a formalised process for dialogue? NO
Is government proactive? NO

Is government in the driving seat? YES

Do donors’ rules support harmonisation?  YES

63%

% of donors who take part in co-ordination

1
TABLE 12.2 Capacity development

INDICATOR 3
» Have weaknesses been identified?

YES!
YES!
YES!

In public financial management
In budget planning and execution
In co-ordination of aid

» Are weaknesses being addressed?
YES
YES

In public financial management
In budget planning and execution

In co-ordination of aid NO!

» Is the level of support appropriate?
In public financial management NO
NO

NO!

In budget planning and execution
In co-ordination of aid

FIGURE 12.2 Do donors rely on the PRS when programming
INDICATOR 4 official development assistance?
100
o0 YES (90%)
80
70
60
50
40
30
20
0 NO (10%)
0%
© YES! YES NO NO!

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

No formal co-ordination framework currently
exists and the government reports not having
organised any specific donor co-ordination
meeting since September 2003. This being said,
government’s commitment to  enhance
co-ordination and harmonisation is exempli-
fied by the implementation of the CFAA and
CPAR action plans and the development of
sectoral co-operation frameworks.

On the donor side, there is a donor co-ordina-
tion group. However, it still does not play a very
active role and does not involve many donors.
Government leadership is stronger in some
sectors such as the health sector, private sector
development, education, public financial man-
agement, and decentralisation (see Table 12.1
— Indicator 2).

CAPACITY DEVELOPMENT

The government recognises that capacity weak-
nesses exist in procurement, budget formula-
tion, execution, reporting and review, and aid
co-ordination (see Table 12.2. — Indicator 3).
The CFAA and CPAR diagnostic reviews are
helping to establish the nature of these weak-
nesses, and are leading to the development of
action plans to address them. Aid co-ordination
weaknesses are recognised within the frame-
work of the national good governance
programme but have not been addressed yet.

The capacity-building process is
slowly, partly due to the scale of the reforms

moving

needed and also, according to the government,
because of the extensive administrative proce-
dures donors have to go through before mo-
bilising resources. The government also notes
that resources committed by donors to improve
capacity development are still insufficient.
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Is budget support predictable and aligned? TABLE 12.3
INDICATOR 5
Are budget support donors making: YES! YES NO NO!
» multi-annual commitments? United Nations European Canada France
World Bank Commission Japan
» timely commitments? United Nations Canada France
Japan
» timely disbursements? United Nations Canada European France
Commission

I ALIGNMENT

RELIANCE ON PARTNERS” NATIONAL
DEVELOPMENT STRATEGIES

The government completed a full PRSP in
December 2001 with four pillars:

1. Wealth creation.

2. Capacity building in, and development of],
social services.

3. Improvements in the living conditions of
the poor.

4. Implementation of the strategy and moni-
toring of its outcomes.

According to the donors consulted in this
survey, implementation of the strategy has
been limited with insufficient prioritisation and
only two line ministries (education and health)
having achieved output oriented budgets.
The introduction of sector medium-term expen-
diture frameworks (MTEFs) is being consid-
ered, though progress is yet to be made in this
area. Additional work on refining the PRSP
indicators is underway. To this end, a national
workshop was held in December 2003.

With regard to the PRSP reviews, donors noted
that they have been too general and insuffi-
ciently results-focused; and do not provide a
sound basis for allocating resources with a few
notable exceptions in some sectors (see Figure
12.2 — Indicator 4). One bilateral donor report-
ed, for example, that the PRSP review provided
useful indicator-based results in the areas of
education, governance and decentralisation.
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Use of partner country systems

Disbursement

Average value 0 10 20 30 40
in the 14 countries

Monitoring and
evaluation

BUDGET SUPPORT

The European Commission reports that a multi-
annual budget support programme is currently
being planned (due to run from 2004 to 2007).
A bilateral donor mentions a budget support
pilot planned for the education sector. In addi-
tion, the Ministry of Education has produced an
MTEF which will be used as the basis for sup-
port (see Table 12.3 — Indicator 5).

PROJECT SUPPORT

In comparison with other countries surveyed,
Senegalese government systems are used less
than the average (see Figure 12.3 — Indicator 6).

In explaining low use of country systems, one
multilateral agency notes that: “We must follow
our administrative procedures in all of the fields
below; however, we seek as far as possible to
ensure their coherence with the procedures of
the government.”

INDICATOR 6
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TABLE 12.4
INDICATOR 8

Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the the MTEF?

Are donors using the government monitoring system?

SECTOR SUPPORT

Indicator 8 measures donor support to sectors
in key policy areas (see Table 12.4).

Health sector

According to this survey, 90% of donors are
active in the health sector in Senegal. The
government has a health strategy, although as
one bilateral donor notes: “... it is only a source
of information because it is not always well
defined in terms of objectives, verifiable indica-
tors and means of implementation.”

The government is reported to have limited
absorptive capacity due partly to the slowness
of its administrative procedures but also the
multiplicity of donor procedures. A formalised
sector donor co-ordination process exists and
is reported to function well, with monthly
meetings. A government performance-manage-
ment system has just been designed but is not
yet operational.

Health  Education = Water  Transport Agriculture
YES! YES! YES! YES! YES!
YES YES NO YES NO
NO NO NO! NO! NO!
YES YES NO NO NO
NO YES! NO! NO! NO!
NO! NO! NO! NO! NO!
YES! YES! NO YES YES
NO NO NO! NO! NO!
NO NO NO NO NO

Education sector

Canada is planning a budget support pilot for
the education sector and the Ministry of
Education has produced a MTEF which will be
used as the basis for support, although it is not
yet in place. Under the Canadian pilot, an
annual audit is planned, to be undertaken
jointly by the government and an independent
inspector. It is hoped that other donors will join
the process and Canada is working to develop
financial procedures to ensure appropriate
planning, budget execution and control to
encourage this.

Water sector

Though reform in the water sector policy has
been undertaken, there is not yet a functional
action plan or operational strategy. Some
donors, such as the European Commission, are
working on a sector programme, which is still
in its infancy. Only one water sector donor co-
ordination meeting has taken place to date.
There currently appears to be little progress
towards harmonisation in the sector.

Transport and rural development sectors

Minimal progress towards harmonisation appears
to be made in transport and rural development
sectors.
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I HARMONISATION

Progress is slow in most areas of the harmoni-
sation agenda in Senegal. It has been suggested
that sharing information and increasing co-
be two

ordination among donors might

concrete steps that would improve it.

In addition, according to this survey donors
will need to make efforts to address capacity
needs effectively. As the “Aid Harmonisation &
Alignment” Web site (www.aidbharmonisation.
org), notes, the PRSP completed in December
2001:

... presents an opportunity for
development co-operation partners to
streamline their practices and procedures
and notably their reporting requirements.
The first Strategic Partnership with Africa
(SPA) harmonisation mission to Senegal
in November 2002 has articulated
recommendations to facilitate aid
harmonisation around the PRSP.

The findings of the mission, supported
by the results of fiduciary diagnostic
instruments, concluded that public
expenditure links to programme
objectives need strengthening and

that improvements were needed in
expenditure monitoring.

At the request of the government, an initial
World Bank exploratory harmonisation mission
was carried out prior to the Rome High-level
Forum. However, the development of the
harmonisation programme is currently on hold
pending further confirmation of the government
on its readiness to lead the process.

Are donors streamlining conditionality?

Direct budget support YES!
Health sector NO
Education sector YES
Water sector YES
Transport/road sector YES
Rural development agriculture NO

TABLE 12.5
INDICATOR 7

Who is delegating co-operation?

YES! YES NO
World Bank

NO!

France
Germany
Italy
Japan
Spain
European
Commission

United
Nations

Belgium Canada

STREAMLINING CONDITIONALITY

There is currently no streamlining of conditions
in any modality or sector (see Table 12.5 —
Indicator 7). However, progress is being made
in some areas:

B Strong co-ordination between donors is
reported, in an attempt to define common
general conditions, in particular within the
framework of the evaluation of public
finance systems.

B Donors working in the health sector are
working towards the implementation of
common policies.

B Discussions are taking place in the
education sector around a draft joint
framework agreement between donors
and the government.

DELEGATED CO-OPERATION

Indicator 9 (see Table 12.6) shows that only
one donor in Senegal (the World Bank) reports
to be party to an agreement to perform tasks
on behalf of other donors. Canada is currently
discussing implementing such an arrangement
in the education sector with a partner.

TABLE 12.6
INDICATOR 9
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FIGURE 12.4 Number of donor missions: 159
INDICATOR 10
Canada - 16
Italy . 7
European [ Missions
Commigsion - d M joint
Belgium . 7
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TABLE 12.7 Who is sharing country analytic work?
INDICATOR 13
YES! YES NO NO!
World Belgium Canada Italy
Bank France Japan
Germany Spain
European
Commission
United
Nations

DONOR FIELD MISSIONS

Approximately 150 missions took place in 2003,
with around 13% of all missions being under-
taken jointly. Three donors (the World Bank,
France and Japan) accounted for 77% of the
total number of missions (see Figure 12.4 —
Indicator 10).

STREAMLINING DIAGNOSTIC REVIEWS

At least six diagnostic reviews were undertaken
in 2001-03 in Senegal: two involved more than
one donor and produced an action plan
(Indicator 11 — Table not presented).

Several donors, including the World Bank, con-
ducted the CFAA and CPAR reviews in the first
half of 2003. Work on the two resulting reports
was undertaken in conjunction with a public
expenditure review. An HIPC (heavily indebted
poor countries) tracking assessment was under-
taken in 2001. In 2003, donor audits and a
European Commission conformity test were
also conducted.

DISCLOSING INFORMATION

According to this survey, 50% of donors
(Indicator 12a —Table not presented) claim to
notify government on indicative disbursements
they plan to release over at least a three-year
period.

50% of donors (Indicator 12b —Table not
presented) claim to provide comprehensive
and regular information about
disbursements.

in-country

Only one donor, the World Bank, regularly
shares information on its country analytic work
on the country analytic Web site (see Table
12.7 — Indicator 13).
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ACRONYMS

CFAA Country financial accountability assessment
CPAR Country procurement assessment report
HIPC Heavily indebted poor countries

MTEF Medium-term expenditure framework

PRSP Poverty-reduction strategy paper

PRS  Poverty-reduction strategy

SPA  Strategic Partnership with Africa

UN  United Nations
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The survey sought to measure

objective evidence of progress

against 13 key indicators on

harmonisation and alignment

(see Foreword). A four-point

scaling system was used for all

of the “Yes/No” questions:

1. “Yes without reseservations”
represented here as: YES!

2. “Yes with reservations”:
represented here as: YES

3. “No with reservations”

represented here as: NO

4. “No without reservations”
represented here as: NO!

Specific technical criteria were

suggested to guide responses

(See Annexes). Respondents

were also invited to provide

a brief explanation when

they expressed reservations

(Categories 2 and 3 above).

The qualitative information

they provided has informed

this chapter.

he government of Tanzania developed its full poverty-reduction strategy

paper (PRSP) in 2000 and most development assistance since has been

focused on implementing it. For example, 14 development agencies have
been funding the poverty-reduction strategy (PRS) through budget support. Efforts
are now focusing on strengthening the links between the PRSP and the government
budget; aligning other national and core reform processes around these two
processes; agreeing on a common performance assessment framework; and linking
the country/portfolio annual review processes to existing in-country review
processes. Harmonisation in Tanzania is promoted through the Tanzania Assistance
Strategy (TAS). It includes a donor-government secretariat and a joint TAS/
Harmonisation Group co-ordinated by the Ministry of Finance.

I OWNERSHIP
A CLEAR AGENDA ON HARMONISATION

The TAS, the government-led framework for managing development assistance
resources, was launched in 2002. It includes an action plan for harmonisation
(including harmonisation of procedures to channel donor project funds through the
national Exchequer system) and a donor-government secretariat. Donor-government
discussions on the TAS take place on a regular basis through this secretariat.

FIGURE 13.1

INDICATOR 1

I —
Are donors supportive of the government’s
harmonisation agenda?

One donor noted that there are many
sector-wide and project examples of
harmonisation, citing examples of
health sector reviews; the use of

PER, performance monitoring
100 YES (100%) systems (PMSs) and PRS processes
90 by all donors; and the increasing use
- of basket financing mechanisms.
0 Donors indicate that they are
supporting the government’s agenda

co (see Figure 13.1 — Indicator 1).
*0 The government, however, does not
40 share this point of view and regrets
0 that donors do not increasingly
20 support its harmonisation agenda:
10 “Not all donors are using the instru-
NO (0%) ments prepared by the government.

0 YES! YES NO NO!

Some have cited domestic laws/poli-
cies as inhibiting harmonisation in
recipient countries.”
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I ——
Is government co-ordinating aid?

TABLE 13.1
INDICATOR 2

Is there a formalised process for dialogue? YES

Is government proactive?

Is government in the driving seat?

YES

Do donors’ rules support harmonisation?  YES

76%

% of donors who take part in co-ordination

TABLE 13.2
INDICATOR 3

Capacity development

» Have weaknesses been identified?
In public financial management
In budget planning and execution
In co-ordination of aid

» Are weaknesses being addressed?
In public financial management
In budget planning and execution
In co-ordination of aid

» Is the level of support appropriate?

In public financial management
In budget planning and execution
In co-ordination of aid

FORMAL GOVERNMENT-LED

FRAMEWORK FOR DIALOGUE

AND CO-ORDINATION

The implementation of the TAS is co-ordinated
by the Ministry of Finance in close collabora-
tion with sector ministries, civil society and the
Development Partners’ Group (DPG) which
emerged out of the former Development
Assistance Committee and was established in
January 2004. The joint government-donor
TAS/Harmonisation Group has taken the lead
in monitoring the implementation of TAS, with
the support of the TAS secretariat. Its first
annual implementation report was issued in

November 2003.

YES!
YES!
YES!

YES!
YES
YES!

YES!
YES
YES!

NO

In assessing the TAS, one bilateral donor
reports:

...the joint TAS secretariat is not optimally
functioning and [policy] dialogue with the
government is difficult. It seems that donor
harmonisation is left to the donors, with
the Ministry of Finance seeming to be
more interested in the viewpoints of the
International Monetary Fund and the
World Bank.

Despite progress in implementing Tanzania’s
harmonisation agenda under TAS, some high-
priority actions have been awaiting full imple-
mentation for some time. This is why, some
donors call for a more assertive lead from the
government on harmonisation issues.

The government exercises control
resource allocation at the national level through
budget support and at the sectoral level through
basket funding. In terms of the transparency of
external resource flows to Tanzania, provisions
have been made for all aid modalities to be
disbursed through the Exchequer. With regard
to projects, some support does go directly to
implementing agencies without passing through
the government system, although a framework

over

for co-ordinating aid resources is in place (see
Table 13.1 — Indicator 2).

CAPACITY DEVELOPMENT

Government capacity weaknesses have been
identified in public financial management,
budget planning and execution, and aid co-
ordination (see Table 13.2. — Indicator 3). They
are being addressed in each area.

Local level budget-related issues are being
addressed under the fiscal decentralisation pro-
gramme and the local government reform pro-
gramme. Further discussion may be required to
establish a vision for further evolution of the
budget cycle and to devise appropriate capac-
ity building assistance. It is anticipated that this
will be developed as part of Tanzania’s second
poverty-reduction strategy (PRS ID.

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005



TANZANIA

I ALIGNMENT

RELIANCE ON PARTNERS” NATIONAL
DEVELOPMENT STRATEGIES

The government developed a PRSP in 2000.
Most development assistance since has been
focused on implementing it. A number of
donors have allocated a substantial proportion
of their aid envelopes in the form of budget
support for the PRS. PRS reviews and sector
reviews (such as the joint health sector
programme reviews) take place annually.

The PRSP includes targets and indicators that
inform all programming decisions that are
aligned with PRS priorities. However, the
coverage of indicators, and their monitoring
systems, are considered to be insufficiently
robust and will require further strengthening
before they can become the sole guide for
programming decisions.

The links between the PRS and the budget are
being strengthened. This being said, timing of
their processes is not always synchronised with
other national processes and this needs to be
addressed if a coherent planning-budgeting-
monitoring-review cycle is to be developed.

Even though all donors report that they rely on
the PRS when programming assistance (see
Figure 13.2 — Indicator 4), only 13% of them
actually use the annual progress review (APR)
to influence their annual resource-allocation
decisions. A common view articulated is that
while the APR informs programming decisions,
it is insufficiently detailed to be taken into
account for resource-allocation. Donors point
to other annual government processes, such as
the PER and sector work, which also inform
programming decisions.

Do donors rely on the PRS when programming
official development assistance?

YES (100%)

100
90
80
70
60
50
40
30

20

10
NO (0%)

0 YES! YES NO NO!

BUDGET SUPPORT

Eleven bilateral agencies, the African Develop-
ment Bank, the European Commission and the
World Bank have allocated a substantial propor-
tion of their development assistance to Tanzania
in the form of budget support for the PRS. The
group has adopted a common performance
assessment framework (PAF) which focuses on
results, improved public expenditure manage-
ment, and capacity building.

According to this survey, 79% of budget support
donors provide multi-annual commitments (see
Table 13.3 — Indicator 5). Others, such as
Norway, provide multi-annual commitments
with the caveat that they are subject to annual
parliamentary approval. In 2003, 64% of budget
support donors made commitments in time to
allow the government to take them into account
for the purposes of budget preparation.

Budget support disbursements, as compared to
commitments, have improved significantly.
Disbursement decisions are made on the basis
of the PAF assessment before the new fiscal
year. This allows for a smooth release of funds
as the year progresses. Since the 2002/03 fiscal
year, disbursement has been 100%, with more
than 80% of the total amount now being dis-
bursed during the first half of the year. First
quarter disbursements have increased from 8%
in 2002/03 to 80% in 2004/05.

FIGURE 13.2
INDICATOR 4
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TABLE 13.3
INDICATOR 5

Is budget support predictable and aligned?

Are budget support donors making: YES!
Canada
Denmark
Finland
Germany
Ireland
Netherlands
Sweden
Switzerland
United Kingdom

European
Commission
World Bank

» multi-annual commitments?

Canada
Denmark
Finland
Germany
Ireland
Sweden
Switzerland
United Kingdom
World Bank

» timely commitments?

FIGURE 13.3
INDICATOR 6

Use of partner country systems

Procurement
Reporting
Audit

Monitoring and
evaluation

Disbursement

-
Average value 0 10 20 30 40 50 60
. inthe 14 countries

PROJECT SUPPORT

Tanzanian government systems are used to a
greater extent than the average of other
countries surveyed (see Figure 13.3 — Indicator 6).

A significant proportion of aid is provided
through budget support and basket funding,
which uses government systems. However, as

YES NO NO!

Norway ADB Japan

Netherlands
Norway
ADB

European
Commission

Japan

far as project support is concerned, many donors
use their own external systems, sometimes in
combination with government systems.

For example, the World Bank procurement
thresholds for international competitive bid-
ding are determined by the capacity of the na-
tional implementing agency. The Roads Agency
(Tanroads) has been given high thresholds for
“prior review” by the World Bank and Europe-
an Commission. The Tanzania Revenue Au-
thority has also been allowed by a number of
bilateral donors, including the United King-
dom, to undertake procurement itself rather
than use an agent. The Medical Stores Depart-
ment is another autonomous body which do-
nors (including Denmark and the World Bank)
allow to use its own procurement procedures.
The government plans to fully decentralise
procurement in early 2005; this will affect high-
value procurement on sector-wide approaches
(SWAps) and basket funds, which is currently
processed by the Central Tender Board.
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Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

SECTOR SUPPORT

Indicator 8 measures donor support to sectors
in key policy areas (see Table 13.4).

Sector working groups have been established
in all priority sectors to address the need for
harmonisation of processes at the sector level.
Draft terms of reference for these sector
working groups include:

B Developing common reporting formats.
B Maintaining a calendar of donor missions.

B Identifying areas for reducing transactions
costs at the sector level.

Many harmonisation initiatives have been
introduced at the sector level, with SWAps in
the health and education sectors, an emerging
SWAp in the agriculture sector and donors
financing the implementation of various
programmes including the local government
reform plan, through a basket fund.

Health sector

A clear health sector policy exists, supported
by a medium-term expenditure framework
(MTEF), although the budgeting in the MTEF is
sometimes inconsistent with the stated goals in

Health  Education =~ Water  Transport Agriculture
YES! YES! YES! YES! YES!
YES! YES! YES NO NO
YES YES YES YES YES
YES! YES! NO NO! YES
YES YES NO NO! NO

YES YES NO! NO! YES
YES! YES! YES YES YES!
NO NO NO NO NO

YES YES YES YES NO

the sector policy. Health sector information
systems are in place, but they require further
development and alignment with the PRS. Data
systems are becoming increasingly robust. The
World Health Organization (WHO) reports,
however, that:

Performance monitoring in the health
sector faces problems of reliability and
timeliness of health information.

The WHO uses information from Health
Statistics Abstracts and Demographic
Sentinel surveillance, and specific periodic
surveys to track some health indicators.
The WHO has a programme performance
monitoring and reporting system for the
biennial work plan which is not part of
government performance monitoring.

A joint procurement, financial management
and disbursement assessment is being under-
taken by a group of donors for multi-donor
pooling through government systems for the
health sector SWAp development programme.
Not all donors active in the sector participate
in the basket-funding mechanism and a number
of programmes are operating outside the SWAp.

TABLE 13.4
INDICATOR 8
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Education sector

The education sector policy and MTEF are in a
similar state of development to those in the
health sector and they also face the same chal-
lenges. The education sector SWAp is supported
by most donors active in the sector, as is the
formal donor co-ordination mechanism.

Water sector

A water sector strategy is in its final stages of
preparation. It is intended to guide the imple-
mentation of the National Water Policy prepared
in July 2002. The PER and MTEF are increas-
ingly embedded, but a comprehensive sector
investment plan that guides both external and
domestic assistance is yet to be developed. It is
recognised that this plan will require the partic-
ipation of government agencies (such as the
health and agriculture ministries) and all sector
partners. Progress towards harmonisation at
this stage is negligible.

Transport sector

A transport sector policy exists but there is
currently no implementation strategy. Donor
co-ordination meetings are ad hoc and informal.
There is no sector PMS. There is no real progress
towards harmonisation.

Rural development

An agricultural sector policy and strategy exist,
but they are insufficiently robust to link finan-
cial resources through the budget to the stated
sector goals and strategies. One donor notes that
government leadership is undermined by the
existence of three agriculture-related ministries
and a limited understanding of SWAp concepts
and practices on the part of both government
and donors active in the sector.

I HARMONISATION

The harmonisation agenda is well established in
Tanzania, and the support provided to the PRS
by many donors through budget support has
helped to drive it forward. Efforts are focusing
on strengthening the link between the PRS and
the government budget (through reinforcing the
link between the PER and the PRS annual
reviews); coming to an agreement on a Common
performance assessment framework; and linking
the country/portfolio annual review processes
to existing in-country review processes.

According to “Principles for Promoting
Harmonisation and Aid Effectiveness”; a report
by the Tanzania DPG secretariat:

[...] The principles and the programme of
action for improved harmonisation were
important initiatives in providing a
framework for harmonisation in Tanzania.

Open and honest communication between the
government and the donors to enhance the
effectiveness of harmonisation initiatives are
also beneficial. The government notes that:

...great improvements have been made
by donors in supporting the country’s
procedures and systems to achieve the
intended goals. Much of the development
assistance is now being delivered in

the form of budget support and basket
funds in support of the implementation
of the PRSP.
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STREAMLINING CONDITIONALITY

Indicator 7 looks at the extent to which donors
have streamlined conditionality when providing
development assistance in a number of specific
areas (see Table 13.5).

The budget support memorandum of
understanding (MoU) states that suspension
will only be considered for a following fiscal
(rather than within a fiscal) year and that in the
event that any issues arise, reconciliation will
be sought through a joint meeting of donors
and the government. No formal agreement
establishing conditions for suspension exists;
however, donors once suspended education
sector disbursements following a delay in the
submission of an audit report, and the European
Commission maintains a variable tranche,
enabling it to make disbursements on the basis
of performance.

MoUs exist in many sectors, but they tend not
to explicitly detail circumstances for within-
year suspension of support.

DELEGATED CO-OPERATION

According to this survey, 19% of donors in
Tanzania claim to be party to an arrangement
by which one donor (a lead donor) acts on
behalf of another donor (the delegating donor).
A further 25% replied “yes, with reservations”
(see Table 13.6 — Indicator 9). Examples include
Ireland co-chairing the local government reform
programme with the Netherlands; a US arrange-
ment with the United Kingdom to take the lead
in the area of parliamentary strengthening; and
World Bank participation in thematic discus-
sions under the lead of relevant budget support
donors.

DONOR FIELD MISSIONS

Approximately 230 missions took place in 2003,
with around 5% of all missions being under-
taken jointly. Three donors (World Bank, Unit-
ed Nations and Netherlands) accounted for
more than half of the total number of missions
(see Figure 13.4 — Indicator 10).

Are donors streamlining conditionality? TABLE 13.5
INDICATOR 7

Direct budget support NO

Health sector NO!

Education sector NO

Water sector NO!

Transport/road sector NO!

Rural development agriculture NO!

Who is delegating co-operation? TABLE 13.6
INDICATOR 9
YES! YES NO NO!
Finland Ireland United Canada
Germany United Nations Denmark
Netherlands ~ Kingdom France
USAID Japan
World Bank Norway
Sweden
Switzerland
European
Commission
Number of donor missions: 234 FIGURE 13.4
INDICATOR 10

World Bank
UN
Netherlands
Norway
Denmark

Canada

Germany
[ Missions

. Joint

Japan

Switzerland . 7
Sweden - 7
European
Commission - 7

United Kingdom - 7

Finland . 6
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TABLE 13.7
INDICATOR 13

Who is sharing country analytic work?

YES! YES NO NO!
AFDB Germany Canada Denmark
IMF Ireland Finland France
World Switzerland Sweden Japan
Bank European United  Netherlands
Commission  Kingdom
United  United States

Nations

STREAMLINING DIAGNOSTIC REVIEWS

In the three years 2001-03, ten diagnostic
reviews were undertaken in Tanzania, two
involving more than one donor and producing
an action plan (Indicator 11 — Table not
presented).

An annual evaluation of fiscal performance is
conducted jointly by bilateral donors and the
World Bank. A Joint World Bank-DFID (UK
Department for International Development)
CFAA for mainland Tanzania was completed in
2001 and a similar exercise was conducted
recently for Zanzibar (by the UNDP with the
World Bank, African Development Bank and
the United Kingdom). A joint World Bank-
African  Development Bank CPAR was
completed in 2003.

DISCLOSING INFORMATION

According to the government, procedures have
been agreed for the notification of disburse-
ments for both budget support and in the
health, education, water, transport and rural
development sectors.

71% of donors claim to notify the government
on indicative disbursements they plan to release
over at least a three-year period (Indicator 12a
— Table not presented). Budget support and
basket-funding commitments are indicated in
advance, following a three-year rolling
programme and information is provided ahead
of the budget cycle to allow for the integration
of the funds into the planning frame. Projects
are planned and adjusted as implementation
is ongoing.

75% of donors claim to provide comprehensive
and information about in-country
disbursements (Indicator 12b — Table not
presented). One bilateral donor comments that:

regular

“We are getting there, but not 100%
yet due to the fact that neither we nor
the government have fully developed
the routines.”

13% of donors regularly share information on
their country analytic work on the country
analytic Web site (see Table 13.7 — Indicator 13).
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ADB
AFDB
APR
CFAA
CPAR
DAC
DFID
DPG
IMF
MoU
MSD
MTEF
PAF
PER
PMS
PRS
PRSP
SWAp
TAS
UN
UNDP
USAID
WHO
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Asian Development Bank

African Development Bank

Annual progress review

Country financial accountability assessment
Country procurement assessment review

(Tanzania) Development Assistance Committee

Department for International Development (United Kingdom)

Development Partners’ Group (Tanzania)
International Monetary Fund
Memorandum of understanding

Medical Stores Department (Tanzania)
Medium-term expenditure framework
Performance assessment framework
Public expenditure review

Performance monitoring system
Poverty-reduction strategy
Poverty-reduction strategy paper
Sector-wide approach

Tanzania Assistance Strategy

United Nations

United Nations Development Programme
United States Agency for International Development
World Health Organization
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[VIETNAM

The survey sought to measure
objective evidence of progress
against 13 key indicators on
harmonisation and alignment
(see Foreword). A four-point
scaling system was used for all
of the “Yes/No” questions:
1. “Yes without reseservations”
represented here as: YES!
2. “Yes with reservations”:
represented here as: YES
3. “No with reservations”
represented here as: NO
4. “No without reservations”
represented here as: NO!
Specific technical criteria were
suggested to guide responses
(See Annexes). Respondents
were also invited to provide
a brief explanation when
they expressed reservations
(Categories 2 and 3 above).
The qualitative information
they provided has informed
this chapter.

poverty-reduction strategy (PRS) was established in 2002 and provides a

sound basis on which donors can align — 65% of donors consulted in this

Survey reported aligning to the government’s development strategy. The
Ministry of Planning and Investment (MPID) has proved to be seminal in providing
the leadership under which initiatives to enhance aid effectiveness are designed,
implemented and monitored. Important elements of the framework are the
Harmonisation Action Plan endorsed by the government and the donor community
in June 2004, as well as the establishment of the Partnership Group on Aid
Effectiveness which has become the prime forum for dialogue between the
government and donors on these issues. In order to strengthen aid management,
the government has launched the Comprehensive Capacity-Building Programme
(CCBP), which is being supported by donors. Donors and the government are also
developing a better understanding of the functioning of different aid modalities and
their added value in enhancing the effectiveness of aid delivery in Vietnam.

I OWNERSHIP

According to the Overseas Development Institute':

Vietnam is an atypical “PRSP country”. It is not aid-dependent, does not
qualify for HIPC II [heavily-indebted poor countries] debt relief, and has
already achieved much on its own: since 19806, cautious economic
liberalisation, building upon a foundation of investments in human
development and egalitarian land distribution, has resulted in high growth
and an extraordinary rate of poverty reduction. Although the incentives to
produce a strategy acceptable to the IFIs [international financial institutions]
remain significant, they are not overwhelming. This fact, combined with an
unusually flexible approach by the IFIs, has empowered the government of
Vietnam, helping it to hold donors to the principle of national ownership.

A CLEAR AGENDA ON HARMONISATION

The government realised the need early on to develop mechanisms to ensure
that it could exercise effective leadership over the aid effectiveness agenda. The
Partnership Group for Aid Effectiveness was formed in December 2003 to create a
regular forum for the government and donors to discuss aid effectiveness issues. The
close partnership that has developed, supported by over 20 partnership groups, is
facilitating the co-ordination among the government and donors on key sector
issues. Its first task was to finalise Vietnam’s first country-based harmonisation
action plan; the first draft was presented by the government at the consultative
group (CG) meeting in December 2003 and finalised at the mid-term CG meeting

1. Overseas Development Institute (2004), “Politics & the PRSP Approach”, Working Paper 241.
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FIGURE 14.1
INDICATOR 1

Are donors supportive of the government’s
harmonisation agenda?
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NO (0%)
0 YES! YES NO NO

TABLE 14.1
INDICATOR 2

Is government co-ordinating aid?

Is there a formalised process for dialogue?  YES!

Is government proactive? YES

Is government in the driving seat? YES

Do donors’ rules support harmonisation? NO
65%

% of donors who take part in co-ordination

in June 2004. The partnership group’s monthly
meetings have seen a growing participation
from both government and donors. With the
Harmonisation Action Plan and its accompa-
nying monitoring framework, the government
has set up a comprehensive and measur-
able framework to further improve the effi-
ciency and effectiveness of aid use in Vietnam.
The MPI is currently being supported by a
European Commission resident adviser for aid
harmonisation.

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

It is recognised by all parties that strong
leadership exercised by the government is key in
ensuring that aid delivery is aligned to govern-
ment plans and priorities. This requires an
effective framework to provide the government

with the mechanisms, tools and capacity to
lead in this area. With the establishment of the
Partnership Group on Aid Effectiveness and
the Harmonisation Action Plan and through
the more than 20 partnership groups, the
government is leading the dialogue with the
donors.

One bilateral donor notes, however, that:
“Political willingness to align and harmonise is
real, but strict and very centralised decision-
making procedures are a strong impediment.”

The non-governmental organisation commu-
nity emphasises the importance of ownership
at the local level, noting that “poverty targeting
must be done locally, applying different
approaches in different areas, in a decentralised
manner with strong local ownership.”

Government decentralisation is adding an
additional challenge to this process.

There are many co-ordination bodies: at least
19 thematic working groups as well as 24
partnership  groups. Government
ownership is reported to be strong in some of
these groups, with donor agencies taking a
stronger leading role in others. These arrange-
ments do however come with a high cost; one
bilateral donor, for example, notes that atten-
dance at this number of groups is “very time
consuming”.

sectoral

According to this survey, the government is
increasingly confronting donors for not abiding
by national plans, urging them to “get to action”
and regularly requesting progress reports.
Recent government comments concerning the
degree of donor engagements for the next five-
year plan is a good example of this. However,
at this stage no sanctions are applied to donors
who are not contributing to harmonisation or
who are not aligned with agreed national
principles.

The government believes that donors fully
support its agenda and are currently taking
steps to implement it. It notes, however, that:
“A number of donors use complex procedures
and focus on making sure their funds are
appropriately spent, rather than facilitating the
creation of development impacts” (see Table
14.1 — Indicator 2).
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CAPACITY DEVELOPMENT

The government recognises that weak capacity
has been a limiting factor in ensuring effective
and efficient aid co-ordination. For example, it
draws attention to the capacity constraints
involved in co-ordinating 50 different donors.
All government initiatives, both strategic at the
macro level and technical at the implementa-
tion level, aim to build sustainable national
systems. The government is revising its aid-
management legislation and has launched a
Comprehensive Capacity-Building Programme
(CCBP) with the view of strengthening institu-
tional and organisational arrangements and
developing management capacity to design,
plan and deliver effective aid management.
Donors are providing support for the drafting
of these documents and the development of
new aid (i.e.
approaches and budget support) via the Like
Minded Donor Group (LMDG),* the Five Bank
Harmonisation Initiative (also called the Five
Banks Group?), European Union initiatives and

instruments sector-wide

other bilateral initiatives.

Both donors and the government agree that
weaknesses exist in the government’s capacity
in financial management and procurement,
budget planning and execution and aid co-or-
dination (see Table 14.2. — Indicator 3). The
level of support provided for capacity building
is significant but, according to the government,
not sufficient to “fully” meet its needs. Aid co-
ordination challenges remain important at the
provincial level.

2. Canada, Denmark, Finland, the Netherlands,
Norway, Sweden, Switzerland and the United
Kingdom make up Hanoi-based Like Minded Donor
Group.

. The World Bank, Asian Development Bank (ADB),
Japan Bank for International Cooperation (JBIC),
Kreditanstalt filr Wiederaufbau (Germany) and the
Agence Frangaise de Développement (France) make
up the Five Bank Harmonisation Initiative.

w

Capacity development

» Have weaknesses been identified?

In public financial management YES!

In budget planning and execution ~ YES!

In co-ordination of aid YES!
» Are weaknesses being addressed?

In public financial management YES!

In budget planning and execution ~ YES!

In co-ordination of aid YES
» Is the level of support appropriate?

In public financial management YES

In budget planning and execution ~ YES

In co-ordination of aid YES

I ALIGNMENT

RELIANCE ON PARTNERS” NATIONAL
DEVELOPMENT STRATEGIES

Vietnam’s PRS, based on its ten-year socio-
economic development plan, is called the
Comprehensive Poverty Reduction and Growth
Strategy (CPRGS). Donors report that perfor-
mance under it has been good; there is a good
degree of leadership and ownership, particu-
larly at the higher level. One donor notes that:

“It does seem that the CPRGS is ‘owned’
by senior leadership, but this commitment
falls short of the PRSP ideal of broad
country ownership.”

Issues of wider understanding, as well as ques-
tions about the need to align donor headquar-
ters’ guidance and local office implementation,
highlight the need for the process to be
strengthened. A process is underway to merge
the CPRGS into the government’s next five-year
Socio-Economic Development Plan 2006-10
(SEDP). Major progress will be made if this
goal is attained.

An active dialogue between the government
and donors on the formulation of the SEDP is
underway. An informal working group has
been established to co-ordinate donor activities
in support of the preparation of the SEDP.

TABLE 14.2
INDICATOR 3
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FIGURE 14.2
INDICATOR 4

Do donors rely on the PRS when programming
official development assistance?

109 YES (100%)

90
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NO (0%)

0 YES! YES NO NO!

Line ministries and provincial governments are
developing their respective plans in consulta-
tion with major stakeholders, including the
donor community. At the provincial level, the
MPI is co-ordinating a multi-province initiative,
with the support of some ten donors, to
strengthen the skills and capacity needed for a
more bottom-up style of planning. There are
differences in the approach and scope of activ-
ities in this process across provinces, but a
number of common issues have been identi-
fied - and these need addressing in a systematic
manner. The Poverty Task Force has initiated a
review of this provincial experience in order to
incorporate lessons learned into the SEDP.

A master plan on official development assis-
tance (ODA) mobilisation and utilisation (2006~
10) is also being developed to establish the
strategic direction for ODA use over the coming
five-year period. This plan will identify guiding
principles, priorities and criteria for the use of
aid to support the achievement of the SEDP
targets. The formulation of the master plan is
being undertaken in a consultative manner; a
series of workshops have been organised to
review the impact of previous support and to
identify the needs of various domestic stake-
holders for future assistance.

Even though all donors claim to rely on the
PRS when programming assistance (see Figure
14.2 — Indicator 4), the extent to which the an-
nual progress review (APR) influences donor
resource-allocation decisions is limited. Com-
ments made by respondents about the APR in-
clude: “the review process does not allow suf-
ficient scope for serious discussion on allocation
of resources”; the “APR is not concrete enough”;
and “allocations were more or less pre-destined
due to long-term commitments”.

BUDGET SUPPORT

The increasing use of programme-based
approaches for aid delivery in Vietham over
several years has generated interest in devel-
oping a better and clearer understanding of the
concepts, implementation mechanisms, and
the added value of different modalities in
strengthening the effectiveness of aid delivery.
One bilateral donor, making the point that
there is no “right” aid modality for every circum-
stance, notes that:

There is a common understanding among
both the donor community and the govern-
ment in Vietnam that a diversification of
aid modalities is important for efficient and
effective ODA mobilisation and it is neces-
sary for the government to utilise the most
appropriate aid modalities in response to
varying development needs.

There have been a considerable number of
activities that have improved understanding of
the options available to both government and
donors to best support Vietnam’s growth and
poverty-reduction efforts. Japan and the United
Kingdom have worked together to draft a paper
on the role of new aid modalities in the
Vietnamese context, which has now become
the agreed basis for future discussions on the
diversification of aid modalities. This identified
a number of challenges in introducing new aid
modalities, which include:
B The confusion over the concepts and
terminology involved in new aid
instruments.
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Is budget support predictable and aligned? TABLE 14.3
INDICATOR 5
Are budget support donors making: YES! YES NO NO!
» multi-annual commitments? Belgium France Finland United States
Canada Netherlands Sweden
Denmark NGOs ADB
United Kingdom  United Nations European
World Bank Commission
» timely commitments? Canada Denmark Finland Denmark
United Kingdom NGOs ADB IMF
European
Commission
World Bank
» timely disbursements? Canada European Finland
Denmark Commission ADB
United Kingdom NGOs
IMF
World Bank

B The lack of clarity of the management
arrangements for new aid modalities.

B The lack of appreciation of the benefits of
such approaches and where they are most
appropriate.

B The need for the government to lead the
donors in adopting these instruments.

B The need for the relevant ministries to be
open about their plans and budgets to
enable donors to support them.

To address these challenges, an aid modality
component has been included in the CCBP and
several awareness-raising activities were held in
2004 (e.g. training events on sector approaches).

A study in 2002 indicated that, from the German
perspective, the Vietnamese fiscal and adminis-
trative systems are not transparent or account-
able enough, although this may also be linked
to the question about whether direct budget
support is an effective approach.

A large group of donors (including Belgium,
Canada, Denmark, Japan, Netherlands, United
Kingdom, Asian Development Bank [ADB], Eu-
ropean Commission and the World Bank) are
either currently (through the PRSC, poverty-re-
duction support credit), or are planning to,
provide budget support to Vietnam (see Table
14.3 — Indicator 5).

Use of partner country systems FIGURE 14.3
INDICATOR 6
Procurement 18% I
Monitoring and o
evaluation L I
Reporting 13% I
Disbursement 12% I
Audit | 9% I
Average value 0 10 20 30 40
in the 14 countries

PROJECT SUPPORT

In comparison with other countries surveyed,
Vietnamese government systems are used to a
lesser extent than the average (see Figure 14.3
— Indicator 6). Weaknesses in the country
system currently pose significant challenges for
donors. The IMF notes that national audit stan-
dards and procedures are “very weak”.

The Five Banks Group has taken the lead in
supporting the Vietnamese government in its
work on harmonisation and alignment of
procedures, focusing on: procurement; finan-
cial management; environmental and social
safeguards; project preparation; and project
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TABLE 14.4

INDICATOR 8

Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

reporting. Significant progress has taken place
via these initiatives. Recent outputs include:

B Draft common documents for local
competitive bidding which could also be
utilised for locally financed projects.

B Draft common reporting format.

B A detailed comparison of the Five Banks
and government environmental safeguard
requirements for harmonising
environmental impact assessment practices.

B Joint portfolio reviews between the Five
Banks Group and the government to
support the improvement of performance
and disbursement rates for aid projects.

SECTOR SUPPORT

Indicator 8 measures donor support to sectors
in key policy areas (see Table 14.4).

Health sector

Nearly 90% of donors provide support to the
health sector in Vietnam, with a few countries
(Germany, Norway, United Kingdom, United
States) concentrating their support in the area
of HIV/AIDS. The Ministry of Health has just
started implementing government sector poli-
cies and 50% of donors are relying on them to

Health  Education = Water  Transport Agriculture
YES YES YES YES YES

NO YES NO NO YES
NO NO NO NO NO
NO YES NO YES! YES
NO NO NO NO NO!
NO! NO NO! NO NO
YES YES! YES NO NO
NO NO NO NO NO
NO NO NO NO NO

programme their sector assistance. Strategies
include the “Strategy for People’s Health Care
and Protection 2001-10”, “National Nutrition
Strategy 2001-10” and the recently re-released
national HIV/AIDS strategy. The World Bank
notes that while the overall policy framework is
acceptable, it is too broad to provide specific
guidance on programming. Several joint gov-
ernment/donor working groups exist, both for-
mal and informal, in the health sector. Sector
performance management systems are yet to
be established.

Education sector

Over 80% of donors are active in the education
sector. Though an overall government sector
strategy exists, it lacks clear prioritisation and
realistic implementation arrangements. Educa-
tion sector working group meetings used to be
chaired jointly by the government and donors,
but the government has taken the lead since
July 2004. The survey shows that 81% of donors
participate in these fora. Performance man-
agement systems and a process for progressing
towards harmonised systems are currently
being designed as part of the sector budget
support mechanism.
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Water sector

Over 60% of donors support the water sector.
There is sector co-ordination at national, pro-
vincial and river basin/coastal zone levels with
several donors involved in sector programmes
in the Red River Basin and Central Vietnam,
and programmes developed by the Mekong
River Commission in the Mekong River Basin.
Some 88% of donors are involved in sector
co-ordination fora. Performance monitoring
systems are currently weak, particularly at
the qualitative level.

Transport sector

50% of the government’s transport budget is
donor-financed and a sector strategy exists.
The strategy was prepared through a par-
ticipatory approach via a Japanese/World Bank
initiative. Less than half of donors are active in
the sector. The Japan Bank for International
Cooperation (JBIC) has one full-time expert to
co-ordinate donor activities in this field, who is
support to the
maintenance sector where there are currently
27 separate interventions. The transport donor
partnership group is also providing support to
the Ministry of Transport to develop its five-
year plan (2006-10), with the view of developing
a common strategy with which donors will
align. In early 2005, the transport donor
partnership group also aims to bring Japan,
ADB, the World Bank and others together with
the Ministry of Transport to agree on a long-
term, jointly owned maintenance strategy.
Sector budget support is also being trialled in
the rural transport sub-sector.

working on rationalising

Rural development

80% of donors are involved in the rural
development sector. The majority of donor sup-
port to the sector does not rely on the govern-
ment sector strategy, however. The govern-
ment’s targeted poverty-reduction
programmes are under review and once the
review has been completed (in 2005), more
donors expect to be able to support the rural
development sector. There are no government

national

performance monitoring systems in place in
the sector.

One of the first sector-wide approaches in
Vietnam was applied in the forestry sector. The
existing trust fund for forests represents a
starting point for the harmonisation of finance.

Other sectors

Several donors are supporting governance and
public administration reform (PAR). A PAR part-
nership forum has existed since 2003 with the
United Nations Development Programme; and
the LMDG is providing strategic support for the
implementation of the PAR master plan 2001-
2010. Core elements of this involve institutional
and organisational development, management
reforms and gradual transfer of power from a
central to provincial level. The plan is linked to
the government’s “e-government initiatives”.

Other sectors receiving donor support include
disaster management; fisheries; the legal sector;
small and medium-sized enterprise (SME) and
private sector development; economic reform;
and urban development.

I HARMONISATION

Several harmonisation initiatives are taking
place in Vietnam, including: the Five Banks
Group, the LMDG and the United Nations
Development Group (UNDG). Several bilateral
initiatives are underway, including Japan and
the World Bank operating under the common
framework of the harmonisation action plan.

The government of Vietnam is trying to balance
the need to receive support with the desire to
avoid externally imposed conditions, many
imposed as part of donor global procedures.
Harmonisation of conditions at the sector level
has begun, but little progress has been made to
date. In the rural development sector, a Forestry
Trust Fund was established in June 2004, based
on a sector-wide approach.

A significant number of donor missions, of
which less than 5% involve more than one
agency, are placing a significant burden on
government agencies that are already over-
stretched.

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005



SURVEY ON HARMONISATION AND ALIGNMENT

140

TABLE 14.5
INDICATOR 7

Are donors streamlining conditionality?

Direct budget support YES
Health sector NO
Education sector NO
Water sector YES
Transport/road sector NO
Rural development agriculture NO

TABLE 14.6
INDICATOR 9

Who is delegating co-operation?

YES! YES NO NO!
Australia Norway  Switzerland  Belgium
Canada United NGOs France
Denmark Nations Germany
Finland Japan
Netherlands United
Sweden States
United ADB
Kingdom IMF
European
Commission
World Bank

The government has expressed increasing
concern as well about the high transaction
costs associated with the multiplicity of donor
agencies’ operational policies, procedures, and
practices.

Priority areas for developing greater harmoni-
sation include: capacity-building support to the
government; streamlining and harmonisation
of donor procedures; development of joint do-
nor strategies, programmes and analytical
work; and more effective monitoring and re-
porting. Some donors would also add the wid-
er use of multi-donor financing mechanisms
such as sector budget support to this list. In
Vietnam, however, the majority of donors tend
to agree that a mix of different aid modalities
will result in the most effective implementation
of assistance to achieve sector coherence in the
framework of a government-led strategy.

STREAMLINING CONDITIONALITY

Donors have streamlined conditionality when
providing direct budget support, as well as in
the water sector (see Table 14.5 — Indicator 7).

Different triggers were established at the outset
of the CPRGS to monitor progress in the reform
agenda. These triggers, which are detailed in
the World Bank’s PRSC document, provide
measurable benchmarks covering the three pil-
lars of the reform agenda. A wide range of do-
nors have either joined the PRSC already or are
considering whether to do so in the future. As
a result of this collaboration, the PRSC will be
worth around USD 220 million (of which USD
120 million are provided by donors other than
the World Bank) in 2004.

DELEGATED CO-OPERATION

Indicator 9 shows that 45% of donors in Viet-
nam claim to be party to an agreement to per-
form tasks on behalf of other donors (see Table
14.6). Examples include arrangements within
the LMDG where members take lead responsi-
bility for different tasks; for example, the Unit-
ed Kingdom is the lead agency for public sec-
tor financial reform, and Switzerland is the lead
agency for public administration reform. The
United Nations takes the lead in many pro-
with activities financed

grammatic  areas,

through pooled funding mechanisms.

DONOR FIELD MISSIONS

Approximately 400 missions took place in Viet-
nam in 2003. Seven organisations (World Bank,
NGOs, Japan, Germany, Denmark, ADB and
the United Kingdom) accounted for 75% of the
total number of missions. Only a small part of
all missions were undertaken jointly between
donors (see Figure 14.4 — Indicator 10).
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STREAMLINING DIAGNOSTIC REVIEWS

Five diagnostic reviews were undertaken between
2001 and 2003, all of which involved joint do-
nor teams (see Table 14.7 — Indicator 11).

DISCLOSING INFORMATION

42% of donors claim to notify the government
on indicative disbursements they plan to release
over at least a three-year period. A further 32%
qualified their responses (Indicator 12a — Table
not presented). For example, the United
Kingdom commits allocations for two years,
but the third year’s projection is indicative,
contingent on UK government spending
reviews. Germany has just started making
commitments bi-annually rather than annually.

Some 50% of donors claim to provide compre-
hensive and regular information about in-
country disbursements (Indicator 12b — Table
not presented). The remainder of respondents
qualify their answers, for example by stating
that while information given is comprehensive,
it is provided annually, a year in arrears. Japan
is conducting an annual portfolio review bilat-
erally with the government to discuss the
annual disbursement plans and the govern-
ment actions necessary to secure the plan.

Only 37% of donors regularly shared informa-
tion on their country analytic work (see Table
14.8 — Indicator 13). Several donors explain
that while analytical work is not regularly
posted on Web sites, they share it with relevant
stakeholders by e-mail, through co-ordination
groups and/or through the Ministry of Finance.
Others report problems sharing information
as some donor documents are not available
in English.

Number of donor missions: 396 FIGURE 14.4
INDICATOR 10
World Bank _ 50
Denmark _ 36
United Kingdom _ 23
Sweden - 16
Finland [0 16
Australia - 16
Canada - 16
France - 16 = J":i‘:i'ons
Norway - 7
Switzerland - 7
cotarpsn Il 7
0 10 20 30 40 50
Are diagnostic reviews being streamlined? TABLE 14.7
Diagnostic reviews Was it undertaken INDICATOR 11
(2001-03) jointly?
CFAA YES
PER YES
CPAR YES
EACFM YES
Five Banks JPR YES

Who is sharing country analytic work? TABLE 14.8
INDICATOR 13
YES! YES NO NO!
France Australia Germany Belgium
United Denmark Norway
States Finland Sweden
ADB Japan
European  Netherlands
Commission g\it7erland
IMF United
United Kingdom
Nations NGOs
World
Bank
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ACRONYMS

ADB Asian Development Bank

APR Annual progress review

CCBP  Comprehensive Capacity-Building Programme (Vietnam)

CFAA  Country financial accountability assessment

CG Consultative group

CPAR  Country procurement assessment review

CPRGS Comprehensive Poverty Reduction and Growth Strategy (Vietnam)

EACFM  Ex ante assessment of country financial management (European Commission)

IMF International Monetary Fund

JBIC Japan Bank for International Cooperation

JPR Joint portfolio review

LMDG  Like Minded Donor Group (Vietnam)

MPI Ministry of Planning and Investment (Vietnam)

MTEF  Medium-term expenditure framework

NGO  Non-governmental organisation

ODA  Official development assistance

PAR Public administration reform

PER Public expenditure review

PRS Poverty-reduction strategy

PRSC  Poverty-reduction support credit

PRSP Poverty-reduction strategy paper

SEDP  Socio-Economic Development Plan (Vietnam)
UN United Nations
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The survey sought to measure

objective evidence of progress

against 13 key indicators on

harmonisation and alignment

(see Foreword). A four-point

scaling system was used for all

of the “Yes/No” questions:

1. “Yes without reseservations”
represented here as: YES!

2. “Yes with reservations”:
represented here as: YES

3. “No with reservations”

represented here as: NO

4. “No without reservations”
represented here as: NO!

Specific technical criteria were

suggested to guide responses

(See Annexes). Respondents

were also invited to provide

a brief explanation when

they expressed reservations

(Categories 2 and 3 above).

The qualitative information

they provided has informed

this chapter.

ambia’s poverty-reduction strategy paper (PRSP) has been generally accepted

as a framework for the provision of donor assistance, although it is recognised

that its action plans could be clarified. Government ownership of the
harmonisation process is coming into place in Zambia, thanks to the spring 2004
Harmonisation Memorandum of Understanding (MoU) and an aid policy document
which is under development. The intention is to have this latter document, including
its aid management assessment, ready by March 2005. The government also expects
greater usage of budget support now that the newly approved poverty reduction
and growth facility is in place (PRGF). The lack of committed government resources
and capacity to follow up these issues, added to potentially competing and
conflicting priorities, may slow progress, however. Clear technical leadership within
the government also remains to be established. Greater participation, improved
communication and simplification have all been highlighted as factors that will be
essential for greater harmonisation in Zambia. Progress towards harmonisation in
the health and education sectors in Zambia is noticeable.

FIGURE 15.1

INDICATOR 1

I —
Are donors supportive of
the government’s harmonisation agenda?

I OWNERSHIP

A CLEAR AGENDA
ON HARMONISATION

In 2004, the Zambian government

100
90 NESHS2to) agreed a MoU with approximately
70-80% of the donor community to
% address “co-ordination and harmoni-
Z0 sation of government and donor
60 practices for aid effectiveness in
50 Zambia”. An important activity under
20 the harmonisation framework is the
development by March 2005 of an
>0 aid policy document, which will
20 outline Zambia’s own harmonisation
10 - NO (8%) requirements.
© YES! YES :(/; NO! 92% of donors indicate that they are

currently supporting the govern-
ment’s agenda (see Figure 15.1 —
Indicator 1).
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TABLE 15.1
INDICATOR 2

Is government co-ordinating aid?

Is there a formalised process for dialogue?  YES!

Is government proactive? NO
Is government in the driving seat? NO
Do donors’ rules support harmonisation? NO

58%

% of donors who take part in co-ordination

TABLE 15.2
INDICATOR 3

Capacity development

» Have weaknesses been identified?

In public financial management YES!
In budget planning and execution ~ YES!
In co-ordination of aid YES!
» Are weaknesses being addressed?
In public financial management YES
In budget planning and execution ~ YES
In co-ordination of aid YES
» Is the level of support appropriate?
In public financial management NO
In budget planning and execution NO
In co-ordination of aid YES

FORMAL GOVERNMENT-LED
FRAMEWORK FOR DIALOGUE
AND CO-ORDINATION

The government view is that Zambia’s donors
are, in principle, supportive of its agenda. To
date, Denmark, Finland, Germany, Ireland,
Japan, Netherlands, Norway, Sweden, United
Kingdom, United Nations and the World Bank
have signed the MoU on harmonisation of
donor practices and Canada was due to sign in
November 2004. However, not all donors are
prepared to support the MoU: one bilateral
donor notes that the MoU is “not compatible
with existing rules and regulations of the agency”.

Donor co-ordination is not yet fully in place,
although it has recently been improved with
regard to the PRSP, as the PRSP sector advisory
groups have been revived (see Table 15.1 —
Indicator 2).

The harmonisation agenda, despite being
anchored at the highest level with the Ministry
of Finance, suffers weak co-ordination due to a

lack of committed resources to follow up regu-
larly. There have been follow-up meetings
since the signing of the MoU, but clear tech-
nical leadership and a fully developed national
co-ordination structure within government are
yet to be established. At present, donor co-
ordination varies by sector, being strongest in
the education and health sectors, where it takes
place on a regular and structured basis. There
are a number of other initiatives (e.g. the public
expenditure management and accountability
review [PEMFAR] and the public sector capacity
building programme [PSCAP]) where the
government convenes regular meetings that
are attended by a number of donors.

The government notes that while it has the in-
tention to use the MoU, and the guidelines
contained therein to challenge donors, it has
not yet used these tools actively. It reports that
to date, peer pressure among donors them-
selves has been the most important means for
influencing their behaviour.

CAPACITY DEVELOPMENT

Capacity weaknesses have been identified in
public financial management and budget
formulation, execution, reporting and review
(see Table 15.2. — Indicator 3). A joint support
programme, based on the PEMFAR analysis,
was designed and due to be appraised at the
end of June 2004. It was expected that it would
lead towards joint donor support for financial
management reform.

According to the Zambia 2004 PRSP progress
report, the PEMFAR is “aimed at improving
fiscal discipline, effectiveness in resource allo-
cation and realisation of value for money in the
execution of expenditures.”

Development of a medium-term expenditure
framework (MTEF) has commenced, but will
be refined as part of PEMFAR. The government
notes that, until this initiative comes on stream,
support for capacity building is inadequate in
these areas.

Capacity weaknesses have also been identified
in aid co-ordination; the new aid policy, which
is being developed jointly, is expected to
address these.
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I ALIGNMENT

RELIANCE ON PARTNERS” NATIONAL
DEVELOPMENT STRATEGIES

Donors rely on Zambia’s PRSP for the provi-
sion of donor assistance, although it is recog-
nised that its action plans could be clarified
(see Figure 15.2 — Indicator 4). An indicator
framework is in place, though it needs to be
put to better use.

One bilateral donor notes:

“Going forward, one of the major
challenges will be to improve the link
between the priorities in the PRSP and
allocations in the MTEF and the annual
government budgets.”

The first PRSP progress report, covering the
period from January 2002 to June 2003, was
released in the second quarter of 2004. The
annual progress review (APR) process is still
not well developed, though steps have been
taken by the government to improve PRSP
reporting by reviving the sector advisory groups
and hosting an annual poverty-reduction
conference. The second PRSP Progress Report
(June  2003-June 2004) has also been
presented.

One bilateral donor notes:

It should be kept in mind that it is not that
easy to switch from one sector to another
from one year to another. Such decisions
would probably best be made in connec-
tion to strategic reviews of the current total
development co-operation assistance being
provided, drawing upon experience from
APRs or similar, and in close consultations
with all (or as many as possible) donors.
Efforts are underway in Zambia to work
out a clearer and more efficient division of
labour between donors, based on priorities
expressed in the PRSP and funding flows
heading to priority sectors.

Do donors rely on the PRS when programming
official development assistance?

o YES (100%)

90
80
70
60
50

40

NO (0%)
NO!

0 YES! YES NO

The PRSP was planned to cover the period
2002-04. Tt is expected it will be extended by
one year until the new national development
plan covering 2006 to (most likely) 2010, is re-
leased sometime in early 2006.

BUDGET SUPPORT

Various forms of pooled funding support are
provided to Zambia, although the only donor
currently providing budget support is the
European Commission (see Table 153 —
Indicator 5).

The World Bank is currently in the process of
finalising its budget support arrangements.

The United Kingdom reports that it is working
closely with the ministries of finance and
national planning and other development part-
ners to move towards full direct budget support.

The government hopes that more donors will
use the budget support modality now that it is
placed on the PRGF".

1. An IMF announcement in June 2004 stated: “The Executive Board of the International Monetary Fund has
approved a three-year arrangement under the PRGF for Zambia in an amount equivalent to SDR 220.095 million
(about USD 320.41 million) to support the government’s economic programme into June 2007. The first disbursement
of SDR 82.536 million (about USD 120.15 million) under the arrangement will become available immediately.”

FIGURE 15.2
INDICATOR 4
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TABLE 15.3 Is budget support predictable and aligned?
INDICATOR 5
Are budget support donors making: YES!
» multi-annual commitments? European
Commission
» timely commitments? European
Commission
» timely disbursements? European
Commission
FIGURE 15.3 Use of partner country systems
INDICATOR 6

-,
evaluation

i Average value 0 10 20 30 40
. inthe 14 countries

Disbursement

PROJECT SUPPORT

In comparison with other countries surveyed,
Zambian government systems are used to an
average extent (see Figure 15.3 — Indicator 6).

Under the Harmonisation MoU, donors commit
themselves to an increased use of the Zambian
Auditor General for external audits. Such an in-
crease has been seen in both the health and the
education sector SWAps.

SECTOR SUPPORT

Progress towards harmonisation differs consid-
erably by sector (see Table 15.4 — Indicator 8).

Some donors provide sector support as part of
sector-wide approaches (SWAps), rather than
full budget support. Examples include:
B European Commission support for
pooled funding in the education, health
and road transportation sectors.

YES NO NO!
Ireland
Japan
United Kingdom
Ireland United Kingdom

United Nations

United Kingdom

B UK support to the health and education
SWAps.

B Irish multi-annual support to the health
and education SWAps.

Donor support provided as part of SWAps
makes use of procurement, disbursement,
reporting, monitoring and evaluation arrange-
ments mutually agreed between the govern-
ment and participating donors. These can
include new systems that did not exist or were
underdeveloped before, notably in reporting.

Health sector and education sector

The health sector and the education sector both
have well developed SWAps, a clear govern-
ment sector policy, a MTEF, good donor
co-ordination mechanisms and government
performance monitoring systems (PMSs). Both
are well supported by donors (90% support the
health sector and 82% the education sector)
and progress towards harmonisation in both
sectors is good.

Water sector

A unified sector policy is yet to be fully developed
in the water sector. Assistance is being provided
(e.g. by Denmark) to finalise a full sector policy.
Discussions on the development of a SWAp have
started, as have efforts to build capacity in govern-
ment PMSs. Despite these efforts, progress towards
harmonisation in the sector remains slow.
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Alignment with sector programmes

» Are sector systems in place?
Is government leading in the sector?
Does a clear sector policy exist?

Is a sector medium-term expenditure framework
(MTEF) in place?

Is there sector co-ordination?
Is a sector monitoring system in place?
Are systems being harmonised?
» Are donors supporting the sector systems?
Are the systems aligned with government policies?
Are funds integrated into the MTEF?

Are donors using the government monitoring system?

Transport sector

The government has a clear strategic plan (called
the ROADSIP) which 100% of donors active in
the sector are following. This is supported by a
MTEF, formal donor co-ordination processes
and a PMS. A pooled funding mechanism also
exists in the sector. Despite this progress,
however, the government reports that “donor
interventions are mainly of the project type,
administered in parallel systems.”

Rural development

The draft national agriculture policy is still to
be approved by the Cabinet. In the absence of
such a strategy, agricultural policy comes from
the PRSP. Given that the sector is private sector
driven, its nature is noticeably different from
the social sectors. An agricultural consultative
forum has been established to facilitate a tripar-
tite policy dialogue between the government,
private sector and donors.

Other sectors

Donor support is also provided for the govern-
ment decentralisation policy, the National AIDS
Council, democratic and economic governance,
energy, private sector and urban development.

Health  Education = Water  Transport Agriculture
YES YES NO YES N/A
YES! YES! NO! YES! NO!
YES! YES! NO! YES! NO!
YES! YES! NO! YES! NO!
YES! YES! NO! YES! NO!
YES! YES! NO! NO NO!
YES! YES! YES YES! YES
NO NO NO! NO NO!
YES! YES! NO YES NO

I HARMONISATION

The report “Harmonisation of Donor Practices
for Aid Effectiveness in Zambia”, commissioned
by seven bilateral donors, states:

Harmonisation between donors and

with the government means to agree on

a general policy framework as well as
sector and sub-sector policies. This requires
moving towards “like-mindedness”, not
only among the likeminded donors, but
also “like-mindedness” with the government
in terms of the overall goals/objective of
the partnership; and with respect to the
planned programmes/projects.

[...]

The consultations during this study have led
to the overall conclusion that there is an
urgent need for Zambia and its co-operating
partners to harmonise policy and public
sector management systems and procedures
in a way that would result in more effective
aid management. It has become clear that
the discussion of harmonisation among
donors themselves in the form of joint
working arrangements, including delegated
co-operation, may reduce their transaction
costs. However, the reduction of transaction
costs within the Zambian government

TABLE 15.4

INDICATOR 8
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system is equally as important, hence, the
need to adopt a more inclusive approach
to harmonisation in order for government
to feel part of the process rather than an
invited participant to a donor-driven initia-
tive. This effectively calls for a change in
the donor-partner relationship since the
process regarding how the harmonisation
initiative is handled becomes as important
as the product of this collective effort.

In exploring the way forward for increased
harmonisation, the three guiding principles of
compatibility with the partner; simplicity; and
achievability should be highlighted. This is
likely to require that donors consider the pace
at which harmonisation can take place,
including the pace at which the government
operates, government capacity, and ways to
broaden the harmonisation group (including
greater participation by civil society).

The “Aid Harmonization & Alignment” Web
site (www.aidbarmonisation.org) sets out the
government’s approach to taking the lead on
harmonisation:

The overall approach will be guided

by the following principles to which both

government and donors subscribe:

(a) Leadership, co-ordination and guidance

by the government.

TABLE 15.4
INDICATOR 7

Are donors streamlining conditionality?

Direct budget support NO!
Health sector YES!
Education sector YES!
Water sector NO!
Transport/road sector NO!
Rural development agriculture NO!

TABLE 15.6
INDICATOR 9

Who is delegating co-operation?

YES! YES NO NO!
Germany Ireland Sweden Denmark
Netherlands ~ Norway Finland
United Japan
Kingdom United States
United European
Nations Commission

(b) A commitment to civil service reform.
(o) Public financial management reform.

(d) A commitment to using the PRSP
as a basis for strategic planning and
monitoring.

(e) A commitment to the adoption of
SWAps and the possible move toward
direct budget support.

The development of the Harmonisation MoU
should provide the framework for further
participation in this process.

STREAMLINING CONDITIONALITY

The only sectors in which streamlining of
conditionalities has occurred are health and
education, the two sectors with pooled funding
for SWAps (see Table 15.4 — Indicator 7).

DELEGATED CO-OPERATION

Indicator 9 shows that 17% of donors in Zambia
report to be party to an agreement to perform
tasks on behalf of other donors. A further 33%
qualified their responses (see Table 15.5).
For example:

B Norway looks after the infrastructure
component of support to the National AIDS
Council on behalf of the UK Department
for International Development (DFID) and
other donors;

B In support of parliamentary reform, and the
PEMFAR reform programme, Ireland has a
reciprocal delegated co-operation
agreement with the Netherlands;

B Norwegian support to the agricultural
sector is channelled through the Netherlands.
On the other hand, Norway plays the
active role in the joint Norwegian/Dutch
support to the Office of the Auditor-General;

B Several donors have established silent

partnerships in the non-governmental
organisation (NGO) sector.
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DONOR FIELD MISSIONS

Approximately 130 missions took place in
Zambia in 2003 (not including the World Bank
or the International Monetary Fund). Around
10% of these missions were undertaken jointly
(see Figure 15.4 — Indicator 10).

STREAMLINING DIAGNOSTIC REVIEWS

Three types of review, a CFAA, a PER and a
CPAR were conducted in the period 2001-03.
Of these, only the PER was conducted jointly
by more than one agency (Indicator 11 — Table
not presented).

DISCLOSING INFORMATION

33% of donors claim to notify government on
indicative disbursements they plan to release
over at least a three-year period (Indicator 12a
— Table not presented).

Donors report that the format for projections
requested by the government does not specify
a breakdown by aid modality, nor requests
details of any conditions attached to the
disbursement.

Several donors note that, while they do not
provide three-year indicative envelopes on
expected aid flows, they do share any available
information when requested by the govern-
ment. However, to date the government has
not regularly asked for any information
regarding planned disbursements. The one
exception concerns a request for information
on the budget framework 2005-07, for which it

provided a format for the answer.

Some 17% of donors claim to provide compre-
hensive and regular information about in-
country disbursements (Indicator 12b — Table
not presented).

Donors report that, though they provide such
information when requested, the government
system for soliciting it is not yet fully functional.
When information is asked, it tends to be in the
health and education sectors, where financial
planning is better organised than in other sectors.

Number of donor missions: 129 FIGURE 15.4
INDICATOR 10
United States . 7
European
Commission - 7
Netherlands - 7
United Kingdom . 7
Norway - 7
Sweden I2
Ireland I2 [
.]oint
Finland I2
0 10 20 30 40 50
Who is sharing country analytic work? TABLE 15.6
INDICATOR 13
YES! YES NO NO!
European Denmark Finland Ireland
Commission Japan Netherlands
USAID Norway Sweden
United
Kingdom
United
Nations
Several donors submit disbursement infor-

mation to the government, though not in a
government format. One donor reports that no
real guidance on the preferred format has so
far accompanied the occasional requests for
information.

Only 18% of donors regularly share informa-
tion on their country analytic work on the
country analytic Web site (see Table 15.6 —
Indicator 13).

Others share information on their own agency
Web sites; or with interested stakeholders; or
make it available upon request. The harmoni-
sation group seeks to prepare joint briefings for
donor headquarters on key development issues
in Zambia.
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ACRONYMS

ADB Asian Development Bank

APR Annual progress review

CCBP  Comprehensive Capacity-Building Programme (Vietnam)

CFAA  Country financial accountability assessment

CG Consultative group

CPAR  Country procurement assessment review

CPRGS Comprehensive Poverty Reduction and Growth Strategy (Vietnam)

EACFM  Ex ante assessment of country financial management (European Commission)

IMF International Monetary Fund

JBIC Japan Bank for International Cooperation

JPR Joint portfolio review

LMDG  Like Minded Donor Group (Vietnam)

MPI Ministry of Planning and Investment (Vietnam)

MTEF  Medium-term expenditure framework

NGO  Non-governmental organisation

ODA  Official development assistance

PAR Public administration reform

PER Public expenditure review

PRS Poverty-reduction strategy

PRSC  Poverty-reduction support credit

PRSP Poverty-reduction strategy paper

SEDP  Socio-Economic Development Plan (Vietnam)
UN United Nations

150 Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005



ACRONYMS

ADB
ADB DSAA

AFDB
AMP
APR
AusAlD

BACC

BDF
CCBP

CDC
CEO
CFAA

CG
CIDA

CPAR
CPRGS

CPRM
DAC

DAC

DAG
DANIDA
DFID

DPG
EACFM

EBRP

EIA
FAO
HIPC
HLF
IDB
IFAD

ILO
IMF

Asian Development Bank

Asian Development Bank’s Diagnostic
Study of Accounting and Auditing
African Development Bank

Aid management platform

Annual progress review

Australian Agency for International
Development

Budget and Aid Coordinating Committee
(Fiji)
Bangladesh Development Forum

Comprehensive Capacity-Building
Programme (Vietnam)

Council for the Development of Cambodia
Chief executive officer

Country financial accountability
assessment

Consultative group

Canadian International Development
Agency

Country procurement assessment report

Comprehensive Poverty Reduction and
Growth Strategy (Vietnam)

Country programming review mission

Development Assistance Committee
(OECD)

(Tanzania) Development Assistance
Committee

Development Assistance Group (Ethiopia)
Danish International Development Agency

Department for International Development
(United Kingdom)

Development Partners’ Group (Tanzania)

Ex ante assessment of country financial
management (European Commission)

Estrategia Boliviana de Reduccion de la
Pobreza (Bolivia)

Environmental impact assessment
Food and Agricultural Organization
Heavily indebted poor countries
High-Level Forum

Inter-American Development Bank

International Fund for Agricultural
Development

International Labour Organization
International Monetary Fund

IMF ROSC

ISDB
JBIC
JCLA

JFA
JICA
JPR
LCG
LMDG
M&E
MDB
MDG
MEF
MoF
MOFED

MoU
MPF
MPI

MSD
MTBF
MTEF
MTEP
NDP
NGO
NPRS
NZAID

ODA
OECD

OED

PAF
PAR
PARPA

PEDP-II

PEFA

PEMFAR

PER

International Monetary Fund’s Report on
the Observance of Standards and Codes

Islamic Development Bank

Japan Bank for International Cooperation
Joint Country Learning Assessment
(Nicaragua)

Joint financing arrangement

Japan International Cooperation Agency
Joint portfolio review

Local consultative group (Bangladesh)
Like Minded Donor Group (Vietnam)
Monitoring and evaluation

Multilateral development bank
Millennium Development Goal
Ministry of Economy and Finance
Ministry of Finance

Ministry of Finance and Economic
Development (Ethiopia)

Memorandum of understanding
Ministry of Planning and Finance

Ministry of Planning and Investment
(Vietnam)

Medical Stores Department (Tanzania)
Medium-term budgeting framework
Medium-term expenditure framework
Medium-term expenditure programme
National development plan
Non-governmental organisation
National poverty-reduction strategy

New Zealand’s International Aid and
Development Agency

Official development assistance

Organisation for Economic Co-operation
and Development

Operations Evaluation Department
(World Bank)

Performance assessment framework
Public administration reform

Plano de Accdo de Reducao da Pobreza
Absoluta (Mozambique)

Primary Education Development
Programme (Bangladesh)

Public Expenditure and Financial
Accountability

Public expenditure management and
accountability review

Public expenditure review
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PETS
PFM
PMS
PRGF
PRS
PRSC
PRSP
PSCBP

RGC
SDP
SDPRP

SEDP
SEDP-II
Sida

SIGMA

SPA
SWAp
TAS
UN
UNDP
UNDP

CONTACT
UNESCO

UNICEF
USAID

WHO

Public expenditure tracking surveys
Public financial management
Performance-management system
Poverty reduction and growth facility
Poverty reduction strategy
Poverty-reduction support credit
Poverty-reduction strategy paper
Public sector capacity building programme
(Ethiopia)

Royal Government of Cambodia
Strategic development plan
Sustainable development and poverty
reduction paper (Ethiopia)
Socio-Economic Development Plan
(Vietnam)

Second Socio-Economic Development
Plan (Cambodia)

Swedish International Dwevelopment
Cooperation Agency

Sistema Integrado de Gestion y
Modernizacion Administrativa (Integrated
System of Management and Administrative
Modernisation) (Bolivia)

Strategic Partnership with Africa
Sector-wide approach

Tanzania Assistance Strategy

United Nations

United Nations Development Programme
United Nations Development Programme’s
Country Assessment in Accountability and
Transparency

United Nations Educational, Scientific
and Cultural Organization

United Nations Children’s Fund

United States Agency for International
Development

World Health Organization
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ANNEX A

Explanatory Note Survey on Harmonisation and @
on the questionnaire Alignment /\Jj?i i

INTRODUCTION

The Rome Declaration on Harmonisation invited donors and partner countries to
develop indicators to measure progress over time in aid harmonisation and alignment. To
this end, an OECD-DAC Task Team' has elaborated a framework of indicators organised
around the three key dimensions of the Rome Declaration (see Figure A.1).

Figure A.1. The Rome commitments on harmonisation and

1. Ownership

(Partner countries)

ountries
set the
priorities

2. Alignment Alignment | Use of
(Donor-Partner) with country | country
priorities | systems

3. Harmonisation Common Rationalis | Informatio
(Donor-Donor) arrangement e n sharing

<

For each of these dimensions the framework identifies a limited set of indicators
— contained in the Rome Declaration — that are of strategic importance to the
enhancement of aid effectiveness (see Table A.1).

In order to capture progress in the areas covered by the framework of indicators a
questionnaire has been designed. It is divided into three parts. Part 1 of the questionnaire
seeks to measure progress in establishing the basic building blocks of effective
partnerships between governments and the donor community. Part 2 seeks to measure
progress made by donors in implementing improvements in aid practices. Part 3 captures
government perspectives on donor practices. The survey will be carried out in
14 developing countries. These are:

1

partner countries.

Africa Asia Latin America Pacific Region
= Ethiopia = Bangladesh = Bolivia = Fiji
=  Morocco = Cambodia = Nicaragua
= Mozambique = Kyrgyz
= Niger Republic
= Senegal = Vietnam
= Tanzania
= Zambia

The OECD-DAC Task Team on Harmonisation and Alignment and the Joint Venture on Public
Financial Management bring together all of the main donor organisations and 15 representatives of
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Findings from this exercise will then be used to report progress to the second
High-Level Forum on Harmonisation in Paris in early 2005. The survey is to be
completed and a final report made available by September 2004.

II. THE QUESTIONNAIRE

The three-part questionnaire seeks to measure objective evidence of progress
against 13 key indicators of progress on harmonisation and alignment (see Table A.1). A
“Yes/No” format has been used for this questionnaire. Inevitably, however, answers to
some questions will not be clear cut and will require some form of qualification. This is
why two additional categories have been added: “Qualified yes (yes, but ...)” and
“Qualified no (no, but...)”. Both of these categories require respondents to provide
additional qualitative information. The result amounts to a four-point scaling system.

Table A.1. The 13 indicators of progress in harmonisation and alignment

Rome Commitments on Harmonisation & Alignment

Partner countries co-ordinate development assistance

Partner countries assume leadership Jole Partng;gountries set their agenda for greater harmonisation and alignmer

2 A

5 coordination of development§3assistance

5 2 Partner countries lead national coordination processes.

c

2

o : .

-~ B Donors support partner countries' g 10te support partner countries' capacity to manage and coordinate effc
manage development affestangB) development assistance.

Donors align aid with partner country priorities and systems

2 B Development assistance is increasing A deDoeces conntry assistance strategies are aligned with poverty reduction|:
QE) accordance with partner count(§&s?) pr|oréresalent national frameworks.
5
< Budget support is programmed and disbursed in accordance with partner|
N D Donors rely on partner country systemsprigrities and budget procedures.
procedure§5) g | Project support is increasingly delivered through partner countries' systeh
procedures.
Donors streamline aid delivery
7 Donors clarify the circumstances under which they might suspend or adj:
E Boncr=ge] ks el - DJr‘\Jorrs support sector approaches in key policy areas.
planning, managing and delig&ing aald

c
'% 9 Number of agreements on delegated co-operation.
]
=
g o X 1 Number of donor missions per partner country, of which joint donor missjc
S F Donors reduce missions, reviews and| rebports where
£ appropriat®5.2;§5.7) - - -
o 1 Donors streamline diagnostic reviews.

14 Donors disclose information on planned and actual aid flows.

G Donors are transparent about (§6jr faigl
13 Donors share analytic work at country level.
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III. ROLE OF LEAD FACILITATORS

In each of the 14 countries, the questionnaire will be managed by a lead facilitator

— usually a donor who plays a lead role in the country or the government itself. The role
of the lead facilitator will be to:

Ensure that government and donors are appropriately informed and receive an
adequate opportunity to comment on responses.

Convene a meeting of representatives from donors and government in order to
complete Part 1 of the questionnaire.

Support donors in completing Part 2 of the questionnaire and government for
Part 3.

Attempt to form a consensus on key issues outlined in the questionnaire.
Control quality and consistency of responses provided.

Communicate responses to the OECD secretariat for analysis.

IV. KEY STEPS

1.

By May 2004, the OECD secretariat will send the questionnaire to all DAC members
and observers associated with the DAC Working Party on Aid Effectiveness and
Donor Practices. The questionnaire will also be sent to lead facilitators in countries
where the survey will be conducted.

Each donor will take responsibility for forwarding the documents to their local in-
country representatives in the 14 countries included in this exercise.

Lead facilitators in partner countries will also forward the documents to all local
donor representatives and to government, so that all relevant stakeholders are
appropriately informed.

Lead facilitators should collect all completed questionnaires (Part 1, Part 2 and Part 3)
for onward submission to the OECD secretariat by 30 June 2004 at the latest.

Assuming a common position can be found, the lead facilitator will complete Part 1
of the questionnaire on behalf of all representatives and submit this along with
individual contributions from donors (Part 2) and government (Part 3).

The lead facilitator will disseminate responses to all parts of the questionnaire to local
partners, including the common position agreed by partners at the meeting.

The OECD secretariat will analyse all responses submitted and produce a report by
September 2004 which will be will be presented and discussed at the Task Team
meeting in July 2004 with a view to incorporating it into the report to the second
High-Level Forum on Harmonisation scheduled in early 2005.

The OECD secretariat will make available copies of the final report to all
participating donors and governments.

For further information, please contact:

Simon Mizrahi (OECD) Soe Lin (OECD)

simon.mizrahi @oecd.org M soe.lin@oecd.org

B (+33-1)452478 41 @B (+33-1)45249026

Fax (+33-1) 44 30 61 47 Fax (+33-1) 44 30 61 47
2
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Part 1 of the Questionnaire OECD-DAC Survey
Common Perspectives on Progress in

Harmonisation <2 Alignment W

To be completed jointly by government and donors

Please complete the form electronically. For more information on the background and pur-
pose of this questionnaire please refer to the explanatory note.

Harmonisation and alignment is all about setting up effective partnerships be-
tween the partner country and the donor community. The aim of Part 1 of the question-
naire is to measure collective progress made in establishing the fundamental building
blocks of this partnership — is there an effective framework for dialogue between gov-
ernment and donors? Is there clarity over government’s priorities in the area of harmoni-
sation and alignment, etc?

In order to complete Part 1, the lead facilitator (see explanatory note for more in-
formation) will convene a meeting with all donors and appropriate government represen-
tatives from government with a view to reaching mutually agreed responses to the various
questions. If, however, it is not possible to form a common response, those respondents
who are in disagreement will be required to submit their original responses separately.
Part 1 will then be communicated by the lead facilitator to the OECD Secretariat by 30
June 2004 at the latest.

Please indicate:
Country: [Type here]
Lead facilitator: [Type here]

Date of meeting: [Type here]

List of donor representatives: organisation, name, telephone & email (please ap-
pend list to questionnaire).

List of government representatives: ministry, name, telephone & email (please ap-
pend list to questionnaire).

SECTION A: OWNERSHIP

Indicntor 1 — Partner comntries set their agends for greater harmonisa-
tiom and alignment,

Little progress is to be expected in the area of harmonisation and alignment if the partner
government does not clearly state its agenda in this area — this is referred to as a country-based action
plan in the Rome Declaration on harmonisation. This agenda sets out the government’s expectations
and priorities with regard to how donors provide development assistance and might include topics such
as modalities for disbursing and notifying development assistance and definition of the principles for
interacting with the donor community etc. In some countries the agenda might have already been es-
tablished for some time (e.g. Uganda’s PEAP and Partnership Principles), while in others, work is still
underway. This indicator seeks to measure progress accomplished so far in this area. (Part 2 of the
questionnaire examines whether individual donors are implementing the agenda.)

1a) Clear agenda on harmonisation — The government has set and communicated its
agenda for coordinating, harmonising & aligning development assistance at country level.

4 Point Scale Indicative criteria for rating
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1a) Clear agenda on harmonisation — The government has set and communicated its
agenda for coordinating, harmonising & aligning development assistance at country level.

4 Point Scale Indicative criteria for rating

The government has disclosed a document setting out the operational principles for
coordinating, harmonising & aligning development assistance at country level. E.g.
The PEAP in Uganda and action plan on harmonisation in Vietnam.

1] Yes

2 [ Qualified Please qualify your response in less than 150 words: [Type here]
yes

3 [ Qualified Please qualify your response in less than 150 words: [Type here]
no

40No The government has not disclosed its agenda on harmonisation etc.

swer

_ Indicator 2 — Partner countries lead national co-ordination processes.

For harmonisation and alignment to be effective it should be co-ordinated directly by the
partner government. The institutional set-up for coordinating aid will typically vary from one country
to another. In some cases, the Ministry of Economy will perform co-ordination of aid at country level,
where as in others, it will be the office of the Prime Minister. Regardless of the institutional set-up, the
existence of an appropriate framework for dialogue and co-ordination is an important feature of country
ownership over in-country development activities. It is equally important that the government exercises
ownership and leadership over the co-ordination processes; this includes organising and chairing
meetings and setting the agendas. (Part 2 of the questionnaire examines the extent to which donors take
part in these processes.)

2a) Formalised process for overall co-ordination & policy dialogue— A formalised process for
overall donor co-ordination and policy dialogue has been established at country level (see indicator
8 for co-ordination at sector level).

4 Point Scale Indicative criteria for rating

M Government plays a leading role in chairing meetings on co-ordination, har-
monisation & alignment of development assistance.

M Government and donors have agreed on the terms of reference for engaging in
1[] Yes discussions: frequency of meetings, scope of issues to be discussed, arrangements
for chairing etc.

M Government and donors meet regularly to discuss issues related to co-ordination
& harmonisation of activities and alignment.

2 [] Qualified Please qualify your response in less than 150 words: [Type here]
yes

3 [ Qualified Please qualify your response in less than 150 words: [Type here]
no

40No None of the above criteria apply.

swer

2b) Government takes a pro-active approach — Government challenges donors when they fail to
abide by the nationally agreed principles for coordinating, harmonising & aligning development
assistance (e.g. uncoordinated missions etc.).

4 Point Scale Indicative criteria for rating
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2b) Government takes a pro-active approach — Government challenges donors when they fail to
abide by the nationally agreed principles for coordinating, harmonising & aligning development
assistance (e.g. uncoordinated missions etc.).

Government systematically and openly challenges donors when they fail to abide
by the nationally agreed principles for co-ordinating, harmonising & aligning de-
velopment assistance. E.g. Donors plan and time missions in an uncoordinated way.

1] Yes

2 [ Qualified Please qualify your response in less than 150 words: [Type here]
yes

3 [ Qualified Please qualify your response in less than 150 words: [Type here]
no

40 No Government does not usually challenge donors.

swer

_ Indiecator 3 — Donors support partner conntries’ capacity to manage and
co-ordinate effectively development assistance,

Implementing the harmonisation and alignment agenda often signifies that donors will be
placing an increased reliance on partner country systems and procedures to manage and co-ordinate
development assistance. In some countries, appropriate and effective systems are already in place. In
others, partner governments might request support from donors to build their institutional capacity to
manage development assistance. Where weaknesses have been identified, government’s capacity will
be enhanced by providing support in the context of a government-led strategy for improving overall
management of development assistance. These strategies are most effective when donors’ aggregate
support matches partner government’s needs. This indicator seeks to identify progress in these areas.

3a) Weaknesses have been identified — Government recognises that its capacity should be
strengthened in the following areas.

4 Point Scale Indicative criteria for rating

Capacity needs have been identified by government and donors and have been
1Yes articulated in the national development plan (or harmonisation plan if this is a
different document)

2 Qualified yes [Please qualify answer in comment box below]

3 Qualified no [Please qualify answer in comment box below|

4No Government does not recognise the need to strengthen capacity.

Please tick boxes for following categories:

- 1] Yes
100 Yes i) Public Fi- [OYes ii) Budget 2(] Qualified ...
2 [] Qualified yes sl M 2 [ Qualified formulation, 5 iii) Overall co-
3 [] Qualified no ] yes - execution, 3 [ Qualified ordination of
agement or 3 [] Qualified no . .
4[] No reporting & no aid.
Procurement. 4[] No N 407 No
[ Cannot answer oc review.
[] Cannot answer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Public Financial Management or Procurement: [Type here]

ii) Budget formulation, execution, reporting & review: [Type here]

iii) Overall co-ordination of aid: [Type here]
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3b) Weaknesses are being addressed — Government and donors are currently working together to
build capacity in the following areas:

4 Point Scale Indicative criteria for rating

M A government-led strategy is in place for improving performance and capac-
ity.

1Yes M Diagnostic reviews have been undertaken and are fully integrated with capac-
ity building efforts.

MGovernment and donors are actively working together to address needs.

2 Qualified yes [Please qualify answer in comment box below]

3 Qualified no [Please qualify answer in comment box below|

4No None of the above criteria apply.

Please tick boxes for following categories:

.. 100Y
1] Yes JPublicE: |fO XS ) BndgEt 2 g Quiified .
2 [] Qualified yes nancial Man 2 [] Qualified formulation, yes iii) Overall co-
- = yes : . . e
3 [] Qualified no agement or 3 [ Qualified no execut'lon, 3 [ Qualified ordmanon of
4[] No reporting & no aid.
Procurement. 4 [ No . 4[] No
[] Cannot answer oc review.
[ Cannot answer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Public Financial Management or Procurement: [Type here]

ii) Budget formulation, execution, reporting & review: [Type here]

iii) Overall co-ordination of aid: [Type here]

3c) Level of support for capacity building is appropriate — Government and donors agree that
the level of support for capacity building matches government’s needs in the following areas.

4 Point Scale Indicative criteria for rating

1Yes Donors’ aggregate support fully matches government needs.

2 Qualified yes | [Please qualify answer in comment box below)

3 Qualified no [Please qualify answer in comment box below]

4No Donors’ aggregate support does not match government’s needs.

Please tick boxes for following categories:

.. 1] Yes
100 Yes i PublicFi- | 1Y ii) Budget 2 S Qualified ..
2 [ Qualified yes nancial Man 2 [ Qualified formulation, yes iii) Overall co-
ifi i I8 i ifi ordination of

3 [] Qualified no agement or 3 [ Qualified no CXCCUFIOIL 3 [] Qualified .
4[] No reporting & no aid.

Procurement. | 4[] No . 4[] No

] Cannot answer [ Camnct answer review. 5
Cannot answer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Public Financial Management or Procurement: [Type here]

ii) Budget formulation, execution, reporting & review: [Type here]

iii) Overall co-ordination of aid: /Type here]
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SECTION B: ALIGNMENT

Indicator 4 — Donors' country assistance strategies are aligned with PRSs
or equivalent national development plan,

One of the fundamental principles of the harmonisation and alignment agenda is that donors
should support country-owned, country-led poverty reduction strategies (PRS) —or equivalent national
development plan — and base their programming on the needs and priorities identified in these. The
questions below seek to measure how this principle has been given some reality and translates into op-
erations. (Part 2 examines the extent to which donors rely on these strategies when programming de-
velopment assistance.)

4a) Completion of a strategy — The government has completed a poverty reduction strategy
(PRS), or equivalent national framework, that sets out government’s national development strategy.

4 Point Scale Indicative criteria for rating

M Government has adopted the PRS or equivalent development plan.
10 Yes M Government presented the PRS, or equivalent national framework, to donors.
MThe World Bank or IMF has endorsed the PRS or equivalent national framework.

2 [] Qualified Please qualify your response in less than 150 words: [Type here]
yes

3 [ Qualified Please qualify your response in less than 150 words: [Type here]
no

4001 No None of the above criteria apply.

swer

4b) Operationalising strategy — The PRS or national development strategies are clearly stated
with relevant quantitative and qualitative targets that might enable donors to align their program-
ming on the needs and priorities identified in these.

4 Point Scale Indicative criteria for rating

M A link is established between national development strategy and budget priori-
ties.

1] Yes M A clear set of policy actions are planned over the medium term.

M A set of quantitative indicators measure progress towards the achievement of the
policy objectives set out in the PRS or national development strategy.

2 [ Qualified Please qualify your response in less than 150 words: [Type here]
yes

3 [ Qualified Please qualify your response in less than 150 words: [Type here]
no

40No None of the above criteria apply.

swer E.g. Government has not completed a strategy.

Survey on Harmonisation and Alignment of Donor Practices: The DAC Journal, Volume 6, Supplement 1 - ISBN 92-64-035796 - © OECD 2005

161



SURVEY ON HARMONISATION AND ALIGNMENT

4c) Annual Progress Review — A national process is in place for reviewing annual progress in
implementing the PRS or national equivalent framework (e.g. Annual Progress Review).

4 Point Scale Indicative criteria for rating

MAnnual Progress Review (APR) establishes link between implementation of the
development strategy and annual budget execution in all the key policy sectors
(health, education, water, transport, rural development, etc.)

1] Yes M APR assesses progress in implementing a clear set of actions in all the key policy
sectors.

M APR assesses progress against a set of quantitative indicators that measure pro-
gress towards the achievement of all the key policy objectives.

2 [ Qualified Please qualify your response in less than 150 words: [Type here]
yes

3 [ Qualified Please qualify your response in less than 150 words: [Type here]
no

401 No None of the above criteria apply.

swer E.g. Government has not completed a strategy.

_  Indicators 5 & ©: [Are covered only in Part 2 and/or Part 3 of the question-
naire]

SECTION C: HARMONISATION

o

Indiecntor 7 — Donors clarify within & single a document the clircum-
stances under which they might suspend or adjust support,

One of the good practices endorsed at the Rome High-Level Forum on Harmonisation is that
donors should set out within a single document their conditions — drawn from a partner’s PRS. This
document should define the conditions and the circumstances under which donors might suspend or
adjust the volume of development assistance they might provide. This good practice has many benefits
such as improving transparency of donor activities, increasing predictability of aid and enhancing gov-
ernment’s ability to plan development assistance. It also helps donors avoid presenting government
with an excessive number of potentially conflicting conditions. The purpose of this indicator is to
measure progress in this area.

7a) Streamlining conditionality — In which of the following sectors/instruments, have donors and
government agreed and set out within a single document circumstances under which each donor
would suspend support within a year or adjust the volume of development assistance it might pro-

vide.

4 Point Scale Indicative criteria for rating
¥es A single document maps comprehensively all donor conditions.
§e8“aliﬁe‘l [Please qualify answer in comment box below]

3 Qualified no | [Please qualify answer in comment box below]

4No

Nothing has been done in this area.
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7a) Streamlining conditionality — In which of the following sectors/instruments, have donors and
government agreed and set out within a single document circumstances under which each donor
would suspend support within a year or adjust the volume of development assistance it might pro-

vide.
Please tick boxes for following sectors:
1] Yes
1] Yes
X 1] Yes 2 [] Qualified
2 [] Qualified i) Di .
e gi‘tf‘sl‘ 20 Qualified yes ;) Health yes iiii) Education
431 g Sualiﬁed 1o pmg P i g Sz““f'“‘ "0 Sector 30‘3 Qualified ooy,
0
oc [ Cannot answer 4[] No
answer [[] Cannot answer
1] Yes
; g é‘:ﬂiﬁe . 1 0] Yes 2 0] Qualified A
e iv) Water 2] Qualified yes V) Trans- yes vi) Rural De\{el—
3] Qualifiedno  Sector 3 [J Qualifiedno  port/Road 3 [ Qualified opment / Agri-
400 No : 4[] No Sector. no culture..
[] Cannot answer 4[] No
[[] Cannct answer ] Cannot answer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Direct Budget Support: [Type here]

ii) Health Sector: [Type here]

iii) Education Sector: [Type here]

iv) Water Sector: [Type here]

v) Transport/Road Sector: [Type here]

vi) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

Indieantor 8§ — Donors support sector approaches in key policy sectors,

A sector approach is a partnership between government and donors in key policy sectors
such as education, health, and water. The aim of this partnership is to improve the effectiveness of de-
velopment policies and broaden government ownership over public sector policy and allocation of re-
sources. It also seeks to increase the coherence between policy, spending and results. To be achieved,
these objectives typically require establishing five building blocks: (i) a clear sector policy; (ii) a me-
dium term expenditure programme; (iii) a formalised process of donor co-ordination; (iv) a perform-
ance monitoring system and; (v) an agreed process for harmonising systems and procedures. In pro-
viding support to sector approaches donors might rely on a variety of funding arrangements including
stand-alone projects. The purpose of the questions below is to ascertain how much progress has been
made in establishing these building blocks in five key policy sectors: health, education, water, transport
and rural development/agriculture. (Part 2 of the questionnaire examines the extent to which donors
support sector systems.)

8a) Clear Sector Policy — Sector policy and strategy are clearly stated with relevant quantitative
and qualitative targets that might enable donors to align their sector programming on the needs and
priorities set out in these.

4 Point Scale Indicative criteria for rating
[ A link is established between sector policy and sector budget priorities.
1 Yes M A clear set of sector policy actions are planned over the medium term.

M A set of quantitative indicators measure progress towards the achievement of
the policy objectives set out in the sector policy.
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8a) Clear Sector Policy — Sector policy and strategy are clearly stated with relevant quantitative
and qualitative targets that might enable donors to align their sector programming on the needs and
priorities set out in these.

2 Qualified yes [Please qualify answer in comment box below]

3 Qualified no [Please qualify answer in comment box below|

4No None of the above criteria apply.

Please tick boxes for following sectors:

1] Yes 1] Yes ;g;esl'f i
- o ualified yes
2 [ Qualified yes i) Health Sec- | 2 [ Qualified yes i) Education | 3 5 Qualified io iii) Water

3 [] Qualified no for. 3 [] Qualified no
4[1No ' 4[] No
[] Cannot answer [] Cannot answer

Sector. 4[] No Sector.

[[] Cannot an-
swer

1] Yes

2 [ Qualified yes

. 3 [ Qualified no vi) Other.
ment / Agri- | 47 No

culture. [] Cannot an-

swer

1] Yes . 1] Yes v) Rural
2] Qualified yes ~ 1v) Trans- 200 Qualifiedyes  Deyelop-
3 [ Qualified no port/Road 3 [ Qualified no
4[] No Sector. 4[] No

[] Cannot answer [[] Cannot answer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]

iii) Water Sector: [Type here]

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

8b) Medium term expenditure programme — A medium term expenditure programme, based on a
comprehensive action plan, clarifies available resources (domestic and external) and describes use of
these resources in pursuit of the sector policy.

164

4 Point Scale Indicative criteria for rating
MThe medium term expenditure programme clarifies volume of available re-
sources (domestic and external).
1 Yes M1t sets out how funds will be used in pursuit of sector policy objectives.
M It is comprehensive in its coverage of sector policy actions.
M It includes all donor flows, including different forms of technical assistance.
2 Qualified yes [Please qualify answer in comment box below]
3 Qualified no [Please qualify answer in comment box below]
4No A medium term expenditure programme is not currently available.
Please tick boxes for following sectors:
107 Yes 1 [ Yes ; g g"srf :
i s ualires €s
200 Qualified yes ) Heqlth Sec- | 2L Qualifiedyes ) Education | 3 5 Qualified Yo i) Water
3 [] Qualified no tor 3 [] Qualified no Sector " Sector
4[] No : 4[] No g [] No 5
[[] Cannot an-

[] Cannot answer

[[] Cannot answer

swer
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8b) Medium term expenditure programme — A medium term expenditure programme, based on a
comprehensive action plan, clarifies available resources (domestic and external) and describes use of
these resources in pursuit of the sector policy.

4 Point Scale Indicative criteria for rating
1] Yes
1] Yes . 1] Yes v) Rural 3
2 [] Qualified yes iv) Trans- 2 [] Qualified yes Develop- § o Qua:f?eg yes )
3 [ Qualified no port/Road 3 [ Qualified no i/ heri O Qualified o vj) Other.
4[] No Sector 4] No mentFAgN- | 4[] No
= culture. [[] Cannot an-
[[] Cannot answer [[] Cannot answer swer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]

iii) Water Sector: [Type here]

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

8c) Formalised process of donor co-ordination — A government-led process of donor co-
ordination is in place at sector level.

4 Point Scale

Indicative criteria for rating

M Government plays a leading role in chairing meetings on co-ordination, har-
monisation & alignment of development assistance.

M Government and donors have agreed on the terms of reference for engaging in
1Yes discussions: frequency of meetings, scope of issues to be discussed, arrangements
for chairing etc.

M Government and donors regularly meet to discuss issues related to co-
ordination & harmonisation of activities and alignment.

2 Qualified yes [Please qualify answer in comment box below]

3 Qualified no [Please qualify answer in comment box below]
4 No o e
None of the above criteria apply.
Please tick boxes for following sectors:
1] Yes 1] Yes ;géesw .
- Ve ualirie €s
2 0 Qualified yes i) Health Sec- | 2 [ Qualified yes i) Education ified 4 iii) Water
3 [ Qualified no 3 [J Qualified no 3 [ Qualified no
400 No tor. 401 No Sector. 4[] No Sector.
[[] Cannot answer [] Cannot answer [] Cannot an-
swer
1] Yes
1] Yes . 1] Yes v) Rural :
20 Qualified yes ~ 1V) Trans- 2 [ Qualified yes 2 0 Qualified yes
Develop- 3 [ Qualified no .
3 [ Qualified no port/Road 3 [ Qualified no el AT vi) Other.
4[] No Sector. 4[] No it 40No
[[] Cannot answer [ Cannot answer 1 1UTe: SWE‘rCZ‘"“m an-

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]
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8c) Formalised process of donor co-ordination — A government-led process of donor co-
ordination is in place at sector level.

4 Point Scale Indicative criteria for rating

iii) Water Sector: [Type here]

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

8d) Performance monitoring system — A comprehensive performance monitoring system meas-
ures progress towards the achievement of policy objectives and targeted results.

4 Point Scale Indicative criteria for rating
M Performance monitoring system providing a detailed definition of the perform-
ance indicators used.
15 M 1t provides a description of the source, method, frequency and schedule of data
es ¥
collection.
M It provides information on the department, team, or individual responsible for
ensuring data are available on schedule.
2 Qualified yes [Please qualify answer in comment box below]
3 Qualified no [Please qualify answer in comment box below)
4No A performance monitoring system is not currently available.
Please tick boxes for following sectors:
1] Yes 107 Yes ; g g"'sl_f :
20 Qualified yes ) Health Sec- | 201 Qualified yes i) Bducation | 3 1 guaiified i) Water
3 [] Qualified no 3 [] Qualified no O Qualified no
tor. Sector. 4[] No Sector.
4[] No 4[] No
[[] Cannot answer [] Cannot answer SWEIrCannot anr
1] Yes
1] Yes . 1 Yes v) Rural .
20 Qualifiedyes i) Trans- 201 Qualifiedyes  poyelop. | > 0 Qualified yes
3 0 Qualified no port/Road 3 O Qualified no P> | 30 Qualifiedno i) Other.
t/ Agri-
40 No Sector. 400 No ment 7 Ag 40No
culture. [] Cannot an-
[C] Cannot answer [T] Cannot answer swer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]

iii) Water Sector: [Type here]

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

8e) Process towards harmonised systems — An agreed process for moving towards harmonised
systems is in place. Harmonised systems might include: funding modalities, financial management,
procurement and sector analytic work.
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8e) Process towards harmonised systems — An agreed process for moving towards harmonised
systems is in place. Harmonised systems might include: funding modalities, financial management,
procurement and sector analytic work.

] Agreement covers key areas of aid delivery might include funding modalities,
financial management, procurement and sector analytic work.

4 Point Scale Indicative criteria for rating
M Government and donors have already agreed on a process for harmonised sys-
tems that improves the effectiveness of aid delivery mechanisms and diminishes
1 Yes transaction costs for government.

2 Qualified yes

[Please qualify answer in comment box below]

3 Qualified no [Please qualify answer in comment box below]
4No There isn’t an agreed process for moving towards harmonised systems.
Please tick boxes for following sectors:
107 Yes 1] Yes 1 O Yes
2 lified 3 2 lified - R 2 [ Qualified yes
O Qualified yes i) Health Sec- [ Qualified yes ii) Education | 3 5 Qualified no iii) Water
3 [] Qualified no tor 3 [] Qualified no Sector. 10N Sector
4[] No : 4[] No - o 2
[7] Cannot answer [] Cannot answer Swl%erannot Ly
1] Yes
1] Yes X 1] Yes v) Rural .
200 Qualified s iV) Trans- 20 Qualifiedyes  Deyelop- | 5 o Aifedyes
3 O Qualified no port/Road 3 0 Qualified no ment / Aari 3 0 Qualifiedno  yj) Other.
4[] No Sector. 4[] No g 40No
culture. [] Cannot an-
[T] Cannot answer [] Cannot answer eE

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]

iii) Water Sector: [Type here]

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

Indientors 10 & 113 [Are covered only in Part 2 andlor Part 3 of the
questionnaire |

Indicator 11 — Domors streamline diagnostic reviews,

The growth in diagnostic products in recent years and lack of co-ordination in their applica-
tion can lead to duplication of donor efforts and high transaction costs on partner countries. This can
make it more difficult to arrive at a shared agenda among government and the donor community on
how to improve public financial management. For this reason, donors should seek to streamline diag-
nostic reviews and reduce the number of separate reviews. The questions below seek to asses the de-
gree of streamlining in this area.
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11a) Diagnostic reviews — Which of the following diagnostic reviews were undertaken over the
last 3 years (2000-2003)?

Tick box List of diagnostic reviews
g CFAA — Country Financial Accountability Assessment.
20 PER — Public Expenditure Review.
30 CPAR — Country Procurement Assessment Review.
40 HIPC Expenditure Tracking Assessment
5O ROSC Fiscal Transparency Review (IMF).
6] Diagnostic Study of Accounting and Auditing (Asian Development Bank).
70 Ex ante assessment of country financial management (European Commission).
801 CONTACT —Country Assessment in Accountability and Transparency (UNDP).
ofd Other (Please specify): [Type here]
1001 Cannot answer

11b) Joint reviews — Which of the following diagnostic reviews involved joint donor teams (i.e.
more than one donor took part in the mission)?

Tick box List of diagnostic reviews
g CFAA — Country Financial Accountability Assessment.
2™ PER — Public Expenditure Review.
30 CPAR — Country Procurement Assessment Review.
4] HIPC Expenditure Tracking Assessment
50 ROSC Fiscal Transparency Review (IMF).
6] Diagnostic Study of Accounting and Auditing (Asian Development Bank).
a Ex ante assessment of country financial management (European Commission).
80 CONTACT —Country Assessment in Accountability and Transparency (UNDP).
ofd Other (Please specify): [Type here]
100] Cannot answer

_ Indieator 12 — Donors disclose information on planned and actonal aid
Hlows.

Providing partner governments with full information on aid flows enables them to integrate
development assistance into macro-economic and budgetary management and to improve planning and
conduct of their development policies. This indicator seeks to ascertain progress in the notification of
aid flows.
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12a) Agreed arrangements for notifying disbursements — In which of the following areas, have
Government and donors agreed on procedures for notifying disbursements related to donors’ devel-
opment activities.

4 Point Scale

Indicative criteria for rating

1Yes

An agreed mechanism exists under which donors notify all disbursements of aid
flows, with specific information as to the key priorities and policies to be supported

by these flows.

2 Qualified

[Please qualify answer in comment box below]

[ Cannot answer

O Camnot answer

yes
3 Qualified no | [Please qualify answer in comment box below]
4No No such mechanism has been agreed.
Please tick boxes for following sectors:
1] Yes
1] Yes
i 1] Yes 2 [] Qualified
2 [] Qualified i) Direct o .. s
yes gu dlr:tc Su 20 Qual¥f¥ed Y& i) Health yes » iii) Education
3 [] Qualified no EELOND 30 Qualifiedno — go 6 3 [1 Qualified Sector.
407 No port 4[] No no
G R [ Cannot answer 4[JNo
O Connet answver [ Cannot answer
1] Yes
1[0 Yes
) o ) 1] Yes 2 [] Qualified ’
[ Qualified iv) Water 2 [ Qualified yes V) Trans- yes vi) Rural Devel-
yes . - .
. ort/Road opment / Agri-
3 [] Qualified no  Sector. Z g Sﬁallﬂed no IS)ector ioD Qualified CLI:lture g
4[] Ni ) v
L No [ Cannot answer 4[] No

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Direct Budget Support: [Type here]

ii) Health Sector: [Type here]

iii) Education Sector: [Type here]

iv) Water Sector: [Type here]

v) Transport/Road Sector: [Type here]

vi) Rural Development / Agriculture: [Type here]

UIndieator 133 [Is covered only in Part 2 andlor Part 3 of the gquestionnaire]
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ANNEX C

Donor Perspectives on Progress in
Harmonisation ¢ Alignment

Part 2 of the Questionnaire OECD-DAC Survey ()éﬁ?

To be completed by each donor

Please complete the form electronically. For more information on the background and pur-
pose of this questionnaire please refer to the explanatory note.

The aim of Part 2 is to measure progress made by individual donors in improv-
ing aid practices that deliver more effective and harmonised support to partner countries.
Once completed, the questionnaire will be communicated by the lead facilitator to the
OECD Secretariat by 30 June 2004 at the latest.

Please indicate:

u Country: [Type here]
u Name of donor: [Type here]
L Date: [Type here]

Contact details of person filling-in questionnaire:

u Name: [Type here]
] Telephone: [Type here]
u Email: [Type here]

SECTION A: OWNERSHIP

Indicator 1 — Partner comntries set their agends for greater harmomnisa-
tion and alignment.

Little progress is to be expected in the area of harmonisation and alignment if the partner
government does not clearly state its agenda in this area — this is referred to as a country-based action
plan in the Rome Declaration on harmonisation. This agenda sets out the government’s expectations
and priorities with regard to how donors provide development assistance and might include topics such
as modalities for disbursing and notifying development assistance and definition of the principles for
interacting with the donor community etc. In some countries the agenda might have already been es-
tablished for some time (e.g. Uganda’s PEAP and Partnership Principles), in others, work is still un-
derway. Where such agendas have been established, the questions below seek to measure the extent to
which donors are currently implementing it (Part 1 of the questionnaire examines whether the partner
government has established such an agenda).

1a) Support for harmonisation agenda — Where government has established a plan on harmoni-
sation & alignment (See Part I question la) your agency is currently implementing it.

4 Point Scale Indicative criteria for rating

Your agency (i) fully endorses the government’s agenda and (ii) is currently im-

1[] Yes 3 4
plementing it.

2 [] Qualified

yes Please qualify your response in less than 150 words: [Type here]

3 [] Qualified

s Please qualify your response in less than 150 words: [Type here]
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1a) Support for harmonisation agenda — Where government has established a plan on harmoni-
sation & alignment (See Part I question 1a) your agency is currently implementing it.

401 No Your agency has serious reservations with regard to it, or might only be imple-
menting minor aspects.

Swer E.g. government has not set its agenda (See Part 1 indicator 1a).

_ Indicator 2 — Partner countries lead national co-ordination processes.

For harmonisation and alignment to be effective it should be coordinated directly by the
partner government. The institutional set-up for coordinating aid will typically vary from one country
to another. In some cases, the Ministry of Economy will perform co-ordination of aid at country level.
In others, it will be the office of the Prime Minister. Regardless of the institutional set-up, the existence
of an appropriate framework for dialogue and co-ordination is an important feature of country owner-
ship over in-country development activities. This indicator seeks to measure the extent to which donors
take an active part in donor co-ordination processes (Part 1 examines whether the partner government
has established government-led co-ordination process).

2a) Participation in donor co-ordination — Where a formalised process of donor co-ordination
has been established your agency actively takes part or is represented at donor coordination meet-

ings.

4 Point Scale Indicative criteria for rating

10 Yes Your agency regularly attends or is represented at these meetings.
2 [] Qualified . : . ,

ves Please qualify your response in less than 150 words: [Type here]

io‘:\ Oualified Please qualify your response in less than 150 words: [Type here]

4[] No Your agency is never or seldom represented at these meetings.

ot E.g. there is no formal donor co-ordination process (see Part 1, question 2a)

Indicator 33 [Is covered only in Part 1 andlor Part 3 of the questionnaire]

SECTION B: ALIGNMENT

_ Indieator 4 — Donors' country assistance strategies are aligned with
poverty reduction strategies or equivalent national development plan.

One of the fundamental principles of the harmonisation and alignment agenda is that donors
should support country-owned, country-led poverty reduction strategies (PRS) — or equivalent na-
tional development plan— and base their programming on the needs and priorities identified in these.
This indicator seeks to measure how this principle has been put into practice by donors and how this

translates into action on the ground (Part 1 seeks to ascertain whether the systems have been estab-
lished.)

4a) Reliance on PRS —Where a PRS, or equivalent national development plan, has been estab-
lished (see Part I question 4a), your agency relies on it to programme development assistance.
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4a) Reliance on PRS —Where a PRS, or equivalent national development plan, has been estab-
lished (see Part I question 4a), your agency relies on it to programme development assistance.

4 Point Scale

Indicative criteria for rating

1] Yes

Your agency fully endorses the framework and is currently implementing it.

2 [] Qualified
yes

Please qualify your response in less than 150 words: [Type here]

3 [ Qualified
no

Please qualify your response in less than 150 words: [Type here]

4[] No

Your agency has serious reservations with regard to it, or might only be imple-
menting minor aspects.

swer

E.g. a PRS has not been established (See Part I question 4a).

4b) Annual Progress Review (APR) — Where an annual progress review (APR) of a poverty re-
duction strategy (or equivalent national development plan) has been established (see Part I question
4c) it influenced your agency’s decisions to allocate resources between, or within, key policy sectors
(education, health, water etc.).

4 Point Scale

Indicative criteria for rating

1] Yes

APR influenced to a large extent your agency’s allocation of resources.

2 [[] Qualified
yes

Please qualify your response in less than 150 words: [Type here]

3 [] Qualified
no

Please qualify your response in less than 150 words: [Type here]

41 No

APR did not influence your agency’s allocation of resources.

swer

E.g. An APR was not organised (see Part 1 question 4c).

_ Indieator 5

— Budget support is programmed and disbursed in accors

dance with partner conntries’ priorities and budget procedures,

One important aspect of alignment is donors’ ability to deliver budget support in accordance
with partner countries’ budget procedures and over a time-frame that is consistent with partner coun-
tries financial planning horizon.

Sa) Multi-annual funding commitments — When providing budget support, your agency makes
multi-annual funding commitments (subject to performance) to enable the partner government to
plan its medium term macro-economic and fiscal projections.

4 Point Scale

Indicative criteria for rating

11 Yes

My agency currently makes multi-annual funding commitments.

2 [] Qualified
yes

Please qualify your response in less than 150 words: [Type here]

3 [] Qualified
no

Please qualify your response in less than 150 words: [Type here]

4[] No

My agency does not make multi-annual funding commitments.

swer

E.g. my agency does not provide budget support.
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5b) Timely commitments of budget support— Did the commitments made in 2003 take place at a
time that allowed the partner government to take them into account in their budget preparation?

4 Point Scale Indicative criteria for rating

My agency currently notifies government on its annual commitments on budget
1[] Yes support in time for it to feed into budget preparation and before the start of the next
budget cycle.

2 [] Qualified

ves Please qualify your response in less than 150 words: [Type here]

3 [] Qualified g g o FTFssors v
e Please qualify your response in less than 150 words: [Type here]

4[] No My agency does not currently notify government etc.

swer E.g. my agency does not provide budget support.

5c¢) Timely disbursements of budget support— Did your disbursements in 2003 take place ac-
cording to your schedule of commitments?

4 Point Scale Indicative criteria for rating

1] Yes My agency provided its disbursements of budget support according to the schedule
it communicated to Government.

2 [] Qualified . . . . N

Ges Please qualify your response in less than 150 words: [Type here]

iOD Quaiiiisd Please qualify your response in less than 150 words: [Type here]

My agency did not provide its disbursements of budget support according to the

4[] No ¢ ;
schedule it communicated to Government.

E.g. my agency does not provide budget support.

swer

Indicator & — Project support is increasingly delivered through pariner
countries’ systems and procedures,

One of the cornerstones of the harmonisation and alignment agenda is that development as-
sistance should be provided in ways that build partner countries’ sustainable capacity to develop, im-
plement and account for these policies to their people and legislature. Reliance on partner countries’
systems and procedures, where these provide reasonable assurance that external resources are used for
agreed purposes, is likely to enhance achievement of sustainable improvement in government perform-
ance. Reliance on partner country systems is most relevant when donors provide project or sector sup-
port (see indicator 8 below for sector support) — funds released directly into partner countries’ budgets
are nearly always managed in accordance with the recipient’s procedures and systems. The question
below seeks to establish the proportion of donors’ project support that relies on national procedures.

6a) Use of country systems — What is the approximate number of projects (in percentage of total
portfolio) that rely on countries national systems and procedures (e.g. not using ‘ring-fencing’, pro-
Jject implementation units, donor procedures etc.)?

Please tick boxes for following categories:
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6a) Use of country systems — What is the approximate number of projects (in percentage of total
portfolio) that rely on countries national systems and procedures (e.g. not using ‘ring-fencing’, pro-
ject implementation units, donor procedures etc.)?

1010% 1[0% 10]0%
2 [ 1%-20% 2 [ 1%-20% 2 [ 1%-20%

3 [ 21%-40% 3 [ 21%-40%
3 [ 21%-40% .

Do 4[] 41%-60% i) Disburse- | 4[] 41%-60% iii) Reporting

4] 41%-60% . ii) Disburse ; 8
5 0 61%-80% i) Procurement | 5 619%-80% ment. 501 61%-80% (flnanélal & non-
6 [] 81%-99% 6 [ 81%-99% 61 81%-99% financial)
71 100% 70 100% 71 100%
[] Cannot answer [ Cannot an- ) C_annot an-

swer swer
1010% 1010% 1010%

21 1%-20% 2 [ 1%-20% . )
2 [ 1%-20%
3 g 21;7740;7 31 21%-40% 301 21%-40% vi) Environmental

iv) Monitori 4[] 41%-60% 47 41%-60% Impact Assess-

4] 41%-60% iv) Monitoring 2, A stient (EIA)
51 61%-80% & Evaluation. | 3 [ 61%-80% - 50161%-80%
61 81%-99% 6 [] 81%-99% 6[181%-99% [Where these are
7 [ 100% 70 100% 7 [ 100% required)

[[] Cannot an- [[] Cannot an-
[ Cannot answer Sver e

Comments : Should you whish to provide additional comments please complete boxes below:

i) Procurement: [Type here]

ii) Disbursement: [Type here]

iii) Reporting (financial & non-financial): [Type here]

iv) Monitoring & Evaluation: [Type here]

v) Audit: [Type here]

vi) Environmental Impact Assessment (EIA): [Type here]

Indicator 7: [Is covered only in Part 1 of the guestionnaire]

SECTION C: HARMONISATION

_ Indieator 8 — Donors support sector approaches in key policy areas,

A sector approach is a partnership between government and donors in key policy sectors such
as education, health, water etc. The aim of this partnership is to improve the effectiveness of develop-
ment policies and broaden Government ownership over public sector policy and allocation of re-
sources. It also seeks to increase the coherence between policy, spending and results. To be achieved,
these objectives typically require establishing five building blocks: (i) a clear sector policy (ii) a me-
dium term expenditure programme (iii) a formalised process of donor co-ordination (iv) a performance
monitoring system and (v) an agreed process for harmonising systems and procedures. In providing
support to sector approaches donors might rely on a variety of funding arrangements including stand-
alone projects. The purpose of the questions below is to examine the extent to which donors are cur-
rently supporting systems that are already in place (Part 1 seeks to ascertain whether the systems have
been established).

8a) Areas of support at sector level — In which of the following sectors is your agency currently
active?

4 Point Scale

Indicative criteria for rating
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8a) Areas of support at sector level — In which of the following sectors is your agency currently

active?

1 Yes

Your agency currently provides development assistance (funds, technical assis-

tance, in-kind aid, etc) to one of the sectors below.

2 Qualified yes

[Please qualify answer in comment box below]

3 Qualified no

[Please qualify answer in comment box below]

4 No

Your agency is not active in this area.

Cannot answer

E.g. not active in the sector.

Please tick boxes for following categories:

1] Yes 1] Yes 1O Yes
2 [ Qualified . 5 lified . X 2 [] Qualified yes
ualilieg yes i) Health [ Qualified yes ii) Education | 3 Qualified no iii) Water
3 [] Qualified no Sector- 3 [] Qualified no Sector. 10N Sector.
4[] No ’ 4[] No ’ 0 :
g g ["] Cannot an-
[7] Cannot answer [7] Cannot answer et
1] Yes
1] Yes . 1] Yes v) Rural ;
2[00 Qualified yes  1V) Trans- 200 Qualifiedyes  Deyelop. | 2 Qualified yes
s t/Road i P 3 [[] Qualified no vi) Other.
3 [] Qualified no port/koa 3 [] Qualified no . er.
ment/ Agri- | 4[] No
4[] No Sector. 4[] No culture c
[7] Cannot answer ["] Cannot answer B sw‘:e|r annotans

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]

iii) Water Sector: [Type here]

176

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

8b) Reliance on sector policy — Where clear sector policies and strategies have been established
(see Part 1), your agency relies on these to programme development assistance at sector level.

4 Point Scale

Indicative criteria for rating

1 Yes

Your agency fully endorses the sector policy and is currently implementing rele-
vant parts of it.

2 Qualified yes

[Please qualify answer in comment box below]

3 Qualified no

[Please qualify answer in comment box below]

4No

Your agency has serious reservations with regard to it, or might only be imple-
menting minor aspects.
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8b) Reliance on sector policy — Where clear sector policies and strategies have been established
(see Part 1), your agency relies on these to programme development assistance at sector level.

Cannot answer E.g. not active in the sector.

Please tick boxes for following categories:

1] Yes 1] Yes 1] Yes
2 [] Qualified yes i) Health 2 [] Qualified yes ii) Education 2 [] Qualified yes iii) Water
3 [] Qualified no Sector. 3 [] Qualified no Sector. 3 [] Qualified no Sector.
4[] No 4[] No 4[] No

[ Cannot answer [ Cannot answer [ Cannot answer
1] Yes . 1] Yes v) Rural 1] Yes
2 [[] Qualified yes iv) Trans- 2 [] Qualified yes Develop- 2 [] Qualified yes )
3 [] Qualified no port/Road 3 [] Qualified no ment / Agri- 3 [] Qualified no vi) Other.
4[] No Sector. 4[] No ltur 4[] No

[ Cannot answer [ Cannot answer culture. [ Cannot answer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]

iii) Water Sector: [Type here]

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

8c) Medium term expenditure programme — where medium term expenditure programmes have
been established (see Part 1 question 9b) what percentage of your agency’s sector activities is cur-
rently integrated in the medium term expenditure programme.

Please tick boxes for following categories:

;D?ZDZW 1010% 1070%
Dz‘; g 2071 1%-20% 207 1%-20%
ig 41;‘33’ 3 [ 219%-40% 3 [ 219%-40%
0~ 0
sO61%-80% i) Health, 4[141%-60% ii) Education, | 4 41%-60% iii) Water.
DN 501 61%-80% 5[] 61%-80%
[181%:99% 6] 81%-99% 6] 81%-99%
70 100% 7 0] 100% 701 100%
EvgaﬂHOl an- [[] Cannot answer [[] Cannot answer
; 0 0% , 1010% 1070%
: S ;‘1%; ZZ;‘ 2071 1%-20% 207 1%-20%
0~ 0
B n 3 0] 21%-40% V) Rural De. | 3 0121%-40%
iv) Trans- 47 419%-60% i / 41 41%-60% SO
5161%-80% velopment vi) Other.
.7,« port/Road. 51 61%-80% Asrciltife 51 61%-80%
6 [1 81%-99% 61 81%-99% g . 61 81%-99%
70 100% 707 100% 7071 100%
SI:JVECrannot B [[] Cannot answer [[] Cannot answer

8d) Formalised process of donor co-ordination — Where a formalised process of donor co-
ordination has been established at sector level (see Part 1 of the questionnaire); your agency regu-
larly participates in donor co-ordination meetings.

4 Point Scale Indicative criteria for rating

1Yes Your agency regularly attends (or is represented at) these meetings.
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8d) Formalised process of donor co-ordination — Where a formalised process of donor co-
ordination has been established at sector level (see Part 1 of the questionnaire); your agency regu-
larly participates in donor co-ordination meetings.

2 Qualified yes

[Please qualify answer in comment box below]

3 Qualified no

[Please qualify answer in comment box below]

4 No

Your agency seldom attends (or is represented at) these meetings.

Cannot answer

E.g. not active in the sector.

Please tick boxes for following categories:

1] Yes 1] Yes 1] Yes
2 [[] Qualified yes i) Health 2 [[] Qualified yes ii) Education 2 [[] Qualified yes iii) Water
3 [] Qualified no Sector. 3 [] Qualified no Sector. 3 [[] Qualified no Sector.
4[] No 4[] No 4[] No

[ Cannot answer [ Cannot answer [ Cannot answer
1 Yes . 1[0 Yes v) Rural 1] Yes
2] Qualified yes  1V) Trans- 20 Qualified yes  Deyelop- 2 [] Qualified yes
3 [] Qualified no port/Road 3 [] Qualified no ment / Aeri. | 3 ] Qualified no vi) Other.
4[] No Sector. 4[] No culture & 4[] No

[ Cannot answer [ Cannot answer B [ Cannot answer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]

iii) Water Sector: [Type here]

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

8e) Performance monitoring system — Where a performance monitoring system has been estab-
lished (see Part 1) your agency relies on the performance monitoring system for its reporting needs.

4 Point Scale Indicative criteria for rating
Your agency relies on the performance monitoring system for its main reporting
1Yes needs and does not create additional requirements on the partner country for its

reporting needs.

2 Qualified yes [Please qualify answer in comment box below]

3 Qualified no [Please qualify answer in comment box below)

4 No Your agency relies on other reporting mechanisms for its reporting needs.

Cannot answer E.g. not active in the sector.

Please tick boxes for following categories:

1] Yes 1] Yes 1] Yes
20 Qualified yes i) Health 20 Qualif?ed yes ii) Education 20 Qualiﬁed yes iii) Water
3 [1 Qualified no Sector. 3 [1 Qualified no Sector. 3 [] Qualified no Sector.
4] No 4[] No 4[] No

[ Cannot answer [ Cannot answer [ Cannot answer
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8e) Performance monitoring system — Where a performance monitoring system has been estab-
lished (see Part 1) your agency relies on the performance monitoring system for its reporting needs.

1] Yes
2 [] Qualified yes
3 [] Qualified no
4[] No

[ Cannot answer

iv) Trans-
port/Road
Sector.

1] Yes
2 [[] Qualified yes
3 [] Qualified no
4[] No

[ Cannot answer

v) Rural
Develop-
ment / Agri-
culture.

1] Yes
2 [[] Qualified yes
3 [] Qualified no vi) Other.
4[] No
[J Cannot answer

Comments -- If you have ticked box 2 or 3 please qualify your response in less than 150 words:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]

iii) Water Sector: [Type here]

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture: [Type here]

vi) Other: [Type here]

_ Indicator 9 — Agreements on delegated co-operation,

Delegated cooperation occurs when one donor — a lead donor — acts with authority on be-
half of one or more other donors — the delegating donor. The Rome High-Level Forum on harmonisa-
tion encouraged donors to intensify their efforts to work through delegated co-operation at country
level as a means of reducing transaction costs and enhance aid effectiveness through greater use of the
comparative advantages of individual donors. The level and form of delegation might vary considera-
bly, ranging from responsibility for one element of the project cycle to a complete sector programme or
even a country programme. This indicator seeks to identify the number of agreements on delegated
cooperation in a specific country. A number of donors have already agreed on arrangements for dele-
gating cooperation including the following illustrative examples:

] Canada agreed to delegate responsibility to the UK in to act on its behalf in assisting the
Government of Madya Pradesh (India) with the formulation of medium-term state health
sector strategy.

] ‘Agency A’ and ‘Agency B’ both support sector programmes in Health and Education in an
African country. ‘Agency A’ has delegated its donor role to ‘Agency B’ in Health, while
‘Agency A’ manages on behalf of ‘Agency B’ interests in the Education Sector. Level of
delegation includes: channelling of financial contributions, reporting etc.

9a) Agreements on delegated cooperation — Your agency has an agreement to perform specific
tasks on behalf of one or more agencies and is currently being implemented (see examples above).

4 Point Scale

Indicative criteria for rating

1[] Yes

My agency has a formal agreement on delegated cooperation with another devel-

opment agency.

2 [] Qualified
yes

Please qualify your response in less than 150 words: [Type here]

3 [] Qualified
no

Please qualify your response in less than 150 words: [Type here]

4[] No

My agency does not have an agreement on delegated cooperation.

swer
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180

Indicator 10 — Number of donor missions.

The Rome Declaration on Harmonisation invited donors to reduce the number of missions
undertaken by donors in partner countries. In the context of this survey, donor missions have been de-
fined as follows:

] Missions are undertaken by officials from the head office to the recipient country.

[ ] Missions involve a request from donors to meet with officials from the recipient country of
destination (i.e. this excludes workshops, conferences and informal meetings).

10a) Number of missions — How many missions has your organisation undertaken in 2003? (see
definition above).

Answers Indicative criteria for rating

[Type here] Please indicate exact number of missions.

1 [] None
2] 1-3 missions
31410
4071120 . ) o
5012150 ...or provide approximate value by ticking one of the boxes below.
6 []50 or more
7[14-10

[[] Cannot answer

[Type here] How many of these were undertaken jointly with another donor organisation?

Indicator 113 [Is covered only in Part 1 of the questionnaire]

Indicator 12 — Donors disclose information on planned and actual aid
flows.

Providing partner governments with full information on aid flows enables them to integrate
development assistance into macro-economic and budgetary management and to improve planning and
conduct of their development policies. This indicator seeks to ascertain progress in the notification of
aid flows.

12a) Multi-annual framework — Your agency notifies government on the indicative envelopes it
expects to release over a three year period (or longer) — this might include clarifying the circum-
stances under which it might provide it.

4 Point Scale Indicative criteria for rating

M Programme clarifies your agency’s activities over a three year period.

M Programme provides information on the indicative envelopes it expects to re-
lease within the multi-annual framework in order to match government’s medium
1] Yes term budget framework. This might include clarifying the circumstances under
which it might provide it.

M Programme is comprehensive; it covers all forms of development assistance:
budget support, sector support, project support & technical assistance.

2 [] Qualified

yes Please qualify your response in less than 150 words: [Type here]

3 [] Qualified . . s [T e
oo Please qualify your response in less than 150 words: [Type here]

477 No My agency does not have a multi-annual framework for notifying government on
aid flows.
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12a) Multi-annual framework — Your agency notifies government on the indicative envelopes it
expects to release over a three year period (or longer) — this might include clarifying the circum-
stances under which it might provide it.

answer

12b) Notification of actual disbursements — Your agency provides comprehensive and regular
information on in-country disbursements.

4 Point Scale Indicative criteria for rating

M Notification is comprehensive; it covers all of the development activities funded
by your agency including budget support, sector support, project support & techni-
cal assistance.

M Notification is regular and timely; it is made available to government every

1] Yes
quarter or in accordance with government’s notification procedures when these
have been established.
M Information is disclosed in a format (i.e. system of classification) that is fully
consistent with government’s procedures with regard to notification of aid flows.
;E] Qualified Please qualify your response in less than 150 words: [Type here]

3 [] Qualified 5 : . )
o Please qualify your response in less than 150 words: [Type here]

400No None of the above criteria apply.

swer

_ Indieator 13 — Donors share analytic work at country level,

Country analytic work encompasses the analysis and advice necessary to strengthen policy
dialogue, develop and implement country strategies in support of sound development assistance. It
typically includes country/sector studies and strategies, country/sector evaluations, discussion papers
etc. Good analytic work is essential for well-focused development policy and programmes. Donors
have a role ensuring that analytic work they commission is disseminated and more readily available
(subject to disclosure policies). One way of ensuring dissemination of documents is by releasing ana-
lytic work on public websites such as the Country Analytic Website (www.countryanalyticwork.net).

13a) Sharing work — Your country office / embassy regularly makes available on internet
(www.countryanalyticwork.net) analytic work that it commissions or produces at country level.

4 Point Scale Indicative criteria for rating

107 Yes It regularly uploads documents on Country Analytic Website or other web-based
repositories of analytic work.

2 [] Qualified

ves Please qualify your response in less than 150 words: [Type here]

iOD Qualificd Please qualify your response in less than 150 words: [Type here]

40No Your agency does not regularly disseminate key analytic documents.

swer
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Part 3 of the Questionnaire OECD-DAC Survey (F
Government Perspectives on Progress in
Harmonisation 2 Alignment q

To be completed by government representatives only
Please complete the form electronically. For more information on the background and pur-
pose of this questionnaire please refer to the explanatory note.

The aim of Part 3 of the questionnaire is to capture the view of government offi-
cials on whether donors are harmonising and aligning their practices in ways that support
partner countries efforts to improve development effectiveness. Once completed, the
questionnaire will be communicated by the lead facilitator to the OECD Secretariat by 30
June 2004 at the latest.

Please indicate:
L Country: [Type here]
] Date: [Type here]

Contact details of person filling-in questionnaire:

] Name: [Type here]
B Telephone: [Type here]
] Email: [Type here]

SECTION A: OWNERSHIP

_ Indicator 1 — Partner countries set their agenda for greater harmonisa-
tion and alignment,

Little progress is to be expected in the area of harmonisation and alignment if the partner
government does not clearly state its agenda in this area — this is referred to as a country-based action
plan in the Rome Declaration on harmonisation. This agenda sets out the government’s expectations
and priorities with regard to how donors provide development assistance and might include topics such
as modalities for disbursing and notitying development assistance and definition of the principles for
interacting with the donor community etc. In some countries the agenda might have already been es-
tablished for some time (e.g. Uganda’s PEAP and Partnership Principles), while in others, work is still
underway. This indicator seeks to measure progress accomplished so far in this area.

1a) Donor support — Donors are supportive of government’s agenda on harmonisation, co-
ordination & alignment.

4 Point Scale Indicative criteria for rating

107 Yes Donors fully support Government’s agenda and are currently taking steps to im-
plement it.

%S:‘ Qualified Please qualify your response: [Type here]

zOD Qualitcd Please qualify your response: [Type here]

4[] No

Donors do not generally support Government’s agenda for greater harmonisation.
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1a) Donor support — Donors are supportive of government’s agenda on harmonisation, co-
ordination & alignment.

[] Cannot an-
swer

_ Indieator 2 — Partner conntries lead loeal co-ordination processes,

For harmonisation to be effective it should be co-ordinated directly by the partner govern-
ment. The institutional set-up for coordinating aid will typically vary from one country to another. In
some cases, general aid co-ordination will be a function exercised within the Ministry of Economy. In
others, it will be co-ordinated, for example, by the office of the Prime Minister or within line ministries
for sector support. Regardless of the institutional set-up, the existence of an appropriate framework for
dialogue and co-ordination is a prerequisite for progress on the harmonisation and alignment agenda. It
is equally important that the government exercises ownership and leadership over the co-ordination
processes; this includes organising and chairing meetings, setting the agendas, etc. This indicator seeks
to measure the extent to which the government effectively exercises leadership over the aid co-
ordination processes at different levels.

2a) Ownership — Government exercises an appropriate level of authority in coordinating develop-
ment assistance.

4 Point Scale Indicative criteria for rating

1] Yes Government exercises full authority in coordinating development assistance.

§EIS:| Qualified Please qualify your response: [Type here]

zOD Qualiied Please qualify your response: [Type here]

40 No Government does not exercise full authority in coordinating development assis-
tance.

[] Cannot an-

Swer

2b) Enabling practices — Donors’ procedures and practices support, rather than undermine, part-
ner countries efforts to achieve its own development goals.

4 Point Scale Indicative criteria for rating
107 Yes Donors’ procedures fully support partner country’s efforts.
2 [] Qualified

Yes Please qualify your response: [Type here]

iOD Qi Please qualify your response: [Type here |

4[] No Donors’ procedures do not fully support partner country’s efforts.

[] Cannot an-
swer
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_ Indicator 3s [Is covered only in Part 2 andlor Part 3 of the questionnaire]

SECTION B: ALIGNMENT

_ Indicator 4 — Donors' conntry assistance strategies are aligned with PRSs
or equivalent national development plan.

One of the fundamental principles of the harmonisation and alignment agenda is that donors
should support country-owned, country-led poverty reduction strategies (PRS) — or equivalent na-
tional development plan — and base their programming on the needs and priorities identified in these.
The questions below seek to measure how this principle has been given some reality and translates into
operations.

4a) Alignment — Donors programme development assistance in accordance with the Government’s
poverty reduction strategy — or equivalent national framework.

4 Point Scale Indicative criteria for rating

1] Yes Donors fully programme aid in accordance with the government’s PRS (or equiva-
lent development plan).

53‘5:\ Qualified Please qualify your response: [Type here]

gOD Qualified Please qualify your response: [Type here]

400 No Donors do not programme aid in accordance with the government’s PRS (or
equivalent development plan).

[] Cannot an-

swer

_  lndicator S — Budget support is programmed and disbursed in accor-
danee with partner countries’ budget cycle,

One important aspect of alignment is donors’ ability to programme their aid over a time-
frame that is consistent with the financial planning horizon of the partner government. This indicator
seeks to measure the extent to which development assistance is aligned with the budget cycle.

Sa) Budget cycle — Donors currently programme and disburse budget support in accordance with
your country’s budget cycle.

4 Point Scale Indicative criteria for rating

1[] Yes Donors fully programme and disburse budget support in accordance with your
country’s budget cycle.

2 [] Qualified

Yes Please qualify your response: [Type here]

;:’OD Qufiitd Please qualify your response: [Type here]

401 No Donors do not fully programme and disburse budget support in accordance with
your country’s budget cycle.

[] Cannot an-
swer
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Final Version (30 April 2004) QUESTIONNAIRE PART 3
_ Ine or § — Project suppori is increzasingly deslivered through

pariner couniries sysizms and procedures.

One of the cornerstones of the harmonisation and alignment agenda is that devel-
opment assistance should be provided in ways that build partner countries’ sustainable ca-
pacity to develop, implement and account for these policies to their people and legislature.
Reliance on partner countries’ systems and procedures, where these provide reasonable as-
surance that external resources are used for agreed purposes, is likely to enhance achieve-
ment of sustainable improvement in government performance. Reliance on partner country
systems is most relevant when donors provide project or sector support (see indicator 8 be-
low for sector support) — funds released directly into partner countries’ budgets are nearly
always managed in accordance with the recipient’s procedures and systems.

6a) Use of country systems — What is the approximate number of projects (in percentage) that rely on your
countries national systems and procedures in the following areas?
Please tick boxes for following categories:
110% 11 0% 1] 0%
2 ] 1%-20% 2] 1%-20% 2] 1%-20%
3] 21%-40% 3] 21%-40% 3] 21%-40%
4 L] 41%-60% i) Procurement. 4 L] 419%-60% ii) Disbursement. 411 41%-60% iii) Reporting.
51 61%-80% 51 61%-80% 5[ 61%-80%
6] 81%-99% 6] 81%-99% 6] 81%-99%
7[1100% 7 [C1100% 7 [1100%
[C] Cannot answer [C] Cannot answer ["] Cannot answer
110% 11 0% 11 0%
2] 1%-20% 2] 1%-20% 2] 1%-20%
3] 21%-40% ) » 3] 21%-40% 3] 21%-40%
4[] 41%-60% iv) Monitoring & | 4[] 41%-60% v) Audit 4[] 41%-60% Vi) Other.
51 61%-80% Evaluation. 5[] 61%-80% 5[] 61%-80%
6] 81%-99% 6 ]81%-99% 6] 81%-99%
7 [1100% 7[1100% 7[1100%
["] Cannot answer ["] Cannot answer ["] Cannot answer
_ lndi 7: [Is covered only in Part 2 and/or Part 3 of the question-
nairs]
. Indicator 8 — Donors support sector approaches in key policy

A sector approach is a partnership between government and donors in key policy
sectors such as education, health, water etc. The aim of this partnership is to improve the ef-
fectiveness of development policies and broaden Government ownership over public sector
policy and allocation of resources. It also seeks to increase the coherence between policy,
spending and results. To be achieved, these objectives typically require establishing five
building blocks: (i) a clear sector policy (ii) a medium term expenditure programme (iii) a for-
malised process of donor co-ordination (iv) a performance monitoring system and (v) an
agreed process for harmonising systems and procedures. In providing support to sector ap-
proaches donors might rely on a variety of funding arrangements including stand-alone pro-
jects.

8a) Sector Approaches — Government exercises an appropriate level of authority in implementing sector
policies in the following areas:

4 Point Scale Indicative criteria for rating

1 Yes Government exercises full authority in coordinating development assistance.
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8a) Sector Approaches — Government exercises an appropriate level of authority in implementing
sector policies in the following areas:

4No

Government does not exercise full authority in coordinating development assis-

tance.

Cannot answer

100 Yes 1] Yes 1] Yes
o 2 [] Qualified 2 [] Qualified
2 [ Qualified yes ii) Education yes iii) Water
es i) Health Sector. | 3 [ Qualified 3 [] Qualified
3 [] Qualified no [ St Sector. o e Sector.
40N 4[] No 4[] No
[ Cannotanswer [ Cannotanswer [J Cannotanswer
1 0] Yes 1] Yes 1] Yes
. . 2 lified 2 lified
2 [ Qualified iv) Trans- yeE] ualiie v) Rural Devel- yelsj Qyalifi
€S ¥ £
g 0] Qualified no port/Road Sec- 3 [] Qualified opment / Agri- 3 [ Qualified vi) Other.
40 No tor. no culture. no
S 4[] No 4[] No
[ Cannotanswer ] Cannotanswer [ Cannotanswer

Comments -- If you have ticked box 2 or 3 please qualify your response:

i) Health Sector: [Type here]

ii) Education Sector: [Type here]

iii) Water Sector: [Type here]

iv) Transport/Road Sector: [Type here]

v) Rural Development / Agriculture Sector: [Type here]

vi) Other. [Type here]

Indicators 9=13: [Are covered only in Part 2 andlor Part 3 of the question-
naire]
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