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Background and overview
Scheduled to take place in conjunction with the Review session on Chapter IV of the Monterrey Consensus, "Increasing international financial and technical cooperation for development", NGLS and UNIFEM organized an event on Tuesday, 15 April at UN headquarters in New York entitled ‘The Role of Aid in Financing Development.’
Chapter IV of the Monterrey Consensus, agreed in 2002 at the International Conference on Financing for Development, recognizes the essential role that official development assistance (ODA) plays in financing for development (FfD) and encourages donor governments that have not already done so to ‘make concrete efforts towards the target of 0.7 per cent of gross national product (GNP)’.  Furthermore, it encourages recipient and donor countries, as well as international institutions to make ODA more effective.

Today, the international aid architecture is changing: there are new sources of financing, new aid modalities and a new mix of donors, leading to new dynamics and new capital flows between donor and recipient countries. The backdrop for these changes is a global economic slow down; a steep increase in food, commodity and energy prices; increased market volatility and a financial turmoil created by a subprime lending (and other debt) crisis. 

The latest aid numbers from the OECD also give cause for concern. The recent rise in ODA appears to have stalled: after rising in 2002-2005, total net ODA from DAC donors fell by 5% in real terms in 2006, and preliminary indications are that it declined by a further 8.4% in real terms in 2007 (to 103 billion in 2007). 

The WB/IMF Global Monitoring Report 2008 points out that sustained increases in aid will be needed to reach the target of a US$50 billion increase in real terms by 2010 that was set at the 2005 G8 Summit in Gleneagles. As debt relief operations wind down, core development aid will need to rise quite sharply to reach the Gleneagles target for total ODA, and in order to meet the MDGs by 2015.
Both the Paris Declaration on Aid Effectiveness and the Monterrey Consensus are being reviewed this year.  The Paris Declaration will be discussed at the 3rd High-level Forum on Aid Effectiveness from 2-4 September in Accra, Ghana.  The Monterrey Consensus will be reviewed at the International Follow-up Conference on Financing for Development in Doha, Qatar from 29 November - 2 December.
In this context, each of the panelists addressed important issues relating to the role of aid in financing development, achieving gender equality and women’s empowerment and eradicating poverty.  While there were differing perspectives on the process leading to the review of the Paris Declaration on Aid Effectiveness and the methods for determining how aid is used, all participants agreed that ODA has an essential role in financing development.  All participants also agreed that the outcome of the Paris Declaration review would have an impact on the review of the Monterrey Consensus later this year in Doha, Qatar. 

Panel presentations

Dr. Eckhard Deutscher, Chair, OECD-DAC

After first recognizing the important contribution that NGOs have in the crafting and implementation of development policies as well as in the review of the Paris Declaration, Dr. Deutscher focused his intervention on three issues: current ODA flows; the new Aid architecture and preparations for the Accra Forum.

On ODA, he noted that the latest figures are disappointing and a matter of serious concern.  However, the United Kingdom, Canada and Germany recently announced increases in their levels of ODA.  Dr. Deutscher pointed out that increased aid effectiveness might trigger increased ODA commitments by donor governments.

According to Dr. Deutscher, the Paris Declaration represents the first time donor and recipient countries jointly agreed on important principles relating to aid effectiveness, including the principle of “national ownership”. He argued that the Paris Declaration itself and the process leading to its review are inclusive and represent a true partnership among donor countries, recipient countries and civil society.  For example, the OECD-DAC Working Party on Aid Effectiveness is comprised of the same number of donors and recipient countries; recipient countries always serve as the Chair or Co-Chair at official meetings; and some of the regional events leading to Accra have been co-organized by recipient countries.
Indeed, for the Accra Action Agenda (the outcome document of the upcoming Accra HLF) to be successful it is essential that it is discussed through an open, participatory and mutually driven process with all development actors. In this vein, Dr. Deutscher noted that an NGO consultation process has been in place in the lead-up to the Accra HLF and that civil society will be represented at the Forum itself.
On his second point – Aid architecture – Dr. Deutscher felt that the current aid modalities and institutions are in need of reform.  The international development assistance landscape is changing which now includes non-DAC donors.  The role of the private sector and of private foundations cannot be underestimated.  DAC donors are interested in evaluating the effectiveness and responsiveness of their Aid modalities to emerging challenges, through a broad consultation process with donors, recipients, civil society, the private sector and parliaments.   

On the Accra HLF itself, Dr Deutscher expressed his hope that the outcome of the Accra HLF would send a strong message to the Review of the Monterrey Consensus in Doha.

H.E. Ambassador Byron Blake, Deputy Permanent Representative, Mission of Antigua and Barbuda to the United Nations

Ambassador Blake began by stressing that development policies need to be embedded in a long term vision and designed to build up and strengthen the capacity of the disadvantaged.  Therefore, aid has to be able to deal with and overcome long-term constraints.  In this regard, ODA can be a source of additional funding for governments in developing countries and has the ability to stimulate productive investments.  ODA can be used to develop social infrastructure services such as improvement in the health or educational sectors, with long term societal impacts.  It is therefore important to look at the performance of ODA.

Ambassador Blake echoed Dr. Deutscher’s concerns about the overall levels of ODA.  He also cited several examples of useful funds for recipient countries, but that are not necessarily targeted at poverty eradication, such as debt relief, emergency assistance, the cost of administrating aid programmes and investment in trade losses. Ambassador Blake argued that since 2005 only a small amount of ODA goes toward long-term development strategies and poverty eradication.  Indeed, in 2005, debt relief and emergency assistance represented 70% of ODA.

The Monterrey Consensus stipulates that ODA is needed to help build infrastructure and to develop other areas of financing; but, this is not happening, Blake said.  There are no resources for education or other social infrastructure projects.  However, these are exactly the types of areas that ODA should be directed towards.  Discussions on aid quality need to identify sectors for ODA investments that do not necessarily have short-term financial gain.  The flexibility of ODA must be improved so that it can fill important funding gaps in developing countries budgets.
Macro economic policy conditions on aid, Blake argued, have been discredited.  In response, the terminology used to describe them is evolving (i.e. ‘structural adjustment’, etc) but the reality remains.  This only leads to ineffectual development and cynicism which further undermines efforts to eradicate poverty.  The question of public information and awareness around ODA is an area that needs to be addressed as well.  Without a proper understanding of the issue it will be hard to gain public support for increasing and reforming ODA.

Mr. Cyrille Pierre, International Financial Affairs, French Ministry of Foreign and European Affairs

Mr. Pierre began by expressing France’s commitment to developing innovative mechanisms for financing development.  In this regard, he brought up France’s, and other country’s, recent initiative to impose an ‘air ticket levy’, the proceeds of which fund UNITAID. UNITAID is an international drug purchasing facility, established to provide long-term, sustainable and predictable funding to increase access and reduce prices of quality drugs and diagnostics for the treatment of HIV/AIDS, malaria and tuberculosis in developing countries.  So far, the levy has collected 160 million euros per year for UNITAID.

France has served as the secretary of a an international group on innovative financing for development since 2006 and sees, in particular, three merits of innovative financing: all mechanisms should provide predictable funding; these mechanisms are methods of redistributing the resources produced by globalization; and, they should be coordinated amongst various countries.

The air ticket levy lives up to these principles, Mr. Pierre said.  Nine countries are currently participating in the initiative with several more considering signing on.  It has been an economically non-distortive and stable source of funding.  Moreover, a sense of global solidarity has emerged around the project as it operates in a transparent manner.

Ms. Lucy Hayes, European Network on Debt and Development (EURODAD)

Ms. Hayes delivered a presentation on a recent report that her organization has produced entitled ‘Turning the Tables: Aid and accountability under the Paris framework’. 

She began by noting that the Monterrey Consensus makes important commitments on improving the quality of aid and that the Accra HLF is not the only avenue to improve aid quality.

The EURODAD report is based on several case studies in recipient countries and aims at “bringing people back into the discussion” on aid quality.  These case studies examined aid relationships and partnerships – a critical element of the Monterrey Consensus.

Her presentation focused on four findings of the report: 

1. Continued conditionalities contradict the concept of national ownership;

2. The dialogue on aid is currently disconnected from democratic processes;

3. There is not enough data on the impact of technical assistance and there is still too much ‘tied aid’;

4. There is insufficient donor transparency in their aid relationships.

Based on these conclusions, the report makes several recommendations of which she highlighted two:
1. It is important to deliver on all the commitments made in the Monterrey Consensus;
2. There needs to be more independence in the monitoring of aid.  Donors should not be monitoring themselves, as is currently the case with tools such as the Paris Monitoring Survey.

Respondents:

Mr. Roberto Bissio, Social Watch

Responding to the presenters, Mr. Bissio based many of his comments on a paper that he had been commissioned to write for the Human Rights Council’s Working Group on the Right to Development.
The paper analyses the Paris Declaration and each of its indicators according to a set of criteria agreed by the Working Group.  In this regard, Mr. Bissio pointed out that while some of the principles of the Paris Declaration can be supportive of the Right to Development (f.i. national ownership and mutual accountability), the practical implementation of the Declaration and its indicators can work in practice against the Right to Development and erode national democratic processes.
As regards to ownership and participation, he noted that the Paris Declaration fails to provide institutional mechanisms to address the asymmetries in power between donors and developing countries and to spell out corresponding rights and obligations. Institutional ownership of the Declaration process rests with the OECD DAC and the World Bank, where donors and creditors have exclusive or majority control, with little or no developing country voice or vote. 

The complex set of assessment criteria and even the definition of the indicators by which the Declaration is going to be reviewed as well as the criteria for evaluating recipient country governance systems, are ultimately decided upon by the DAC, in close working relation with the World Bank.
When comparing the processes leading to the Accra HLF and to the Doha Review Conference, he also noted that the rules for NGO participation in the Doha process are clear, transparent and widely acknowledged (ECOSOC and FfD accreditation mechanisms) while it remains unclear what NGOs would be invited to participate at Accra HLF.  Indeed, there is no ‘right’ for NGOs to participate in Accra.
Commenting on the language used in the Paris Declaration, Mr. Bissio explained how mutual accountability is defined in the Declaration: ‘Ownership’ is defined as having a plan that the World Bank approves; ‘Alignment’ and ‘harmonization’ mean that procurement policies have to be more open; and, ‘Harmonization’ is intended to streamline the number of donors.  On this last point, Mr. Bissio wondered why that was viewed as a desirable goal.  Indeed, numerous donors empower recipient countries allowing them to choose who they want to work with.
Ms. Gigi Francisco, DAWN

Ms. Francisco spoke on the elements of the current fiscal consolidation.  The current focus on fiscal consolidation whose goal is to provide stability as well as to make domestic resource mobilization more predictable is inadequate to address these challenges. Among the fiscal consolidation measures that are promoted by multilateral financial institutions are various forms of administratively efficient tax measures (e.g. VAT), simplification of tax administration, and spending restraint especially on social welfare. These measures have been found to hit the poor disproportionately, most of all poor women who bear the burdens of care and of economic adjustment, as recurrent local and global food and health crises clearly reveal. 

What is required is a set of policies at both the domestic and global-regional spheres harmonized around redistribution and social protection as principal objectives of the macroeconomics of development on par with economic growth that supports genuine and sustainable poverty reduction. 

Assessments of financial requirement for full employment targets and for socializing the time and financial burdens of the domestic care economy which are overwhelmingly borne by girls and women should be institutionalized in budget processes.

Institutional reforms for strengthening property rights linked to accessing financial markets should include changes in inheritance and property laws, as well as land reform programs, that enable women to become asset holders.

New borrowing and debt reduction initiatives should not be based on labor market flexibilities requirement as is currently found in the World Bank's CPIA.

Turning to the discussion on aid effectiveness leading to the Accra HLF, Ms. Francisco said that although economic policies have differentiated impacts on men and women, the concept of gender has been systematically ignored in the formulation of the new aid modalities advocated by the Paris Declaration. She also stated that the Accra process and its outcome should not be allowed to overtake the process leading to the Doha Review Conference.  It is important to ensure that the Accra process and its outcomes are subsidiary to the Doha Review process and that an effective forum for that might be the upcoming Development Cooperation Forum. 

She advocated for a set of policies at the international and national levels that will create a more stable environment for more effective aid.
Open Discussion

Questions from the floor were raised by representatives of both civil society and Member States of the United Nations.  Among the topics raised were: whether financial resources coming from the air ticket levy was being counted as additional aid (in additional to current ODA) and whether it has a ‘correctional aspect’; the concept of ownership; and, the role of the World Bank in the OECD Aid Effectiveness agenda.

Responses and Closing remarks

Dr. Deutscher, first addressing the points raised on conditionality, noted that it is an issue being taken seriously because partner countries have raised it as a concern.  At the Accra HLF it will be taken up at one of the nine thematic roundtables.
It is clear that development processes must come from the people themselves, said Dr. Deutscher.  He noted his agreement with the concept of ‘democratic ownership’ of development processes.

Furthering this point on ownership and participation, he said that the agreement to hold the Accra HLF itself was signed by 120 countries and that no country can be excluded from the process.  

The UN and the process leading to the Doha Review, cannot be confused with the Accra process.  The Accra process is not a political process but rather a technical one and one that is being conducted in full partnership with developing countries and civil society.

Speaking to the participation of parliaments in developing countries, Dr. Deutscher agreed that this is important but one must also bear in mind that, by the same token, parliaments in donor countries must be involved as well.  He therefore agreed that communication and the messages being sent to citizens and parliaments must change.  Only by developing trust in the systems that channel aid to the developing world can an effective argument be made to increase levels of ODA.
Ambassador Blake repeated that ODA should mean flexible budget support for recipient governments and that conditionalities continue to distort ODA’s original intention.  In this regard, the concept of ownership, as its being discussed, continues to be ‘curiously disingenuous’.

Mr. Pierre said that France does not currently count revenue coming from the air ticket levy as part of its ODA.  The idea of ‘additionality’ is one where there is currently no clear consensus but will be very important in discussions such as those relating to mitigating and adapting to the impacts of climate change.  He also said that when France began discussing innovative mechanisms of financing for development it was only to improve financing, but he agreed that in the future it will be important to develop mechanisms that not only improve financing but also correct the negative impacts of globalization.
Ms. Hayes closed by noting that the principals of the Paris Declaration are valuable, but that in practice they can be quite ‘worrying’.

Further resources:

NGLS

· ‘The Road to Doha’, a joint publication by NGLS and the Financing for Development Office of the United Nations Department of Economic and Social Affairs (DESA/FFDO),  is designed to help keep all relevant stakeholders informed on the latest developments and events on the road leading to the Doha conference.
· Online ‘Focus Page’: Financing for Development; this webpage is designed to keep readers updated on discussions relating to FfD and provide linkages to related process, such as the Accra HLF. http://www.un-ngls.org/site/article.php3?id_article=341
UNIFEM

· Gender Equality and Aid Effectiveness Discussion Papers; These discussion papers draw on multi-stakeholder consultations on gender equality and aid effectiveness led by UNIFEM since November 2005. The consultations have brought together representatives from government-planning, finance, and national women’s machineries-donor agencies and civil society to explore strategies to ensure that aid effectively delivers for gender equality in the context of nationally determined development planning and programming processes. http://www.unifem.org/resources/series.php?ProductSeriesID=5
