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ABOUTTHIS REPORT

Since 2005, development NGOs from all 28 EU countries have come together every year through the AidWatch
initiative, under the umbrella of CONCORD, to produce the annual AidWatch report. CONCORD is the European NGO
Confederation for Relief and Development. Its 28 national associations, 20 international networks and 3 associate
members represent over 2,600 NGOs which are supported by millions of citizens across Europe. CONCORD is the
EU institutions’ main partner in dialogue on development policy. As a confederation, CONCORD work towards a
world where people enjoy their right to live free of poverty and exploitation and their right to enjoy wellbeing and
equality.

More at: www.concordeurope.org.

CONCORD AidWatch has monitored and made recommendations on the quality and quantity of aid provided by EU
member states and the European Commission since 2005. The AidWatch initiative carries out ongoing advocacy,
research, media activities and campaigns on a wide range of aid-related issues throughout the year.

CONGORD PERIODIC PUBLICATIONS:

AIDWATGH:

Since 2005, Aidwatch has monitored and made recommendations on the quality and quantity of aid provided by EU
member states and the European Commission. With these publications, we want to hold EU leaders accountable
for their commitments to dedicate 0.7% of their Gross National Income to development assistance and to use this
aid in a genuine and effective way.

www.concordeurope.org/aidwatch-reports

EU DELEGATIONS:

The EU Delegations reports look at political and policy dialogue and programming processes, including the CSO
roadmap process. The objectives of these publications are to contribute on improving the working relationship
between the EU delegations and CSOs, gather examples of good practice and lessons learned, and make recom-
mendations to the EU, member states and CSOs.

www.concordeurope.org/eu-relationships-publications

SPOTLIGHT REPORTS:

Every two years since 2009, the Spotlight reports look into the policy coherence of the EU institutions and their
impact on the vulnerable communities in countries outside Europe. These reports aim to raise awareness among
EU political leaders and citizens on the need to change some domestic and external EU policies to ensure a fairer
and more sustainable world.

www.concordeurope.org/spotlight-publications-policy-coherence-development
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EXEGUTIVE SUMMARY

The past year has witnessed hugely significant political events
and trends across Europe which, among other far-reaching im-
plications, affect official development assistance (ODA). Deep-
ening social inequality and ineffective handling of the unprec-
edented migratory pressures are contributing to huge shifts
in Europe’s own social, political and economic fabric.! This is
among the factors which have added toa continued rise in polit-
ical movements that tend not to value global solidarity for pover-
ty reduction, and rather advocate a reduction in ODA spending.
We have seen a rise in political narratives that dehumanise and
promote conflict with “outsiders”, including immigrants, refu-
gees and people in other countries, and creating a false com-
petition between domestic interests and foreign aid budgets.
Such trends are creating political challenges for the quantity,
and indeed the quality of ODA in many European countries, and
those making the case for continued ambition to meet Europe’s
promises to the world’s poorest.

THE STATE OF EU AID

EU aid is backsliding. Having failed to achieve ODA targets by
their original deadline of 2015, EU MSs are now pushing the
attainment of these targets off into a distant future. Although
the EU and its member states reaffirmed their commitment to
increasing aid spending, only five EU countries met their target
in 2015: Luxembourg, Sweden, Denmark, the Netherlands and
the United Kingdom. Some EU member states actually cut ODA.
As a group, the EU-28 is a long way off its target, delivering only
0.44% of its gross national income (GNI) in ODA. EU donors
are undermining the transparency and accountability of aid by
increasing its complexity, inflating its measurements and de-
creasing civil society access to decision-making processes. All
this, despite OECD DAC efforts to “modernise” ODA reporting.

If the EU and its MSs reach their aid targets too late, the sus-
tainable development goals will have little hope of success. The
continued failure of the EU and its member states to meet their
ODA obligations is contributing to persistent global poverty,
hunger, human rights failures, the exacerbation of conflict, in-
creased emergency migration, refugee flight and a great deal of
other harm to people and human development. In this context,
transparent and accountable aid — achieved with participation
by civil society — is absolutely essential.

The EU and its member States should meet their aid targets
and ensure that ODA remains focused on poverty allevia-
tion in developing countries; other types of funding should

1 To avoid duplication, Sources and citations are provided only in the
main body of the report.

remain additional to ODA, and should not count towards
the 0.7% ODA/GNI target.

Those EU member states that have not yet reached
the aid targets need to adopt concrete timetables for
doing so.

GENUINE VERSUS INFLATED AID

The EU has missed its targets by €36.9 billion in genuine aid. In
2015, 17% of its aid did not reflect a real transfer of resources
to developing countries, because it went to “in-donor” refugee
spending, debt relief, student costs, tied aid and interest pay-
ments. Some EU member states increased their reported aid
almost entirely through spending on refugees in their own coun-
tries, thereby becoming their own top beneficiaries. It does not
help that the EU institutions merge handling of unprecendented
numbers of migrants and refugees with migration policy and
budgeting, when in fact the two issues are completely different
from a legal and aid-reporting point of view. Tied aid — i.e., in-
effective, conditional aid — accounted for €1.1 billion in 2015.
Worse, aid to least developed countries (LDCs) — the ones that
need it most — has been declining. The EU and its member
states have decreased their aid for LDCs to €11.8 billion, down
from €13 billion in 2010,

The EU and its member States should pay their aid debts,
honour their commitments and achieve the 0.7% ODA/GNI
target by 2020, through genuine ODA consistent with the
aid effectiveness principles.

EU donors should allocate at least 0.15% of GNI to LDCs by
2020, and 0.2% of GNI by 2025.

Given the scarcity of ODA resources, and the failure of
most EU member states to fulfil their aid commitments,
these states should put assisting refugees in donor coun-
tries at the top of their existing aid commitments.

EU countries must ensure that poverty reduction and the
economic development of poor countries are what arive
private-sector cooperation, by making businesses in de-
veloping countries eligible for funding under the new pro-
grammes.

There should be no further erosion of the civilian character
of development cooperation and ODA through the inclusion
of military or quasi-military expenditures of the chanelling
of ODA through military actors.

EFFECTIVE AID

Key EU donor countries have reduced effective aid modalities
that support ownership and the alignment of different country
systems, while supporting those that fit in with donors’ own
external and internal priorities. Budget support to developing
countries by the EU DAC members dropped from €3.7 to €2.8
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billion — from 7% to 5% of total aid — largely owing to actions by
the UK, France, Germany, Denmark and the Netherlands.

Approaches based on aid effectiveness give “the best value for mon-
ey” 1o each partner country, based on its demands and needs. While
budget support is declining, emerging financing mechanisms, such
as EU trust funds (EUTFs), are also challenging developing-country
ownership and alignment. Most European donors are ramping up
public support for development financing mechanisms that blend
public and private resources and leverage private, commercial in-
vestment. Half of EU member states are increasing ODA allocations
to the private, commercial sector. Across Europe, private-sector in-
vestment with public money is largely non-transparent and unac-
countable: only four national private-sector strategies include a focus
on accountability and compliance with human rights standards.

RECOMMENDATIONS FROM GONCORD EUROPE

e The EU and its member states should agree on an ambi-
tious and action-oriented joint position to ensure that the
Nairobi HLM delivers a plan to accelerate progress and
foster inclusive development partnerships. Concrete time-
tables for meeting the EU’s Paris, Accra and Busan com-
mitments, including fully untying aid, aligning with country
budget systems and enhancing inclusive, broad-based
models of local and national ownership.

e The EU must ensure that new financing mechanisms, such
as the EUTFs, are guided by development effectiveness
principles, in particular, ownership and alignment.

e In 2016, CONCORD and leading CSOs have put forward
detailed recommendations to ensure that OECD DAC re-
form leads to a principled approach to the use of aid in
leveraging private finance. The EU and its member States
should implement these recommendations, to ensure that
ODA remains credible, transparent and accountable.

e The EU and its MSs should fund transparent, independent
evaluations enabling local stakeholders to assess the cost-ef-
fectiveness and the impact of private-sector, commercial, de-
velopment financing activities. An action plan with clear indi-
cators is required for implementing the recommendations put
forward in 2014 by CONCORD' and in 2015 by leading NGOs."

e The OECD DAC and EU donors should implement spe-
cific CONCORD recommenadations, made in 2016, on
monitoring and reporting on private-sector development
finance.™"" Among other things, the action plan should
include implementation guidelines for human rights due
diligence as a binding framework for business enterprises,
including steps to be taken with respect to their subsidiar-
ies, suppliers and distribution channels.

e The EU and its member states should work with the UN’s
Development Cooperation Forum (DCF) to develop a review

mechanism to assess and monitor progress, identify gaps,
and promote accountability for PPPs; and with the GPEDC
fo establish an accountability architecture that would facil-
itate engagement by stakeholders, especially civil society,
and that would ensure that all development finance reduc-
es poverty and advances sustainable development."

GLIMATE FINANGE AND AID

From 2013 to 2014, the volume of bilateral climate-related ODA
increased by more than the overall ODA volume (24% as op-
posed to 1%), which means that donors are prioritising climate
ODA over other forms. EU donors have a mixed record. France,
Ireland, Italy and Luxembourg increased climate ODA while
decreasing ODA as a whole, but the Czech Republic, the EU
institutions, Greece, the Netherlands, Slovenia and the UK did
the opposite. Belgium, Denmark, Finland, Germany and Swe-
den increased both bilateral climate-related ODA and ODA as
a whole, while Austria, Poland, Portugal and Spain decreased
both ODA and bilateral climate ODA.

To help monitor whether the EU’s climate contributions are “new
and additional” or whether they displace its other ODA priorities,
CONCORD Europe last year urged the EU and its member states
to define climate finance jointly. This was not done, nor s there
a commonly agreed definition of what constitutes “effective” cli-
mate finance. Climate finance and climate-0DA reporting in the
EU are often inconsistent, unclear and/or unreliable.
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A. STATE OF EU AID

Having agreed on sustainable development goals (SDGs) and a
framework for development finance, EU decision makers must
now integrate and implement them to eradicate poverty and in-
equality by 2030. The task is complex. The SDGs now include
17 goals and 169 targets, and the Addis Ababa Action Agenda
(AAAA) emphasises a growing range of non-traditional financing
mechanisms — including blended public and private finance —
which are inherently complex.

According to the UN’s Sustainable Development Solutions Net-
work, the most detailed needs assessments for the SDGs sug-
gest that 2% of the world’s gross domestic product (GDP) is
needed to finance them. At least 50% of this amount needs to
come from expanding the mobilisation of domestic resources in
wealthy and developing countries alike, and an estimated US$
220-260 billion from international public finance."

This report presents detailed CONCORD AidWatch findings re-
garding recent aid spending by the EU and its member states,
together with recommendations for how the EU can provide cred-
ible, transparent and accountable leadership for ending poverty.

CONCORD AidWatch is deeply concerned about the actions on
development finance taken recently by the European Union (EU)
and its member states. Despite reporting nominal aid increases
in the past year, EU governments are failing to honour their com-
mitments and are racking up a huge aid debt. They are inflating
official development assistance (ODA) and development finance
in ways that turn the donors themselves into the main bene-
ficiaries of ODA, while reducing genuine aid to the countries
and people that most need help. They are side-stepping proven
and agreed effectiveness principles and approaches, increasing
the conditionality of aid and reducing its transparency, while at
the same time reducing the involvement of civil society and de-
veloping countries. Their reporting on climate and development
finance is all too often inconsistent, unclear and/or unreliable.

TRANSPARENCY AND AGCOUNTABILITY: ESSENTIAL FOR AID EFFEC-
TIVENESS

Transparency and clarity in reporting are essential for under-
standing how much the EU and its member states are actually
helping to attain the SDGs, eradicate poverty and promote hu-
man rights. To help improve ODA measurement and reporting,
the OECD DAC is now working on a long-term process of mod-
ernisation. Its high-level meeting in February 2016 agreed on a
new definition of ODA which includes more peace and securi-
ty-related costs, as well as certain costs relating to “countering
violent extremism” " Guidelines for ODA allocations for refugee
costs in donor countries will be clarified by the end of 2016.*

The ODA modernisation process launched by the OECD DAC
could be used to produce rigorous, demanding criteria and

standards to ensure that aid is not undermined by counter-pro-
ductive incentives. As CONCORD has insisted for years, ODA
should include only resources that focus explicitly on poverty
eradication and agreed development effectiveness principles
— in particular, ownership by developing countries. These clear
and obvious criteria exclude many expenses that the EU and
its MSs now count toward development finance, such as many
types of commercial risk guarantees; spending in donor coun-
tries; resources tied to donor-country prosperity at the cost of
developing-country ownership; spending on EU security; and
non-sustainable and non-concessional debt** The poorest
countries have been found to lose just over US$ 2 for every US$
1 gained since 2008, with most of the losses caused by illicit
financial flows, profits taken out by foreign companies, debt re-
payments and lending to rich countries.™

CONCORD AidWatch finds that the increased complexity of de-
velopment finance, aid inflation, reduced civil-society access
to decision-making processes, and downsized approaches to
effective development, are all undermining transparency and
accountability.

DONORS OR RECIPIENTS? AID SPENDING IN DONOR COUNTRIES
Although the EU and its member states reaffirmed their com-
mitment to increasing their aid spending to 0.7% of GNI,% only
five EU countries met the target in 2015: Luxembourg, Sweden,
Denmark, the Netherlands and the UK. As a group, the EU-28
is a long way off target, delivering 0.44% of its GNI in ODA,
compared to 0.41% in 2014, although in nominal terms aid
did increase: from €57.2 billion to €62.4 billion. The countries
receiving the greatest numbers of refugees showed some of the
largest increases in EU aid, namely: Greece (39%), Germany
(26%) and Hungary (25%). The large share of in-donor refugee
costs within that increase benefits the donor countries, however,
rather than those most in need (for details, see the section on
refugee costs).

The past year has witnessed dramatic political events across
the EU that affect ODA trends. With the UK — one of the EU’s
biggest and best-performing donors — leaving the Union, the
future of both its own development aid and the EU’'s will be
affected. It has been estimated that the immediate 10% devalu-
ation of the British pound, in the first week post-Brexit, reduced
the value of UK aid by roughly US$ 1.9 billion.X" In the long run,
the UK’s future relationship with the EU will affect both their aid
budgets and their aid effectiveness, will determine whether the
UK remains engaged in EU development instruments and joint
programming efforts, and will affect the UK’s and the EU’s nego-

2 High-Level Meeting on Financing for Development, Addis Ababa,
Ethiopia, July 2015.
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tiating positions in global processes. The political shifts leading
to Brexit may also empower domestic anti-aid critics and put
greater pressure on the UK’s aid budget and its commitment to
0.7% ODA/GNI XV

In May 2015 the Finnish government announced a 40% cut
in its aid budget, including a 5.7% ODA cut in 2015. Finland
has planned a €200 million aid cut for 2016. It has also an-
nounced that €130 million of grant aid will be converted into
loans for companies committed to corporate social responsi-
bility. The Finnish government shouldrespect its international
commitments as regards its level of ODA and development ef-
fectiveness, in addition to providing a concrete credible plan
for reaching the 0.7 % target and meeting its climate finance
commitments. This should include milestones for the current
government.

Following parliamentary elections in 2015, Denmark’s new cen-
tre-right government announced dramatic cuts to ODA. While
the main impact of this will not be felt until 2016, the 2015
budget was affected immediately: the planned ODA of 0.87% of
GNI'in 2015, approved as part of the 2015 budget by the former
government, was cut to 0.73% by the new one. From 2016, aid
is expected to remain at 0.71% of GNI throughout the term of
the current, centre-right government.* In addition to this drastic
cutin ODA, the focus of Danish aid has been shifted from devel-
oping countries to financing costs for receiving refugees within
Denmark. In CONCORD'’s view, a minimum of 0.7% genuine
ODA must be guaranteed, with refugee costs to be additional.

Some major EU donor countries have made no progress on their
low ODA levels. In 2015, total Spanish aid stagnated at €1.4
billion, 0.13% of GNI — its lowest since the 1980s — despite
economic recovery between 2014 and 2015 (2.49% growth).
Official budgetary projections for 2016 show an increase of
32.1% (€582.95 million) from 2015; the bulk of this, however,
is composed of accumulated debts to the World Bank, other
contributions to international financial institutions and compul-
sory contributions to the EU.

The 0.7% ODA/GNI is one of the most important quantitative
targets. In order to be effective, however, it requires binding
legislation/regulation backed up by concrete, verifiable national
timetables for meeting aid targets by 2020, in time to contribute
meaningfully to achieving the SDGs. These timetables should
include allocating at least 0.15% of GNI to LDCs by 2020 and
0.2% of GNI by 2025, in order to reverse the trend of declin-
ing aid to LDCs. The EU must safeguard partner countries’ re-
sponsibility and policy space for their own development by fully
implementing the effectiveness agenda, starting with country
ownership of development assistance.

RECO

MMENDATIONS

The EU and its member states should meet their aid targets
and ensure that ODA remains focused on poverty allevia-
tion in developing countries, other types of funding should
remain additional to ODA, and should not be counted to-
wards the 0.7% ODA/GNI target,

Those EU member states that have not yet reached the
aid targets need to adopt concrete timetables for doing so.
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B. INFLATED VERSUS GENUINE AID

In line with the DAC’s official definition of aid, donors may report
financial flows that, in the opinion of CONCORD AidWatch, do
not genuinely contribute to development. For a more accurate
picture of EU aid, the CONCORD AidWatch methodology dis-
counts the following items from net ODA flows:

Spending on refugees in the donor country;

Tied aid;

Spending on students in the donor country;

Interest repayments on concessional loans, and future in-
terest on cancelled debts;

e Debt relief.

According to aid effectiveness principles, these items do not
contribute to international development, nor do they represent a
genuine transfer of resources to developing countries. They are
added simply to inflate ODA figures. This report focuses on in-
creased allocations for refugees and tied aid because there has
been little change from last year’s report in terms of spending
on students, interest payments or debt relief.

In 2015, the 28 EU member states inflated their aid by almost
€10.5 billion, or 17% of all aid flows. Measuring aid inflation in
relation to the overall aid budget, however, minimises the real
extent of the problem. Aid inflation is best viewed as a pro-
portion of a bilateral aid budget: the expenses managed most
directly by donors. Most EU countries present high levels of in-
flated aid, with Austria top of the list (74% inflated bilateral aid),
followed by Italy (65%), Greece (58%) and Portugal (57%). Of
the EU-13,® those that inflate aid most are Poland (51%), Slove-
nia (48%) and Malta (46%).

Sweden provides a striking example of how inflated aid rais-
es questions about OECD-reported ODA figures: in 2015, the
country reported 0.96 % of GNI to the annual OECD ODA sta-
tistics. When CONCORD AidWatch calculates genuine aid, how-
ever, Swedish ODA drops from 0.96% to 0.75% of GNI. The
results for the UK and the Netherlands are even more worrying,
as their respective genuine aid figures drop below the 0.7% of
GNI target seemingly achieved in 2015, albeit only by 0.01% in
the case of the UK.

In the EU-13, a large share of inflated aid still goes to student
costs. In Latvia, a high percentage of bilateral aid is disbursed
through scholarships and training programmes for public of-
ficials and other professionals from the Eastern Partnership,
Central Asian and Western Balkan countries. In 2015, Sloveni-
an aid inflation increased in both absolute and relative terms,
from 24% of total bilateral aid to 48%. A large share of this

3 Bulgaria, Croatia, Cyprus, Czech Republic, Estonia, Hungary, Latvia,
Lithuania, Malta, Poland, Romania, Slovakia and Slovenia.

inflated aid went to imputed student costs and scholarships
for foreign students.

Table 1, below, summarises genuine and inflated aid across the
EU. Graphs 1 and 2 present genuine and total ODA as a per-
centage of GNI for the “EU-15"* and the “EU-13" in 2015.

4 Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ire-
land, ltaly, Luxembourg, Netherlands, Portugal, Spain, Sweden, United
Kingdom.

CONGORD AIDWATCH - 2016



TABLE 1. EU’S 2015 INFLATED AND GENUINE AID

TOTALAID BILATERAL AID INFLATED AID GENUINE AID
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5 Owing to institutional changes within the Department of Development Cooperation, Humanitarian Assistance and International Financial Organizations
of the Ministry of Foreign Affairs of Cyprus, detailed statistics on the Republic of Cyprus’s ODA for 2014 and 2015 will be available only by the end of
October.
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ARE IN-DONOR REFUGEE COSTS REAL AID?

An unprecedented 1.5 million refugees claimed asylum in
OECD countries in 2015, more than a million of them in Europe.
Confronted with a severe humanitarian crisis on the one hand,
and internal budget restrictions on the other, many EU states
are applying the OECD DAC rule allowing member countries to
count certain refugee-related expenses as ODA for the first year
after their arrival ™ How the rule is applied varies widely from
donor to donor, however .

e Belgium, France, Portugal and the UK count costs for the
period in which asylum seekers await a decision. The
year begins when they enter the host country (or upon
their official application for asylum). For France, Portugal
and the UK, all asylum seekers are included, and no costs
are counted after the decision to accept or reject them.

e Germany counts costs after a decision on asylum. The
first year counts once refugee status has been estab-
lished (Convention, temporary protection and humanitar-
ian reasons). Asylum seekers awaiting a decision are not
counted.

e Austria, the Czech Republic, Denmark, Italy, Finland,
Greece, the Netherlands, Poland, the Slovak Republic,
Spain and Sweden count costs both while asylum seek-
ers are awaiting a decision and after the decision has
been handed down. The year begins with the official ap-
plication for asylum and continues after the final decision
on asylum refugee status. Countries vary in their counting
of costs before and after the decision on asylum, and
according to whether applicants are accepted or rejected.

Not all member states participate in quota refugee programmes
or count related costs as ODA.

Preliminary data show that ODA for in-donor refugee costs by
OECD DAC members more than doubled from 2014-2015, with
variations across the EUM":

e The German government introduced a new way of counting
which broadened the definition of eligible refugee costs.
In-donor refugee costs increased from 1% to 16% of ODA
net disbursements from 2014-2015, while ODA spending
remained almost unchanged**,

e (reece and Austria have both increased their respective
ODA allocations for in-donor refugee costs, from about 8%
in 2014 to 20% (Greece) and 26% (Austria) in 2015.

e  (Of Sweden’s total aid, 22% was spent on hosting refugees.
In late 2015 the Swedish government threatened to take
as much as 50% of the ODA budget for 2016 to cover
refugee costs. When Swedish CSOs protested against this
plan, the government finally agreed to 30% as the upper
limit on how much ODA could be scountedon refugee

costs. This is widely criticised by CSOs, who continue to
push for genuine ODA and for in-house refugee costs to be
excluded from ODA.

e In 2016, almost 30% of Danish ODA will be spent on re-
ceiving refugees — nearly twice as much as the 15% in
2015. The CONCORD AidWatch survey found that in pro-
jections for Danish aid in 2016, the largest recipient will be
Denmark itself.

In some EU member states, in-donor refugee costs are the main
component of ODA that have increased. Germany’s ODA share
reached an all-time high of 0.52% ODA/GNI in 2015, mainly
owing to a substantial increase in in-donor refugee cost dis-
bursements. In Spain, the in-donor refugee cost was the only
item amending the 2016 aid budget, increasing it to €200 mil-
lion.®

The drastic increase in in-donor refugee costs has turned some
European countries into their own top beneficiaries. For exam-
ple, inflated aid from Austria, Sweden and Italy (€2.4 billion)
represents 10 times the resources going to the top developing
country recipients in 2014: Myanmar (Austria: €80.6 million)
and Afghanistan (Sweden: €103.3 million and Italy: €23.8 mil-
lion) X

While CONCORD recognises the urgent need to deal with the
migratory pressures, aid should be focused on fighting extreme
poverty in developing regions, prioritising those countries and
populations currently left furthest behind. Luxembourg, Poland
and Bulgaria decided in 2014 not to report refugee costs as
ODA, although Poland back-tracked on this commitment, re-
porting 2% of net ODA as refugee costs in 2015. Some EU
member states are reporting, or could report, costs that are not
eligible under existing guidelines. Unlike the various legitimate
ways in which some member states define “first year” (see
above), Hungary does not differentiate between costs relating
to the first year of refugees’ arrival (ODA-eligible) and those
relating to subsequent years (not ODA-eligible). The bundling of
refugee costs makes it extremely difficult to ensure that mem-
ber states comply with reporting guidelines.

The current migratory pressures must not be used as an excuse
to count non-eligible expenditure relating to general migration
flows or border security as ODA. The EU institutions are merg-
ing the handling of unprecendented numbers of migrants and
refugees with migration policy and budgeting, when in fact the
two issues are completely different from a legal and aid-report-
ing point of view. The EU has announced that in 2015-2016
€10.1 billion would be spent on the managing the current mi-

6 This increase may not actually happen, owing to the small number of
refugees who have arrived in Spain to date.
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gratory pressures both within and outside its borders, doubling
the amount available in previous years.™ While much of this
funding will be allocated through the EU’'s new regional trust
funds for Syria and Africa (see below), financed by the EDF or
the EU development budget, the €10.1 billion also covers the
security of the EU’s external borders, as well as counter-terror-
ism measures.

Refugees are governed by international law and human rights
conventions. As mentioned above, according to the OECD, ref-
ugee costs can be counted as aid under certain conditions.
Migrants, however, have a different legal status. The costs in-
curred in limiting arrivals cannot be counted as aid. In the past,
some EU countries used a considerable amount of their aid
budget to pay for migrant detention centres or to equip securi-
ty forces on the borders. Under existing OECD guidelines, this
expenditure should not be reported as ODA. Using aid to stop
migration, without addressing the instigating factors of poverty
and inequality, merely shifts the problem onto someone else,
rather than solving it.

All DAC members have agreed to “improve the consistency,
comparability and transparency of the reporting of ODA-eligible,
in-donor refugee costs, by aligning the respective methods for
calculating these costs,”" and to produce a standardised set
of guidelines by the end of 2016. This could be a step in the
right direction.

RETYING AID THROUGH THE PRIVATE SECTOR

Making aid conditional on the purchase of goods and services
from one donor country, or a restricted set of countries, reduc-
es its development impact. It increases the cost of purchasing
goods and services, undermining affordability for poor countries.
[t acts as an expensive subsidy for donor-country industries. It
may also increase the net resource flow from developing to do-
nor countries. It prevents developing countries from procuring
local goods and services, undermining local job generation and
economic development.

For the past decade, the level of untied aid has been an indi-
cator of progress on development effectiveness, as outlined by
the Paris Declaration: “Bilateral aid is not [to be] tied to services
supplied by the donor”. Accordingly, CONCORD AidWatch cal-
culations discount 30% of the flows that are recorded as fully
tied, and 15% of the flows that are partially tied, from net ODA
reported to the OECD DAC, in order to reflect the financial im-
pact of tying.

CONCORD estimates that the inflated part of EU aid (includ-
ing from the EU institutions) that was linked to tied aid ac-
counted for €1.1 billion in 2015. Tied aid is more expensive
than other forms, so CONCORD counts these additional costs

as inflated aid. Using the CONCORD AidWatch methodology
for counting the inflated aid, the countries with the high-
est estimated levels of inflated tied aid were Germany (€50
million), France (€45 million), Portugal (€34 million), Austria
(€29 million), Poland (€23 million), Sweden (€17 million),
Spain (€15 million) and Denmark (€14 million). Aid provided
by the EU institutions was also inflated by €844 million as
result of tied aid.

Some major EU donors have made considerable progress with
untying their aid. Most of the aforementioned countries have
significantly reduced their tied aid levels in recent years. In
terms of total bilateral ODA (excluding administrative and in-do-
nor refugees costs), Germany’s untied aid increased from 75%
in 2010 to 97% in 2014. Germany now plans to make 60% of
its technical co-operation available “untied” for procurement or
grants in developing countries.

However, the impact of these positive trends on EU tied levels
as a whole may be offset by other negative events or trends
observed in 2015. At the end of that year the UK, which had
performed well in the past, launched a new aid strategy that
re-focused UK aid on national interests, raising the question
of how effectively its aid can meet that objective while deliv-
ering on its core purpose of poverty reduction and sustainable
development. An increasing amount of UK ODA will now be
spent by a variety of government departments and cross-gov-
ernment funds other than the development ministry (DFID),
which may undermine both the quality and the nature of UK
ODA and may increase its informally tied aid. To avoid this, the
UK’s new ODA strategy must be impleented through appropri-
ate procurement processes and guidance, capacity building
and support.

In Spain, a country that now has a historically low ODA, the
development community has been discussing how best to
“sell“ development aid to the public, by showing the finan-
cial benefits it can bring to the country. This perspective is
already reflected both in the Law for External Action and the
reform of the Development Promotion Fund (FONPRODE),
which have shifted the focus of development cooperation
policy towards national economic interests. Decisions on fi-
nancial cooperation, mainly channelled through FONPRODE,
will now rely on an institution called COFIDES, mandated to
internationalise Spanish enterprises and the Spanish econo-
my. Combined with the declared interest in focusing Spanish
assistance on middle-income countries, this decision could
lead to an increasing amount of informally tied aid, as the
reform does not include a clear provision on ensuring that
decisions on operations will be driven by poverty-inspired
development criteria.
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Increased EU member-state collaboration with the private sec-
tor might also increase tied aid. While announcing a 40% cut
in ODA, Finland’s support to the private sector — channelled
through the development finance institute Finnfund, which
provides risk capital for profitable Finnish business ventures
in developing countries — increased by 130% as compared to
previous years. Luxembourg and Denmark also are using ODA
to launch new business partnership programmes which are ex-
pected to benefit primarily the donor country’s own businesses.
These initiatives will need to be carefully monitored to see what
impact they have on tied aid.

WHO GETS AID?

Many countries around the world will probably be able to
achieve the SDGs without strong aid intervention. They will
do so because their governments, supported by active civil
society organisations and civic engagement, are more likely to
invest their own tax revenues in public services, and because
free, fair, open and functioning markets could attract the cap-
ital necessary to fuel growth. The poorest governments, how-
ever, can neither raise sufficient revenues domestically nor
attract private investment — they will need aid to support the
provision of even basic services. But if aid can also be used
to support increased revenue collection, and more efficient
and accountable service delivery, it could accelerate the end
of extreme poverty. In other words, aid is most valuable not
for its overall impact, but for the extent to which it can ensure
that the most impoverished and most marginalised are not
left behind.

The 48 Least-Developed Countries (LDCs) represent 13% of
the world’s population and an estimated 38% of the world’s
extreme poor. Up until 2010, aid to LDCs increased faster than
global aid. Recent figures, however, indicate an overall decline
in OECD DAC aid to LDCs in real terms — from US$ 31 billion
in 2010 to US$ 26 billion in 2014.*" While OECD ODA data
for 2014-2015 show a slight absolute increase, the share of
disbursements to LDCs has dropped from 42% to 39% of total
aid from all DAC members in 2015, and levels will not reach the
2010-11 peak.

In 2015, the EU collectively recommitted both to the UN tar-
get of allocating at least 0.15% of its GNI to LDCs by 2020
and 0.2% of GNI by 2025.%V Seven of the eight OECD DAC
countries which reached the UN target in 2014 were from
the European Union: Belgium (0.16%), Denmark (0.26%),
Finland (0.22%), Ireland (0.18%), Luxembourg (0.43%), Swe-
den (0.29%) and the United Kingdom (0.24%). Belgium and
Ireland committed to allocating half of their ODA to LDCs.*V
The largest donors performed less well: the UK (0.24%) is
the only one of the three largest EU donors to meet the 0.2%

target, while Germany and France each give between 0.06%
and 0.10%.

Unfortunately, the EU’s resolve to respect its commitments to
LDCs seems to be weakening. In 2014,” the EU and its member
states had reduced their aid to LDCs to €11.8 hillion, down from
€13 billion in 2010. It will be difficult for Belgium to maintain
its good performance in the future, as its ODA to one of its
major LDC recipients, Burundi, has already shrunk dramatically
because of the decision to suspend several development pro-
grammes since the start of the political crisis there. With the
political situation in the DRC (the biggest recipient of Belgian
development assistance) also rapidly deteriorating, the reduc-
tion in aid could become even worse.*"" Denmark reduced its
aid to LDCs by one-third in 2015 and is expected to halve it, in
real terms, for 2016. Finland is also envisaging decreases in
2015, according to CONCORD NPs. Only the UK, Luxembourg
and Ireland seem to be keeping pace in terms of their commit-
ments to LDCs.

For non-DAC EU countries, other factors are affecting the level
of funding allocated to LDCs. Estonia’s aid to LDCs was sig-
nificantly higher in 2014 than in 2015, owing to the country’s
commitment to support the three Ebola-affected countries. The
UN target should be seen as a continuous commitment, howev-
er, and should not depend on the emergence of sudden crises
in particular LDCs.

Echoing UN commitments, the OECD DAC calls on its mem-
bers to renew their efforts to “reverse the declining trend
of ODA to countries most in need, such as least developed
countries, low-income countries, small island developing
states, land-locked developing countries, and fragile and
conflict-affected contexts.””"! The fact that the OECD added
“conflict-affected contexts” to the list is seen as a clear nod
to those middle-income countries in the region — such as
Jordan, Lebanon and Turkey — that are in need of support
and are currently hosting the majority of Syrian refugees and
serving as a thoroughfare for refugees seeking a passage
to Europe.®" While this is understandable, putting these
countries on the same level as LDCs conflicts with the UN’s
targets for ODA to LDCs.

The current migratory pressures should not be used as an ex-
cuse for donors to forget the poorest populations in low- and
middle-income countries. The best aid strategy differentiates
according to countries’ specific needs. In the case of LDCs,
basic service delivery should be emphasised, whereas in mid-
dle-income countries, donors could consider focusing more on
capacity-building.

7 The latest year for which data are available.
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AID DEBT

If all EU Member States met their ODA/GNI targets in 2015, the
total volume of aid would be €99.3 billion. The actual volume
of genuine aid by EU MSs in 2015 was €51.95 billion. The pie
chart below illustrates the €36.9 billion in “debt” that EU mem-
ber states owe out of their ODA commitments.

(nflated aid MW Aid debt

36839,49

Source: CONCORD AidWatch analysis of OECD DAC data downloaded 25
July 2016.

I Genuine aid

91931,84

Having failed to achieve these targets by the previous deadline
of 2015, the EU has now put off their attainment until the distant
future. Ironically, the only EU member state that has recently
made the 0.7% ODA/GNI target legally binding — the UK — is
now set to exit the EU club — which may, in itself, negatively
affect the overall percentage of EU GNI allocated to ODA. In-
stead of focusing on ways to increase their ODA volumes, 2015
saw some MSs cutting their ODA spending, and all MSs trying
out other forms of development financing, such as investing
in commercial or blended public-private finance.** The Addis
Ababa Action Agenda made just passing mention of ODA com-
mitments, while focusing almost entirely on other sources of
financing for development.*|f the EU and its MSs reach their
ODA targets too late, the SDGs will have no hope of success.

The EU and its member states should pay their aid debts,
honour their commitments and achieve the 0.7% ODA/GNI
target by 2020, through genuine ODA consistent with the
aid effectiveness principles.

EU donors should allocate at least 0.15% of GNI to LDCs by
2020, and 0.2% of GNI by 2025.

Given the scarcity of ODA resources, and the failure of most

EU member states to fulfil their aid commitments, these
states should put assisting refugees in donor countries at
the top of their existing aid commitments.

EU countries must ensure that poverty reduction and the
economic development of poor countries are what drive
private-sector cooperation, by making businesses in de-
veloping countries eligible for funding under the new pro-
grammes.

There should be no further erosion of the civilian character
of development cooperation and ODA through the inclusion
of military or quasi-military expenditures of the chanelling
of ODA through military actors.
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G. EFFEGTIVE DEVELOPMENT GOOPERATION

AND THE PRIVATE SEGTOR®

STANDING THE TEST OF TIME - EFFECTIVENESS AND “NEW™ DEVEL-
OPMENT

Donor and partner governments have a track record of agreeing
on development effectiveness principles.® These principles have
shaped and transformed how aid has been delivered over the
past two decades, as they have incentivised donor governments
to provide “the best value for money” for each partner coun-
try based on its demands and needs. These principles become
even more important during an economic crisis, with reduced
ODA funding and increased pressure on partner countries to
own their own development fully.

Development effectiveness should be at the top of the agenda
at the 2" High-Level Meeting (HLM) of the GPEDC in Nairobi,
in November/December 2016. The GPEDC’s second monitoring
round, which culminates in the HLM, provides an opportunity to
review progress against these targets, but only if it is based on
sound data and an objective critical analysis. Where insufficient
progress is recorded, individual countries should devise and
carry out corrective action to get back on track.

CONCORD AidWatch surveys of national platforms™ show that
while most EU countries have made some progress on aid
transparency (GPEDC principle) and EU joint programming (joint
EU commitment), " more is needed on country ownership and
alignment, as well as aid predictability. Spain, in its recent OECD
DAC peer review,”™ ! was criticised for “the low percentages of
aid on budget and aid that uses public financial management
and procurement systems — respectively 57% and 48% — which
fall short of the 85% and 57% targets agreed for 2015.” Many
EU-13 and non-DAC EU countries have not drawn up plans on
development cooperation effectiveness, in line with the Busan
agreement, nor have they envisaged how to monitor progress
on development effectiveness or prepare for the next HLM, in
Nairobi.

The CONCORD AidWatch survey reveals that although most EU
DAC governments treated the Paris and Accra commitments as
binding, support for implementation has weakened since the
Busan meeting. The EU must honour its long-standing commit-

8 Research questionnaires filled in and sent back to the CONCORD Aid-
Watch Secretariat by CONCORD national platforms (NPs) in June 2016,
including a set of questions on aid effectiveness. NPs from all 28 EU
member states took part in this survey.

9 Ownership, focus on results, inclusive development partnerships,
transparency and accountability.

10 Research questionnaires filled in and sent back to the CONCORD
AidWatch Secretariat by CONCORD national platforms (NPs) in June 2016,
including a set of questions on aid effectiveness. NPs from all 28 EU
member states took part in this survey.

ments on development effectiveness by monitoring the progress
its institutions and member states have made with these com-
mitments. Some EU member states, such as the Netherlands,
have already made this a key national priority for the HLM in
Nairobi. Others should follow this example. To that end, the EU
should produce detailed country-level data on progress since
Busan.

EU governments and civil society must send high-profile rep-
resentatives to push for greater efforts on monitoring and ac-
countability in relation to the Busan commitments, in accord-
ance with the GPEDC mandate, by establishing a dedicated
monitoring framework that is “relevant, efficient and useful at
the country level,”*"in particular through:

e ensuring full participation by EU MSs in the GPEDC progress
reports on the implementation of the Busan agreement;

e submitting a report on the EU’s and member states’ efforts
to implement the Busan principles comprehensively on a
regular basis, at least every 24 months; and

e making sure that the EU’s institutions and member states
join in the efforts by the UN DCF to monitor progress on
mutual accountability.

GIVING AID BACKTO ITS OWNER

The GPEDC'’s first principle, “Partnerships for development
can only succeed if they are led by developing countries”, re-
spects the primacy of developing countries, provides value for
money, delivers results and improves accountability. However,
while country ownership is included in key official post-2015
documentation, its essential ingredients were dropped from
the final AAAA and SDG outcome documents, raising questions
about donors’ true commitment to it.*" The AAAA recommits
all signatories to all the existing principles of effective devel-
opment cooperation (ownership, alignment, harmonisation, mu-
tual accountability & transparency, and a results focus), but it
downplays inclusive participation in national sustainable devel-
opment plans and financing strategies, compared with previous
outcome documents. ™ In addition, it de-emphasises the use
of country systems as an important mechanism for delivering
external assistance and supporting country capacity, and own-
ership, post-2015.

In recent years, key EU donor countries have back-tracked on their
commitments to using aid modalities that increase ownership and
alignment with country systems, in particular budget support, in
favour of those that both meet their own external and internal pri-
orities and focus on short-term, tangible results. Between 2011
and 2014, budget support from the EU DAC members to de-
veloping countries dropped from €3.7 to €2.8 billion™'— 7% to
5% of total aid — largely because of budget support cuts by the
UK, France, Germany, Denmark and the Netherlands.
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In parallel with the decreasing use of budget support, CON-
CORD has observed both a rise in new financing mechanisms,
such as the so-called EU trust funds, and an increased use of
non-grant financing mechanisms, such as investment facilities,
based on the blending of concessional and non-concessional
funding, including private finance. These trends seem to chal-
lenge the concepts of ownership and alignment.

In 2015, the Emergency Trust Fund for Africa (EU Africa Trust
Fund), which was set up in record time, joined the EU Bekou
Trust Fund for the Central African Republic (EU CAR or Bekou
Trust Fund — 2014) and the EU Regional Trust Fund for Syr-
ia (Madad Fund — 2014) as the first trust funds created and
spear-headed by the EU institutions. Together, they now account
for a total €2.3 billion from the EDF and EU budgets, in addition
to EU member-state contributions. Germany, France, ltaly and
the Netherlands contributed an initial €28 million to the EU CAR
Trust Fund and the Madad Trust Fund. Belgium, Sweden, Fin-
land, Estonia and the Czech Republic contributed in 2015. Italy
recently pledged €10 million to the new Africa Emergency Trust
Fund and, is said, strongly supports this new aid mechanism,
which it sees as a means of stopping migration flows by tackling
the problem at its roots.

The EU is likely to increase the use of trust funds in the future: in
March 2016 it (in the shape of DG NEAR) launched an initiative
to implement the EU’s commitment to provide €3 billion addi-
tional resources to assist Turkey in addressing the immediate
humanitarian and development needs of refugees and their host
communities. €1 billion will be financed from the EU budget and
the remaining €2 billion by member state contributions, in line
with their share of the EU’s GNI. From the initiative’s first pro-
jects, it appears that the EU Syria Trust Fund will be a key EU
funding channel, which raises the question whether this is new,
or merely re-labelled old funding. Another EUTF was announced
in May 2016, to channel €575 million for Colombia’s post-con-
flict and peace-building efforts.

Designed to be used as a flexible funding delivery mechanism
allowing the EU to respond better to emergency situations, the
EUTFs are in fact a further challenge to aid and development
effectiveness. ™! Increasing EU visibility and political weight is
one of four explicit Trust Fund objectives, which explains the
predominant managerial role the EU takes. Instead of being del-
egated to a third entity, implementation is in the hands of the
EU institutions themselves (DEVCO in the case of the Bekou
and Africa Trust Funds and DG NEAR in the case of the Madad
Fund) and member states, who are represented in their opera-
tional committees. This directly breaches internationally agreed
development effectiveness principles, such as the alignment of
aid with country priorities, as the contributing donors set the

priorities for the funds, and allocations include donor condition-
ality. Except for the Bekou Trust Fund, where the government
of the Central African Republic is said to have been closely
involved, there is little evidence that African-Caribbean-Pacific
(ACP) countries or institutions have had any say in the design or
allocation of EDF funding. Developing country partners are con-
cerned that a significant share of the EU’s development funding
could, in the future, be channelled away from development and
towards humanitarian crises.

The creation of EUTFs also contravenes the development ef-
fectiveness principles of channelling aid through country sys-
tems and reducing separate donor implementation units. EUTFs
have been criticised by member states that prefer to continue
channelling emergency funding through existing UN trust funds
rather than newly created EUTFs, to avoid additional transaction
costs and delays in processing funding for urgent emergency
responses. EU member states have also criticised EUTF man-
agement fees of up to 5% (Madad Fund). The fact that member
states may influence funding allocations only if they provide
new targeted funding is criticised by those member states that
are already making significant contributions to the EDF and EU
budgets. Some EU member states have argued that if resources
from the EU general budget or non-budgetary instruments are
used, the participation of all EU member states in a trust fund’s
management should be guaranteed.*- Such EU member-state
scepticism may undermine trust fund support and jeopardise
aid harmonisation by member states at country level.

ACCOUNTABILITY VS SHRINKING CSO SPAGE TO ENGAGE

2015 was a dismal year for civil society around the world,
with serious threats to one or more civic freedoms in over 100
countries. Particularly for those activists who dare to challenge
economic and political elites, the environment in which civil
society operates has continued to deteriorate, with the death
penalty for many activists simply exercising their rights as citi-
zens to organise and mobilise.™ In this context, transparent and
accountable aid is absolutely essential, though the EU and its
member states are reducing the transparency and accountabil-
ity of their development finance. CONCORD expects the EU and
its member states to establish participatory processes involving
all stakeholders at national and regional (e.g., EU-wide) levels to
develop implementation plans and to engage systematically in
monitoring, accountability and review.® Civil society participa-
tion is important for the successful follow-up and implementa-
tion of the SDGs, not only at the global but also at the national
level, in both developed and developing countries.

Since 2005, CONCORD has monitored relations between EU
delegations and CSOs in partner countries. The EU’'s 2012 pol-
icy on “Europe’s engagement with Civil Society in external re-
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lations” marked the beginning of a new era in its relations with
civil society." EU joint programming has provided an opportu-
nity to strengthen civil society engagement collectively at part-
ner-country level. In recent years, EU delegations were asked to
draw up roadmaps for civil society participation, allowing for a
regular, institutionalised and meaningful engagement, including
in the EU’s joint programming processes.

In 2016, CONCORD will take a closer look at how these road-
maps have been implemented at the national and EU levels,
through a broad survey collecting the views of civil society on
trends in the EU delegations’ engagement with it and their sup-
port for an enabling environment for civil society. This report
will put forward concrete recommendations for the EU and its
member states.

PRINGIPLES AND THE REALITY OF ODA FOR THE PRIVATE SECTOR
Having reaffirmed their commitment to increase ODA, most
European donors are ramping up public support for develop-
ment financing mechanisms that blend public and private re-
sources and leverage private, commercial investment. From
2003 to 2013, the consolidated portfolio of European develop-
ment finance institutions — a major channel for private-sector
investment — increased from €10 to 28 billion, and European
government support for private-sector development finance is
soon expected to rival ODA "™V Private investment in low- and
middle-income countries has more than tripled over the past
decade, dwarfing official development assistance.* Half of the
EU member states surveyed by CONCORD national platforms do
not provide transparent or comprehensive data regarding their
use of ODA to (a) encourage private companies to expand their
operations in developing countries (through grants, guarantees,
etc.); and (b) encourage private actors to put their own financial
resources to work in developing countries (i.e., to “leverage”
private finance). Among the 12 EU member states where mul-
ti-year data could be found, there was significant up-down var-
iation, with half of these states increasing the amounts of ODA
allocated to the private sector. "

Donors use ODA to support private-sector companies in devel-
oping countries for a variety of reasons*!" Some donors be-
lieve that trade is better than aid for reducing poverty, and that
companies respond better to individual and community needs
through the open market than through pre-programmed grant
assistance. The main motivation, though, is to direct off-budget
financing' (debt) and private assets to increase their overall
resources for development ™" Aside from grants, the most

11 When a government supports debt, only the initial cash infusion from
the government shows on public annual budgets/spending. The rest — the
largest part — of the loan/debt is “off budget” or “off balance sheet”.

common private-sector development finance supported by Eu-
ropean donor governments'? and the EU institutions are loans,
risk guarantees, equity and capital X%

The EU’s criteria for supporting private-sector actors can be
summarised as follows:""

1. Private, commercial development finance must advance
development goals cost-effectively; this requires trans-
parency in objectives, monitoring, evaluation and results
measurement.

2. Without public support, private enterprise would not under-
take the action or investment, or would not do so on the
same scale, at the same time, in the same location or to
the same standard.

3. The support given should not distort the market and should
be awarded through an open, transparent and fair system.
[t should be temporary in nature, with a clearly defined exit
strategy.

4. Partnerships with the private sector have to be based on
cost effectiveness, shared interest and mutual accounta-
bility for results. The risks, costs and rewards of a joint
project have to be shared fairly.

5. Private-sector activities should clearly catalyse market de-
velopment by encouraging other private-sector actors to
replicate and scale up development results.

6. Private enterprises receiving support must demonstrate
compliance with environmental, social and fiscal standards,
including respect for human and indigenous rights, decent
work, good corporate governance and sector-specific norms.

These criteria are not being routinely observed. Across the EU,
private-sector investment with public money is largely non-trans-
parent and unaccountable.™ " According to CONCORD’s nation-
al platform surveys, only four national private-sector strategies
include a focus on accountability and compliance with human
right standards. This raises several concerns, for example:

e |oans and debt financing by developing country entities
can perpetuate the macro-economic dynamics that per-
petuate poverty — a risk that is increasing for developing
countries."¥ Donors, development finance institutions and
other institutional investors in commercial activity actually
increase economic volatility, rather than ensuring predic-
table, sustained aid."

e Transferring public funds to commercial interests may redi-
rect poverty-reduction funds for use and profit by corporate
investors rather than by those living in poverty.

e Providing companies with guarantees may reward company

12 Belgium, Denmark, Finland, France, Germany, Ireland, the Nether-
lands, Norway, Spain, Sweden, Switzerland, the United Kingdom.
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failure rather than ensuring poverty-reducing results."
Without continued support after start-up, businesses and
business partnerships themselves have high failure rates,
especially when entering a new context, thus wasting pu-
blic resources that could otherwise be applied directly
to poverty reduction. A World Bank evaluation of its in-
vestment in companies specialising in information and
communications technology found a 70% failure rate due
to poor design, excessive complexity and the neglect of
the country’s social, economic, and cultural context, its
capabilities and its needs, among other reasons. When
a business fails and start-up funds are gone, the com-
munity that has come to rely on those services is left as
bereft as before.

CONCORD is discouraged at the lack of attention paid to these
issues by EU governments as they increase the use of ODA
both to encourage private companies to expand their opera-
tions in developing countries and to leverage private capital.
Transparency and accountability are absolutely essential for
achieving sustainable development results, because public
spending on private commercial activity is highly risky and
problematic.

According to the CONCORD AidWatch survey, EU-13 mem-
ber states in particular have prioritised private-sector de-
velopment as a key aid-effectiveness topic in the run-up
to the next HLM in Nairobi. While traditional development
actors are held closely accountable, laissez-faire capitalism
seems to apply to the private sector."" Although CONCORD
welcomes open and more inclusive partnerships, this should
not come at the expense of traditional partners, such as civil
society.

Measuring non-ODA amounts as part of a broader effort to
measure Total Official Support for Sustainable Development
(TOSSD) — a new measurement being developed by the OECD
DAC — could be helpful for understanding donor development
finance overall. To prevent the dilution and diversion of ODA
itself, however, TOSSD accounting needs to remain separate
and balanced apart from ODA.M" Currently, TOSSD conflates all
private resources for which there is public support, rather than
just the official subsidy component.“

SUSTAINABLE DEVELOPMENT PRINGIPLES FOR PPPS
In addition to the private-sector concerns described above, Pub-
lic-Private Partnerships (PPPs) present specific challenges:*

e PPPs are, in most cases, the most expensive form of fi-
nancing; they drain public budget resources more than
other forms of development finance.

e PPPs are time-consuming, complex and costly to negoti-

ate, which both increases costs and reduces transparency.
Complex instruments diffuse accountability and make it
easy to hide ineffectiveness and corruption.
e PPPs can pose a huge financial risk to the public sector.
e There is very little evidence of PPP impact or efficiency.
Because PPP success is measured mainly by profitability,
sustainable development and poverty reduction impacts are
secondary considerations. Safeguards to mitigate harm are of-
ten poorly implemented and enforced, and the absence of civ-
il society consultation and accountability mechanisms makes
negative impacts more likely.""

When using public-backed private finance™" there is a need
to agree and implement sustainable development and develop-
ment effectiveness principles, as well as human rights obliga-
tions, in order to:

e Ensure that all development finance advances sustainable
development and reduces poverty;

e Ensure that private commercial interests promote social,
economic and environmental development objectives;

e Minimise risks for people and the environment;

e Ensure transparent and accountable processes for the use
of all public money;

e Ensure that all development finance builds on development
effectiveness principles, including country ownership, un-
tying aid, and strengthening national government systems;

e (Contribute to low-emission development pathways and in-
crease the resilience of local community coverage.

Investing public resources in PPPs or blending facilities may
represent a significant opportunity cost for both partner coun-
tries” budgets and EU ODA, and may lead to a shift in geograph-
ic or sectoral priorities.

HOW GOULD PUBLIC RESOURGES BE USED EFFEGTIVELY TO MOBILISE
PRIVATE SUPPORT FOR SUSTAINABLE DEVELOPMENT?

The EU itself, other public bodies (development finance insti-
tutions) and the private companies they partner with should
honour existing standards and principles which have been de-
veloped and agreed based on knowledge of effective practices,
including the following:

e OECD Guidelines for Multinational Enterprises;

e |LO conventions and standards;

e Maastricht Principles on the Extraterritorial Obligations of
States in the Area of Economic, Social and Cultural Rights;

e FAQ Voluntary Guidelines on the Responsible Governance
of Tenure of Land, Fisheries and Forests in the Context of
National Food Security; and

e UN Guiding Principles on Business and Human Rights.
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13

MMENDATIONS:

The EU and its member states should agree on an ambi-
tious and action-oriented joint position to ensure that the
Nairobi HLM delivers a plan to accelerate progress and
foster inclusive development partnerships. Concrete time-
tables for meeting the EU'’s Paris, Accra and Busan com-
mitments, including fully untying aia, aligning with country
budget systems and enhancing inclusive, broad-based
models of local and national ownership.

The EU must ensure that new financing mechanisms, such
as the EUTFs, are guided by development effectiveness
principles, in particular, ownership and alignment.

The EU and its member states need to follow the rec-
ommendations put forward in this report, to honour their
commitments to aid quality and quantity, and to improve
transparency and ensure accountability for development
results, in cooperation with developing countries and civil
society. Civil society is a knowledgeable partner, tireless
in its pursuit of poverty reduction and sustainable devel-
opment. EU governments would be well advised to accept
our time and expertise in support of Europe’s global de-
velopment aims.

In 2016, CONCORD and leading CSOs have put forward
detailed recommendations to ensure that OECD DAC
reform leads to a principled approach to the use of aid
in leveraging private finance.” The EU and its member
states should implement these recommendations, to
ensure that ODA remains credible, transparent and ac-
countable.

The EU and its member States should fund transparent,
independent evaluations enabling local stakeholders to
assess the cost-effectiveness and the impact of pri-
vate-sector, commercial, development financing activi-
ties. An action plan with clear indicators is required for
implementing the recommendations put forward in 2014
by CONCORD*"and in 2015 by leading NGOs.**V

The OECD DAC and EU donors should implement specific
CONCORD recommendations, made in 2016, on monitor-
ing and reporting on private-sector development finance.
b b YAmong  other things, the action plan should
include implementation guidelines for human rights due
diligence as a binding framework for business enterpris-
es, including steps to be taken with respect to their sub-
sidiaries, suppliers and distribution channels.

The EU and its member states should work with the UN's
Development Cooperation Forum (DCF) to develop a review

See Oxfam, CONCORD, et al. Recommendations on the Development

Assistance Committee’s Approach to Incorporating Private Sector Instru-
ments in ODA. June 2016.

mechanism to assess and monitor progress, identify gaps,
and promote accountability for PPPs; and with the GPEDC
fo establish an accountability architecture that would facil-
itate engagement by stakeholders, especially civil society,
and that would ensure that all development finance re-
duces poverty and advances sustainable development.”*
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D. GLIMATE FINANGE AND AID

GLIMATE FINANCE COMMITMENTS OVERVIEW

The United Nations Framework Convention on Climate Change
(UNFCC) Articles 4.3 and 4.4 commit developed countries to
providing new and additional financial resources to help devel-
oping countries tackle climate change. Funding that addresses
climate change, reduces poverty and achieves sustainable de-
velopment requires at least US$ 1 trillion more each year than
is currently being spent.™

In 2015, several overlapping global commitments that affect cli-

mate and development finance were either agreed or confirmed:

e EU donor governments reaffirmed their commitment to
increase ODA levels to 0.7% of ODA/GNI. ODA may be
directed to climate action if it meets other ODA criteria;*™

e The UN’s sustainable development goals identified targets
for climate action and energy;

e The Third International Conference on Financing for Devel-
opment’s AAAA addressed a wide range of financing for
the SDGs, climate action and development overall; and

e At the United Nations Climate Change Conference (COP 21),
developed country parties were urged to scale up their level of
financial support and provide a concrete practical roadmap to
achieve the collective goal of US$ 100 billion annually by 2020
to help developing countries address climate change, and to
maintain this level of funding until at least 2025.2%

e Governments also committed in the Paris Agreement (Arti-
cle 2) to make all finance flows “consistent with a pathway
towards low greenhouse gas emissions and climate-resil-
ient development”.

These agreements overlap on what this report calls “climate
ODA,” which meets OECD DAC definitions for ODA while helping

to contribute to developed-country obligations (under UNFCCC
Articles 4.3 and 4.4) to provide new, additional funds to help
developing countries address climate adaptation and mitigation.

CHALLENGES AND INCONSISTENCIES IN CLIMATE FINANCE REPOR-
TING

To have financial resources that are predictable, sustainable
and effective requires transparent, effective measurement,

14 This US$ 1 trillion estimate is a subset of all the resources needed to
address climate change, reduce poverty and achieve sustainable develop-
ment. The AAAA states: “Investing in sustainable and resilient infrastruc-
ture, including transport, enerqgy, water and sanitation for all, is a pre-re-
quisite for achieving many of our goals. To bridge the global infrastructure
gap, including the US$ 1 trillion to US$ 1.5 trillion annual gap in developing
countries, we will facilitate the development of sustainable, accessible and
resilient quality infrastructure in developing countries through enhanced
financial and technical support.”

reporting and verification.”™" To help see whether EU climate
contributions really are “new and additional”, or whether they
displace other EU ODA priorities, CONCORD Europe last year
urged the EU and its member states to define climate finance
jointly. This has not happened, noris there a commonly agreed

definition of what constitutes “effective” climate finance. ' XV
LXXV

Climate finance is opaque because different financing sources
use different delivery channels and instruments, varying defini-
tions of climate finance, and different systems and methodolo-
gies for reporting.”™ “Climate finance” could refer to any local,
national or transnational resources that address climate change
either by reducing greenhouse gas emissions or by helping
countries mitigate or adapt to the effects of climate change. This
report looks specifically at the US$ 100 billion COP18 commit-
ment (updated at COP21) made by developed countries, which
donors interpret as including a wide variety of public, private, bi-
lateral, multilateral and alternative sources, although they must
not divert funds from other ODA purposes.2*V!

The UNFCCC has attempted to harmonise and standardise cli-
mate finance reporting, and COP21 includes a commitment to
“develop modalities for the accounting of financial resources
provided and mobilised through public interventions”.'® De-
veloped countries’ biennial reports to the UNFCCC for climate
finance do not cross-reference the SDGs, nor do they enable
clear, consistent or easy tracking of climate ODA separately
from climate finance overall. They do attempt to measure and
report the actual amounts allocated to climate finance, even
when a project also funds other, cross-cutting and non-climate
issues. This makes the UNFCCC more precise for climate fi-
nance, if not for climate ODA.>XVi

The OECD DAC standardises and harmonises definitions and
methodologies for reporting ODA. It has developed so-called
“Rio markers” for indicating which ODA projects include climate
mitigation or adaptation. These help with tracking the subset of
overall climate finance that comes from the ODA of OECD DAC
donors, including the EU and its member states."** They do
not, however, disaggregate climate- versus non-climate-related
spending within a project to reveal the actual volume of project
funds targeting climate action."** In theory, if climate change

15 A working definition given by the UN Standing Committee on Climate
Finance can be used to improve EU climate-finance reporting.

16 “Climate finance aims at reducing emissions, and enhancing Sinks,
of greenhouse gases and aims at reducing vulnerability of, and main-
taining and increasing the resilience of, human and ecological systems
fo negative climate change impacts.” UNFCCC Standing Committee on
Finance (2014), Biennial Assessment and Overview of Climate Finance
Flows Report.
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is deemed to be one of the main objectives of a project, then
100% of the budget can be counted using the Rio policy marker,
and if climate change is considered to be a significant objective,
then 40% of the budget may be counted. An activity may have
more than one principal or significant policy objective, i.e., it
can be marked for several Rio policy markers. Even within the

EU, however, donors do not use the Rio markers consistently.
LXXXI, 17, LXXXI

Quality assurance of the reporting process and of the public
disclosure of the underlying data varies, as does adherence to
UNFCCC and OECD DAC guidelines.”™ " At present, not all EU
member states report to the OECD DAC, and not all OECD DAC
members use Rio markers for reporting climate finance. Even
those that use Rio markers do not necessarily account for them
quantitatively in the same way."*V Adaptation Watch®* has
found rampant misreporting of ODA-related projects directed
principally or significantly toward climate action, when many
were only tenuously linked to climate change, and it has called
for clearer and more stringent UNFCCC guidelines. The Climate
Action Network also finds reported climate financing mislead-
ing, with insufficient detail to allow comprehensive or consistent
monitoring, verification or evaluation,”*V

CONCORD AidWatch finds climate finance and climate ODA
reporting in the EU often inconsistent, unclear and/or unre-
liable. CONCORD national platforms found wide variations in
how the EU and its member states report climate finance and
climate ODA. Some disaggregate climate ODA by calendar
year, but others provide multi-year data in their reports, such
as the UK, which reports £3.87 billion for the International
Climate Fund for the period 2011-2014. Some EU member
states separate adaptation and mitigation (e.g. Austria, Bel-
gium, Finland, Germany and Portugal), while others do not
(e.g. Bulgaria, the Netherlands, Slovakia and the UK). Some
report “cross-cutting” and “other” climate finance amounts
in addition to adaptation and mitigation, while others do not.
Some release public reports that seem to conflict with their
OECD DAC reporting. One assessment indicates that only
75% of German mitigation projects in 2010-2012 can be
said to have any climate relevance at all."*"" |n addition,
several EU member states (e.g. Austria and France) seem
to be increasing climate finance largely through non-grant,
non-0DA financial mechanisms, such as loans, guarantees
and equity, where reporting standards vary widely and it is
often impossible to obtain sufficient detail to verify for ac-
countability.

17 “Principally” denotes Rio Marker 2 projects and “significantly” de-
notes Rio Marker 1 projects.

IS CLIMATE ODA DRAINING EU ODA?

Using OECD DAC data, CONCORD AidWatch finds that, overall, bi-
lateral climate-related ODA commitments by all donors reporting
to the OECD DAC have been increasing since 20072 From
2013 to 2014, the volume of bilateral climate-related ODA in-
creased more (24%) than overall ODA volume (1%)."® 1920 This
suggests that donors are prioritising climate ODA more than other
forms of ODA.

From 2013 to 2014, four EU member states — France, Ireland,
Italy and Luxembourg — increased their climate ODA while de-
creasing ODA as a whole.

From 2013 to 2014, five EU member states increased both bi-
lateral climate-related ODA and ODA as a whole: Belgium, Den-
mark, Finland, Germany and Sweden.

18 2013 and 2014 were the latest years for which OECD DAC project
data was available at the time of this analysis. Calculations based on 2013
constant US$.

19 EU institutions, plus Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech
Republic, Denmark, Estonia, Finland, France, Germany, Greece, Ireland, Italy,
Latvia, Lithuania, Luxembourg, Malta, Netherlands, Norway, Poland, Portugal,
Romania, Slovak Republic, Slovenia, Spain, Sweden, Switzeriand, United King-
dom.

20 Total bilateral ODA flows “Rio marked” to identify whether they target
climate change as a principal or significant objective. The Rio markers
indicate donors’ policy objectives in relation to each aid activity. 100%
of the commitments are accounted for as climate-related development
finance when Rio marked, either as principal or significant. A principal
objective (mitigation or adaptation) score is given when promoting the ob-
Jectives of the UNFCCC is stated in the activity documentation to be one
of the principal reasons for undertaking the activity, meaning that, but for
that objective, the activity would not have been funded. Activities marked
“significant” have other prime objectives, but have been formulated or ad-
Justed to help address climate concerns. The markers allow an approxi-
mate quantification of aid flows that target climate objectives. In statistical
presentations, we suggest showing figures for principal and significant
objectives separately.
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GRAPH 4. GLIMATE FINANGE, DEVELOPMENT FINANGE, ODA AND CLIMATE 0DA
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Source: CONCORD AidWatch analysis of OECD DAC Climate-Related-Finance Project Data, downloaded 20 July 2016.

GRAPH 6. MEMBER STATES WITH INCREASED CLIMATE ODA AND OVERALL ODA
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Source: CONCORD AidWatch analysis of OECD DAC Climate-Related-Finance Project Data, downloaded 20 July 2016.

From 2013 to 2014, six entities decreased their bilateral climate ODA while maintaining or increasing ODA as a whole: the Czech
Republic, the EU institutions, Greece, the Netherlands, Slovenia and the UK.

GRAPH 7. MEMBER STATES WITH DECREASED CLIMATE ODA AND INCREASED OVERALL DA
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Source: CONCORD AidWatch analysis of OECD DAC Climate-Related-Finance Project Data, downloaded 20 July 2016.
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GRAPH 8. MEMBER STATES WITH DEGREASED CLIMATE ODA AND OVERALL 0DA
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Comparison data were not fully available for Lithuania.

From 2013 to 2014, Austria, Poland, Portugal and Spain de-
creased both ODA and bilateral climate ODA.

When the OECD DAC climate ODA data for 2014 are sorted
for volumes marked principally for adaptation or mitigation (but
not both), EU member states report allocating to adaptation an
amount equivalent to about one-fifth of the amount of ODA they
allocated to mitigation. At the same time, the 2015 EU Account-
ability Report indicates a 40:60 adaptation:mitigation ratio.2**
Whichever figure more accurately represents actual volumes,
more work must be done to achieve a 50-50 balance between
adaptation and mitigation.

RECOMMENDATIONS:

e The EU must immediately take action with its member
states, the OECD DAC and UNFCCC to improve, strengthen
and harmonise the systems for tracking, measuring, re-
porting and verifying climate ODA in donor and developing
countries, and to ensure that climate ODA is truly new and
additional to other ODA priorities. Specifically:

e Ensure that only climate-specific (portions of) ODA-fund-
ed measures are reported in the context of meeting
UNFCCC obligations, in order to reduce over-counting,
especially for measures where climate action is only one
of many objectives (Rio Marker 1 measures).

* In reporting ODA funds in the context of meeting UN-
FCCC obligations, include consistent, comprehensive
information on finance on the basis of grant equiva-
lent and/or budgetary provisions (i.e., put into practice
the intention expressed by donor countries in 2015
when they agreed on accounting methodologies in
the context of the US$ 100-billion-a-year promise).
Such measures will improve the transparency and ac-
countability of both climate and development financ-
ing, and the credibility of actions by the EU and its
member States in support of both.

CLIMATE ODA < OVERALL 0DA 3

-40% -30% -0%
Source: CONCORD AidWatch analysis of OECD DAC Climate-Related-Finance Project Data, downloaded 20 July 2016.
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As indicated at the outset, CONCORD AidWatch is deeply con-
cerned about the development finance actions taken by the EU and
its member states in the past year. The continued failure to meet
ODA obligations means persistent global poverty, hunger, human
rights failures, the exacerbation of conflict, increased emergency
migration, refugee flight and a great deal of other harm to people
and to human development in general. The drive to find additional
resources for development presents opportunities whose risks of
harm are not presently being mitigated, and history demonstrates
the unfortunate consequences that result when governments rush
headlong into insufficiently mitigated risks. Increasing the complex-
ity of what counts as ODA, and blurring the picture of development
finance with new development-related spending measures by
donor governments, makes it even harder to achieve sustainable
development results. At the same time, the failure of development
finance decision-making to ensure transparency or accountability
is effectively reducing or ruling out the participation of civil society
around the world in influencing matters that are of fundamental
importance for the well-being of all people.
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MAIN CHANGES IN 2015

In 2015 the EU institutions delivered €13.8 billion in develop-
ment assistance, including €1.5 billion in addition to member
states’ core budget contributions. At the FfD Conference in July
2015 in Addis Ababa the EU unilaterally re-committed itself to
achieving the decade-old development target of 0.7% of ODA/
GNI, with a new deadline of 2030, and it reaffirmed the 0.20%
ODA/GNI target for Least Developed Countries (LDCs). It failed,
however, to deliver on more ambitious aid commitments, and,
like some others, it failed to meet the original 2015 deadline.

To date, the EU has not proposed a joint action plan for im-
plementing its development effectiveness commitments. Ins-
tead, with the launch of major new private-sector investment
initiatives at the Addis FfD Conference — such as the Agriculture
Financing Initiative (AgriFl) and the Electrification Financing Ini-
tiative (ElectriFl) — it has increased the use of new, untested
types of financing mechanisms.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

Europe is currently experiencing a political and structural crisis
caused by its lack of capacity to cope with an acute increase in
mixed inward migration. The perceived “crisis” with migrants and
refugee of 2015 heavily influenced the shape of EU aid. Develop-
ment policy is increasingly guided by migration and security agen-
das. A number of new policies and instruments focusing on mi-
gration were launched, such as new EU trust funds which draw on
considerable funding from the European Development Fund (EDF)
and the EU budget, the EU-Turkey deal, and, in July of this year, a
new migration partnership framework that raises concerns about
the core development effectiveness principles, in particular those
on ownership and alignment. Included in this is the European Exter-
nal Investment Plan, launched by President Juncker in his State of
the Union address, which introduced a new instrument that would
use aid to offer guarantees for leveraging private finance.

In the security and development agenda, the new ODA definition
adopted by the OECD-DAC in February 2016 has blurred the
line between ODA and military expenditure. The EU has been

quick to release communications outlining positions on secu-
rity-sector reform and on aid for developing the capacity of both
civilian and military personnel in the security sector. It has in-
creased the budget for the Instrument contributing to Stability
and Peace (IcSP), and has made changes that allow military
involvement under certain circumstances. The longer-term im-
plications of these changes for the effectiveness and credibility
of EU aid is troubling for many CSO groups.

The EU institutions are currently facing what is arguably one of
the biggest challenges in their history. Brexit and its potential re-
percussions — including on the membership of other EU coun-
tries, the migratory pressures on the EU and the rise of populist,
anti-immigration and anti-EU parties in a number of EU member
states — are just some of the issues that have had a far-reaching
effect. The EU now needs to ensure that it stands firm on its prin-
ciples, commitments and actions, and that it continues to support
international solidarity and to live up to its responsibilities as a
bloc consisting of most of the wealthiest nations in the world.

The EU and its MSs should meet their existing aid commit-
ments (0.7% for EU-15; 0.33% for EU-13) by 2020 and
should allocate at least 0.15% of GNI to LDCs by 2020,
and 0.2% of GNI by 2025.

The EU institutions should lead on introducing — and encou-
raging MSs to endorse — a joint action plan to accelerate the
implementation of the development effectiveness principles.
The EU and its MSs should commission an independent
review of the development impact and comparative advan-
tages of EU private-sector and blending mechanisms, as well
as EU trust funds, vis-a-vis other modalities or alternatives.

EU INSTITUTIONS - GENUINE AND INFLATED AID
(€ MILLION, CONSTANT 2014)
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MAIN CHANGES IN 2015

Austria’s ODA has risen from 0.28% in 2014 t0 0.35% in 2015.
This growth results from aid inflated by funds allocated to refu-
gees arriving in and passing through Austria. Refugee costs in
Austria accounted for approximately one-third of total ODA in
2015, while the programmable budget of the Austrian Devel-
opment Agency was only 6.2%. A timetable for reaching 0.7%
ODA, which was announced by the Austrian government early
in 2015, is still not (publically) available.

In 2015, the Austrian government announced an increase in the
Foreign Disaster Relief Fund (Auslandskatastrophenfonds) from
€5 million to €20 million. However, there is still no strategy on
how to spend this money more efficiently through medium- and
long-term planning. Disbursement decisions are mainly made
on an ad hoc basis by the council of ministers.

Although Austrian officials announced that they would follow the
recommendation of the DAC peer review not to include debt re-
lief in their forecast scenario before this had been agreed in the
Paris Club, the latest Austrian forecast shows a huge increase
in ODA — due to an “anticipated” cancellation of Sudan’s debt,
which is not likely to happen and has not been decided on by
the Paris Club.

Austria has decided to make remarkable contributions to EU
trust funds such as the Madad Fund for Syria or the EU Africa
Trust Fund. A large portion of these contributions is taken from
existing development instruments, but repeated overlapping an-
nouncements make it difficult for the public to understand this.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

In 2016 the government announced a “doubling” of the budget
of the Austrian Development Agency (ADA) within the next five
years (an annual increase of €15.5 million). After several cuts in
recent years, this can be seen as a first step in the right direc-
tion. However, it is not clearly mirrored in the multi-year budgetary
plan. Increases will reportedly be used for programmes to support
returning refugees, for example in Irag, Afghanistan and North
Africa. It is not known whether existing (and underfunded) priority
countries/regions or strategies will also benefit from the increase.

The Austrian government claims it is implementing the SDGs
through a “mainstreaming approach”. Rather than establishing

AUSTRIA

new structures, responsibilities or an overarching strategy, the
SDGs are supposed to be incorporated into existing strategies.
How this will be put into practice, and how potential gaps are
going to be addressed, is as yet unclear. Even though the gov-
ernment plans to include civil society in this work, no steps have
yet been taken to do so.

The three-year programme for Austrian development policy in
2016-2018 has come into force. Most of it is built on a par-
ticipatory process involving a broad range of stakeholders, but
migration and volunteers were added as new priorities after
consultation.

The Austrian government should:

Fulfil the government’s commitment to raise ODA to 0.7%
of GNI, and should draw up and publically announce a bin-
ding timetable for reaching this goal;

Make plans for spending new ADA money more transparent
and build mainly on existing programmes and Strategies;
Focus all development programmes exclusively on the goal
of fighting (multidimensional) poverty and inequalities;
Develop a strateqgy for the Foreign Disaster Relief Fund in
order to provide predictable financing in keeping with the
commitments it made at the World Humanitarian Summit;
Develop a general overall government Strategy to imple-
ment the SDGs, with broad participation by civil society.

AUSTRIA - GENUINE AND INFLATED AID
(6 MILLION, CONSTANT 2014)
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BELGIUM

MAIN CHANGES IN 2015

More with less

Belgium’s ODA has been in decling since 2010, when it peaked at
0.64% of GNI. From 2014 to 2015, ODA decreased from 0.46 %
to 0.42% of GNI. Aithough the minister agrees that ODA is needed,
there is a lack of leadership on the aid budget. The minister believes
that private sector financing is part of the answer and that public
funds should also be used to leverage private finance. Humanitarian
Impact Bonds, for example, have been created for this purpose.

Fragile states

The development cooperation minister wants more impact,
especially in fragile states. In Burundi, where Belgium is the
biggest bilateral donor, he has suspended several development
programmes since the crisis started there. He announced that
some of the funds would be channelled into other activities to
support the people of Burundi, but struggled to conceptualise
this. Belgian CSOs are worried that the money saved by sus-
pending the programmes will be used to finance previously
announced budget cuts. The Belgian response to the crisis in
Burundi raises questions about the renewed focus on fragile
states, which should lead to more than simply cutting aid.

SDG - private sector

The Ministry of Development Cooperation is focusing the 2030 SDG
agenda primarily on its own priorities, such as multi-stakeholder
partnerships with the private sector. Although the private sector is
indeed a key actor in bringing change and expertise within devel-
opment countries, this does not mean that participation should be
narrowed down to partnership. Civil society is concerned about the
lack of participation in the broader picture, for example in the design
of the national implementation strategy for the whole of the 2030
Agenda. While Belgium will also continue to support the local pri-
vate sector in its partner countries — through the Belgian Investment
Company for Developing Countries, which has been opened up to
private investors — this should not lead to tied aid.

21 21 April 2016, High-Level Thematic Debate on Achieving the Sus-
tainable Development Goals (United Nations, New York), http.//www.
alexanderdecroo.be/belgisch-engagement-voor-de-sustainable-develop-
ment-goals/
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TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

All budget lines will be cut in the future. How will it be possible
to increase impact without a steady budget and with a decline in
human resources? Refugee costs will further drive up ODA arti-
ficially, even though they come under the responsibility and the
budget of the secretary of state for asylum and migration, not the
minister for development cooperation. The minister will continue
to focus on the private sector, but he also points out that the im-
plementation of SDG 16, on peace and development, linked with
a focus on fragile states, will be a major challenge in the future.

The Belgian government should:

To meet international and national commitments, reverse
the decline of ODA and stop the erosion of the budget of
the development cooperation department;

Develop a vision and a strategy on the different forms of
support for fragile states and adapt the existing policy ins-
fruments accordingly, to prevent simple budget cuts from
being the sole policy response when relations with central
governments are under pressure;

Focus on supporting the local private sector, and guarantee
transparency in the partnership with the private sector;
Ensure an integrated, coherent national Strateqy covering
the full range of policies and actions — both internal and
external — in order to implement 2030 Agenda;

By developing a whole-of-government approach to conflict
and development, ensure that all foreign affairs instru-
ments of have the same focus on and understanding of
sustainable development in partner countries.

BELGIUM - GENUINE AND INFLATED AID
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BULGARIA

The goals of the Bulgarian government in the area
of development cooperation policy are within the
framework of the EU and the UN. At the same
time, these goals take national interests into
consideration. The aid provided by Bulgaria takes
into account the achievements of EU law in this
respect (the fight against poverty, strengthening
sustainable development and economic integra-
tion), and it should be in accordance with agreed
global commitments — the Millennium Develop-
ment Goals and Sustainable Development Goals...

— Excerpt from the answer given by Mr Daniel Mitov, Minister for
Foreign Affairs of Bulgaria, to a question in parliament (March 2016)

MAIN CHANGES IN 2015

From 2014 to 2015, aid has increased. As a percentage of
GNI, at 0.08% it remains the nearly same as in 2014. Most
of the aid (96.58%) is provided through multilateral channels,
including various UN agencies, the EU and other financial insti-
tutions. ODA spending through bilateral channels has increased
significantly, to 3.42% of total spending (0.7% in 2013 and 2%
in 2014). This progress is a response to the recommendations
made to the government last year by the Bulgarian Platform
for International Development (BPID), and reflects efforts by the
government to meet the demands of beneficiary countries.

The geographical coverage of Bulgarian aid delivered through bi-
lateral agreements included countries from the Western Balkans
(37% of the aid through bilateral channels), the Black Sea region
(34), Vietnam, Afghanistan and Iraq. Several regional initiatives
were also supported (15%), as were thematic projects relating
to infrastructure, entrepreneurship, culture, children, healthcare,
water sanitation and improving administrative capacity. This va-
riety of funded initiatives is based on the improved capacity of
the dedicated departments within the Ministry of Foreign Affairs
(MFA)?? and better cooperation with the Ministry of Finance. The
Ministry of Foreign Affairs was thus able not only to plan but also
to carry out particular development cooperation actions.

Communication with CSOs has intensified. In 2015, the MFA
and BPID signed a memorandum of understanding on the ex-
change of information and support for the implementation of
actions in other countries. In addition, within the framework
of the European Year for Development 2015 the partnership

22 Unless otherwise noted, the acronym MFA in these country pages
refers to the national Ministry of Foreign Affairs.

AUTHOR: BPID - VENTZISLAV KIRKOV

between the MFA, the Diplomatic Institute and BPID was also
strengthened, with planned activities carried out in cooperation
with one another.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

Despite the intensification of development cooperation initia-
tives, and good collaboration with CSOs, the involvement of the
non-governmental sector in the implementation of specific ac-
tions is not sufficient. To a great extent, this is due to the lack
of an appropriate legal framework and specific regulations. This
issue needed to be addressed. A process for introducing regula-
tory changes was started at the end of 2015/beginning of 2016.

The mid-term programme for Bulgarian participation in devel-
opment cooperation and humanitarian aid ended in 2015; coor-
dination of new programme for the period 2016-2019 started in
late 2015 / early 2016. The document set the main geographic,
sector and thematic priorities and emphasised the importance
of bilateral channels. The role of CSOs in programme imple-
mentation is also shifted and thus underlines the importance for
adoption of relevant legislation.

RECOMMENDATIONS

The Bulgarian government should:

*  Adopt a specific legal framework for international develop-
ment as a basis for the full inclusion of all partners in the
implementation of the policies set;

e When implementing development cooperation polices,
shift the mutual benefits of donors and beneficiaries;

e Increase and sustain the visibility of Bulgarian efforts on
development cooperation.
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GROATIA
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Most of the international development cooperation
actors come from small or medium-sized donors
and their importance is impossible to ignore [...].
Small donors are usually more cautious in allo-
cating the aid and monitoring its implementation,
which leads to concrete results.

Vesna Pusi¢, Deputy Prime Minister and Minister for Foreign
and European Affairs

MAIN CHANGES IN 2015

A draft Strategy for International Development Cooperation was
published by the former government, but it has never been con-
firmed by the parliament. The Croatian Ministry of Foreign and
European Affairs did not release any ODA data in 2015, in spite
of CROSOL’s repeated requests to do so.

In terms of aid delivery, the situation has not changed signif-
icantly since 2014. Structural problems remain an issue. The
capacity to implement and deliver development projects at na-
tional level remains weak — a problem that affects both the gov-
ernmental and non-governmental sectors. Moreover, in 2015
the Croatian Ministry of Foreign and European Affairs complete-
ly stopped funding civil society organisations working on inter-
national development issues.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

At the moment the ongoing political situation in Croatia makes
it extremely difficult to predict what the situation regarding ODA
will be in 2016 and beyond. The new coalition government took
office in January 2016, and the ODA budget within the Minis-
try of Foreign and European Affairs was severely cut. Croatia
will have an early general election in September 2016, and it
is uncertain what the outcome will be. The ODA strategy and
commitment to reaching the EU13 countries’ ODA targets will
depend very much on this.

RECOMMENDATIONS

The Croatian government should:

e Make development spending data for the previous year avai-
lable by the middle of the current year, so that the national
platform, CROSOL, can produce a complete Aid Watch report;

e Step up efforts to increase aid and to honour Croatia’s
commitments;

e Supportthe development effectiveness commitments agreed
at Busan, and adopt the Strategy to implement them across
all aspects of Croatia’s development cooperation policy.

CROATIA - GENUINE AND INFLATED AID
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GYPRUS

Cyprus is committed both nationally and as an EU
member to implementing the goals and targets of
the UN post-2015 development agenda.

President Anastasiades at the New York SDG summit

MAIN CHANGES IN 2015

2015 witnessed pivotal developments in the post-2015 agen-
da. Cyprus participated throughout the consultation process at
the global meetings, culminating in the president’s trip to Paris
and New York for the adoption of the UN SDGs and the bind-
ing agreement at COP21, with committed proclamations that
showed a genuine interest in their aims. However, the practical
economic reality of Cyprus has put these aspirations on hold, in
terms of both resources and political resolution. Domestically,
Cyprus had cut non-essential — and even semi-essential — pub-
lic-sector services to balance the budget during the economic
adjustment programme which was successfully concluded in
the first semester of 2016. State-funded ODA was then a victim
of the “rationalisation process” in both the economic and admin-
istrative spheres. The Cyprus Aid Department was transferred to
the Department of Programming, which was itself transformed
into the Directorate-General for European Programmes, Coordi-
nation and Development.

Refugees largely avoided Cyprus in 2015. During the big march
towards Greece and other EU countries, a number of refugees
ended up in Cyprus, mainly owing to rescue efforts (342 Syri-
an refugees). Provisional food and shelter were provided while
asylum applications were processed. However, those costs were
not counted as ODA.

In 2015 Cyprus allocated approximately €15 million to ODA,
although the official figures were due to be released in the au-
tumn of 2016. This is a provisional estimate, based on previous
years, both in volume and as a percentage of the country’s GNI
(0.10%). Refugee costs could account for the majority of any
increase. The 2016 data update brings home the point that a
yearly update of the ODA figures should become standard prac-
tice as a first step to increasing accountability and government
effectiveness.

Since 2013, no official ODA budget data have been published by
any ministerial statistical service (2014 data were provisional).
Officers from the Department of Development Cooperation in
Cyprus’s MFA, however, confirmed that data are being gathered
by all government departments. An update was to be available
in the second half of August 2016. Provisionally, we have been
asked to use the data from 2014 (2013).

AUTHORS: GYINDEP - LORRAINE MARRIOTT

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

Since Cyprus has successfully exited the adjustment pro-
gramme in 2016, a degree of normalcy in its ODA obligations
may return, probably beginning, slowly, in 2017 — always as-
suming no new crisis hits. According to MFA Department of De-
velopment Cooperation officials, the government provides only
those financial contributions necessary to fuffil its institutional
obligations to the EU, i.e., those for the EDF and the EID. CYIN-
DEP, the Cyprus Island-wide NGO Development Platform, has
successfully concluded the EYD2015 project with the MFA and
maintains its cordial relationship with the Ministry of Develop-
ment Coordination.

RECOMMENDATIONS

The government of Cyprus should:

°  Continue the meetings of coordination body to set up a
new strategic vision of development coordination for Cy-
prus, in accordance with the new Sustainable Development
Goals and the government’s new administrative structure;

*  Resume budgetary allocations with a view to reaching and
surpassing the target of 0.7%,

e Endorse the International Aid Transparency Initiative (IAT])
Standards and ensure that ODA expenditure is consistently
available yearly and is transparent.
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GZEGH REPUBLIC
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In general, the Czech Republic belongs to the
countries that are very active in the areas of deve-
lopment cooperation and humanitarian aid at the
diplomatic level. Obviously, we might provide more
financial resources. It is a question of priorities.
Czech Prime Minister Bohuslav Sobotka

MAIN CHANGES IN 2015

Total Czech ODA disbursements in 2015 amounted to €178.17
million which represents a slight increase in the ODA:GNI ratio,
from 0.11% to 0.12%. This was mainly thanks to the Czech con-
tribution to the EU trust funds for Syria and Africa. Multilateral aid
continues to represent the lion’s share of the aid budget (65% in
2015), although the share of bilateral ODA channelled through
international organisations multiplied by nearly five times. Only
about 37% of bilateral ODA was implemented by the Czech De-
velopment Agency (CzDA), MFA and other ministries. The share
of bilateral ODA to LDCs decreased from 23% in 2014 to 16%.
Humanitarian aid reached 14% of bilateral ODA in 2015 (up from
11% in 2014). Refugee costs, which represent the largest com-
ponent of inflated aid, amounted to 21% of bilateral ODA in 2015,
which means that it grew slightly, from 19% in 2014.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

According to the approved mid-term review of the Czech ODA
plan, which is due to run until 2019, ODA will gradually increase,
but will most probably still not meet the Czech government’s
commitment by 2030, owing to a lack of political will. Despite
the higher ODA level, genuine bilateral ODA components, such
as development projects and humanitarian aid, need more fi-
nancial resources without being compromised by other, non-de-
velopment objectives.

The Czech Republic has still not approved any plan to implement
the Busan agreement, has not yet set up the complex ODA da-
tabase, and did not join IATI by 2015 as it had declared it would.

The revision of the concept documents begun in 2015 will
continue in 2016: the strategy to be followed until 2018, which
will incorporate the recently reviewed multilateral aid strategy;
the national global development education strategy; and the
programmes of cooperation with priority countries.

In September 2016 the first DAC peer review of Czech ODA will
be published.

The Inter-sectoral Council on Development Cooperation, run by
MFA and responsible, among other things, for the implementa-
tion of policy coherence for development (PCD), has to find its

modus vivendi vis-a-vis the re-established inter-ministerial go-
vernmental council for sustainable development chaired by the
prime minister himself, which should become the central body
for coordinating policy coherence for sustainable development
(PCSD), both in Czech domestic policy-making and in formula-
ting positions for EU decision-making. The national sustainable
development framework, known as “Czech Republic 2030”, will
be approved by the end of 2016.

RECOMMENDATIONS

The Czech government should:

e Ensure a gradual, long-term increase in the ODA budget
in order to meet the commitment of 0.33% GNI by 2030,
and increase bilateral ODA, in particular the development
projects and humanitarian aid;

*  Keep the eradication of poverty and inequality at the core
of Czech development cooperation’s Strategic documents,
and its implementation;

*  Introduce a concrete implementation plan for fulfilling de-
velopment effectiveness commitments within the Global
Partnership for Effective Development Cooperation (GPE-
DC); and become a full member of the IATI,

° Increase capacity, transparency, predictability and
openness in order to ensure full participation by partner
countries, target groups and relevant development actors,
including CSOs, in all stages of a project cycle, and im-
prove the ownership and sustainability of the results achie-
ved by Czech development cooperation.
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MAIN GHANGES IN 2015

Following the national elections in June 2015 the new cen-
tre-right government cut ODA dramatically, from both the 2015
and 2016 budgets.?* The planned ODA of 0.87% of GNI'in 2015,
approved as part of the 2015 budget by the former government,
was cut to 0.76% by the new one (0.85% of GNI in spending
according to the OECD). In 2016 aid will drop to 0.70% of GNI,
and it is expected to stay at roughly that level during the lifespan
of the current centre-right government.

Danish ODA was hit by two changes in 2015: a huge cut in
overall ODA, and a refocusing away from developing countries
and onto financing the costs of receiving refugees in Denmark.

While Danish ODA was cut by about 15% between the 2015
and the 2016 budgets, ODA channelled through Danish civil
society was cut much more. All Danish CSOs that had frame-
work agreements with the Ministry of Foreign Affairs saw those
agreements cut by 27%. There was an additional cut to the
funds that channel money from the ministry onwards to small
and medium-sized CSOs and those with a special focus on
youth, to religious organisations and those working with peo-
ple with disabilities. The funding for these groups was cut by
36%, seriously hampering the overall work done by Danish civil
society.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

In 2016 almost 20% of ODA will be spent on receiving refugees
— a dramatic increase from 2008, when it was less than 2%. In
2016, the largest recipient of Danish aid is Denmark itself. This
not only puts increased pressure on an already limited budget, it
also seriously calls into question the nature of aid itself.

23 http.//www.politiko.dk/nyheder/Kkristian-jensen-mali-kan-sagtens-
ende-med-at-producere-millioner-af-migrante

24 The Danish budget is based on allocations and not spending, so the
numbers differ from the OECD numbers, which track spending.

DENMARK

In late 2016 a new Danish development strategy will be final-
ised. This will focus on supporting SDG implementation. Major
changes expected are a sharpened focus on countries where
migration to Europe can be reduced or where Danish industry
has long-term commercial interests.

The Danish government should:

Bring Denmark back to the forefront of the fight against
poverty and inequality by restoring aid to previous levels,
and stop losing decades of expertise and experience in in-
ternational development as a result of aid cuts;

Guarantee a minimum of 0.7% of genuine ODA, with re-
fugee costs on top.

Ensure predictability for partners and recipients by setting
out long-term objectives and avoid making cuts or changes
without warning or preparation;

Put pressure on all EU MSs to agree on binding timetables
for reaching their individual and collective aid quantity tar-
gets;

Ensure that poverty reduction and human rights become
the guiding principles of development cooperation, inclu-
ding in those cases where aid is used in cooperation with
the Danish private sector;

Make climate finance additional to development flows and
targets.

DENMARK - GENUINE AND INFLATED AID
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It is important to deal with the root causes of the
migration crisis. Estonia is one of the European
countries that hasn’t cut its development or huma-
nitarian aid. We contribute to the work of interna-
tional organisations, especially the UN, and we will
continue our bilateral projects in the Middle East.
Today we have the chance to help those who have
chosen to flee war and conflicts so they could sur-
vive and give their families a chance of a better life.
Ms Marina Kaljurand, Minister for Foreign Affairs of Estonia

MAIN CHANGES IN 2015

There have been no major changes in Estonian development
cooperation. The level of Estonian aid increased slightly, from
0.14%in 2014 t0 0.15% in 2015 — still, however, a long way off
the promised 0.33% of GNI for that year. The new 2016-2020
national strategy for development cooperation and humanitar-
ian aid was finalised. It states that Estonia will try to reach an
aid level of 0.33% of GNI within the SDG deadline of 2030. The
2016-2019 state budget strategy adopted in 2015 does not
include an increase in ODA, but we hope to keep the funding at
the 2015 level (0.15% of GNI). This raises the question of how
the planned 0.33% by 2030 will be achieved.

In 2015, the Ministry of Foreign Affairs initiated the develop-
ment of a framework and mechanism for measuring the impact
of Estonia’s development cooperation. While the project is not
yet finished, and it is not yet known how this impact will be
measured, the step towards a better assessment of the use
of funds is very welcome, especially given that a large part of
Estonian bilateral aid is technical aid.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

Although the funding for development cooperation and human-
itarian aid will not increase in 2016, we do not foresee any
further cuts either. The situation may not remain the same after
2016: if there is a need for further austerity cuts, or money
needs to be allocated for refugees, it could very easily be taken
from the budget for development aid. So far, Estonia has com-
plied with the DAC regulations on in-country refugee costs.

In terms of the quality of aid, Estonia funds many short-term
technical aid projects (average duration: 11 months). CSOs
have pointed out the need for greater funding stability to allow
the implementation of longer projects. This status quo derives
from the fact that the yearly funds for development cooperation
and humanitarian aid will be decided on every year during the

state budget negotiations. In long run, this situation is not bene-
ficial for the sector. The quality assessment of bilateral projects
has so far been inadequate, making it difficult to draw conclu-
sions about the impact of Estonian development cooperation.

The new 2016-2020 strategy states that by the end of 2017
the situation of policy coherence for sustainable development will
have been mapped, and by 2020, the framework for Estonian
policy coherence will have been worked out. These are the first
and very necessary steps towards a greater acknowledgement of
PCSD, as this strategy document is an important stage in moving
towards actual practical action on PCSD in Estonia. At the same
time, we have not yet heard of any activities or work plans by the
government to move towards these PCSD-related objectives.

In the autumn of 2016, the regulation on financing bilateral aid will
be revised. We hope for simplified grant procedures and increased
funding transparency. Civil society is expected to participate in
changing the regulation. Al in all, the inclusion of civil society by
the foreign ministry has been rather good throughout 2015, and we
hope this continues and even improves during 2016.

RECOMMENDATIONS

The Estonian government should:

e Commit to achieving the aid quantity target of 0.33% of
GNI and set binding deadlines and draw up an actual plan
for this;

° Implement strategic plans for increasing policy coherence
for development, including the plan to increase active in-
ternational work and have fewer priority areas.
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MAIN CHANGES IN 2015

2015 was a dramatic year for Finland’s development coopera-
tion. The Finnish government decided on a cut of roughly 40%
in development cooperation, which moved the country back
10 years in the pursuit of the 0.7% target. Finland terminated
its core support to several UN agencies and ended its general
budget support to Tanzania and Mozambique. Civil society suf-
fered a 43% decrease in funding. While the cuts only came into
full force at the start of 2016, both commitments and disburse-
ments had already begun to decrease in 2015,

In contrast to the cuts elsewhere, however, support to private
sector soared. The Finnfund allocation increased by 130%
(or €130 million) from previous years through a transfer from
grant-based funding to a new loan-based budget line. Finland
also abandoned its policy of earmarking income from the Emis-
sions Trading Scheme to development cooperation, and instead
started channelling it back to energy-intensive industries. This
decision made another severe dent in Finnish funds for devel-
opment and climate action in developing countries.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

Finland adopted a new development policy in February 2016.
It sets out four thematic priorities: i) the rights and status of
women and girls; ii) jobs, livelihood opportunities and wellbe-
ing; iii) democratic and better-functioning societies; and iv) food
security, access to water and energy, and sustainable use of
natural resources. It remains to be seen how these will guide
funding decisions — apart from leading to a significant increase
in funding through the private sector.

The government 2016-2020 budget frame foresees very little
increase in international development, and aims to keep ODA at
average 0.4 % of GNI. In spring 2016 the government decided
on additional cuts of €25 million annually starting from 2018.
Despite having just announced the cuts, Finland recommitted
in Addis Ababa to 0.7% of GNI to ODA. In order for Finland to
respect its international commitments, the next government will

FINLAND

have to start increasing its development budget faster than any
previous Finnish government.

The Finnish government should:

Provide a concrete plan with a credible timetable for rea-
ching the 0.7% target, together with additional commit-
ments on climate finance. This should include milestones
for the current government's tenure;

Adopt an act on development cooperation which establi-
shes a legal obligation for Finland to fulfil its internatio-
nal commitments on its level of ODA and development
effectiveness. The act should be part of a broader legal
framework for sustainable development and should en-
shrine the principle of policy coherence,

Adopt a policy on private-sector engagement in develop-
ment countries. This policy should align Finland’s support
for the private sector with international social and environ-
mental standards, a human rights-based approach, the UN
Guiding Principles on Business and Human Rights, and the
Busan principles for aid effectiveness and transparency;
Restore the practice of channelling income from the emis-
sions trade scheme to international climate and development
cooperation activities, and introauce new, innovative sources
of public finance for sustainable development, such as car-
bon taxes, the reallocation of fossil fuel subsidies or FTT;
Stop reporting climate funding towards the 0.7% ODA tar-
get and respect the additionality of climate finance.
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FRANGE

MAIN CHANGES IN 2015

France, as stated by its president, Frangois Hollande, should and
could do better. But in 2015 France spent only 0.37% of its GNI on
ODA. Worse, the trend has been largely in decline since 2010, when
France devoted 0.50% of its GNI to ODA. The figure was 0.46% in
2011,0.45% in 2012, 0.41% in 2013 and 0.37% in 2014,

Coordination SUD asks France, with its duty of solidarity and
respect for commitments, to achieve the objective it has signed
up to: to allocate 0.7% of its GNI to ODA by 2022, the priority
being grants to the most vulnerable countries. It is primarily a
question of political will. Other countries have done so — France
must also succeed.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

Despite the key role of development cooperation budget lines,
they have been particularly badly affected by political trade-offs.
In the last Finance Act review, these lines were cut 10 times more
than the general budget. The credits to ODA suffered a 10% cut.

France cannot fix everything by itself; its ODA will never solve all
the world’s development problems. However, with its economic
weight as the sixth economic power, with its political influence
and history, France remains a major player. For Coordination
SUD, the next Finance Act should revive the French mandate to
meet its international commitments to development and inter-
national solidarity.

0.37% o mosen

The French government should:

Increase ODA funding by 10%, starting with the next fi-
nance bill;

Achieve 0.7% ODA / GNI by 2022, primarily in grants, as
a priority;

Allocate 50% of French ODA to LDCs;

Channel €1 billion per year in ODA through NGOs by 2022,
Stop trading off development cooperation against other
priorities: migration / security / economic diplomacy.
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MAIN CHANGES IN 2015

Germany held the G7 presidency in 2015 and facilitated a
variety of positive decisions. However, they were based on a
neoliberal growth model. This was hardly a surprise for many
NGOs. On the positive side, there was a statement on increas-
ing investment in responsible supply chains, emphasising the
UN’s Guiding Principles on Business and Human Rights. Another
laudable G7 summit outcome was the recognition of the impor-
tant role of women, health, food security and education in devel-
opment. On the negative side, there is an ongoing determination
to sign bilateral and regional free trade agreements like Tisa,
TTIP and the EPA, and there was a failure to make any serious
financial commitments at the Third International Conference on
Financing for Development in Addis Ababa.

In terms of aid quantity, in March 2015 the government declared
that it would increase German ODA by €8.3 billion by 2019. This
would be the highest ODA increase in German history, and the
announcement was widely appreciated by civil society. Besides
this development, the German government introduced a new
system whereby refugee costs would be included in German
ODA. With the help of this trick, Germany’s ODA reached a high
of 0.56% of GNI'in 2015 — but that is mostly thanks to the new
way of calculating assistance for refugees in Germany.

Political priorities of the Federal Ministry for Economic Cooper-
ation and Development (BMZ) in 2015 were food security, fight-
ing the root causes and drivers of forced displacement of migra-
tion, and the stabilisation of North Africa. The ministry launched
three special budget initiatives to provide further finance for the
different development instruments currently in progress.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

The revision of the German national sustainability strategy is
an important step towards implementing Agenda 2030. In May
2015, the German government presented a first draft of the re-
vised national strategy, which is now open to comments through
civil society organisations. The draft is structured along the 17
sustainable development goals and presents a variety of means
of implementation. VENRO has welcomed the first draft, but
sees room for improvement.

GERMANY

German development policies focus on combating the causes of
migration and forced displacement. The BMZ lists the creation
of jobs in developing countries, especially in Syria’s neighbours,
as one of its top priorities. Another political priority is the pro-
motion of private investment. The BMZ emphasises the role of
public-private partnerships, multi-stakeholder partnerships and
financing modalities such as blending. To support the private
sector further, the BMZ has recently set up a government agen-
cy for economics and development, to support companies that
are investing in developing and emerging market economies.

The German government should:

Ensure that the national sustainability strategy clearly em-
phasises the universal applicability of Agenda 2030 to all
countries, including Germany, and clearly establish cohe-
rence for sustainable development within and between all
17 SDGs as a primary objective;

Increase ODA to 0.7% of GNI by 2020, and ODA to LDCs to
0.15-0.2% of GNI by 2020, based on a binding and credible
timetable for doing so. Exclude refugee costs from ODA. Cli-
mate finance should be delivered on top of the 0.7% target;
Advocate for a comprehensive financial transaction tax
(FTT) which should provide a significant amount of revenue
for development and climate finance;

Lead the fight for global tax justice and push for the esta-
blishment of a sovereign debt restructuring mechanism;
Develop a coherent policy based on sustainable develop-
ment and human rights that involves all German ministries
in coordination with one another.

GERMANY - GENUINE AND INFLATED AID
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We have to realise that we need a global financial
and economic system geared towards fostering
national growth strategies and our post-2015 de-
velopment agenda. We have to discuss the issue
of debt restructuring in all competent forums —
including this one — in connection with developing
growth, not austerity strategies.

Mr Alexis Tsipras, Prime Minister of Greece, 25 September
2016, UN SDG Summit

MAIN CHANGES IN 2015

In 2015, CSOs had lower levels of engagement with the MFA
than in 2014. Of course, 2015 was a very difficult year for
Greece, not only because of the continuous economic and
humanitarian crises, but also because there were two nation-
al elections and one public referendum, plus a huge wave of
refugees (around one million) who came from the coast of Tur-
key to the Greek islands. After a conference for the European
Year for Development (EYD) held by the Greek MFA, the year
was marked by complete MFA silence. NGOs once more had to
deal with negative publicity and media distrust. Even with the
refugee response, it took a long time for the state to acknowl-
edge NGO’s massive support to the humanitarian and refugees’
crisis, when at the same time the government was absent, with
huge delays in developing refugee support programmes. On the
other hand, there was very positive and productive collaboration
with certain local authorities.

In 2015 the Greek government recommitted to the 0.7% ODA/
GNI target, but Greek level of ODA remained very low, increasing
only to €282 million, up from €247 million in 2014. Aid repre-
sented 0.15% of GNI, compared with 0.11% in 2013. This was
largely due to the rise of the in-donor refugee cost, which came
to more than 20% of ODA in 2015 (8.6% of ODA in 2014 —
OECD data). More specifically, between the beginning of 2015
and July 2016 the European Commission awarded Greece
€345 million as emergency assistance for the refugee crisis,
through the Asylum, Migration and Integration Fund (AMIF) and
the Internal Security Fund (ISF) (on top of €509 million already
allocated to Greece for the 2014-2020 national programmes).

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

In 2015, cooperation with the Greek MFA was not good at all.
After the EYD meeting in March, there was a lack of cooperation
and communication, and the major refugee crisis that Greece
continues to face seems like a lost opportunity for good cooper-
ation between the state and CSOs. We strongly believe that the

government must open up the dialogue with CSOs so we can
combine our mutual experience and capacities in the common
cause.

Although there was some communication between the MFA and
organisations representing civil society during the global consul-
tation on the SDGs, in 2015 there was no official announcement
from the state or call to CSOs for participation in developing a
national agenda for implementing the SDGs in 2015. In the be-
ginning of 2016, the MFA invited CSOs to discuss its plans for a
trilateral platform (all ministries — private sector — CSOs) for de-
veloping and monitoring a national SDG strategy. We hope this
MFA effort will continue and will improve in 2016 and beyond.

Owing to the social and economic conditions described, it is very
difficult to predict a trend in aid quantity for 2016 and 2017.

RECOMMENDATIONS

The Greek government should:

e Include CSOs as stakeholders in the aid strategy and ex-
pand its cooperation with them by inviting them to partici-
pate in the inter-ministerial committee on developing and
monitoring the SDG strategy;

e FEvaluate the 0.7% commitment under the current fiscal
conditions in order to recommit to a realistic and binding
timetable for meeting it in the future,

e Adopt and implement the IATI standard in order to increase
the transparency and accountability of Greek ODA.
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HUNGARY

Hungary is a leading supporter of OECD efforts

to make international trade and investment more
flexible, liberal and free of restrictions, and at the
same time it is calling for the rational, conditional
application of development funding to enable de-
veloping countries to eliminate the causes of global
challenges that place migration pressure on the
European Union.

Minister for Foreign Affairs and Trade Péter Szijjarto, during a
recess in the Paris-based development organisation’s annual
Ministerial Council Meeting, June 2016

MAIN CHANGES IN 2015

The 2015 was a year of small steps forward for Hungarian ODA.
Total ODA spending was 0.13% of GNI, compared with 0.11 %
in 2014. Spending was divided into three-quarters multilateral
and one-quarter bilateral cooperation. These numbers are far
below those in the planned increase of the International De-
velopment Cooperation Strategy adopted in 2014. The small
proportion of bilateral funding also conflicts with the strategy.

These numbers include reportable costs relating to students and
refugees. While overall costs relating to refugees increased in
2015, the amount reported as ODA stayed the same, because
of more precise data. The Ministry of Foreign Affairs and Trade
also took other steps to make ODA reporting more comprehen-
sive. It asked major towns to report their ODA spending and to
start preparing a training aimed at informing officials about the
aim, background and techniques of ODA reporting.

The parliament adopted some changes to the Hungarian IDC
Act. The changes are designed to simplify and accelerate the
administrative handling of the funding, and set up a separate
Grants and Project Coordination unit within the ministry’s IDC
department. This is necessary because, for example, even eight
months after the completion of a project NGOs had been unable
to close their ministry-financed EYD2015 projects officially.

Otherwise, cooperation between the ministry and NGOs on do-
mestic EYD2015 programmes was exemplary. Both were active
during the year, and the ministry spent scarce resources on
subgranting NGO projects.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

In order to find new funding options, the ministry has started a
consultation process on innovative sources of finance including
NGOs, the private sector and line ministries.

The Hungarian government has provided two billion Hungarian
forints (approx. US$8 million) for climate protection purposes
— US$4 million directly to the Green Climate Fund and US$4
million for bilateral and multilateral cooperation.

In recent years the Eximbank (Hungarian Export-Import Bank
Plc.) has significantly increased the amount of its loans. A more
transparent use of Eximbank’s tied aid loans and their analysis
are necessary to be in line with the IDC Act.

The greatest hiatus last year was the implementation of Agenda
2030. By mid-2016, no decision had yet been made as to which body
would coordinate this activity. Although it will probably be the Ministry
of Foreign Affairs and Trade, the official decision is still pending. So
the government’s basic commitment to SDGs can be questioned, as
after a full year there is still no framework for implementation.

RECOMMENDATIONS

The Hungarian government should:

e Increase ODA according to a realistic timetable for meeting
the 0.33% target, raise the proportion of bilateral aid, and
provide resources for NGOs at least for the “own financial
contributions” requested for EC-supported projects, as this
is the biggest challenge for Hungarian CSOs;

e Close collaboration within the government is needed in or-
der to spend the scarce resources in coherent way;

e Toimplement the SDGs successtully, all the ministries need
fo participate, and to be coordinated Strategically. Coope-
ration between the government and all the Stakeholders,
including NGOSs, is essential for finding the appropriate
consultative mechanism and for building stronger coo-
peration between organisations dealing with sustainable
development and international development cooperation.
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IRELAND

MAIN CHANGES IN 2015

Ireland is now twelfth in the OECD DAC’s ranking of donors, the
lowest it has been in a decade. While its aid spending increased
in 2015 from €614.86 million to €647.51 million — the first
monetary increase in eight years — as a percentage of GNI it
represents another decrease — from 0.38% in 2014 to 0.36%
in 2015,

Estimates indicate that both the total amount and the ODA
percentage of GNI will remain the same in 2016. The actual
increase of €34 million in 2016 was allocated to multilater-
al ODA, which had borne the brunt of the cuts in previous
years.

Ireland has been able to protect the use of its aid budget, with
99% of bilateral ODA seen as genuine, as confirmed by the
OECD DAC Peer Reviews. And it continues to commit at least
50% of its aid to least developed countries, and to prioritise
fragile states. The refugee crisis has led to additional funding
in this area — although 2016 figures will be required in order
to confirm this.

Support for the private sector has become a more significant
intention of Ireland’s “One World, One Future” aid strategy.
This has not translated into increased aid spends, however.
In fact, as a financial component of ODA it remains negligible.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

The government continues to state that Ireland is “committed”
to achieving the 0.7% ODA/GNI target, but the initial time-
frame of 2020, set by the MDGs, has now been extended to
2030. And there is no plan of action for how this target is to
be achieved.

0.36%/0 o moen

The Irish government should:

Present a strong, credible plan for how Ireland will fund
its commitment to the Sustainable Development Goals by
bringing its spending on ODA up to the agreed UN target of
0.7% of its gross national income.

IRELAND - GENUINE AND INFLATED AID
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MAIN CHANGES IN 2015

2015 was the first year in the implementation of the new leg-
islation, after decades under a previous legal framework. The
main innovations introduced by the law took the whole year to
set up, and in 2016 not all of them are fully operational yet.

The new post of deputy minister for development cooperation
was created, but the first minister resigned after few months.
A new one was appointed months later. The Agency for De-
velopment Cooperation (AICS) became legally operational only
in January 2016, and is not yet fully staffed, resourced or
equipped. The financial institution for development cooperation,
created under the umbrella of the Deposits and Loans Fund
(Cassa Depositi e Prestiti), was set up on 1 January 2016.

Among the innovations implemented in 2015 was the National
Council for Development Cooperation (NCDC), a consultative,
multi-stakeholder entity representing a variety of development
cooperation actors: institutional and private, profit and non-prof-
it, cooperatives, trade unions, migrant associations and local
authorities. To be practical in its operationals, it has set up
four working groups, on the following topics: a) Follow-up of
Agenda 2013 for Sustainable Development: policy coherence,
effectiveness and evaluation; b) Strategies and guidelines for
[talian development cooperation; ¢) Role of the private sector in
development cooperation; d) Migration and development. Italian
CSOs are well represented and active in all groups.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

2016 will be crucial for giving a good start to the reformed Ital-
ian development cooperation system. The three-year planning
process should be improved so that it effectively represents the
views and inputs from different constituencies involved in the
NCDC. For the three-year period between 2016 and 2018 a
strategic approach needs to be defined, one that puts Agenda
2030 and sustainable development at the heart of policies to
address social, political and demographic challenges, destabili-
sation in some parts of Africa and the Middle East, the intensifi-
cation of migration processes, the impact of climate change and
the need to support peace processes.

The ltalian government defines development cooperation as a

“strategic investment” and the Financial Stability Law has par-
tially confirmed its willingness to pursue this vision by providing
for a gradual increase in resources for development coopera-
tion: €120 million in 2016 (about 40% more), €240 million in
2017 and €360 million in 2018.

In 2016 the AICS will be operational, involved in the manage-
ment of all previous Ministry of Foreign Affairs programmes, and
starting new ones. A CSO call for proposals should be launched
and awarded during the year.

In 2016 the new Financial Institution for Development Cooper-
ation should be ready to provide new financial instruments, to
invest funding in cooperation initiatives, and to provide advice
and technical support.

The Italian government should:

Make the new legislation on development cooperation
fully operational, giving proper resources to the AICS and
ensuring the fast, transparent functioning of the Financial
Institution for Development Cooperation;

Increase policy coherence for development; framed within
national strategic plan for sustainable development.

Pay renewed attention to the development effectiveness
process, at both global level (HLM Nairobi 2016) and na-
tional level, and draw up a new development cooperation
effectiveness plan;

Secure a steady, predictable increase in ODA so that aid
represents no less than 0.30% of GNI by 2020.

Continue to strengthen the link between migration, devel-
opment and development cooperation, avoiding emphasis
on “security” aspects.

ITALY - GENUINE AND INFLATED AID
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LATVIA
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Latvia supports the strengthening of EU joint pro-
gramming as it improves the effectiveness, impact
and visibility of the EU’s external assistance. At the
same time, cooperation between all EU Member
States must be ensured in the joint programming
process.

Zanda Kalnina-LukaSevica, Parliamentary Secretary to the La-
tvian Minister for Foreign Affairs on 12 May 2016, at the EU
Foreign Affairs Council meeting

MAIN CHANGES IN 2015

Compared with 2014, in 2015 total Latvian ODA rose by 13%.
It remains below the 0.33% of GNI target that should have been
achieved by 2015. Funding has risen for both bilateral and mul-
tilateral aid: by 10% and 90% respectively.

The transparency of the distribution of bilateral aid is still a con-
cernin Latvia. In 1915, only about 45% of bilateral aid was dis-
tributed through an open competition: the rest was distributed
by the MFA or other managing institutions through a non-com-
petitive process.

A large percentage of bilateral aid is disbursed through schol-
arships and a training programme for public officials and oth-
er professionals from Eastern Partnership, Central Asian and
Western Balkan countries (about 38%). Thus a large percentage
of bilateral aid actually stays within Latvia and does not reach
the partner countries directly.

The amount of ODA that goes to CSOs in Latvia and partner
countries is very small. Despite advocacy for increased sup-
port for NGO projects or covering the co-financing costs of NGO
projects, the amount of funding available remains small. NGOs
compete for funding alongside other partners, such as the pri-
vate and academic sectors and state agencies.

2015 saw closer cooperation between Latvian CSOs working
in the development sector and the Ministry of Foreign Affairs.
Cooperation has improved on all sides. The MFA has been more
available for discussions and dialogue, both in events organised
by them and by CSOs, and on a daily basis. Development co-
operation has received more attention in 2015, mainly because
the European Year for Development coincided with the Latvian
Presidency of the Council of the European Union. Much attention
was devoted to development education and awareness-raising
activities in Latvia. LAPAS, the national NGOs platform, part-
nered the MFA in implementing EYD events and cooperated
with MFA representatives during the Latvian EU Presidency.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

The Development Cooperation Guidelines for 2016-2020 should
be finalised and come into effect in 2016. They do not entail many
changes to current Latvian development cooperation approaches.

At the end of 2015, LAPAS members formed a lobby group, ad-
vocating for increased funding for civil society activities, more
transparency in the criteria for allocating bilateral funding, and the
protection of funding for global education activities, which was in
danger of being cut. As a result, CSO financing has been kept in
the 2016-2020 Development Cooperation Policy Guidelines.

The year 2016 will see an increase of approximately €37,000
in bilateral aid. The MFA will continue allocating funding both
through an open competition and without competition, based on
the needs expressed by partner countries. Apart from increased
funding, there are no major changes planned for 2016.

RECOMMENDATIONS

The Latvian government should:

e Continue to increase bilateral aid flows and deliver on its
commitments;

e Direct a significant portion of ODA towards the so-called

fragile states;

Ensure transparency in the process of distributing bilateral aid;

Assess the effectiveness of scholarships and training

courses as a high priority area for policy-making on bilate-

ral development;

e Increase co-financing for projects that have received par-
tial funding elsewhere.
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LITHUANIA

Fully committed to the EU’s pledge to reduce
emissions by at least 40% by 2030, Lithuania is
a clear example that rapid economic growth is
possible without harming the environment.
Dalia Grybauskaite, President of the Republic of Lithuania

MAIN CHANGES IN 2015

Lithuanian ODA increased from 0.10% in 2014 t0 0.12% in 2015
— still long way to the initial and recurrent commitment of 0.33%.
Lithuania is increasingly engaged with projects in Ukraine to help
Ukraine to carry out its reform agenda on human rights, the rule
of law and democracy. Lithuania’s main contribution to these pro-
jects is by sharing the national transition experience. For the period
2014-2016, the government’s total support for Ukraine exceeds
€4.4 million. The Ministry of Foreign Affairs (MFA) is the coordinator
of activities by government institutions involved in these projects.

Lithuania is preoccupied with adjusting its development coopera-
tion system to the OECD standard, with a view to joining the OECD,
probably in 2018. Regarding aid effectiveness, the government is
implementing the development cooperation policy for 2014-2016.
An important — yet rarely addressed — challenge is the empow-
erment of the National Commission for Development Cooperation.

In 2015, the MFA coordinated EYD 2015 activities and support-
ed the implementation of 13 development awareness projects
in Lithuania. For the time being, the MFA's Development Coop-
eration and Democracy Promotion Programme supports global
education activities in Lithuania. Efforts to bring global educa-
tion into the national education system have been systemic.
Under the auspices of the Ministry of Science and Education, a
working group was set up and in April 2015 it submitted a draft
paper on the concept of global education. Taking into account
the renewal of the SDG and COP21 universal agendas, it has
been decided to continue the discussions on the adoption of the
national concept of global education

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

The rush to increase ODA suggests that the staff of government
institutions are concerned to fulfil the original ODA commitment
from 2005. Nevertheless, the 26% increase in 2015 is an unex-
pected and hasty jump. It has not yet been specifically planned.
The efforts by government institutions to bring ODA closer to Lith-
uania’s commitments are welcome, yet insufficient. What is lack-
ing in the strategy documents is clear political will at the national
level to ensure the steady growth of Lithuanian ODA.

As more government institutions are engaged in ODA reporting —

AUTHOR: LU LITHUANIAN UMBRELLA - JULIUS NORVILA

especially on counting scholarships and refugee costs as bilateral
aid — the national development cooperation system is becoming
more sophisticated.

Development Cooperation and Democracy Promotion Pro-
gramme allocations for 2016-2018 do not anticipate any
growth. By endorsing the SDGs and signing the COP21 agree-
ment Lithuania has made ambitious commitments, including
one to increase aid to 0.33% of GNI by 2015. Lack of progress
in the quantity and quality of aid conflicts with Lithuania’s stated
ambition. Without binding documents and strategies that stip-
ulate an increase in aid volumes, the evolution of the national
development cooperation system is not secure.

Lithuania’s development cooperation efforts will target the eco-
nomic and political integration of Eastern European countries
with the EU. Its main partner countries are Belarus, Georgia,
Moldova and Ukraine. Strengthening the principles of democra-
cy, the rule of law and neighbourhood solidarity are key to safe-
guarding the future of Europe and its neighbouring countries.

RECOMMENDATIONS

The Lithuanian government should:

e Develop an action plan on policy coherence for develop-
ment, following the establishment of the National Commis-
sion for Development Cooperation,

e Raise the level of funding for development and global edu-
cation to 2% of aid flows;

e Continue improving aid quality in line with existing commit-
ments, with a view to OECD membership,

e When counting refugee costs and scholarships in Lithuania
as aid flows, report them separately;

e Arrange an independent external evaluation of the Develop-
ment Cooperation and Democracy Promotion Programme.

LITHUANIA - GENUINE AND INFLATED AID
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LUXEMBOURG

MAIN CHANGES IN 2015

Luxembourg held the Presidency of the Council of the Europe-
an Union in the second semester of 2015 and succeeded in
bringing together the European Year for Development and the
process to define the UN SDGs, now known as Agenda 2030,
and the COP21.

2015 was therefore marked by a busy international schedule
that did not leave much space for major progress in national
development strategies. As a consequence, 2016 was declared
the year for implementing the pivotal changes decided on in
those international and national forums in 2015.

ODA in 2015 amounted to €324.9 million. Although it did not
reach the self-imposed target of 1% of GNI by 2015, it did ex-
ceed the set minimum amount of €323 million, announced by
the Luxembourg government in October 2014. As far as we
know, Luxembourg is the only EU country which committed it-
self to a minimum threshold amount of ODA.

As regards costs relating to refugees and migration, Luxem-
bourg continues to apply a very restricted interpretation of
OECD guidelines, and declares far less as ODA than would be
permitted under the ODA reporting rules.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

Luxembourg development cooperation began to engage in col-
laboration with the private sector and in April 2016 launched
the first call for proposals of the so-called Business Partnership
Facility. Financed by ODA (€1 million p.a.), this initiative invites
Luxembourg-based companies to submit proposals for devel-
opment projects in partner countries such as Burkina Faso,
Senegal, Laos and Vietnam. The proposals are restricted to the
following industries: biohealth, ICT, fintech and eco-innovation.
There does not appear to be a broader strategy on the involve-
ment or role of the private sector in Luxembourg development
cooperation, however.

On implementing the SDGs, the Luxembourg government an-
nounced that in 2016 it would revisit national policies, mech-
anisms and instruments. It remains unclear, however, whether

0.950/0 TOTAL AID/GNI

the process to develop a national strategy or action plan for sus-
tainable development has already been kicked off. So far, civil
society has not been included in national post-2015 reflections.

The Luxembourg government should:

Launch a multi-stakeholder process to establish a natio-
nal strategy to implement Agenda 2030 with clear objec-
tives and with defined roles and accountability for different
Stakeholders, including multilateral partners, civil society
and the private sector;

Put into practice the concept of policy coherence across
the different ministries, which is crucial for implementing
Agenda 2030,

Make transparent the amount of ODA provided to support
the private sector and, with increased private-sector enga-
gement, draw up an overall strategy for such collaboration;
In addition, make visible the amount of ODA invested in
frust funds and push for good governance of these funds
(e.g. track disbursement levels to prevent dormancy).

LUXEMBOURG - GENUINE AND INFLATED AID
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Our mission to further strengthen sustainable
development may present unexpected challenges;
however | remain confident that together we will
continue shouldering our moral, social and politi-
cal responsibility to strengthen sustainable deve-
lopment through the various tools at our disposal,
including the international development projects
which we are all looking forward to continue wor-
king upon in the coming months.

Minister for Foreign Affairs, Dr George W. Vella — Award cere-
mony of ODA-funded NGO projects in the South, 21 April 2016

MAIN CHANGES IN 2015

Maltese civil society is concerned at its government’s substan-
tial reduction in ODA expenditure. The figures for 2015 show a
decrease of €3 million from 2014 to 2015, mainly because of a
decrease of €2.6 million in Malta’s spending on refugee costs
in Malta. This decrease, as confirmed by a ministry statement,
can be attributed to fewer asylum seekers coming to Malta. This
trend is expected to continue in 2016.

Another worrying trend over the past three years has been the
steady decrease in funds allocated to NGOs for implementing
projects in the South. The total allocation for this has dropped
from €247,775in 2014 10 €235,199 in 2015 and €222,770 in
2016. A positive step was the restriction of the call for proposals
to legally registered NGOs, in response to previous AidWatch
demands. The selection process, evaluation criteria and results
of the call for proposals continue to lack transparency.

Although the ministry has confirmed its willingness to improve
the quality and quantity of its ODA, the lack of planning and
lack of a strategy remain a challenge. AidWatch Malta notes
that Malta has failed to make any progress on aid effectiveness.
The country has not taken any practical steps to implement its
development effectiveness commitments.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

The MFA has entered into a meaningful dialogue with SKOP in
anticipation of the upcoming EU Council Presidency. The posi-
tive tone of the dialogue and the support pledged by the ministry
bode well for the sector in general.

The ministry is planning to revise its ODA policy in the light of
Agenda 2030. AidWatch hopes that the new policy will include
measures to address the weaknesses of the Maltese system.

Decreasing numbers of irregular migrants are having a significant

AUTHORS: SKOP AIDWATCH WORKING GROUP - MALTA

impact on the amounts Malta reports under its ODA expenditure.
The substantial decrease in refugee costs has exposed the gov-
ernment’s lack of vision and its weak political will to maintain pre-
vious ODA levels despite its clear indications in the past.

RECOMMENDATIONS

The Government of Malta should:

*  Following broad stakeholder consultation, design an effective
new development cooperation policy, strateqy and action plan;
Increase genuine aid;

Increase ODA to reach the levels agreed with the EU, and

make refugee costs additional to these levels,

® Increase the transparency of ODA by publishing a full re-
port on Malta’s ODA expenditure,

°  Make the national call for proposals for overseas deve-
lopment projects more transparent by publishing all the
details of the selection process, including the criteria by
which the proposals are assessed, and by forwarding the
detailed results to the applicants, regardless of whether or
not their proposal was approved;

*  Improve the development impact of aid by increasing the
amount of funds available for high-quality poverty eradication
projects proposed by Maltese CSOs; by including an educa-
tional or awareness-raising component for CSOs working in
Malta; and by introducing a specific co-financing mechanism
for larger grants, especially for EU-funded DEAR projects.

MALTA - GENUINE AND INFLATED AID
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THE NETHERLANDS

MAIN CHANGES IN 2015

In 2013 Lilianne Ploumen, the Dutch Minister for Foreign Trade and
Aid, presented a new policy, “A World To Gain.” The cutting of aid, a
trend set in 2010, continued. The Netherlands will not spend 0.7%
on aid. In 2014, the new GDP calculation was ruled out for calculat-
ing ODA, leading to a further relative decrease of ODA.

In 2014 it became clear that asylum costs would make big
demands on the ODA budget. This continued in 2015. At the
end of 2015 a solution was found for current development pro-
grammes, and now, increased asylum costs are being covered
by future ODA based on an estimated growth of GDP in the
years to come. With this future money included, the ODA predic-
tion for 2015 almost reached 0.7% again. But this percentage
is highly inflated.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

The trend of highly inflated ODA will continue in 2016. Future
ODA is being used to meet present needs. In the near future, the
ODA budget will show major shifts from 2014, 2015 and 2016,
meaning that it will also be greatly inflated.

In 2016, the new funding scheme for CSOs began. Twenty-five
strategic partnerships on dialogue and dissent have been
formed. The start of this new funding scheme also means a cut
of more than 60% in the civil society budget, compared with
2010. The parliament and the minister aim to spend 25% of the
ODA budget through civil society organisations, but this ‘norm’
has not been met. In the 2016 CSO budget it is expected to
remain at 22%.

In 2016, the Netherlands held the EU presidency, and during
these months Dutch CSOs prioritised the implementation of the
SDGs and policy coherence for development. At the end of the
presidency, Minister Ploumen presented the first report on pol-
icy coherence.

0.76%0 o mosen

The government of the Netherlands should:

Regain leadership by reinstating the 0.7% aid target, at
least until a target better suited to the new post-2015
goals is agreed upon internationally;

Develop a practical policy on coherence for development,
and thereby improve the effectiveness of aid.

Make sure that the conditions for trade-related activities
are respected (to ensure their relevance to inclusive, sus-
tainable development);

Adhere to the international agreement to make climate fi-
nance additional to (and not subtracted from) aid. Climate
finance should not be counted towards both aid and cli-
mate finance targets;

Introduce a ceiling for asylum costs in the ODA budget.

THE NETHERLANDS - GENUINE AND INFLATED AID
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POLAND

(...) I am convinced that the duty of advanced
countries far exceeds financial assistance. It
means creating an environment which is condu-
cive to growth and development for all countries
in the world. This involves trade facilitation, easier
migration and scholarship arrangements, controls
on the sale of arms, and fighting tax fraud and
money laundering in all countries, even if they
generate short-term gain for the developed econo-
mies. To this | would add facilitating and reducing
the cost of remittances transfers, preventing ‘en-
vironmentally damaging exports’, and a ruthless
fight against corruption, even if it is happening on
foreign soil.

Mr Mateusz Szczurek, Polish Minister for Finance, Addis Ababa,
14 July 2015

MAIN CHANGES IN 2015

Total Polish ODA in 2015 was €397.75 million. As a percentage
of GNI, Polish aid stood at 0.1%, compared with 0.09% in 2014 —
one of the lowest figures in the EU. The value of bilateral ODA de-
voted to least developed countries was €40 million in 2015. Po-
land reports about €8.35 million refugee costs in Poland as ODA
(2.1% of total ODA). About €13.4 million was passed through
non-governmental organisations, which is 3% of total ODA.

In 2015, the MFA concluded its work on the 2016-20 Multian-
nual Development Cooperation Programme, the final text of
which was adopted by the government in October 2015. CSOs
view the new strategy as better than the previous one: it is more
precise and realistic in the selection of priority partners, sectors
and objectives. The new strategy refers — albeit vaguely — to
international commitments regarding SDGs, policy coherence
for development and aid effectiveness.

TRENDS AND PROJEGTIONS FOR 2016 AND BEYOND

In a July meeting of the Polish parliament’s foreign affairs com-
mittee, the minister responsible for development cooperation, Ms
Joanna Wronecka, declared that ODA in 2016 will be double that
of 2015 (2015: €396 million, 2016: €680 million). This would
represent great progress compared with the last 10 years.

(CS0s have begun discussing ways in which institutional support for
the non-governmental sector could be incorporated into the Polish
development aid system. The current “principles of cooperation be-
tween the MFA and social partners” do not give space for building a
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long-lasting, valuable partnership which would involve introducing
new mechanisms such as multiannual funding and core support.

There is also a crucial challenge regarding recent political
change in Poland. It is safe to say that the presidential elec-
tion in June 2015 and the parliamentary elections in October
have produced a more conservative, EU-sceptical government
which could alter Polish development cooperation in the long-
run. Campaign declarations suggest a rather hostile attitude to
refugee and migrant challenges, a limited awareness of Polish
ODA obligations and a negative stance towards allocating public
funds to global education programmes led by CSOs. CSOs ex-
pect they will have a struggle to convey the message on these
issues to new parliamentarians and the new government.

RECOMMENDATIONS

The Polish government should:

e Put forward an operational plan for increasing the level of
ODA to 0.33% of GNI by 2020,

e Develop a comprehensive programme of cooperation with NGOs
that includes financial support programmes and capacity-buil-
ding activities devoted to NGOs and other social pariners;

e Ensure that policy coherence for development is not
confined to policy areas directly connected with develop-
ment, but extends also to other areas, such as finance,
education and climate policy;

* Increase the role of the Development Cooperation Policy
Council;

e Increase the national parliament’s involvement in monito-
ring the implementation of development cooperation policy.

POLAND - GENUINE AND INFLATED AID
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PORTUGAL
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The successful implementation of the new deve-
lopment cooperation framework requires a lasting
commitment with clear public policies, leadership,
consistency and the convening of a broad group
of stakeholders and organisations whose active
contribution is indispensable.

Ms Teresa Ribeiro, Secretary of State for Foreign Affairs and Coo-
peration, newspaper article (Diario de Noticias), 24 May 2015

MAIN CHANGES IN 2015

Portuguese ODA kept its downward spiral in 2015, falling
16.1% below the 2014 level. Since 2011 it has decreased by
more than 65%. Tied aid still represents more than 50% of total
bilateral aid. Public funding continues to be accessible to NG-
DOs, but the small budget available, and the limitations imposed
by some of its criteria and priorities, continue to exclude many
high-quality projects.

The transparency of aid information continues to improve. It is
more detailed, up-to-date and accessible. But breaking down
the available data continues to be difficult, and some of it, such
as climate finance, is given in different reports that are hard
to find. Portugal reports aid data through OECD systems — the
CRS++ criteria and Forward Spending Survey (FSS) — as it has
not endorsed the IATI standard.

Despite a national Busan Action Plan in 2012, very few concrete
details on implementation are available.

EU-delegated cooperation projects and programmes managed
by Portugal continue to represent more than 60% of overall
bilateral aid channelled to different partner countries, and will
continue to be reinforced. More than a strategic approach, this
has become an instrument to minimise budget constraints, and
it could limit the role of Portuguese development cooperation to
that of a service provider for other EU countries.

Despite the creation of a task force to coordinate the implemen-
tation of the SDGs, many doubts remain as to how they will be
put into action. In most areas, development CSOs have not been
involved in the coordination mechanisms.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

The new government that took office in October 2015 has stated
that it will work to reverse the negative trend of Portuguese ODA
levels and reinforce development cooperation policies and pro-
grammes. Nevertheless, the budget constraints that are still in
place will continue to have an impact on forward spending plans.

One of the main priorities should be to commit to realistic goals for
ODA levels and to discuss seriously the use of mechanisms other
than delegated cooperation to allow alternative sources of funding,
such as taxing financial transactions, diaspora bonds, etc.

Throughout 2015, the OECD DAC conducted a peer review of
Portuguese development cooperation that includes important
recommendations for the government to implement.

Following the approval of Agenda 2030, one of the most impor-
tant challenges is to ensure effective coordination between pub-
lic stakeholders and all other relevant organisations, including
the private sector and different kinds of CSOs.

RECOMMENDATIONS

The government of Portugal should:

e Define realistic and achievable commitments regarding
ODA levels, based on a timetable detailing anticipated
progress and milestones that can allow Portugal to allo-
cate 0.35% of its GNI to ODA by 2020. The overall 0.7%
goal should be regarded as an important international and
global commitment for Portugal to achieve in the long(er)
term. This also will involve effectively implementing actions
to untie Portuguese aid;

*  Review and revise the Action Plan for the Global Partnership
for Effective Development Cooperation (Busan), adapting it
to the current Portuguese situation;

e Start implementing the OECD-DAC peer review recom-
mendations;

°  Continue to step up constructive institutional dialogue with
NGDOs and the Portuguese Platform, ensuring that CSOs
are involved in implementing the SDGs at a national level,
as well as in monitoring their progress.

PORTUGAL - GENUINE AND INFLATED AID
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ROMANIA

We are in the process of setting objectives that

will enable us to become a pragmatic actor and
contributor to development in the region. We are in
the process of revising our national development
cooperation strategy. (...) Since we started the dis-
cussions on the law, we have promoted an inclusive
dialogue with civil society, paving the way for new
cooperation between the Ministry of Foreign Affairs
and civil society. (...) Nevertheless, we will devote
ourselves to promoting win-win cooperation which
can bring huge gains to all of us. Helping others
means helping ourselves too. Long-term support is
needed to overcome poverty and inequality.

H.E. Mr Victor Micula, State Secretary for Political Analysis and
Liaison with Parliament at the Ministry of Foreign Affairs of Ro-
mania (during the ninth Romanian Development Camp, orga-
nised by FOND in 2016)

MAIN CHANGES IN 2015

In 2015, the Romanian MFA continued to work on the new leg-
islative package for Romania’s international development coop-
eration and humanitarian assistance policy, which includes pro-
cedures for financing and implementing ODA. A second round of
consultations was held at the end of the year with representatives
from CSOs and the MFA. FOND, the Romanian NGDO Platform,
and its members gave input and put forward recommendations
which were integrated into the new framework. In addition, a dis-
cussion on the Multiannual Strategic Programme on Development
Cooperation and Humanitarian Aid was started. CSOs have rec-
ommended a revision of the strategic framework since 2012,

In 2015 there was strong momentum behind raising aware-
ness on development issues thanks to the implementation of
the national work plan for EYD2015, which included all the main
national actors involved in this field. A special call for proposals
launched under the programme helped raise awareness and
spread knowledge of the involvement of Romanian citizens in
international cooperation and in supporting global development.

The MFA managed approximately €2.27 million (10.1 million
RON), which is lower than the 2014 budget (10.33 million RON).
Total ODA in 2015 was €112.13 million. Total ODA as a per-
centage of GNI decreased from 0.11% to 0.09%.

The Romanian MFA continued to launch a joint public call for propos-
als to all bodies, including NGOs, academia and institutions. Approxi-
mately 35% of the budget was allocated to the Republic of Moldova.

AUTHORS: FOND - ADRIANA ZAHARIA

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

The parliament is expected to vote on a new development co-
operation law in the coming months. Although the process has
been delayed, the draft law reflects CSO input and includes
clear procedures for financial allocation. The main challenges
identified in previous years are still present. Development co-
operation is not a national parliament priority. The parliament
is very focused on domestic issues, especially the organisation
of the 2016 parliamentary elections. Once it has been adopt-
ed, the new development cooperation law should provide more
financial and operational resources to the MFA, as the national
coordinator of Romania’s development cooperation policy.

A draft version of the multiannual Strategic Programme on De-
velopment Cooperation and Humanitarian Aid was discussed
for the second time during the ninth annual Romanian Devel-
opment Camp (July 2016, Bucharest) and the process will be
continued in the following months. Romania is likely to continue
to allocate most of its ODA to the Republic of Moldova.

RECOMMENDATIONS

The Romanian government should:

e Fully support the adoption of the new development coope-
ration law, as should all Romanian MPs,

e Urge the MFA to finalise the strategic framework on deve-
lopment and humanitarian aid and a five-year action plan;

e Adopt a national SDG strategy based on consultations with
all relevant stakeholders at the national level;

e Increase the national aid budget in line with international
commitments;

e At the national level, raise awareness of the SDGs and
other relevant issues, such as policy coherence for sustai-
nable development (PCSD).

ROMANIA - GENUINE AND INFLATED AID
(6 MILLION, CONSTANT 2014)

600,00

300,00

400,00

300,00

200,00

100,00

01 201 2015

[ Multilateral 0DA [ Scholarships and student M Gap100.33
I Genuine bilateral aid HINH I Refugees in donor countries

0,00

concoro Aiowarc - 2016 [



SLOVAKIA
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The objectives of SDGs are also homework within
our country. | constantly emphasise to my collea-
gues from other ministries that it is not only about
development cooperation, but that sustainable
development should also be directed inwards.

Michal Mlynar, Director-General of the Development Cooperation
Department at the MFA

MAIN CHANGES IN 2015

A new law on development cooperation entered into force in
February 2016. It introduces new financial procedures drawn
up in 2015 after consultation with key actors including NGOs.
There was a special focus on global education and awareness
raising during the European Year for Development 2015.

In 2015, bilateral aid comprised 21% of the total ODA budget,
with multilateral aid making up the rest (79%). The greatest
share of bilateral cooperation focused on middle-income coun-
tries, especially those in the Western Balkans and Eastern Part-
nership, rather than on poverty reduction in LDCs or low-income
countries. Particular attention was paid to humanitarian aid to
Ukraine, and additional funding was provided to address the mi-
gration crisis. This included contributions to the EU trust funds
for Syria and Africa, the European Bank for Reconstruction and
Development, and humanitarian projects run by Slovak NGOs to
help migrants and displaced people in the Middle East and on
the Balkan route.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

In 2016, the legislature is expected to introduce new financial
modalities for bilateral development cooperation that may in-
crease the overall development cooperation budget in the fu-
ture. With Slovakia holding the EU Presidency in second half of
2016, we expect greater government commitment to Agenda
2030. We also expect continuous aid for addressing the migra-
tion crisis in the Middle East.

RECOMMENDATIONS

The Slovak government should:

° Increase aid quantity, mainly the bilateral component,
which has been stagnant;
Focus more on the least developed countrigs,
Engage in policy coherence for development and adopt a
national PCD strategy;

e (Create a national Agenda 2030 implementation plan.

SLOVAKIA - GENUINE AND INFLATED AID
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SLOVENIA

The agenda for sustainable development (Agenda
2030) is not leaving anyone behind, and Slove-
nia believes that it will be successful. | am fully
convinced that we will succeed. This agenda is

a one-time opportunity, which we need to grab
and implement, bearing in mind that we do it for
our people, for our future generations and for our
planet.

Mr Miro Cerar, Prime Minister of the Republic of Slovenia, at the
UN Sustainable Development Summit, September 2015

MAIN GHANGES IN 2015

There was a major increase of ODA in 2015, when it came
t0 0.16% of GNI, the level Slovenia first reached in 2009. The
increase was largely due to support for refugees and migrants
transiting through Slovenia in late 2015. Based on the EU’s re-
newed commitments, Slovenia is setting up an action plan to
increase its ODA levels gradually, aiming to reach the 0.33% of
GNI target by 2030.

Bilateral ODA increased significantly, to 6% of total Slovenian
ODA, while multilateral aid increased nominally. The volume of
inflated aid also increased significantly, the greatest share going
to imputed student costs and scholarships for foreign students.
Support to the private sector increased by 25% over 2014, rep-
resenting 3.5% of total Slovenian ODA in 2015.

Climate finance represented 4.19% of total Slovenian ODA. But
climate finance is still not reported separately, so this figure
might be the result of double reporting (i.e., the funds might be
included in the EU climate report as well).

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

A new Slovenian foreign policy strategy was adopted in 2015.
In it, development cooperation represents one of five thematic
priority areas, but there are limited indications that both funding
and the quality of aid will somehow be increased. Based on this,
the MFA is currently preparing a Resolution on Development
Cooperation (a resolution is the highest political document). The
resolution should be adopted by the end of 2016, and the MFA
will then prepare the action plan for how to implement it.

The OECD DAC peer review will start in the second half of 2016,
when Slovenia will be evaluated by Polish and Australian (MFA)
experts.

RECOMMENDATIONS

The Slovenian government should:

°  Ensure that new strategic documents, such as the Reso-
lution on International Development Cooperation, are pre-
pared in an inclusive and comprehensive manner, while
further increasing the inclusion and financing of relevant
civil society stakeholders;

e Under the new post-2015 funding, ensure that the main
objective of ODA will continue to be fo do even more fo
alleviate extreme poverty, to reduce inequality and to em-
power ODA recipients through taxation to finance their own
development;

e Improve the harmonisation of development policy in the
Slovenia 2050 strategy, and ensure better policy cohe-
rence for sustainable development between the different
MFA sectors and other relevant ministries;

e Further increase bilateral ODA contributions and the pro-
portion of aid given to LDCs by minimising the proportion
of tied aid and not financing the military sector for security
PUrposes;

e Clarify the role of the private sector in development coo-
peration, including by introducing a clear framework that
makes the private sector responsible for respecting and
implementing existing principles on human rights and de-
velopment aid effectiveness.

SLOVENIA - GENUINE AND INFLATED AID
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MAIN CHANGES IN 2015

In 2015, total Spanish aid stagnated at €1.4 hillion, or 0.13%
of GNI, a level not seen since the 1980s. Promises of an ODA
increase have not been kept, after three years of growth. In
addition, the government budgeted €1.8 million for 2015 and
proceeded to allocate 20% less.

From 2014 to 2015, bilateral ODA increased by 48% — due to
a programme of debt restructuring in Cuba —, and multilater-
al ODA declined by 13%. Up to 65% of total Spanish aid still
consists of compulsory contributions to multilateral institutions.

The DAC Peer Review in 2016 urged the government to “fulfil
its commitment to reversing the decline in development aid”. In
2015, some crucial issues impacted effectiveness and quality
of aid:

The weight and low execution of budgeted financial as-
sistance — 2014 reform avoided a quota for reimbursable
aid (5%) —. Peers Review insists on including financial aid
under Busan principles.
The system of accountability and transparency dropped
from the 10th to the 17th position in the aid Transparency
Index (IATI).
The new NGO strategic framework didn’t be concluded,
while NGO resources plummeted by 71% in the last five
years. The Country Strategic Framework (known as MAP)
remains a good intention due to the lack of resources. The
government hasn’t develop a compulsory human rights
standard for the private sector.
It lacks an awareness of and education strategy for deve-
lopment.
The effectiveness is affected by the fact that Spain does
not comply with the LDC aid target, underinvest in humani-
tarian aid and continues to inflate and to tie aid.

All of this, plus a lack of government political will, will undermine

the implementation of the SDGs and the AAAA.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

Spain’s 2016 public budget entails an increase of 32.1%
(€582.95 million). However, a more detailed analysis shows
that the bulk of this is composed by not core elements of the aid
system. Only refugee costs had an amendment of €200 million,
but this increase is questionable due to the small number of ref-

0.13%0 rom movew

ugees who arrived in Spain to date. The government compen-
sates the lesser domestic effort with participation in delegated
cooperation, which received €137 million in 2011-2015.

In June 2016 the conservative People’s Party won the elections
without getting a majority. EC insists on the continuation of aus-
terity measures, which will undermine the recovery of aid and
the implementation of the 2030 Agenda. In this context, it is
very likely that there will be a temptation to inflate aid for 2017.

The Spanish government should:

Acknowledge the major role ODA plays in achieving the SDGS;
stablish a credible roadmap for implementing the AAAA, in-
cluding by scaling up ODA to at least 0.4% of GNI by 2019;
Ensure that fighting poverty and inequality and upholding
human rights remain the primary focus in the process of mo-
dernising ODA. Any aid instrument focused on private-sector
involvement has to be consistent with this objective;
Implement all institutional reforms and policies needed for the
2030 Agenda through a broad, meaningful policy dialogue.
Take practical steps to advance PCSD.

Resume negotiations on the new NGO strategic framework
taking into account the diverse roles of civil society, in-
cluding by creating new financing instruments that reflect
these roles.

SPAIN - GENUINE AND INFLATED AID
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SWEDEN

MAIN CHANGES IN 2015

The Swedish government has stated that it com-
mits to live up to its 1% ODA target in the coming years.
In 2015 and 2016 we have seen a negative trend, with a major
increase in the share of ODA spent on refugee costs in Sweden. In
2015, Sweden spent the highest percentage of ODA on in-house
refugee costs of all OECD DAC donor countries. In late 2015 the
government considered using as much as 50% of aid in 2016 for
refugee costs, which would make Sweden the number one recipient
of its own ODA. Swedish CSOs protested against this plan, claim-
ing that by misusing the aid budget the government was setting
poor and vulnerable people against one other. After a few months of
debate, campaigning and internal power struggles within the gov-
ernment, the minister for development cooperation announced that
the government had agreed to a 30% upper limit. Swedish CSOs
have not accepted this limit, and continue to call for genuine ODA.

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

New policy framework

In June 2016 the Swedish government presented a draft new
framework for development cooperation, to be approved in the
autumn of 2016. The new framework is being generally wel-
comed by civil society, in particular the five perspectives that will
cut across all development cooperation: a poor people’s per-
spective on development, a human rights perspective, climate
and environment, conflict prevention, and global gender equali-
ty. Additionally, the Swedish government has made strengthen-
ing civic space and civil society around the world a key priority.

Development effectiveness

The proposed new Swedish development policy identifies devel-
opment effectiveness as crucial. The policy highlights the following
effectiveness principles: national ownership, joint programming and
donor coordination, and using partner countries’ own systems.

Swedish CSOs have said that Sweden must respect its partner
countries’ own strategies for development better, and must use
and strengthen partner countries’ own national systems and in-
stitutions by adopting a clear policy of promoting close cooper-
ation with partner government institutions, including by gradually

channelling ODA funds through partner countries’ own systems
and institutions. This will be particularly demanding in fragile
states, but it is nonetheless essential for peacebuilding and state
building. Swedish ODA must also be transparent, responsible and
predictable, including when channelled through EU trust funds or
other mechanisms. According to the development effectiveness
principles, partner countries are entitled to plan their ODA three to
five years ahead. Based on this, the Swedish National Audit and
Swedish CS0Os have criticised the government’s sudden decision
to increase the inflation of ODA to cover refugee costs.

There is still no robust reporting on Sweden’s compliance with
all the globally agreed effectiveness principles. Swedish CSOs
are pushing the government to respect the development effec-
tiveness agenda as a whole, and they continue to call for trans-
parent, systematic reporting at all levels.

Security and development

In 2016, an updated definition of ODA is being discussed by
the OECD-DAC. This has led, amongst other things, to a deci-
sion to broaden the ODA definition to allow for certain security
and military spending to be financed out of ODA — a proposal
that Sweden objected to during the negotiations. Swedish CSOs
welcome the fact that the Swedish government took a stand
against this. However, the government has yet to make a clear
promise that it will not apply the new rules.

The Swedish government should:

Commit to genuine aid. Stop using the aid budget to cover
costs for refugee reception;

Put in place robust reporting on Sweden’s compliance with
all the globally agreed effectiveness principles.

Respect the commitment to make ODA predictable;
Commit to not financing additional security or military costs
from the ODA budget.

SWEDEN - GENUINE AND INFLATED AID
(6 MILLION, CONSTANT 2014)
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UNITED KINGDOM

MAIN CHANGES IN 2015

2015 was a year of significant upheaval — success and chal-
lenges — for UK aid. The adoption of Agenda 2030 and the AAAA
saw a recommitment to the 0.7% target and aid effectiveness
principles by the EU — commitments the UK championed de-
spite continued challenges from domestic anti-aid advocates.
But the welcome commitment on the global stage to effective
aid is challenged by lack-lustre aid effectiveness implementa-
tion and shrinking engagement with UK civil society.

At the end of 2015 the UK government launched a new ODA
strategy which set out an agenda focused more on global chal-
lenges such as peace and security, strengthening resilience and
the response to crises, promoting global prosperity and, lastly,
tackling poverty and vulnerability. It also places a renewed em-
phasis on the UK’s national interest which calls into question how
effectively UK aid can meet that objective while delivering on its
core purpose of poverty reduction and sustainable development.
Increasing amounts of UK aid will be spent by government depart-
ments and cross-government funds other than the development
ministry, DFID (generally considered a good performer on aid ef-
fectiveness), and this may undermine the quality of UK aid.

This strategy was arguably an attempt to tackle the UK’s anti-aid
lobby proactively and thus saw a shift to a more instrumental,
“simple”, results-focused direction for UK aid. The new strate-
gy also signalled a concerning shift to the UK’s national interest
which, despite assurances from the government, leaves civil so-
ciety concerned that this could jeopardise the sustainable devel-
opment focus of UK aid. Similarly, the new strategy reaffirmed a
focus on economic development as a core pillar of aid and de-
velopment policy. While inclusive, sustainable economic develop-
ment and a productive, challenging engagement with the private
sector that drives up standards and impact are welcome, there
are, equally, concerns that this trend could encourage a further
dilution of UK aid’s focus on poverty and development.

0.71%0 1o mnsen

TRENDS AND PROJECTIONS FOR 2016 AND BEYOND

The single biggest challenge and threat facing the UK — and the
development community — for the coming years will be dealing
with the implications of Brexit. A period of political and econom-
ic uncertainty is already affecting programming and projects as
the value of the pound drops, but longer-term implications are
as yet largely unclear. The precise nature of the UK’s future re-
lationship with the EU will have a significant impact on the UK
aid budget and effectiveness as it will determine, amongst other
things, whether the UK remains engaged in EU development in-
struments, joint programming efforts, the impacts on the negoti-
ating positions of the UK and the EU in global processes, as well
as the larger — and much harder to answer — question of what
the impact will be on the UK’s role in the world. The same political
shifts and uncertainties may also strengthen domestic anti-aid
critics, which could put pressure on the 0.7% commitment.

The UK government should:

Reaffirm its long-term commitment to the 0.7% ODA/GNI
target and to fulfilling its aid effectiveness commitments;
In implementing the new ODA strategy, commit to inclu-
sive, multi-stakeholder consultations and partnerships
between the UK and southern civil society;

Adopt progressive, pro-development positions in OECD DAC
processes to redefine and measure ODA, in order to protect
the credibility of ODA and ensure that it focuses on promo-
ting flows that support effective, sustainable development.

UNITED KINGDOM - GENUINE AND INFLATED AID
(6 MILLION, CONSTANT 2014)
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https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/478834/ODA_strategy_final_web_0905.pdf
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ANNEX 1. METHODOLOGY

HOW THE COMPONENTS OF INFLATED AID ARE CALCULATED

Under the DAC’s official definition of aid, donors can report a
number of financial flows that, in the view of CONCORD Aid-
Watch, do not genuinely contribute to development. To give a
more accurate picture of donors’ efforts to reduce poverty and
inequality, the AidWatch methodology discounts the following
items from net ODA flows (for more information, see the rele-
vant sections below):

e Spending on students in the donor country,

e Spending on refugees in the donor country,

e Repayments of interest on concessional loans and future
interest on cancelled debts,

e Debt relief,

e Tied aid.

The rationale for discounting these items is based on two princi-

ples: an assessment of whether or not they contribute to devel-

opment, based on the aid effectiveness principles, and whether

or not they represent a genuine transfer of resources to devel-

oping countries.

Measuring aid inflation in relation to an overall aid budget, how-
ever, tends to minimise the real extent of the problem. The level
of aid inflation is best perceived as a share of the bilateral aid
budget, the reason being that it is only possible to estimate it in
relation to the expenses managed directly by donors.

Consequently, “genuine aid” is the sum of multilateral aid and
“genuine bilateral aid” (meaning bilateral ODA disbursements,
in constant 2014 prices, minus the above-mentioned inflated
aid items).

IMPUTED STUDENT COSTS

Imputed student costs include the costs of tuition less any fees
paid by the students, and are calculated as a percentage of
public expenditure on higher education, weighted by the num-
ber of foreign students.*® In theory, only the cases in which for-
eign affairs ministries or aid agencies are involved should be
counted towards student costs. The methodology for estimating
student costs is not well defined by the OECD, and reporting
practices seem to differ from one country to another, especially
when it comes to the level of involvement of aid authorities and
the types of costs that are eligible.

REFUGEE COSTS

Refugee costs include expenditure on refugees’ transport, food,
shelter and training. However, donor reporting practices show
considerable differences between countries. According to the
OECD, only money spent during the first 12 months of stay
should be reported — but there are discrepancies as regards
when the period starts and when a refugee can be defined as

such.*® Some countries include all the costs relating to asylum
seekers, regardless of whether they are granted refugee status
or not. In most cases, they stop counting once a decision has
been made. In other cases, only the costs incurred after a deci-
sion has been made are included.

DEBT RELIEF

When donors cancel or reschedule bilateral debts, the amount
cancelled can be reported as aid in the year the debt is restruc-
tured. The cancellation of unpayable debts is important, but it
should not be counted as aid. In the first place, in their cancella-
tion donors can count both the principal and future interest; and
since many of the debts are longterm, counting future interest
can inflate the figure significantly. Secondly, the relationship be-
tween the debt and development objectives is often unclear.
Research conducted by Eurodad shows that 85% of the bilateral
debts cancelled between 2005 and 2009 were debts resulting
from export credit guarantees.*® The mandate of export credit
agencies is to support national (donor) companies by encourag-
ing international exports, not to support development. Moreo-
ver, donor countries often lend irresponsibly and can contribute
to increasing the debt of developing countries. The Norwegian
government, for example, admitted its coresponsibility for the
debt generated by export credits extended to five developing
countries, and cancelled their debt in 2006.%"

TIED AID

The problem with tied aid is that it prevents developing coun-
tries from maximising the developmental impact of aid. First,
they cannot procure goods or services openly in the market.
This makes tied aid between 14% and 40% more expensive.
eV Secondly, tied aid also prevents developing countries from
procuring local goods and services, which can support devel-
opment by generating jobs and helping to develop the local
economy. The CONCORD AidWatch methodology discounts
30% of the flows that are recorded as fully tied and 15% of
the flows that are partially tied, to reflect the financial impact of
tying. Data on tied aid in 2015 were not available at the time of
writing; the figures are thus based on the average of absolute
numbers for the two previous years.

INTEREST PAYMENTS ON LOAN PRINCIPAL

When donors estimate their net ODA, they discount the repay-
ment of the principal by recipient governments, but not interest
payments. CONCORD AidWatch includes these interest pay-
ments as inflated aid. The recent decisions by the OECD DAC
mean that as of 2018 loans will be reported in a different fash-
ion, but this will not impact on figures until then. These changes
were made after it was noted that France, Germany and the
European Investment Bank had extended over US$ 2.5 billion
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(€1.8 hillion) in “concessional” loans at interest rates above

their own borrowing costs.®/

Interest payments for 2015 were not publicly available at the
time of the report and have therefore been estimated on the
basis of an average of absolute figures during 2013 and 2014.

GLIMATE

To assess changes in climate ODA, the latest updated data
(February 2016) for every climate-related development finance
project in 2013-14 was downloaded from the OECD-DAC web-
site. It was sorted to exclude non-EU countries and to distin-
guish between projects coded as “principally” or “significantly”
related to climate change. Constant dollar amounts were added
together for projects principally or significantly devoted to the
Rio markers for adaptation and mitigation and compared, for
each EU MS and the EU institutions, with OECD DAC-reported
total ODA for 2013-2014.

RESEARCH SOURCES

Quantitative data:

The report relies on the OECD CRS dataset which is accessible
online at www.stats.oecd.org, including preliminary OECD DAC
CRS data for 2015. These data are complemented by updated
figures provided by national platforms. In some cases, data from
the European Commission and Eurostat are used, for example
to complement the deflators provided by the OECD, which do
not cover all EU-28 countries. Since data on 2015 inflated aid
items were not always accessible to national platforms, or in
the OECD database, some projections have been used to fill the
data gaps for some of the countries. Linear models have been
constructed based on data from the last two years.

Qualitative findings:

The main source for the qualitative findings and country ex-
amples in the report was a standardised questionnaire survey,
conducted by CONCORD AidWatch among all of CONCORD’s 28
National Platforms (NPs), at the beginning of the report draft-
ing period. This was complemented by a review of CONCORD
position papers and interviews with the CONCORD AidWatch
team. Country sheets were drafted by the National Platforms
themselves.

In the case of the EU institutions, the country sheet was drafted
by the consultants and the main sources used were European
Commission official documents, websites and the OECD DAC
CRS.
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ANNEX [1: ABBREVIATIONS

AAAA Addis Ababa Action Agenda

Africa-Caribbean-Pacific ACP

COP21 United Nations Framework Convention on Climate Change (UNFCCC) 21st annual Conference of the
Parties (COP) in Paris from November to December 2015

CPDE CSO Partnership for Development Effectiveness

CRS Creditor reporting system

CSOs Civil society organisations

DAC Development Assistance Committee of the OECD

DCF Development Cooperation Forum

OECD DCD-DAC Development Cooperation Directorate (DCDDAC)

DG DevCo European Commission DirectorateGeneral for Development Cooperation

DG NEAR European Commission Directorate-General for Neighbourhood and Enlargement Negotiations

DFI Development finance institution

DFID UK development ministry

EDF European Development Fund

EC European Commission

EU European Union

EU CAR European Union Bekou Trust Fund for the Central African Republic (“Bekou Trust Fund” — 2014)

EU MSs European Union member states

EU-13 The 13 relatively recent EU member states

EU-15 The 15 longerstanding EU member states

EU-28 All EU member states

EUTFs EU trust funds

EYD European Year for Development

FD Financing for development

FTT Financial transaction tax

FONPRODE Spain’s development promotion fund

GDP Gross domestic product

GNI Gross national income

GPEDC Global Partnership for Effective Development Cooperation

HLM HighLevel Meeting of the Global Partnership for Effective Development Cooperation (GPEDC)

|ATI International Aid Transparency Initiative

IDC International development cooperation

LDCs Least developed countries

LIC Lowincome country

MFA Ministry of Foreign Affairs

MICs Middleincome country

MSs Member States

NP CONCORD national platform

ODA Official development assistance
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OECD DAC Organisation for Economic Cooperation and Development (OECD) Development Assistance Committee
(DAC)
PCSD Policy coherence for sustainable development
PPPs Public-private partnerships
PWYF Publish What You Fund
SDGs Sustainable development goals
SMEs Small and mediumsized enterprises
TOSSD Total Official Support for Sustainable Development
UK United Kingdom
UN United Nations
UNFCCC United Nations Framework Convention on Climate Change
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