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Chapter One: What does Oxfam consider as aid and why is it important? 

1.1 DEFINING AID AND ITS PURPOSE 



NEW TEXT 

Definitions of Different Types of Aid

Traditionally, donors have differentiated humanitarian assistance, which is meant to help people struck by either natural disasters or complex emergencies, from development aid, which aims to address the root causes of poverty and inequality in more stable settings:

· Humanitarian aid is the primary form of assistance in the aftermath of a natural or man-made disaster, conflict or all of them combined. It usually spans over a limited period of time, but may be recurrent in the case of chronic crises, such as in Somalia. This kind of aid should be given based solely on need in line with International Humanitarian Law (IHL) and the Good Humanitarian Donorship Initiative Principles
. Under the Geneva Conventions and IHL, all States have an obligation to provide humanitarian aid. Core humanitarian principles are impartiality, neutrality and independence in assisting affected populations. Unfortunately, the reality on the ground tells a different story and puts humanitarian aid at particular risk of being politicized or used by donors for broader geopolitical reasons. 

· Development aid aims to support the social, economic, political and environmental progress of a developing country over a relatively long period of time. The basic premise is that poor people should be put in a position to lift themselves out of their condition of poverty and inequality. Here too there are risks that donors subordinate the ultimate goal of poverty eradication and equality to broader foreign policy interests in the country considered. 
In reality the distinction between humanitarian and development aid is more nuanced. There is a variety of other types of aid in between, such as disaster risk reduction, and rehabilitation/reconstruction which donors are gradually recognizing as crucial to ensure a smooth transition from the humanitarian to the development phase to self-dependency. However, more efforts are still needed to strengthen these links and securing a seamless funding cycle.
In conflict-affected and fragile contexts, there is a risk that the level of humanitarian funding becomes chronic, with longer-term funding – vital for longer-term programming and response – often pending broader political change. Donors must prioritize covering the gap between short and long term funding processes and avoid being satisfied only with addressing symptoms of crisis through – often repeated – short term interventions. All actors must engage with the knowledge that while successes are urgently needed, resolution of underlying problems can take generations, and easy shortcuts are seldom available. 
1.2 WHAT SHOULD AND SHOULD NOT BE CONSIDERED AID? 


Currently, the OECD Development Assistance Committee (DAC) determines the rules over what rich countries can and cannot count as ODA. These are contained in the DAC handbook - http://www.oecd.org/dataoecd/21/21/34086975.pdf. 
Oxfam opposes the following items below that are currently allowed to be counted as aid under the OECD DAC rules: 
· Debt relief 

Under current OECD Development Assistance Committee (DAC) rules debt relief can be counted as ODA. Oxfam is opposed to the inclusion of debt relief in aid figures. Debt cancellation for poor countries is, of course, critical. The issue is how it is counted. The public rightly believes that aid and debt cancellation are two different things; two different actions – with different origins - by rich countries leading to two different sources of money to spend on clinics, classrooms, taps, and toilets. At a major United Nations conference in 2002, rich countries promised to stop their practice of counting debt cancellation as aid, but it still continues
. Moreover, the size of the debt-cancellation deals for Iraq and Nigeria means that aid figures are falsely exaggerated in 2005 and 2006 by approximately 15 per cent, significantly obscuring the underlying trend in aid, which indicates much lower levels. Norway is the only country to currently not count its debt relief as aid. 

· Educating developing country students in rich countries

Some countries also inflate their aid figures by including spending on educating foreign students in their country. This functions as a direct transfer from the ministry of finance to the ministry of education in the donor country. European governments in 2009 alone spent more than €1,500 million of ODA on educating foreign students in their own countries. This figure amounts to 3 per cent of EU ODA. 
 But it not just European donors that spend aid money in this way. In 2010 the Australian government announced that it will provide AUD$ 5 billion in education, including scholarships to developing countries over the next five years to 2014-15
. Richard Manning, the former chair of the OECD DAC has recently supported the view that student costs should not be counted in ODA reporting, as “the bulk of increased flows should involve genuine transfers of resources into the economies of developing countries”.

Rich countries benefit from having international students in their universities as much as developing countries benefit if and when such students return to their home country. This money is a subsidy by developing countries to rich country universities, using money they should have spent on poverty reduction. Furthermore, governments are not transparent in how they calculate these costs and there is no evidence of links to development objectives. OECD rules should be changed to prohibit the practice of countries counting this as aid spending. 
· Redirection and housing of refugees in rich countries: a human rights obligation, but not aid

Spending on refugees in donor countries should not be counted as ODA. Supporting refugees is vital - it forms part of our international responsibilities and human rights obligations, but it is not development assistance. . Some countries – such as Belgium and Sweden – even include the cost of so-called “voluntary repatriation” of refugees to their home country as ODA. These are not expenditures that citizens expect to see described as development assistance as they provide no resources to developing countries. Nor are they linked to development objectives of improving the welfare of poor people in those countries. Refugee spending claimed as ODA by EU members was 1bn Euros in 2009
. Some European governments and officials clearly agree that refugee spending is not aid. Only Luxembourg and the UK do not report refugee spending on this basis, even if the UK reported a small amount of refugee spending as ODA for the first time in 2009
. Fritz Meijndert, the previous chair of the working party on statistics in the OECD, which sets the rules for reporting ODA, said counting refugee costs was of “questionable value as ODA” and proposed that the OECD should “simply abolish it”.

· Export credits

Export credit agencies from some donor countries facilitate funds for the international expansion of domestic companies in environments considered higher risk, such as developing countries. Those credits are effectively tied aid, being, as they are, conditional on the recipient country buying goods and/or services from the donors´ national companies. Such instruments are conceived, and thus function, as an incentive for companies to expand their markets rather than as an aid instrument to reduce poverty. Some donors, such as the UK, have decided not to count export credits as ODA. Other donors should follow their lead.
Things that can be considered as aid, but with reservation:
· Military assistance in humanitarian aid

Oxfam believes that aid may be used to cover the costs of military assistance for humanitarian aid, but military assistance in the provision of humanitarian aid must be only used as a last resort and subject to strict criteria. See related section in section 3.9.
· Peacekeeping

Aid money can be used to fund certain non-enforcement aspects of peacekeeping, but there must be no further expansion of what is considered eligible under the OECD DAC ODA rules. In particular, these rules clearly say that the enforcement aspects of peacekeeping are not reportable as ODA. Nevertheless, ODA does include the net bilateral costs to donors of carrying out the following activities within UN-administered or UN-approved peace operations: human rights, election monitoring, rehabilitation of demobilized soldiers and of national infrastructure, monitoring and training of administrators, including customs and police officers, advice on economic stabilization, repatriation and demobilization of soldiers, weapons disposal and mine removal. Similar activities conducted for developmental reasons outside UN peace operations are also reportable as ODA, but not recorded against the peacekeeping code. Activities carried out for non-developmental reasons, e.g. mine clearance to allow military training, are not reportable as ODA
. The current DAC rules also allow governments to report assistance for specific security and justice activities as ODA, including:
· Expenditure on police training, if it does NOT relate to paramilitary functions such as counter-insurgency or intelligence gathering on terrorism

· Support to improve government/parliamentary/judicial/civilian oversight and budgeting of military forces

· Support to civil society to enhance its competence to scrutinize security forces

· Support for civilian activities related to peace-building

· Cooperation to control, prevent and reduce the proliferation of small arms and light weapons – including weapons destruction.

DAC rules specifically exclude from ODA any activities combating terrorism – because they are generally seen as threats more to the donor country than the country receiving assistance 
. 
· Fossil fuels

Oxfam calls on all donors to work with their partners in developing countries to replace fossil fuel-related aid with pro-poor sustainable forms of energy. Multilateral development banks (including the World Bank) should immediately begin to shift their aid funding away from support for fossil fuel exploration and extraction and towards support for more sustainable energy solutions and projects more explicitly designed to meet developing countries’ energy needs as well as people’s access to affordable energy sources. 
Note that while Oxfam is calling to shift away from using aid money to support the extraction of fossil fuels, we are stopping short from calling for an outright ban on the use of aid money for these purposes at this point.  
· Climate finance
Oxfam believes aid effectiveness principles and practice apply to climate finance also.  Under the OECD DAC rules, resources provided for measures to mitigate emissions or adapt to a changing climate in developing countries are eligible to be counted as ODA. The DAC’s ODA handbook notes that aid money can be used for General Environmental Protection (410). This covers activities concerned with conservation, protection or amelioration of the physical environment.

Oxfam is not opposing that the DAC rules allow climate finance to be considered as ODA, as for instance adaptation measures will in many cases take place in the same sectors, and generally be of a very similar nature as, or consist of certain add-on elements of, measures of traditional aid finance. 
However, Oxfam is opposed to counting climate finance towards rich countries’ ODA commitments, particularly the commitment to provide 0.7 % of their GNI as ODA, for several reasons.

Firstly, the costs of climate change had not been factored into the equation when rich countries made their 0.7% promise, but now, and increasingly so in the future, climate change is an additional burden to the development of poor countries. Secondly, climate finance to support adaptation should be considered compensatory finance from those countries which are both most responsible for causing the problem and most capable for paying for the damages
. Consequently, rich countries should provide finance according to their responsibility for climate change and their ability to pay, as calculated for example by Oxfam’s Adaptation Finance Index (AFI). Thirdly, climate finance to support mitigating emissions in developing countries should be rather considered part of the rich countries’ fair share to global mitigation efforts. 

As a consequence, rich countries should provide climate finance additional to, and separate from, the funds they provide to meet their existing aid commitments. This applies to the provision of support. The actual use of climate funds on the ground will often be fully integrated with ‘traditional’ development funds, including development finance. There is nothing wrong with mixing climate finance and traditional development finance if that is seen as beneficial on the country level.
 As an initial step to ensure the additionality of climate finance, rich countries should refrain from counting the climate finance they report under the UN Framework Convention for Climate Change (UNFCCC) towards their 0.7% commitments. DAC rules should also be changed to ensure that climate finance is not counted towards the 0.7% commitment if it is simultaneously reported as a contribution under the UNFCCC. Conversely, the UNFCCC COP should agree that rich countries cannot consider finance they report towards meeting their 0.7% commitment as contributions towards their UNFCCC commitments.
1.3.  WHY SHOULD RICH COUNTRIES GIVE AID?  



1.4 PUTTING AID IN CONTEXT: NECESSARY, BUT NOT SUFFICIENT



Aid is one of many vital tools needed to help poor countries develop, fight poverty and inequality, promote gender equality and good governance, and meet humanitarian need. Whilst aid is not sufficient on its own to tackle these problems, it is necessary. However, given the scale of global poverty and humanitarian need, we must be realistic - aid alone will not end poverty or reduce global inequality. Oxfam believes that – 
A. Poor country governments must do more to tackle poverty at the national level; dedicating greater domestic resources towards fighting poverty and inequality including utilizing, where possible, other financial flows like foreign direct investment and remittances to this end; and providing an enabling environment for an equitable and sustainable private sector to flourish
B. Urgent Reform of the international trade and financial rules is vital to ensure poor countries can generate and retain more of their own resources for fighting poverty and inequality. This means fairer trade rules and greater protection from wildly fluctuating food prices. It also means reforms that enable poor countries to be better able to collect their own taxes from multinational companies and their own citizens. These changes will all enable poor countries to prosper independent from aid.
C. There is a need for innovative development finance beyond aid. These sources could be anything from levies on airline tickets to taxes on carbon consumption or transactions carried out in the financial sector such as bonds, derivatives and currency exchanges.  A financial transaction tax of just 0.05% for example could provide between $300 and $400 billion each year. 
The ultimate purpose of aid is to create a world where it is no longer necessary. But this will take time and until then aid will continue to be vital in poor communities across the world. 
1.5 DOES AID WORK? 



Aid saves the lives of millions of men, women and children in the aftermath of disasters and it transforms the lives of millions more by kick starting economic growth, helping parents feed their families and providing vital healthcare.

Every year, humanitarian aid helps millions of people survive the most extreme disasters and conflicts. Timely intervention to help people hit by hunger, floods or earthquakes is economic as well as moral saving money in the long run.

Development aid not only protects people from the worst effects of poverty, it also increases the options available to them and encourages enterprise. Aid pays for the roads and the ports. Aid pays to educate the entrepreneurs and business people of the future. A farmer who receives fertiliser and seeds paid for by aid can grow enough food for her family, and have a surplus to sell in the market to invest in educating their children and investing in new farm equipment to grow even more.  All this contributes to economic growth. Growth means more taxes are raised, so poor country governments are able to pay their own way with less reliance on aid.  

Stats and Facts

· Emergency food aid helps keep more than 90 million people alive each year. That’s almost five times the population of New York City. 

· Aid investments in helping people to feed themselves are 80 times cheaper than having to save a child’s life in an emergency feeding.

· 485 children are saved every day by mosquito nets and malaria medicines paid for by aid. That is the equivalent of 16 primary school classes.
· Aid doesn’t just help rebuild lives after floods and earthquakes – it’s helping to stop needless deaths before disasters strike. In Bangladesh, international aid has helped local people protect themselves from natural disasters. By 2007 the number of people killed by perennial cyclones in Bangladesh had fallen to around 2% of those killed in 1991, saving 135,000 lives a year.
· Aid has helped make basic healthcare free in Sierra Leone for mothers and babies since April 2010.  This has led to almost three times as many children attending clinics, saving many lives. 

· In Tanzania in 2000, just over half of children did not go to school.  Ten years later, with the help of aid, now every child in Tanzania goes to school. 
1.6. ADDRESSING CONCERNS AROUND AID 

i. Does aid stifle economic growth? 

Aid critics argue that aid hampers growth. They assert that where aid is found, growth is usually absent, because aid acts as a deterrent to investment. According to the critics, aid ‘crowds out’ investment by both acting as subsidised credit and by tarnishing the state and

economy as ineffective. 

 There is no clear evidence either way on whether aid has a positive or negative effect on growth, largely because of the complex nature of this relationship and variety of factors at work. In 1972 and 1973 Papanek found a positive relation between aid and growth
, as did Singh
(1985), Snyder (1993)
 and Fayissa and El‐Kaissy
 (1999) subsequently. More recently, Paul Collier has reinforced this argument, estimating that over the last thirty years aid has added around one percentage point to the annual growth rate of the bottom billion; “Without aid, cumulatively the countries of the bottom billion would have become much poorer than they are today."
 However, other academics have tried to critique these positive arguments, claiming that aid has a negative impact on growth as it erodes institutional quality, increases rent‐seeking and corruption. 

Whilst the jury is out on the impact of aid on economic growth, we do know though is the factors that do keep people economically inactive are poor health and lack of access to education, training, and jobs in the formal economy. Research shows that malaria alone costs Africa $12bn each year in lost revenue due to the millions of days and lives lost to sickness. Eliminating malaria could add 1.3 per cent to GDP growth.
 Aid provided to social sectors in developing countries plays a vital role in building the systems that keep people well enough to provide for themselves and their families. 

Finally, economic growth whilst important should not be the sole objective of aid as experience has shown us that growth alone does not guarantee an eradication of poverty. 

ii. Does aid foster dependency? 

Some critics say that aid creates economic dependency by encouraging governments and people to rely on a steady stream of charity from rich donors, rather than courting investment or working their way out of poverty. Many governments are currently dependent on donors to finance the core functioning of the state; withdrawing that money now will end that dependence, but by the same token, put millions of lives in jeopardy by compromising vital public services. At the same time, dependence can mean that donors, not developing country governments are at the helm, steering national development. Without confident, effective and accountable state institutions, able to take forward plans to reduce poverty and stimulate sustainable growth, dependency on aid will continue to be a problem – and building those institutions requires aid to be delivered in the right way.

There is no magic fix to aid dependency, but the best available route for warding off dependency is to ensure that aid builds up the human capital of developing country populations, acts as a catalyst for poverty reduction, supports effective state institutions and provides resources to better help an active population hold their governments to account. More predictable and less volatile aid also allows governments to plan more effectively for national development, which over time, will help to reduce their dependency on aid. Longer-term solutions for reducing aid should also form part of the discussions between donor and recipient governments. Together, these approaches will help aid work itself out of a job.
iii. Does aid undermine domestic accountability and tax collection? 

The ability of individuals to hold their governments to account on public spending decisions is the cornerstone of the citizen–state relationship. Critics argue that aid can get in the way of this relationship by making governments more accountable to donors than to their citizens, because in some countries aid monies are a more significant source of revenue than taxes.

 A history of donors intruding on government policy in developing countries to promote their own political interests or to impose particular development models has shown this to be a worry that should be taken seriously. However, good aid can strengthen rather than undermine government accountability to citizens, and evidence shows that even when countries are big recipients of budget support, tax revenue has not been affected as long as revenue strengthening measures have been employed in parallel with the aid.

A number of countries receiving long-term, high levels of aid have successfully managed to increase tax collection, and therefore enhance incentives for their governments to respond to citizens. Rwanda, for example, was able to quadruple its levels of tax collection between 1998 and 2006. Uganda also nearly doubled its tax-to-GDP ratio between 1993 and 2003.
 Recent research on Africa shows that overall tax incomes have doubled in absolute terms in the past six years.
 Reducing aid is unlikely to help a country make progress on tax collection and may even aggravate the problem. Making domestic taxes a stronger and more reliable source for financing development should however, be a key aim of aid. 

iv. Does aid fuel corruption? 

Corruption – the misuse of funds for personal gain – is a serious obstacle to development, not least because poor people are usually the first to pay its costs, by being denied essential public services. People living in poverty consistently pay more in bribes as a proportion of their incomes than richer people. Corruption is deeply disempowering for most of the poor people who experience it,
 and reducing its hold over societies is a crucial step on the path to reducing poverty and inequality.

Aid critics have argued that aid both leads to and fuels corruption, because it allows government officials access to money they cannot be trusted with, and can be spent on things that will not be in the interests of the public. In this light, aid is viewed as a core ‘facilitator’ of corruption – leading to the argument that it should be withdrawn.

In fact, although perceptions of corruption tend to be powerful and simplistic, its causes are complex. It is important to recognise that corruption affects all countries, not just those receiving aid, and all sectors, not just governments. Corrupt actors in developing countries

reap the benefits of corruption, but this does not mean that they alone are culpable, or that dealing with them alone will fix the problem. Neither is reducing aid a miracle solution. In fact, far from encouraging corruption, aid can play a key part in helping poor people to tackle it. In Zambia, for instance, budget support provided together with conditions for improving government transparency and public financial management helped reveal instances of corruption. In Mozambique, the national audit office, which receives aid funding, has increased scrutiny of government spending. And in Azerbaijan aid funded work to enhance capacities in local government has led to improvements in accountability to citizens and subsequently to increases in tax payments made by local populations.

Part of the myth that aid is a core catalyst of corruption is the perception that corruption is exclusively a problem of governments in developing countries. In fact, corruption often occurs at the interface between the public and private sectors, where companies are competing for public sector contracts or to buy government assets that are being privatised.

Corruption is a function of society, private or public. Corruption persists because there is both supply and demand for it, but donors can do much to address the supply side. In 2004 the World Bank estimated that over 60 per cent of multinational corporations paid undocumented bribes in non-OECD countries to procure contracts – and this has nothing to do with aid.
 Regulating international tax practices to reduce the availability of hideaways for stolen assets is an integral part of tackling corruption. Donor governments could fully implement the UN Convention Against Corruption and the OECD Anti-Bribery Convention. They could also step up domestic prosecution of their own private sector actors accused of bribery overseas. 


v.
Can countries absorb aid? 
Some people have raised concerns that poor countries cannot absorb the aid that donors have committed to give them, because their institutions lack the capacity to absorb and disburse that aid money. In fact, not only is aid currently much less than what donors have promised to give (section four explores donor commitments in more detail), but studies
have shown that significantly higher amounts of aid could be absorbed by poor countries,
and the experience of debt relief shows that countries are able to spend increased amounts of resources effectively if they are given the opportunity to do so. When Uganda’s debt was cancelled for example, the government of Uganda removed primary school fees and was able to more than double the number of children in primary school.

Aid is, however, more difficult to absorb when it is delivered by donors in an uncoordinated and unpredictable manner, through multiple and cumbersome procedures – often different procedures for each donor, and channelled through parallel implementation units set up by donors which duplicate the core functions of government departments. As section three demonstrates, practices like this can exact heavy administrative burdens, throwing sand in the wheels of government. Improved aid quality and absorptive capacity are therefore two sides of the same coin: building effective government institutions to handle resources in accountable and efficient ways, and reducing donor fragmentation will allow developing countries to absorb more aid, and long-term, help to reduce overall dependence on aid as a source of income.

Chapter Two: Who Should Give and Receive Aid?  

2.1 WHICH COUNTRIES HAVE A DUTY TO GIVE AID AND HOW MUCH SHOULD THEY GIVE? 




Which countries does Oxfam consider as rich? 
When Oxfam refers to rich countries we are referring to the OECD DAC Donors (23 in total). These comprise of the following countries: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Japan, Korea, Luxembourg, Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, United Kingdom, United States, European Union Institutions.
There is a need for a debate within Oxfam about whether we think other High Income Countries, like for example, Saudi Arabia, should also be held to account for 0.7% commitment. A decision also needs to be made on whether upper-middle income countries should be given a target to deliver aid, lower than 0.7% for example like 0.15%. However, given the time constraints this debate has not been able to take place, before sign off of this compendium.
How much should they give? 

In October 1970, the United Nations General Assembly adopted Resolution 2626, The International Development Strategy for the Second United Nations Development Decade. The resolution saw developed nations agree that a minimum of 0.7% of their GNP would be provided as ODA and to work to reach this goal by 1975. Since the signing of the resolution in 1970, industrialized nations have continued to reaffirm their commitment to achieving ODA levels of 0.7% of GNI, particularly in 2000 at the United Nation’s Millennium Summit.

In addition to the 0.7 % commitment, in 2005, leaders at the G8 Summit in Gleneagles promised to increase aid by $50bn a year by 2010 compared to 2004 levels. Of this financial commitment, the G8 pledged to direct $25 billion more aid each year to Africa by 2010, from 2004 levels.
At the same time, Europe stepped up as the leading provider of aid by pledging in 2005 to commit a minimum of 0.56% collectively by 2010, increasing to 0.7 % of GNI overall by 2015. 

How much are they giving? 

Less than half way to meeting 0.7% GNI as ODA

In 2010, DAC donors provided only 0.32% of their combined gross national income as ODA in 2010 – with aid levels standing at $127 billion. This is still less than half of the UN pledge of 0.7%. Only five countries to date have reached the UN ODA target and exceeded it - Denmark, Luxembourg, the Netherlands, Norway and Sweden.

Less than half way to meeting Gleneagles commitment

The OECD estimates that there is now a $19 billion shortfall (in 2004 dollars) against the 2005 commitments. Only a little over $1 billion of this shortfall can be attributed to lower than expected GNI levels due to the economic crisis according to the OECD. So even taking into account the impact of the crisis on rich countries national income, the G8 still failed to deliver a staggering $18 billion dollars.
The promises of the world’s leaders to deliver poverty reduction to Africa are also tragically short of what was promised. The OECD reveals that in 2010 Africa received only US$11 billion more than in 2004 – well under half of the US$25 billion increase promised. The failure of donors to deliver on their aid promises to Africa by such a scale will have drastic implications for Africa’s likelihood of reaching the MDGs, particularly those that are the furthest off-track such as hunger and maternal and child mortality.  
Italy, Germany, France, and Japan have all failed to find the money they promised to help the poor. Italy is the worst offender – providing only 0.15% of its national income as aid, the lowest of all G8 countries and a far cry from the UN target of 0.7%. Italy spent only $2.3 billion on aid in 2010, almost half of what the Italian government spent cars and drivers for ministry and other government employees. Germany is significantly off track, and France, chair and host of the G8 and G20 this year, also has some way to go, despite increases in aid last year. The UK is almost on track to meet its 2010 promise, and is on track to reach its promise of 0.7% by 2013. Canada has very nearly met its commitment and the United States has met its, but only because they both put so little money on the table in the first place. 

EU off-track

The EU has also failed to reach its collective commitment to provide 0.56% of national income in aid, falling short by €15 billion and delivering only 0.43% of national income as aid in 2010 collectively. By the European Commission’s own admission, if they continue along the current trajectory, reaching 0.7% will be delayed by 25 years.

2.2 Aid and the Private Sector

NEW TEXT and NEW POLICY


The private sector plays an increasingly important role in providing, channeling or delivering aid to developing countries. However, little information is available to determine the actual scale of private sector interventions globally and their long-term impact on the lives of the poor. While there is growing recognition inside Oxfam itself that the private sector can contribute to improving the way aid is ‘handled’.
, there is also an urgent need to clarify and differentiate Oxfam’s understanding of the roles that the private sector plays in developing countries – particularly when it comes to for-profit entities, like multinational enterprises, operating on the ground.

Over the last decade there has been a significant increase in the involvement of the Private Sector (PS) in aid projects and programs in developing countries. About one third of global ODA is used to procure goods and services from private firms that are needed for development initiatives in the South
. It is estimated that more than 60% of aid-funded contracts, however, are delivered by firms based in the North
. 

In addition to private contractors, there is a wide array of new forms of private aid provision, ranging from big business philanthropy to private financial mechanisms using aid to public-private partnerships. However, key international agreements on aid effectiveness barely mention these trends nor do they specify roles and responsibilities of the private sector. 


* Business Enabling Environment (BEE) refers here to regulations that support small-scale farmers and workers that should be a focus of governance programmes. Though BEE is just a category of programming that can be good (e.g. improving regulations) or bad (e.g. allowing concentration of market power, through measures such as tax-free (free trade) zones or other tax exemptions)
** OI will be refining its policy in this area during the course of 2012 

The private sector plays an increasingly important role in providing, channeling or delivering aid to developing countries. However, little information is available to determine the actual scale of private sector interventions globally and their long-term impact on the lives of the poor. While there is growing recognition inside Oxfam itself that the private sector can contribute to improving the way aid is ‘handled’.
, there is also an urgent need to clarify and differentiate Oxfam’s understanding of the roles that the private sector plays in developing countries – particularly when it comes to for-profit entities, like multinational enterprises, operating on the ground.

Over the last decade there has been a significant increase in the involvement of the Private Sector (PS) in aid projects and programs in developing countries. About one third of global ODA is used to procure goods and services from private firms that are needed for development initiatives in the South
. It is estimated that more than 60% of aid-funded contracts, however, are delivered by firms based in the North
. 

In addition to private contractors, there is a wide array of new forms of private aid provision, ranging from big business philanthropy to private financial mechanisms using aid to public-private partnerships. However, key international agreements on aid effectiveness barely mention these trends nor do they specify roles and responsibilities of the private sector. 
What exactly are we talking about?

New private actors are playing an increasingly crucial role in providing or managing aid. However there is not even consensus on what PS stands for. Current definitions are either too broad or changeable, pointing to an extremely heterogeneous sector. At least five different private stakeholder groups can be identified
:

· As providers of aid: usually non-profit private foundations. Their intervention may provide considerable levels of funding, which often has an impact in terms of policy direction and implementation. Foundations also have the comparative advantage of being more flexible in spearheading innovative approaches to development. On the other hand, they may represent a shady entity in terms of accountability standards, particularly to developing countries and civil society. These actors are not subject to any aid effectiveness regulatory framework, even though there are private donors who voluntarily and publicly provide their data. 

· As aid conduits: ODA can be channeled through Development Finance Institutions (DFIs), like the European Investment Bank and the International Finance Corporation (IFC). These institutions channel considerable amounts of aid and non-aid flows to developing countries. Channeling public money through private financial intermediaries – mostly to raise financial capital – raises a lot of questions as to the ultimate benefits of these investments to the poor. Indeed, there is a worrying lack of data and evidence supporting the growing trend of ‘blending’ ODA with private funds to leverage private finance for development purposes – often in the form of subsidized loans. It is unclear how private financial institutions or intermediaries are chosen and how they can effectively track and evaluate the social impact of their intervention. A recent report by the World Bank’s Independent Evaluation Group pointed out that less than half of IFC’s projects successfully reached the poor
. Using scarce public resources for private finance may be worth the risk only if it has clear poverty alleviation purposes and proven benefits to the neediest. Also, blended non-ODA funds should never be counted as a contribution towards existing aid commitments, like the 0.7%.
· As partners: this terms usually refers to big for-profit private entities involved in Public-Private Partnerships or PPPs, which are designed to promote investments (e.g. in basic utilities or large infrastructure) in developing countries. This kind of partnership also implies using different levels of public and private (‘blended’) funds, even though they are mostly used to carry out direct interventions on the ground. PPPs have the potential of becoming a tool for rewarding the responsible behavior of private firms and benefitting the poor, provided that the partner selection process is made public and transparent and that the recipient country – including its citizens – is actively involved in the selection. 

· As contractors: this is the biggest private sector category, including for-profit private entities which provide products or services for development activities. While the rationale behind choosing these actors may be a widespread belief that the private sector is more efficient and effective in service delivery, the current donor procurement system undermines its potential with little competition and heavy red tape. There is a severe bias in favor of Northern implementers – a trend that has produced a new form of tied aid, with Southern contractors practically excluded from the selection process
. Even where Northern contractors are implementing development programs, there are further opportunities for them source goods and services from developing countries during implementation and maximize the involvement of local enterprises. Also, private contractors may lack clear poverty eradication criteria or may not be CSR-screened.

· As aid recipients: sometimes aid agencies and private foundations can give grants directly to small and medium sized enterprises (SMEs) in the South, including small cooperatives and smallholders. This aid money is meant to help local for-profit entities in order to boost the domestic economy in developing countries. 

What kind of private sector is good for developing countries?

There is added value in involving the private sector to improve the quantity and quality of aid. 
MNEs can and should ensure that all their business operations, principles and standards are consistent with internationally recognized standards of responsible business conduct, such as the UN Guiding Principles on Business and Human Rights, the OECD Guidelines for Multinational Enterprises and the IFC Performance Standards
. This also applies to investment in infrastructure, all supply chain, contracting and business relationships. Most importantly, enterprises should carry out risk-based due diligence to identify, prevent and mitigate actual and potential adverse impacts of their action on developing country citizens and their governments, particularly if they operate in fragile settings. They must not, directly or indirectly, offer, promise, give, or demand a bribe or other undue advantage to obtain or retain business, either directly or through their business relationships and contractors. Transparency and compliance with national laws and internationally recognized standards are crucial to long-term engagement with local communities and governments in poor countries. The primary obligation of private companies operating on the ground or providing aid-related services should be to ‘do no harm’. Companies must obtain the Free, Prior and Informed Consent from indigenous peoples and communities affected by their action
.  
They should also contribute to economic, environmental and social progress with a view to achieving sustainable development. This means that they should also ensure that pay their fair share of taxes. Large MNEs should be considered amongst the most reliable tax payer considering the wealth they create globally and yet experiences show that in many countries they use all the possibilities to reduce their tax bills, sometimes breaking the law. The cost for tax evasion
 alone, by MNCs is roughly the global annual amount of ODA: it is estimated that 125 billion Euros a year of tax revenues are lost for developing countries.
   Tax avoidance
 by multinationals is even bigger and hard to estimate. 

Private providers, including private foundations, can help promote certain innovative financing mechanisms or local PS activities like micro-lending. Public-private partnerships can be a tool to incentivize companies to enter markets previously deemed unprofitable. At the same time leveraging the expertise, technology, and networks of the private sector can be a key to their success
.

As for private aid recipients, for-profit entities working in key development sectors can greatly contribute to poverty alleviation through their core business strategy. This step would help to ensure that the company’s business model is consistent with the internationally agreed development goals (IADGs) -  a wide range of international agreements including the Millennium Development Goals and other key principles on human rights, decent work, resource management, etc.
. This step implies moving beyond mere Corporate Social Responsibility (CSR) towards business models that benefit and include people living in poverty.

CSOs have agreed on a specific set of guidelines on their own effectiveness as development actors in the Istanbul Principles. However, unlike aid administered by donors and CSOs, private sector-administered aid is not covered by any agreed set of operating guidelines. This situation needs to change. Private sector-administered aid must operate, as CSO-administered aid does, to an agreed set of accountability and compliance standards. These could be the same as those set out in the Istanbul Principles for CSOs, or they may need to be designed to be specific to the  private sector acting as an aid distributor. What is certain is that the current situation where CSOs sign up to meet certain standards, while the private sector remains unaccountable in this new role, is not acceptable. Any protocol for private sector stakeholders involved in aid-related activities should build on existing aid effectiveness principles, as well as incorporate previous international agreements on human rights, decent work, gender, environmental standards, tax compliance, etc. like those envisaged by the IADGs, the OECD guidelines for Multinational Enterprises and the IFC Performance Standards. This second step would ensure that private sector development activities promote good aid in terms of ownership, alignment, accountability and transparency.
Finally, Oxfam would like to see a private sector that is willing not only to agree on a set of aid effectiveness principles, but also to be actively engaged in enforcing it. The best monitoring is the one where private businesses or partners first are willing to comply to their own rules towards the mutual advantage of helping the poorest and improving their performance through responsible business models. A key challenge in ensuring private sector compliance is to identify appropriate incentives for international and national for-profit entities to invest in the developing country. This process requires donors to enhance the national regulatory capacity by supporting a strong legislative framework, as well as the full consultation of the national government and civil society to find the most appropriate and equitable measures. 
What can other development stakeholders do to assist this kind of private sector?

The donor community can greatly contribute to clarifying to what extent private aid interventions have been successful and what all relevant stakeholders can learn from their challenges. There is a strong need for independent research on the selection criteria and the impact of private interventions on poverty eradication in developing countries, particularly when public funding is used as a leverage of private finance
. Using scarce public resources to invest in the development of private businesses, to facilitate market linkages or promote entrepreneurship should occur when the intervention addresses power disparities, targets the most vulnerable people and is ecologically sustainable. This includes using aid to stimulate equitable, inclusive and sustainable growth with a direct impact on the poorest and most vulnerable
. 
Secondly, donors should untie all aid that is delivered through private contractors. They should also make their tendering and procurement systems less onerous and more accessible to enterprises in developing countries. This should include actively seeking opportunities to source goods and services from poorer communities, including smallholders and women’s cooperatives.

Thirdly, donors should lead by example and promote an enabling environment for effective PS interventions by complying with the agreed principles of accountability and transparency – particularly when it comes to disclosing information on their procurement systems and PPPs financed. This would allow for a level playing field for smaller PS actors in partner countries, who would be able to bid for international contracts, if they so wish. Donors also play a pivotal role in helping partner countries develop their domestic private sector, for example by providing incentives or facilitating access to finance and resources for small and medium enterprises (SMEs). They can help strengthen the links between local/national PS stakeholders and international companies by enhancing national regulatory capacity and contributing to a more solid national legal system that can adequately fight corruption. Aid agencies can facilitate a multi-stakeholder dialogue on aid effectiveness which can help partner countries monitor their compliance to agreed principles and keep a focus on national development plans. Donors can also ensure some of their aid is used to help strengthen developing countries ability to collect their fairshare of taxes from the private sector, particularly MNEs.
CSOs can help by starting a dialogue with PS stakeholders in order to share knowledge and understanding of what effective aid should be. They can offer a wealth of expertise and experience working to alleviate global poverty. They can share knowledge and understanding of what effective aid should be, whether it comes from public or private sources. They can play a positive role in helping convene different private and public stakeholders and in facilitating a pro-poor impact of PS interventions. CSOs should be actively consulted in defining the roles and responsibilities of the PS in developing countries, as they can provide useful and constructive advice based on decades of evidence and joint initiatives with the private sector.

2.3 Aid and the Role of Emerging Economies 

NEW TEXT AND NEW POLICY:

Oxfam recognises the increasing role of developing and emerging economies in development cooperation - which are normally referred to as New Development Partners or NDPs – both through provision of aid and through technical assistance. In most cases, this cooperation is part of a broader package of engagement in developing countries, taking a variety of forms and occurring for a wide range of reasons and motives. Some of these reflect similar motives that drive traditional OECD donors’ provision of aid. Emerging economies like China and India are playing a greater role in global economic affairs; they have increasing foreign policy, economic and strategic interests outside their own borders; they want to strengthen strategic relations with other countries where they see a mutual benefit; they are pursuing trade, investment and natural resource extraction opportunities; and they believe the provision of aid and development cooperation will assist these objectives. Other new donors, like Brazil, are shaping international development policy by adopting a rights based approach looking at food security, agrarian reform and agriculture. Arab countries are becoming more and more important, particularly in tackling poverty and humanitarian crises in fragile settings.

NDPs’ participation in development cooperation includes the provision of finance, usually in the form of project loans or grants. This can involve channeling substantial volumes of finance, in some cases surpassing that of DAC donors. The terms of the provision of this finance differs from case to case, but often have little political and governance conditionality, relatively high levels of loan concessionality, and high levels of tying. Some NDPs also have a long history of providing technical cooperation, which does not involve an exchange of funds. This is also called South-South Cooperation or SSC. Recipient countries may often look at SSC as different from North-South cooperation and aid relationships in that it is based on a shared history and experience, shared principles – such as non-interference - and a close understanding of local conditions and development challenges. For example, Brazil’s National Council on Food Security and Nutrition can offer valuable lessons learned and best practices on how to use a participatory and transparent approach to public policy. 
The increasing role of NDPs in the provision of aid and development cooperation has a number of implications for the current aid system. Oxfam is aware of the need to weigh these up carefully and to take a balanced approach, and to ensure its policy position on NDPs is informed by appropriate evidence and analysis. Increased NDP presence has a number of positive repercussions, such as new opportunities for recipient countries, additional finance and access to relevant technical cooperation, and new types of working and aid relationships that are not defined by traditional North-South dynamics. At the same time there are risks and issues that are potentially of concern. These relate firstly to NDPs motives for providing aid, and whether their aid is consistent with principles that are central to Oxfam’s work, such as appropriate focus on poverty reduction, inequality and women’s empowerment; consistency with international human rights standards; recognition of the role of civil society in development, appropriate accountability standards, appropriate transparency, etc. 

In addition, the increasing role of NDPs has implications for the broader aid system and for current international agreements on aid effectiveness. Many NDPs are either operating outside of the current OECD-DAC system and its conventions and norms, or are wary of engaging with it. Similarly, many are hesitant to actively pursue the principles and targets agreed by traditional donors to ensure quality aid. Oxfam recognises that NDPs may have good reasons for this reluctance, in particular because the current aid system, and international aid agreements derive from a historically Northern-dominated foundation. NDPs, understandably, want an international aid system that reflects their increasing roles and contributions, and that acknowledges that the system is now in a period of change. 

Oxfam recognises that NDPs are a legitimate part of international development cooperation efforts and have an important and legitimate role to play in providing aid and in working with developing countries to address their development needs. At the same time, Oxfam also believes that NDPs should also take steps to ensure the effectiveness of their aid, and that it leads to positive development outcomes for people living in poverty. Oxfam recognises that at this point in time NDPs may wish to independently pursue their development cooperation programs. In the longer term, however, international development cooperation efforts, and people living in poverty, will benefit from NDPs working collaboratively with other donors and their development partners towards aid effectiveness and poverty reduction objectives. 

Oxfam is in the process of carrying out in-depth research on the principles, commitments and practices of NDPs in developing countries.
2.4 HOW SHOULD AID BE ALLOCATED? MICs v LICs, BILATERAL V MULTILATERAL






*Please note that the recommendations apply to donors and not automatically to Oxfam’s investment strategy (to be decided in the next months) as we are a different type of development actor. OI will be developing its policy on the role of emerging donors in development and financial transfers during the course of the next few months which may lead to more detailed policy in this area.
The question of how to allocate aid across and within countries is not an easy matter. As a rights-based organization Oxfam believes that aid should be focused on assisting the poorest and most disadvantaged countries and communities and meeting humanitarian needs. 

In reality this means taking into account a number of criteria to determine aid allocations, including income per capita, but not limited to it.  Other criteria should include health and education outcomes and levels of gender equality. 

We also acknowledge that local perspectives on capacity and absorption and effectiveness of aid should be taken account when determining levels and the types of aid required. 

 Importantly, whilst we think that a government’s record or degree of commitment to make progress on human rights and governance are important factors for determining the types of aid you deliver for a country, we do not think they should determine overall development aid levels. Why? Because poor people who are already suffering because they live in countries where their government has a poor record on human rights and/or governance an no commitment to improve this, should not be made to suffer twice, with less aid flows. Instead donors should looks to find ways to deliver aid straight to the poor which circumvent the government like delivering aid directly to non-governmental organisations for example or executing donor run projects. 

Aid to Low Income and Middle Income Countries and Least Developed Countries

Classifications 

Currently, most donors use the World Bank’s Country classifications approach when looking at income to determine aid allocations. The World Bank classifies a Low Income County as any country that is on less than $1005 dollars per capita and a Middle Income Country as any country that has an income per capita between $US 1006 - $12, 275. As one can see these classification are extremely broad in their scope, a country like Cameroon cannot be treated in the same way as country like Argentina in terms of aid levels. The Bank does break the MIC category into two groups Lower MICs and Higher MICs, which does help, but even within LMICs the income range is large $1006 - $3975. 

Another problem with the Bank’s classifications is that countries often flip between categories several times, making them unstable indicators of countries progress. For example of the 27 countries that graduated from LIC to MIC status in the last decade, 18 had already been MICs in the past but had relapsed to LIC status, mostly in the early 1990s.
  

How much ODA goes to LICs? Currently, only 43% of ODA is spent in Low Income Countries at present. 

TABLE 4: GLOBAL ODA TO NEW LICs (2010 Classification)
	ODA GIVEN IN 2008 TO NEW LICs*

	
	2008
	2009

	Overall ODA**
	US$89,530
	US$92,515

	ODA to new LICs
	US$36,900
	US$39, 892

	Percentage of ODA** that goes to LICs 
	41%
	43%

	*Based on World Bank 2010 country classifications and the list that Andy Sumner’s uses in his paper. 

** Minus aid that is not allocatable by income 

(Source: OECD DAC, Net ODA Disbursements all in 2008 constant US Dollars)


The UN uses a different classification that takes into account not just a countries income level. Least Developed Countries (LDCs) are classified by the United Nations since 1971 on the basis of three criteria – low income (below $900 US dollars), weak human resources measured by a range of indicators like nutrition, mortality of children under five, school enrolment and adult literary, and by high economic vulnerability measured by population size (you have to have less than 75 million people living in the country), diversity of goods exported, share of agriculture, forestry and fisheries in the economy, agricultural production and homelessness owing to natural disasters. 

There are currently 48 countries that qualify as LDCs. Importantly, this group represents 12 of the countries that have recently graduated to Lower Middle Income Countries by the World Bank. How is this possible if they have an income level above $900? In order to graduate from LDC status a country needs to make progress in more than 2 of the criteria. So you could graduate into a new income status but still remain a LDC due to the other two criteria. This provides for a more nuanced approach to poverty and far more stable group countries, though not perfect.  

The UN calls for all OECD DAC donors to provide 0.15% of their GNI as aid to LDCs. Currently OECD DAC donors are only providing 0.9% of their GNI as aid to LDCs overall, with only 9 donors meeting the target out of 22 - Belgium Denmark, Finland, Ireland, Luxembourg, Netherlands, Norway, Portugal, and the United Kingdom.
Where do the poor live? 
Recent research by the Overseas Development Institute in the UK Andy Sumner’s Global Poverty and the New Bottom Billion (2010)) reveals that three quarters of the world’s poor (and not just in relation to income but also multi-dimensional measures of poverty) live in countries that are now classified as middle income, and a quarter of poor people live in low-income countries. This is a significant change from estimates in the 1990s that around 93% of the world’s poor lived in LICs. 

So what has changed? The poor haven’t all moved from their native country, but since 2000 a total number of 29 poor countries have ‘graduated’ from low-income status and moved up the income chain to become middle income countries. Among them are highly populated countries, such as China, India, Nigeria, Pakistan and Indonesia, but also more recently smaller countries like Ghana and Zambia. If we leave out China and India, then the number of poor people is spread almost evenly across LICs and MICs. This is true even when we consider non-income dimensions of poverty. 

This evidence points to the fact that increases to a countries income levels does not necessarily mean a significant reduction in poverty levels as looked at across a wide range of factors and that many MICs are still left with considerable pockets of poverty and deep internal inequalities. These changes have implications on how much donors should focus their aid on poor countries as opposed to poor people and throws up questions as to the role and impact of aid versus other instruments in reducing poverty in differing country contexts. 

With this evidence in mind and the problems with income classifications, Oxfam believes that donors should: 
· Treat countries income levels on a sliding scale basis, rather than putting them into separate income blocks to avoid significant reductions in aid flows as countries cross arbitrary income thresholds
· Ensure the significant majority of their aid (e.g. 70% or above) is spent in low income countries where poverty, as measured by other criteria beyond just income, is prevalent, and those lower middle income countries which have an income level below $1,500, which also have high levels of poverty.This is in recognition that poor people living in lower income countries  (LICs and LMICs) are more dependent on aid flows due to the lack of access their governments have to other significant financial flows (domestic and external) than richer countries who may also have similar or even higher levels of poverty. 

· As part of this approach, donors should ensure that 0.15% of their GNI is allocated as aid to Least Development Countries (LDCs) as this classification is based on a multi-dimensional approach to poverty and need. 
· Finally, donors must remain committed to supporting all MICs (Lower and Higher) to eliminate poverty in their countries, by identifying the best modalities suited to addressing this goal. This should involve donors looking at a range of instruments financial and non-financial - from delivering aid and debt relief to working to harness remittances and foreign direct investment flows for development purposes, to supporting fairer international trade rules, intellectual property rights regimes, more equitable international tax laws and international governance structures, to assisting with knowledge transfer. What is vital is that these interventions are pro-poor, promote equity and equality, including gender equality, build local capacity and ensure universal access to essential services. 

Aid allocations between Multilaterals and Bilaterals

At present the amount of aid that is delivered bilaterally and the amount of aid that is delivered via multilateral organisations at the global level is highly uneven, with only around 30% of global aid flows going via multilateral organisations. Oxfam calls upon on all donors to address the current imbalance which favors bilateral aid spending over multilateral aid spending, by allocating at least half of their aid to multilateral organisations. 

Whilst Oxfam supports bilateral aid, we think that aid delivered via multilateral organisations can have cumulative lower transaction costs, can reduce aid fragmentation on the ground, and can address global problems and provide support for global public goods that cannot always be addressed bilateral aid funding. 

This is not to say that multilateral organisations are perfect. Donor governments should do more to improve the governance of many multilateral organisations to ensure they have more equitable member representation, work better to promote gender-based development, be consistent in funding key areas of pro-poor investment, and ensure that their development initiatives are sustainable in the long term and work towards enhancing domestic accountability in the countries they fund. In choosing which multilateral organizations to support, donors should refer to a common assessment framework to measure their performance based on transparency, accountability, predictability of funding, levels of budget support delivered, ability to tackle inequality and effectiveness in helping the poor improve their living conditions. 

Oxfam supports bilateral funding when it brings an added value in terms of diversity of instruments used, innovation in policy and practice, and willingness to explore alternative development schemes which allow developing countries to have more and better options to reduce poverty. In line with this we urge countries that are considering setting up a new aid agency to demonstrate before-hand the added value of establishing additional bilateral funding mechanisms, rather than providing funding directly to existing multilateral organizations.
Chapter Three: How does Oxfam think aid can be made more effective?
3.1  Context: International Aid Effectiveness Obligations

Over the last decade, there have been a number of international agreements aimed at enhancing the effectiveness of ODA, led by the OECD Development Assistance Committee (DAC). Two landmark agreements to improve the quality of aid – the Paris Declaration on Aid Effectiveness (2005) and the Accra Agenda for Action (2008) - have been signed by over 100 donors and developing country partners.  These agreements identify five basic principles for ensuring effective aid and set out a range of indicators and targets to be met by 2010 for achieving progress in these areas. The principles are: 
· Ownership – aid recipients should forge their own national development strategies with their parliaments and electorates
· Alignment – donors should support the strategies developed by aid recipients 
· Harmonization – donors should streamline their efforts and ensure coherence among them in-country 
· Results – development policies should be directed to achieving clear goals and progress towards these goals should be monitored
· Mutual accountability - donors and recipients alike are jointly responsible for achieving these goals
. 
Oxfam supports these principles, and the idea of time-bound global targets and indicators on aid effectiveness, to hold donors and developing countries to account for progress. However, we believe that donors and developing countries must not only deliver on the Paris and Accra targets, but should go further them. In particular, Oxfam is calling for a greater level of ambition to ensure that aid enhances democratic accountability in those countries that receive aid; that it delivers results that matter for poor people; that aid is delivered in a predictable and transparent mannerso recipients can use it more effectively; and, that more aid is provided as budget support to build country ownership and to strengthen essential public services. 

Future agreements on the effectiveness of aid – like the one that will be reached in Busan, Korea in late 2011 – will need to reaffirm past aid commitments and targets, as well as provide a workable set of future indicators to measure progress at both global and domestic level beyond 2010. All donors, traditional and new alike, will need to focus on pro-poor results, democratic ownership and aid that is transparent, predictable and channeled through government systems whenever appropriate. 

International aid reform debates are currently held at the OECD DAC. Despite its excellent technical capability, the DAC’s structure governance does not give adequate representation to recipient countries and civil society, which are unable to hold strong positions in negotiations. The UN Development Cooperation Forum
 offers one possibility for a more equitable forum for aid debates. The DCF is part of the UN Economic and Social Council is mandated to enhance the implementation of the internationally agreed development goals, including the MDGs. Donors, however, would prefer the UNDCF to focus only on mutual accountability. The Busan agreement will likely clarify how the UN and the OECD will work together on aid effectiveness.
Finally, Oxfam also believes that humanitarian and development challenges can be tackled effectively only if aid providers adopt a rights-based approach, which puts people at the heart of the question and ensures that their rights are respected and their participation is sought as aid seeks to improve their living conditions. A human rights approach implies mainstreaming gender into all development policies with the ultimate goal of achieving gender equality
.

3.2  Ensuring Aid supports Democratic Ownership


A country’s sources of growth, how that growth is distributed or not among its people, the provision of basic services and security, the state of human rights and justice, and the rules needed for functioning market economic and democratic political systems, are first and foremost a function of the relationship between citizens and their government.
As the United Nations Conference on Financing for Development recognized, ’Each country has primary responsibility for its own economic and social development, and the role of national policies and development strategies cannot be over-emphasized’
. In the jargon of development this is called “country ownership”, which means that policies must be fully owned by poor-country governments and their citizens. If the policies are foisted on them as the price of accessing aid, this vital ownership will be undermined. The Africa Commission in 2005 concluded, ’History has shown us that development cannot and does not work if policies are shaped and forced by outsiders’
. 

Donors must do all they can to ensure their aid therefore empowers effective states and active citizens and does not hinder this important compact. In order to achieve this, donors can empower states by: 

Aligning, where possible, their lending to national development plans that have been formulated by not only developing country governments but also parliamentarians and civil society (including women’s organisations) and provide support and positive conditions to ensure greater domestic accountability (see section 3.5 for more on this). To this end, the participation of women’s organizations is critical. National development planning needs to enhance the participation of women and actively take into account their concerns.  It should be a prerequisite to include and support national women’s and civil society organisations at each stage of the management cycle.
Sharing more control with and building the capacity of recipient governments by providing more aid through country systems, including scaling up the use of direct budget support and other forms of budget aid, where appropriate (see more in section 3.4). Donors can do more to help strengthen a government’s ability to deliver services and provide greater domestic accountability by directing more of their aid through country systems, and helping to build the capacity of these systems through support to national audit offices, accounting offices for coordination and management of budgets, management and information systems, independent legislative arms and local branches. 

Stopping attaching economic policy conditions to their aid. These are conditions that press countries, as a requirement for aid, to adopt specific economic policies such as trade liberalisation, elimination of subsidies or privatisation.  They also include quantitative conditions such as keeping to a specific level of budget deficit or inflation which the IMF continues to attach to its lending and to which donors often link their budget aid.  We do not believe donors should use aid to insist on their own economic blueprint, because it undermines a country’s right to determine its own economic policies in consultation with citizens and civil society. What is more, it does not work. Countries that have successfully reduced poverty and inequality have taken a wide variety of paths, experimenting with policies and building the quality of state institutions by learning from their own experience.
Enhancing Aid Transparency. - Oxfam believes that donors need to be far more transparent about the way they deliver aid in order to enable recipients to use it more effectively and to ensure it is used in a manner which is accountable. We need more and better information for aid to deliver on its potential. This information needs to be timely, accessible, comparable and comprehensive. All donors should sign up to the International Aid Transparency Initiative (IATI). In addition, they should ensure that all ensuring all draft and final aid contracts are published, including the conditions, in a manner which is accessible and timely for the public in recipient and donor countries and all follow-on material including evaluations.
Empowering Citizens. 

Donor must also use their aid to strengthen domestic accountability within developing countries, including by supporting accountability through national democratic institutions. Domestic accountability refers to the ability of citizens to engage and hold their governments accountable for responding and supporting citizens’ needs. Donors must ensure their aid helps give citizens a bigger role in domestic accountability as a means to strengthen, and not undermine, the government citizen compact. With a bigger role, citizens are better able to define the development agenda and hold their governments and donors to account by using clear and monitorable indicators on aid effectiveness.  
In order to achieve this, donors can empower citizens by: 

Providing More and Better Funding to CSOs, Parliamentarians and the Media - Donors can support country ownership by providing more long-term, predictable and core financial support to civil society groups, parliamentarians and the media in country to hold their governments better to account for decision-making. In particular, donors should provide more long-term financing of women’s rights and gender related activities on all levels of society as a prerequisite to achieving the Millennium Development Goals and, ultimately, gender equality. Donors should not only target the process of mainstreaming gender into all aspects of society, but also empower women through separate initiatives which focus on upholding women’s rights. Financing women’s organizations and other civil society groups working to change existing attitudes about gender relations and to end all forms of women’s discrimination is pivotal. Core and multi-year funding especially needs to be increased to give organizations working towards these goals long-term financial and organizational stability, which is crucial to effective design and implementation of program activities. 

Including citizens in aid contracts - Ensuring all development of aid contracts and the monitoring and evaluation of these contracts our undertaken with consultation of not only developing country governments but also its citizens. 
Attaching Conditions to their aid that enhance domestic accountability and providing technical and financial support to enable these changes to happen  - Oxfam believes donors have the right to attach conditions to their aid that encourage developing countries to strengthen and enhance domestic accountability – these include, for example, making donors budget aid conditional on basic information like government budgets being made public example (see more in section 3.5on this). We also believe that donors must provide the financial and technical support to developing country governments and their citizens to strengthen critical domestic accountability mechanisms and institutions.  

Not Undermining Domestic Accountability  – Donors should pay special attention to the manner in which they engage and intervene in domestic processes, which include decisions on types of funding and using participation and consultation, so that the state can be held accountable to its people. Donors should encourage poor countries to mobilize their own resources not only to collect new funds for development, but also to galvanize citizens towards increased scrutiny of their government. 

Supporting an Enabling Environment for CSOs - The legal/political environment in which development occurs has a great potential to promote domestic accountability. In a number of developmental states, like Cambodia in 2011, governments are restricting the space for civil society to function. Ensuring civil society has the right and protection to assembly, advocate, and engage governments is critical for development. Donors need to commit to supporting the ability of a civil society to advocate for their rights by instituting that all government partners commit to supporting an enabling environment for civil society. 
3.3 GETTING THE RIGHT RESULTS FROM AID

Citizens in recipient countries should ultimately determine what results count – as recipients of aid. All donors should systematically draw their results from local, national and regional development plans that have been created in participation with citizens of that country. A strong role for, and space for, civil society to function and advocate for citizens’ priorities are necessary for this principle to function in practice.  

What type of results matter? The results that matter are those that capture outcomes and impact, rather than inputs or outputs, even though these can be proxy indicators to monitor along the way. This is the only real way to measure whether meaningful change has happened. Donors should not shy away from difficult to quantify results, such as women’s empowerment, and set themselves a range of both quantitative and qualitative results.  The temptation to focus on quick results must be tempered. Long-term results matter just as much and donors should provide more of their aid on a longer term basis over a 3–6 years period to enable these longer-term development objectives to be achieved.  

Ultimately, the drive for results must contribute towards effective aid and not undermine it. The international commitment to ensure that more aid is country owned, predictable, provided on budget and through budget support, and less administratively burdensome on poor countries must be maintained. While the MDGs do not specifically measure social change, they are a very useful, internationally agreed starting point for further work on recipient country owned results frameworks. By providing funds with these principles, donors are allowing citizens to be part of this process. 

Finally, the monitoring and evaluation of all results should be driven at the national level by the recipient country, with civil society and parliamentary input. Donors must coordinate together to provide financial and technical support that builds recipient country capacity to monitor and report back on results effectively to all donors in a single format, so as not to overburden local institutions. 

What about providing aid based on the results achieved?

Donors are experimenting with a number of ways to improve the results that aid can deliver. One avenue being explored is using aid instruments that tie all or partial amounts of aid money to the delivery of upfront results, effectively guaranteeing results for the donor before they hand over the funding. Results-based approaches intend to change the incentives actors face in order to deliver development outcomes. Whilst this approach would lessen the chance that aid goes to ineffective programs and does to some extent empower recipients to deliver the results as they chose, Oxfam is extremely concerned by approaches that make all funding contingent on delivering results. This is because it makes poor countries pay the bill initially for progress, rather than taking advantage of available donor resources, both financially and through technical expertise. Some extremely poor country governments, with limited domestic resources or access to external finance, will find it extremely difficult to deliver key results without financial assistance upfront. Results-based approaches also place all the risk of failure on developing countries and not on the donor for delivery.  

Oxfam believes donors should proceed with great caution, sharing lessons learned, piloting new approaches and evaluating the impact in an inclusive and public manner to assess the costs and opportunities. Donors should be especially reluctant to use these types of funding in fragile settings. Recently, the European Commission has signed the so-called ‘MDG contracts’ – a six-year funding mechanism – with eight African countries, which receive a portion of the total commitment (about 15%) as a reward for their performance against MDG-related outcome indicators
. The final tranche is disbursed pending a positive mid-term performance review and subsequent annual monitoring. Preliminary findings show that this kind of results-based aid supports pro-poor outcomes and allows for a significant degree of predictability thanks to a relatively modest variable tranche. Oxfam recommends that other donors follow this example in testing their own results-based aid approaches.

3.4a PROVIDING MORE AID AS BUDGET SUPPORT
*OI is likely to develop more sophisticated policy in this area within the context of influencing the World Bank’s Safeguard Review

What is Direct Budget Support?
Direct Budget Support refers to both General Budget Support (GBS) and Sector Budget Support (SBS). It is characterized by the fact that funds are channeled directly to partner governments treasury funds; they are not linked to specific project activities but aim to finance the government budget and; they are used through the government allocation, disbursement, procurement, accounting, reporting and accountability systems. GBS is supposed to differ from SBS by focusing on the country’s development and poverty reduction framework as a whole and/or the macroeconomic and fiscal framework, whereas SBS focuses on one sector.  Importantly, the aid is meant to be mixed in completely with government and cannot be tracked separately. Instead the standard government systems for monitoring expenditure are used.  

In reality, donors use a range of instruments, which whilst not technically direct budget support, disburse large-scale financing into the government budget, with various devices for providing a degree of protection of the donor funding against some of the risks entailed with direct budget support.  ‘This has led to new terms like ‘GBS look-alikes’, ‘budget aid’ and ‘flexible aid’. These include a range of different forms of sectoral/thematic basket funds, which can be quite similar to SBS but with derogations from the government mainstream PFM systems (and that some donors do call SBS, others not). Multi-Donor Trust Funds (MDTFs) are a form of basket fund, and they too can be very different from each other, An MDTF can act as a budget support donor, channelling funding into the government budget, or channelling funds to third parties, or to both.
 

How Much ODA does Oxfam think should be provided as Direct Budget Support or other forms of budget aid? 

Oxfam is not advocating that all aid be given as direct budget aid or other forms of budget aid, just an increasing amount. At present many donors are under-utilizing these aid mechanism. On average between 1999 and 2009 donors have only provided around 2% of their aid to the world’s least developed countries as general budget support. 

GRAPH X: On Average Donors Only Provide 2% of their Aid to Least Developed Countries as Budget Support 
[image: image1.png]—Alldonors

/AN

A~/

600¢
L00¢
S00¢
€00¢
T00¢
6661
L66T
S66T





*Source: ODI Presentation, Budget Aid Good or Bad for Development, Brussels 2011

Oxfam is calling for all rich countries to provide increased direct budget support or other forms of budget aid – with the aim of providing 50% of their aid. Each Oxfam affiliate should decide on a reasonable mid-term target and a timetable that is ambitious, but appropriate to their national contexts. This would always leave 50% of aid flows to support donor projects and CSOs, like women rights organisations. Donors should not use an increase in budget support as an excuse to cut aid to civil society groups.
Why Does Oxfam Like Direct Budget Support and other Forms of Budget Aid? 

• Helps to build strong and accountable states vital for ensuring growth and poverty reduction. 

History has shown us that active and effective states held to account by empowered citizens play a decisive role in bringing about development. They ensure economic stability, guide and upgrade industry services and agriculture, promote trade and guarantee the provision of physical infrastructure, rule of law and essential services. History has also shown us that development works best when governments are responsible and accountable for their own strategic development paths, including taking direct responsibility for and, ownership of, the disbursement of ODA. Direct budget support (and other forms of budget aid) are the best means of using aid money to build state capacity and foster country ownership. Until donors transfer decision-making power over the allocation of resources into the hands of governments, those governments will never develop the capacity to lead responsibly, or to convince their populations that they are committed to providing the public services upon which a functioning state depends.

Poor countries’ ability to reach the Millennium Development Goals (MDGs) and beyond, also depends on massive scaling up of public investment in areas like infrastructure, agriculture, and public health and education. While domestic revenue, for example from taxing incomes or extractive industries such as mining, is an important source of the finance needed to pay for this scaling up, in the poorest countries this will not be enough.  The gap has to be filled using aid and debt cancellation from high income countries. Governments need funding directly to their budgets to achieve this either direct budget support or other forms of budget aid.
•
Helps finance vital recurrent costs and strengthen public delivery systems: 

Direct Budget support and other forms of budget aid are some of the only ways of using aid money to pay for teachers and doctors training costs and salaries or drug costs. It therefore helps to strengthen national public delivery systems in essential areas such as health and education. In Malawi, sector budget support towards health has improved retention of health workers through salary top-ups and improved access to basic medicines in most rural health facilities. 

•
Internationally Recognised Effective Way of Delivering Aid: 

In recent years the international consensus on what is ‘quality’ aid has been that more aid should be coordinated and preferably delivered through government systems in the form of general or sector budget support or other ways of giving that align to government plans.  The Paris Declaration on aid effectiveness, signed by over 100 developed and developing countries, and the follow-on Accra Action Plan, both have this at their cores.   

Direct Budget Support can help to reduce the transaction costs of aid and provide a more coordinated approach to aid. Whilst it is true that budget support is not transaction cost free, it can reduce aid fragmentation - especially if provided in conjunction with other donors- and does ensure aid is better aligned to the recipient government development priorities rather than donor priorities. 

· Delivers Pro-Poor Results

Despite difficulties with attribution, the evidence shows that direct budget support can deliver increased pro-poor expenditures, improved pro-poor service delivery and most importantly, improved pro-poor outcomes. 
· Zambia:  Thanks to budget support and debt relief the number of Zambians with HIV/AID that have access to antiretroviral drugs has more than doubled over two years.- up from 32.9% in 2006 to 66,8% in 2008. The proportion of HIV pregnant women receiving anti-retroviral treatment increased from 40% in 2007 to 66% in 2009
· Rwanda:  Thanks to budget support Rwanda has helped the government to increase vital costs in health supporting recruitment, training and salary cost of doctors and nurse: number of deaths recorded from Malaria has fallen from 51% in 2000 to 26% in 2007. Primary school completion rates increased from 52% to 75.6% – and 80% for girls – between 2006 and 2009/10

Oxfam’s Own Evidence on EC budget support (Fast Forward, OI 2008) shows that government spending on education has increased by 31% (1999-2005) in eight of the countries that receive some of the largest amounts of the Commission’s general budget support (Ghana, Kenya, Madagascar, Mali, Mozambique, Niger, Rwanda, and Zambia), with significant increases in primary school enrolments in all but one of these.  In addition, 7 out of the top ten recipients of EC Budget support increased their public health expenditure on average by 46% and in all seven there has been an increase in life expectancy. 
A more recent study by the EC found aid recipients with higher levels of general budget support performed better on a range of development indicators (primary enrolment, gender parity in education, child mortality, and access to water), than those with lower levels of budget support8. For example primary enrolments improved by 5% in high GBS countries, but by less than 1% in low GBS recipients. Finally, a 2009 study by ODI and Mokoro on the impacts of sector budget support (SBS) across ten sectors in six countries also found that it has contributed to rapid increases in sector public expenditure and improved the quality and equity of service delivery in these sectors.
· Improves Financial Accountability

There is lots of evidence to show that direct budget support can also improve public financial accountability.  In fact, contrary to the myth that BS is more prone to corruption than project aid, BS has proven that it can actually reduce corruption risks by improving developing country’s governments’ financial management. 
A major 2006 evaluation of general budget support (GBS) in seven developing countries (Burkina Faso, Malawi, Mozambique, Nicaragua, Rwanda, Uganda, and Vietnam) commissioned by the OECD founds that BS has positive effect on accountability

Take Mali  for example, SBS in education, despite only being in place for 2-3 years, was showen by a recent study to have had a strong influence in expenditure control and on the transparency of funding and activities in the sector - greatly increasing  the transparency of the sector both for the MoE and the MoF.
Budget Aid in Relation to Project Aid 

Often Direct Budget Support is looked at in isolation to other forms of aid delivery when it is being evaluated. However, the vast majority of aid is still given in the form of project-specific aid, managed directly by donors, or by specific Project Implementation Units (PIU) inside of government, CSOs or for profit contractors. Project aid has some serious problems because it:
Often circumvents government, making it almost impossible to align it with government plans, and failing to leave lasting capacity in the public sector. 

Leads to duplication and confusion, making the administrative burden for the government often unbearably high.  In Vietnam 11 different UN agencies account for only 2% of aid
. Most are active in HIV/AIDS — all pursuing the same donor money — and each agency has its own overheads. Zanzibar, with a population of only one million people, has 20 different agencies operating in it.
 Public workers are attracted out of public systems into these fragmented projects with the promise of better pay and management.

Imposes huge transaction costs on governments, diverting attention from developing public systems for the whole population. Often progressive governments in Africa are dealing with more than one donor mission each day.  According to the UK Secretary of State for International Development, ‘over four-fifths of 35,000 aid transactions that take place each year are worth less than $1 million, and require 2,400 quarterly progress reports.’
. 

Wastes funding, particularly on expensive foreign consultants. As much as 70 per cent of aid for education is spent on technical assistance. Some of it is clearly necessary and useful, but in some countries 100 days of consultancy bills cost the same as employing 100 teachers for a year, or keeping 5,000 children in school
. A study of technical assistance in Mozambique found that rich countries were spending $350m a year on 3,500 technical consultants, while 100,000 Mozambican public-sector workers were paid a total of $74m

Should all countries receive budget support? 
Oxfam does not believe budget support should be given to all poor country governments. Not all countries are well placed to receive general budget support. Oxfam believes that it should only be given to governments that can demonstrate a strong commitment to fighting poverty and human rights and have basic mechanism. It is equally important that governments have reasonable financial systems to account for the use of resources and that they have plans in place to continually improve these systems, and in particular to enhance accountability and transparency towards their citizens. Basic information from the government, like publishing its budget and expenditure in a timely manner should be a basic prerequisite for direct budget support.  
Direct budget support and other forms of aid that uses governments systems can be used in some fragile states, and has proven to be vital in helping basic state building and ensuring stability, though obviously it is not suitable for all of them.  The cases of post-genocide Rwanda and more recently Liberia show that budget support can be a tool to provide countries with the resources and support to emerge from post-conflict safeguarding essential services and providing macroeconomic stabilisation, as well as improving their public finance management amongst other things. In Somaliland, aid has gone to supporting an extremely weak government to deliver school provisions, textbooks, teacher training, and infrastructure development. Ultimately the decision whether to give budget or sector support is highly context specific.  
Strengthening civil society and parliamentarian involvement in budget support

Donors must ensure that an inclusive representative group of CSOs and parliamentarians are involved in all stages of the budget support process (design, definition of benchmarks and conditions and evaluation). Donors should set aside a proportion of their support (and Multi-Donor Trust Funds) to finance the work of civil society stakeholders (and especially women’s groups) and parliamentarians that can play a role (through budget monitoring, etc.) to hold governments and donors to account. BS donors should engage with CSO - particularly advocacy groups working on budget transparency - government and parliamentarians, and other BS donors, for joint monitoring and evaluation of aid. 

Any new direct budget support should not be provided without these basic elements and all existing budget support that does not have these elements, should be reformed, as soon as possible, to ensure greater involvement of CSOs and parliamentarians for the future. 

Managing Risk 
There is a widespread fear that giving aid to developing-country governments is a risky business, and that precious aid money could be mis-managed by corrupt governments. 

However, no method of providing aid is without risk. A joint review of general budget support in seven countries by the OECD, for example, found that project aid is no less prone to corruption than general budget support.

The rationale in providing aid, despite the risks, is that the returns in terms of poverty reduction are very high. Choosing to completely avoid this risk would mean not giving any aid, which would result in leaving millions of poor people to suffer. 
Are we concerned that budget support will undermine funding for civil society organisations?

There are a number of vital functions that civil society groups fulfill. They are central to holding government to account, by scrutinising their actions and working with parliaments and others to expose government inaction or corruption. They also can play a key role in holding other actors to account and ensuring sustainable community development. CSOs also work on advocating for the realisation of human rights and helping to provide key services for marginalised and vulnerable groups as part of a wider system of public provision. Some are concerned that increased budget support will reduce the amount of funding available for civil society.

Oxfam believes that an increase in general and sector budget support should ultimately mean more not less financing for civil society.  Budget support can only work as part of a package of interventions, which also empowers civil society to hold government to account.  Governments will only lead responsibly when their own citizenries have the resources and political will to hold them to account.  

We distinguish, however, between civil society activism, which we think will increase, and civil society provision of services, which may diminish if more funding goes to budget support.  As clearly stated in Oxfam´s In the Public Interest,
 we believe that scaled up government provision is preferable to financing provision of services through civil society. 

This is not to say that CSOs have no role to play in service delivery. Across the world, civil society organisations are providing health services, and are a lifeline for millions.  Oxfam itself is involved in health provision in a number of developing countries.  Civil society organisations often have distinct advantages.  Unlike the for-profit private sector, they are not driven by the need to make money.  They are often innovators, developing new ways of achieving good health outcomes. 

Many CSOs are good at reaching remote and marginalised communities or at providing community-based services such as home-based care for AIDS sufferers. 

However, it is neither feasible nor desirable for civil society to scale up to become the dominant provider of health services in developing countries. Often it is their small size and relatively resource intense methods that generate results. And further proliferation of CSO providers can cause health system fragmentation, duplication and problems for regulatory oversight. 

3.4 b WHEN SHOULD DONORS STOP GIVING BUDGET SUPPORT?


Good Example of Donors Handling Corruption: Zambia 

Zambia provides a good example of this process being followed and successful results. Zambia underwent a political crisis in May 2009 when a local whistleblower revealed that the Ministry of health had embezzled $2m. Shortly after the Netherlands and Sweden announced to delay their disbursements until the results of a forensic audit were made available, 
In early June 2009 the government of Zambia received a letter from budget support donors in which they pointed out that two underlying principles, namely public financial management and good governance, had been breached. The letter indicated that further strengthening was needed so as to prevent the misuse of funds and reduce the adverse implications on the government's poverty reduction agenda. Dialogue was started up to tackle the concern, and from mid June the donors set up a broad roadmap with specific milestones for improvement. In November 2009, when enough progress was made, the funds were committed and the dialogue was officially concluded. The donors generally regarded the dialogue as positive while the actions taken by the government of Zambia were said to have generated satisfactory progress so far, and a new strengthened Performance Assessment Framework was put in place for 2009-2011.

3.5. ENSURING APPROPRIATE CONDITIONALITY


Donors have a right to ensure that all of their aid (be it to developing country governments, NGOs or to the private sector) is being used in a transparent and accountable manner and is aimed at delivering results in fighting poverty, tackling inequality and helping citizens realise their human rights. The use of ‘conditionality’ - linking aid disbursements to certain conditions - has been the subject of intense debate within development circles with people questioning the legitimacy and efficacy of conditionality.  Oxfam does think there is a limited role for conditionality, but we believe that at present donors attach far too many conditions to their aid and too often the wrong type of conditions.
Too Many Conditions and the Wrong Type of Conditions
Donors often attach far too many conditions to their aid. In the case of budget support, increasingly donors are coming together in budget support groups and agreeing a joint set of conditions. Often these can run into double or triple figures. The Malawi budget support agreement in 2007 had 29 conditions and even more sub-conditions
. Sometimes GBS is linked to having social indicators and having an IMF programme in place, which can impose conflicting conditions on governments: reducing maternal mortality whilst keeping inflation in single digits. Oxfam believes donors should reduce the number of conditions imposed on governments as requirements for receiving budget support and cease attaching any economic policy conditions.  (For more on why Oxfam does not like economic policy conditions this see section X) 

What kinds of ‘accountability conditions’ do we favour?
We believe donors are entitled to ask for a certain level of financial accountability for the money they give to governments while seeking to maximise the use of government systems of auditing and accounting. Standards should, however, take into account the state’s level of Public Finance Management (PFM) capacity and acknowledge that giving aid is always a risky business -avoiding risk means avoiding giving aid in many instances.  We would want countries to show that their PFM is at a level appropriate to their stage of development, and that clear progress is being made in improving it. 

Accountability conditions and assessments should also seek to increase downward accountability towards citizens. We support conditions that call on governments to publish their budgets and accounts in a timely manner, to have them discussed by parliaments and to give civil society the ability to scrutinise government spending.  Any assessment of a government’s financial probity and governance should always be done clearly and transparently. All the major measures of corruption and governance should be transparently calculated, publicly discussed and reviewed regularly by independent experts. They should be based not simply on perceptions, but as far as possible on independent quantitative analysis carried out under UN auspices and with maximum input from recipient countries, national civil society and parliaments. At the same time more weight should be given to poverty reduction outcomes in assessing country performance. 

There should also be mutual accountability. Just as recipient countries ensure that the money is spent as they have committed to spend it, donors must also ensure that they have deliver the monies committed.

What kind of poverty reduction outcomes do we favour? 

These are conditions on budget support that help ensure the money spent is contributing to poverty reduction and to the attainment of existing multilateral frameworks pertaining to gender equality and human rights. For example, we would like to see conditions related to recognised norms around increased government spending, such as the agreement by African governments in Abuja to spend 15% of their budgets on health, or the Copenhagen commitment to disburse 20% of government spending on basic social services
. It is essential to make sure budget support agreements and national poverty reduction strategies contain indicators that chart progress made also towards women’s rights and gender equality. These indicators should be linked to international agreements (like the Convention on the Elimination of all forms of Discrimination Against Women (CEDAW)
 and its Optional Protocol, the Beijing Platform for Action and the Millennium Development Goals) and be included in all monitoring systems. The indicators must be based on gender analysis and gender budget analysis and need to go beyond measuring basic sex disaggregated data.  

We would also like to see more ‘outcome conditionality’, which moves donors away from dictating the specific policies to a government to reach a certain goal. For example, a government could agree with donors that within three years the number of women giving birth attended by a skilled midwife would increase by 20%. Achieving this could involve a whole set of different policy actions depending on the country; and the choice for how to reach the target is left to the government to decide. 

Poverty reduction conditions should be mutually agreed through a process of national dialogue and engagement. These processes need to include civil society organisations working to achieve equality and the empowerment of women as well as all other civil society actors. These processes are often far from perfect, but we have seen a gradual increase in the engagement of civil society with government and donors in the definition of goals for a particular sector.  All the evidence suggests that when these goals are decided on collectively then there is far more national ownership of them and the government is far more likely to try to meet them.   

Addressing concerns around outcome-based conditionality There are a number of concerns about the use of outcome-based conditionality around issues of attribution, timing, and data. Firstly, there are concerns about the difficulty of assigning responsibility for a given outcome to a government’s actions or lack of action. For example, it could be that a government fails to achieve a ten per cent increase in rural poor people’s access to water because of a drought, rather than lack of investment in expanding water infrastructure. However, independent assessments of progress could be established, which would clearly show to what extent the government was responsible, and the extent to which unforeseen factors were the reason for either success or failure. 

Another concern is that current conditions will simply be replaced by short- term indicators of progress towards an agreed poverty outcome. These indicators could undermine policy space by being overly prescriptive, effectively imposing economic conditionality by another name. Donors must avoid this by agreeing to a simple set of interim targets, which do not push specific policies. An example of this would be: 50 per cent more girls enroll in primary school by 2009 as a staging post to every girl completing primary education by 2015.  

In addition, it is currently the case that the processes of measuring outcomes are a) likely to be largely driven by donors, b) be based on orthodox methods which have severe limitations and are usually at odds with more participatory methods involving citizens, c) be the focus of much bureaucracy, consultancy and recipient government energy (given that conditions will be at stake), which will divert the government from engaging what their own citizens think about their performance. It is therefore vital that outcome-based indicators are mutually agreed between donors and developing countries and their citizens. Lastly there are concerns that the data does not exist to measure progress toward outcomes. However, there are increasing numbers of national household surveys being carried out, and a constantly improving data set. Much more needs to be invested in this, but it is quite feasible. 
Limited Political Conditionality - There is a big debate over whether donors should attach specific political conditions to their budget aid or whether this should be handled in the context of the overarching policy dialogue between a partner country and its donors, and not applied to one single aid instrument, as the OECD Development Assistance Committee stipulates. There is no clear definition of what constitutes political conditionality vis a vis other conditions. Oxfam supports donors applying limited political conditionality to their ‘budget aid’, where it is aimed at strengthening democratic accountability within an aid recipient country and protecting citizens human rights. We do not, however, support political conditions which enable donors to endorse a particular political party or regime within a country. Nor do we condone any sort of political conditions that serve to further donors own foreign, economic or security interests.
At no time should political conditions be placed on humanitarian aid, which is to be given on the basis of need alone, nor should the principles of impartiality, independence and neutrality be compromised by the use of humanitarian aid in support of political or security goals, as has been the case in Afghanistan, for example (see section 3.9 for more on this).
 
3.6. MAKING AID MORE LONG-TERM AND PREDICTABLE

Aid is unpredictable when partner countries cannot be confident about the amounts and timing of aid disbursements in the short term (within budget year) or longer term.. Unpredictable aid is one of the biggest sources of uncertainty facing governments in low-income countries and has far reaching damaging effects. Lack of predictability makes it difficult for governments to use aid to support medium and long term planning and can be costly in the long run. 

Research shows that aid is often highly volatile and that this can negatively affect growth by undermining fiscal planning and levels of investment.
 Losses from aid volatility are estimated to be as much as $16bn per year, which is between 15 and 20 per cent of the total value of aid in recent years (or 2 per cent of GDP, the average amount of foreign investment flowing into a developing country in Africa).
 Aid volatility in some developing countries has caused per capita income to dip as much as it did in some European countries during the Great Depression and the Spanish Civil War.

 

What can donors do? Donors must firstly, ensure that most of their aid is given on at least a three-year basis, ideally on a six-year basis, as is the case with EU MDG contracts
, so recipients can use this aid to finance medium term plans and not be constantly working on a year by year basis..Secondly, allocations of aid by country should be made public and accessible to all, especially the citizens and parliaments of recipient countries so they can hold donors to account for failure to deliver. Thirdly, donors must also be consistent, where possible, in disbursing the amount of aid they committed. Often there is a big difference in reality between what donors commit and what they actually give to a developing country. Whilst, there may be legitimate reasons for a donor not giving as much aid as they committed, like a recipient country breaching its conditions for this aid, all too often a lot of delays are caused due to problems on the donor side – like internal administration delays. Donors must do all they can to reduce these delays, including reducing the number and scope of  conditions they attach to their aid to those that are critical. (see previous section). Donors should also ensure they are transparent in communicating in the initial terms of the aid agreement what would cause a legitimate reduction or termination of their aid flows so there is clarity ahead of time of the terms of the agreement.

Finally, it is also crucially important that donors align and coordinate their disbursements with partner country budget cycles, for example by supplying scheduled disbursements six months before the budget year begins and disbursing aid as early as possible within the budget year. This allows recipients to use aid flows far more effectively.  In addition, at least a year must be allowed between assessments of the recipient country’s performance and impact on disbursements
3.7. REDUCING THE ADMINISTRATIVE BURDEN OF AID 


Current analysis estimates that the number of bilateral donors grew from five-six in the mid 1940s to at least 78 today. There has also been a dramatic increase in the number of international organizations, funds and programs with more than 200 today.
 The proliferation of actors has been accompanied by a reduction in the average size of each donor activity. The OECD database tracks around 3,700 different aid relationships, of which one quarter are micro-aid schemes of under US$250,000 per annum each – amounting to only 0.1% of their country programmable aid (CPA, see section 2.4).

Afghanistan, for example, has 34 donors delivering aid in country
; in Uganda the number goes up to 58
. The Government of Uganda figures show that it had to deal with 684 different aid instruments and associated agreements between 2003/04 and 2006/07, for aid coming into the central budget alone. 

 The Paris Aid Effectiveness Declaration
 includes targets for donors to use developing country systems where possible, in order to reduce multiplication of procedures. It also includes targets for donors to align their aid to developing country priorities and to use their systems. Where possible, the Paris Declaration calls on donors to use developing countries procurement systems and public finance management systems for adhering to their aid. It also calls for donors to undertake joint missions and research by donors.  Oxfam supports these principles and calls on donors to meet these targets and go beyond them. 


Think twice about establishing new global funds/ trust funds: Rich countries must think- twice about establishing new 'global funds' or trust funds for delivering their aid. Any decision to create a new global fund must be made in consultation with partner countries and other concerned stakeholders including civil society, and must follow the OECD's Good Practice Guidelines on Global Programs
, which states amongst other things that donors must undertake serious questioning of whether: 
· There is a compelling need for a new collective global or regional action? 

· If so, does that global action require earmarked global financing for country programs?     

· If so, can the financing be channelled through an existing institution, or is a new global program needed? 

· If so, is there a clear rationale for the scale of financing proposed?

Exceptions to greater donor coordination: multi-dimensional missions 
a) Within the humanitarian sphere, there are a number of examples where national, regional, or multinational operations have combined political, military, and humanitarian functions in a single mission, often in highly contested situations, such as, for example, NATO in Afghanistan. The missions are designed to succeed by integrating military, political, and humanitarian assistance, and the effective co-ordination of international action is important in ensuring that all people in need of protection and assistance receive it. Nevertheless, when the whole mission is on one side of a contested conflict, as in Afghanistan, the integration of military, political, and assistance functions can also create the risk that the other side may attack humanitarian workers and the beneficiaries perceived to be associated with it. This can critically undermine their ability to provide vital humanitarian assistance.  When Oxfam engages with such missions, it will remain outside them as an independent humanitarian agency. It proposes a series of benchmarks to help such missions maximise their impact in saving lives, improving the welfare of affected populations, and enhancing their access to humanitarian assistance without creating unacceptable risks to humanitarian workers and their beneficiaries. These benchmarks include: 

· Any mission conducted by regional organisations or other groups of countries must be based on international legality and should be authorised by the UN Security Council. Its mandate should explicitly include the protection of civilians. 
· The provision of humanitarian assistance should never be fully integrated into such a mission, especially when there are still acute humanitarian needs or where armed groups perceive the mission as hostile
. 

b) The United Nations is increasingly bringing together its different functions in single ‘Integrated Missions’ in those countries that are in transition from war to peace. Integration, however, creates its own risks, including that of associating humanitarian workers with one side of a conflict, and the consequent risks of attacks on humanitarian workers and the people they are assisting. Customised integration, good coordination, political will, and adequate means are key elements in achieving the best results for people in need of protection and assistance. Oxfam will constructively engage with UN Integrated Missions, and propose a series of benchmarks to help ensure that those missions maximise their impact in saving lives, thereby improving the welfare of affected populations and enhancing their access to humanitarian assistance – without unacceptable risks to humanitarian workers and beneficiaries. Oxfam will distinguish itself from, and remain outside, the direct management of the UN and its Integrated Missions, to maximise our impact and to contribute to meeting humanitarian imperatives.  Our proposed benchmarks include: 

· The UN’s humanitarian function should never be fully integrated into a peacekeeping mission, especially when there are still acute humanitarian needs or where armed groups perceive the UN as hostile. 
· The UN Office for the Coordination of Humanitarian Affairs (UNOCHA) should have a separate physical presence from the UN political arm (DPA) and peacekeeping mission (DPKO) in every country.
·  Whether or not the UN Integrated Mission directly manages UN humanitarian operations (which we do not recommend), the mission’s mandate should take account of accepted humanitarian principles, including that assistance should be impartially targeted based on people’s need, not any other criteria. It should take account of the principle of Responsibility to Protect to ensure human security. Military action is a very small part of the overall ‘tool kit’ of policies to uphold the Responsibility to Protect. Oxfam believes it is essential to set out clear principles of when non-consensual force should and should not be authorised to prevent mass atrocities, a solution to be used when it can meet all of the following five principles: just cause, right intention, last resort, proportional means, and the reasonable prospect of success (that is, the consequences of military action will be better than inaction)
.
3.8. UNTYING AID


What is tied aid and why is it a problem? Tied aid is aid that is given on the condition that the recipient will use it to purchase goods and services from suppliers based in the donor country. Untying aid therefore means opening up those purchases to suppliers based elsewhere than just in the donor country. 
Studies on tied aid suggest that this form of aid can lead to the over-pricing of goods and services by between 15 and 30% and up to 40% for food aid.
 This is a conservative estimate of the costs of tying aid as it does not include indirect costs. 

In 2001, OECD members agreed to untie all their bilateral aid to least developed countries (LDCs), except for food aid and technical assistance. The Paris Declaration also reaffirmed the need to untie aid as a key aspect of making aid more effective. A recent assessment of progress made on this pledge by the OECD shows that progress has been made with untied aid to LDCs increasing from 57% in 1999 -2001 to 86% in 2007 and untied aid to all countries rising over the same period from 46% to 76%.
 The UK, Norway, Ireland, Luxembourg and Sweden have none or virtually no tied aid. Whilst, Italy, Greece, Portugal and the United States still have a long way to go.
 

The picture looks good. The problem is that these figures do not take account of technical assistance or food aid. These make up significant flows of aid and currently it is estimated that 30% of technical assistance and 50% of food aid is tied.
 The UK Aid Network recently calculated, if you take account of technical assistance and food aid  - that $32 billion of OECD aid was tied in 2008 – just under a third of global aid flows, resulting in a loss in aid flows of between US$5 billion and US14 billion.
 

Technical assistance as tied aid
Technical assistance is when aid is paid to bring in outside expertise such as consultants, training and research.. Overall around a third of all ODA is delivered as technical assistance.
 A substantial amount of this is used to pay for high-priced donor country consultants who propose, monitor, and evaluate aid programmes.. A study of technical assistance in Mozambique found that rich countries were spending $350m per year on 3,500 technical experts, while the entire wage bill for Mozambique’s 100,000 public sector workers was just $74m.
 While technical assistance may be helpful, for example in enabling governments to learn from the experiences of others, donors ought to fully untie technical assistance and place developing countries in control of technical assistance funds, so that they can decide whether to hire local or other consultants to undertake work that fits their own needs and priorities.

Tied food aid and Oxfam’s position

In 2006 around 50% of food aid was tied.
 Whilst progress has been made on untying food aid we still have a long way to go, with the US still a major blocker.
 Worldwide, about 10m tonnes of foodstuffs are provided each year to some 200 million needy people, at an estimated total cost of $2bn.  However, all too often the root problem is poverty, not production, and hunger occurs even when food is readily available on local markets. Under these circumstances, shipments of surplus grains from donor countries can undermine local farmers by flooding the market and driving down prices. 

Oxfam calls for more appropriate responses to food crises. In-kind food aid is the dominant humanitarian response. It indisputably saves lives in many cases, but it is highly over-used – and is often used when other forms of aid could better address human needs. This over-reliance on food aid must be corrected by emphasizing appropriate aid that empowers people, restores dignity, and directly addresses the assessed needs of people at risk.   Oxfam believes that more appropriate responses to food crises depend upon:  • More sophisticated assessment and analysis of needs in order to inform responses• Development, promotion, and application of a wider range of response options• Donor policies that ensure adequate, timely, and flexible resources are available to support appropriate aid; and • A coherent global food security architecture to guide more effective global response.  

(Source: OI Compendium on Food Aid 2007; From Poverty to Power, 2008)

3.9. PROVIDING APPROPRIATE AID IN FRAGILE SETTINGS 



ra


Fragility is most often associated with a state's incapacity to discharge its basic functions, owing to lack of capacity and/or will to do so. Countries labelled ‘fragile’, ‘weak’, or ‘failed’ not surprisingly refuse to be labeled as such, and the concept of ‘fragility’ can also be misleading. Some of the most challenging environments are ones where the state, or part of the state, is by many definitions strong and may – as, for example, in Uganda or in Israel in relation to the Occupied Palestinian Territory (OPT) – be a significant part of the problem. Oxfam prefers therefore to talk in terms of fragility and conflict-affected contexts. 

Most broadly, conflict is understood as being often both a cause and a consequence of fragility. Beyond this broad understanding, the expression ‘Fragile State’ or ‘fragile situation’ (FS) hides a wide range of extremely varied and often rapidly changing situations. Country-specific analysis is therefore essential, and this high degree of country specificity – resulting in different responses by different actors, in particular donors – is vital for Oxfam to bear in mind when considering what position to take on the issue at hand.  

Contexts of fragility pose a particular challenge to the provision of aid, typically entailing not only complex operating environments for implementing agencies but also an extremely complex web of aid flows. There is frequently tension between humanitarian aid flows, which often by-pass governments and/or state structures, and development aid instruments premised on working with or through them. Oxfam believes the best way to support fragile states is through an integrated approach which promotes accountability of all actors and respect for humanitarian principles in provision of humanitarian aid.

Sometimes the same donor will provide aid to a nascent government transitioning out of conflict and strive to adhere to the humanitarian principles of impartiality and neutrality – as in the case of DR Congo. This is an indication of how difficult it is to find the right balance in giving aid in contexts of fragility. Coordination is also crucial in managing multiple aid flows (including justice programming, social sector reform, and good governance), as they are based for the most part on individual donor actions and in the absence of any single actor mandated to do so. The state in question often lacks either the capacity or the confidence of external actors. 
While recognizing that humanitarian aid alone cannot address fragility in itself, donors face a challenge in devising a wide array of funding mechanisms that aim to respond to multiple and complex needs, from state-building and security sector reform to meeting humanitarian needs. In such contexts there is a major risk that the ‘greater concerns’ around stability and security override accountability towards the citizens and local communities of a recipient country. A particular challenge is posed by the growing emphasis on ‘stabilization’ policies taken by donors (and increasingly the UN) to forge, secure or support a particular political order through a range of military, humanitarian, political and economic instruments that are deemed to protect or enhance national or international stability. Examples of the diversity of this kind of actions vary from Afghanistan to Colombia, from Haiti to Pakistan, from Sri Lanka to Timor-Leste. If too narrowly interpreted, there is a risk that stabilization can be used as a rationale for promoting state actors even when they are part of the conflict, which potentially strengthens regimes that violate international human rights or humanitarian law.  
Donors need to ensure that stabilization has as little negative impacts on humanitarian space as possible. Such impacts may stem from, for example, the use of military assets in the delivery of aid (see section below) but also from risks of politicization of aid and excessive prioritizing of global security agendas at a cost to humanitarian needs locally
. To avoid these negative repercussions donors must work in line with the ten core OECD/DAC Principles for Good International Engagement in Fragile States and Situations agreed in 2007
, which are to:

1. Take context as the starting point

2. Do no harm

3. Focus on state-building as the central objective

4. Prioritize prevention

5. Recognize the links between political, security and development objectives

6. Promote non-discrimination as a basis for inclusive and stable societies

7. Align with local priorities in different ways in different contexts

8. Agree on practical coordination mechanisms between international actors

9. Act fast … but stay engaged long enough to give success a chance

10. Avoid pockets of exclusion.

What is the role of the military in the delivery of aid? 

Oxfam believes military assistance in the provision of humanitarian aid must be only used as a last resort and subject to strict criteria. Under DAC rules the supply of military equipment and services, and the forgiveness of debts incurred for military purposes, are not reportable as ODA. However, additional costs incurred for the use of the donor’s military forces to deliver humanitarian aid or perform development services is ODA-eligible and can therefore be considered as ODA. Oxfam acknowledges that the military is taking an increasing role in responding to humanitarian crises. However, the involvement of military forces or assets must be considered only under exceptional circumstances, and subject to clearly defined guidelines. By agreeing to criteria for the involvement of military actors, the distinction between military and humanitarian actors can be maintained. This must safeguard the independence, impartiality and security of humanitarian responses and help ensure that women, men and children receive the assistance they need.

Civilian organizations play a primary role in implementing humanitarian action. This means: 

· In general, it is not appropriate for military forces to implement directly humanitarian activities

· Military assets may only be used in response to humanitarian crises as a last resort, at the request of civilian humanitarian authorities and only once the humanitarian criteria are satisfied 

· Open dialogue should be maintained between CSOs, governments, regional and international organizations, and the military in order to ensure humanitarian principles are kept at the core of civil-military relations. 

Oxfam shares the position established by the Steering Committee for Humanitarian Response (SCHR) in 2009
, which establishes that, in general circumstances, it is not appropriate for military forces to directly implement humanitarian activities. These guidelines make it clear that: 
· Military assets should only be used as a last resort, where there is no civilian alternative and only when the use of military assets can meet a critical humanitarian need. In all conflicts and post-conflict situations, these assets should be deployed in accordance with the Military and Civil Defence Assets (MDCA) Guidelines of March 2006
.  In addition to the principle of ‘last resort’, key criteria in the MCDA Guidelines include:  1. Unique capability: no appropriate alternative civilian resources exist  2. Timeliness: the urgency of the task at hand demands immediate action 3. Clear humanitarian direction: civilian control over the use of military assets 4. Time-limited: the use of military assets to support humanitarian activities is clearly limited in time and scale.   

· In all natural disasters, the parallel Oslo Guidelines on the Use of Military and Civil Defence Assets in Disaster Relief should apply
. These set down important principles, including that military involvement should be a last resort when no civilian alternative exists, as far as possible limited to infrastructure and indirect support rather than face-to-face delivery of aid, and that the troops providing aid should not be the same as those providing security.
· In conflicts and disasters alike, decisions to accept military and civil defense assets must be made by civilian humanitarian authorities, either of the national government or of the UN in partnership with affected communities, and based solely on humanitarian criteria.
All governments – notably those that have endorsed the Good Humanitarian Donorship Initiative principles – should implement the principles adopted under this initiative
.

How should the gaps in funding and service provision between humanitarian and development periods be covered? 
Donors must recognize the limitations of humanitarian funding in addressing the root causes of fragility, and must reaffirm an aid agenda that focuses on ownership by and empowerment of the state  (where appropriate) and broader societal actors, especially the poor and the marginalized. In fragile states that have governments that have committed to upholding human rights, enhancing democratic accountability and reducing poverty, donors should provide some of their aid as budget support and use country systems to encourage ownership. The cases of post-genocide Rwanda and more recently Liberia show that budget support can be a tool to provide countries with the resources and support to emerge from post-conflict, safeguarding basic services and providing macroeconomic stabilisation, as well as improving their public finance management amongst other things. However, it is not suitable in all fragile states and depends on the nature of the state in power. 
There is either way, a need for substantial support to local civil society actors and informal social structures.  In certain contexts, donors should deepen shadow alignment to make community priorities the focus of efforts to align and build capacity at local level. When there is no political progress, donors should consider support to longer-term ‘humanitarian’ funding, such as two-year Consolidated Appeals Processes (CAPs) and other pooled funding mechanisms – and this in anticipation of ‘post-conflict’ and early recovery. 
Donors should be prepared to do more through agencies prepared to bear witness, ensure protection, uphold humanitarian principles, work for sustainable community capacity to advocate for rights and resolve problems. To support this sensitive work, they should acknowledge that more aid in conflict-affected and fragile contexts is needed, primarily through local civil society, and that it should be made available sooner.

Ensuring a smooth transition from humanitarian to development aid in situations of chronic vulnerability

Much of the vulnerability experienced by poor people and communities is chronic, leaving people with very little coping capacity, such that even a relatively minor shock can have disastrous consequences.  In these situations, long term strategies are required – for example national government social protection, supported by international aid - rather than through short-term humanitarian assistance. In areas of protracted crisis and chronic vulnerability, the division between humanitarian and development funding is simply not viable (see section 1.1).   

For such countries, and especially for countries prone to drought (slow onset emergencies which last for months), it may not be appropriate to undertake a short emergency response, followed by a swift rehabilitation programme, and then back to ‘normal’ development activities.  The frequency of severe drought/hazards can mean that development work is increasingly disrupted and often undermined by the shift to emergency response. For example, an education programme may be completely stalled during a crisis, as children – often girls are particularly affected - are no longer able to attend school.  In such cases, hazards are a normal occurrence, not a rare event, and programmes should be adapted accordingly.  In some countries, it is fairly certain that major hazards will occur within a three to five year timeframe of the programme, yet it is still too often the case that hazards occur in the ‘risks’ column of a logframe with no real contingency planning or analysis on how to respond to this risk. 
A better approach is to ensure that aid takes account of the potential risks and is designed so that it is flexible enough to shift activities in the event of need.  Some innovative programmes have a ‘crisis modifier’ which – when triggered by a hazard – allow the programme to ‘change gear.’ For drought, there is a particularly useful model – the Drought Cycle Management – which sees drought as a cycle of four phases: normal, alert/alarm, emergency, and recovery. It guides implementation of different interventions at each of these four phases thus ensuring that they are appropriate, effective and ultimately reduce the risks and consequences of any drought
.

There needs to be a clear shift to funding which seeks to bridge this gap:

· Humanitarian funding should be longer-term and flexible. Currently, programmes are often restricted to 12 months or even less and have a clearly delineated humanitarian mandate.  Whilst this may allow the immediate emergency needs to be met, it severely limits opportunities to address the root causes of emergencies and build resilience of communities or the capacity of national actors.  It also often necessitates downscaling or removing of presence and capacity, which creates problems when needs spike again.  In accordance with the principles of Good Humanitarian Donorship, funding should be longer-term (18 months minimum, ideally 36 months) to replace sequential multiple projects, and flexible (in both programmatic and geographic terms).  This would streamline the process, overcome access constraints to ensure more timely responses and support resilience building. 

· Development funding must incorporate a risk reduction approach.  Programmes must address the reality of hazards directly, rather than treating them as an exogenous shock, and clearly define how the programme will adapt and respond to humanitarian crises as they occur, incorporating a crisis modifier or similar, to allow the programme to shift focus.  

· Greater coordination between humanitarian and development financing streams to improve the coherence, effectiveness and potential to bridge or link interventions.  Donors with both humanitarian and development funding wings should systematically and proactively facilitate links and test or create new mechanisms to bridge the humanitarian-development divide. 
3.10 DISASTER RELIEF AND REHABILITATION


It is now well accepted that ‘natural’ disasters are anything but.  The hazard (flood, storm etc) may be natural, but the disaster is manmade because it depends on high levels of exposure and vulnerability.  Poverty is a both a key driver of disasters and a consequence.  For many poor people, their key assets - shelter, food and how they make a living - can be swiftly lost in a disaster. And because poor people do not have the resources to strengthen their homes to withstand the elements, or live and work in an area of reduced risk, or have a financial buffer for difficult times, then disasters often hit them hardest.  For some poor people caught up in cyclical droughts, floods and storms, it is the relentless attrition that erodes their ability to cope, let alone improve their wellbeing and get out of poverty. 

Disasters deepen poverty and are a major block to achieving the Millennium Development Goals.  The impact of disasters on poorer and smaller countries is more acute.
   Whilst Least Developed Countries contain only 12 per cent of global population, they accounted for 40 per cent of all casualties related to natural disasters during the period 2000–2010.
  Like poor people, poor and small countries have fewer economic options and buffers, they are less resilient.  Also, disasters have huge impacts on countries’ development. 

Disaster Risk Reduction or DRR is effective in saving lives and protecting livelihoods because it leads countries to develop extensive and effective early warning systems, mitigation measures and community preparedness activities. Developing an analysis and response to risk is essential if aid and other investments are to remain effective.  All aid – whether humanitarian, development, or recovery/reconstruction – should be resilient to disasters. Otherwise, for example, hospitals, schools, roads and water points can be damaged or washed away when a natural hazard strikes; developmental gains can be lost if livelihoods are destroyed. 

Development programmes must undertake a disaster risk analysis to anticipate and prepare for disasters.  Weather-related hazards are predictable to a certain degree – droughts, hurricanes, floods generally occur at the same time every year.  These are not unknowns and can be planned for. Development aid must be disaster-proofed.

Not only does DRR safeguard aid investments, it is also highly cost-effective. Studies have shown time and time again that appropriate prevention saves lives and money
. Donor spending on DRR is slowly increasing, but still to only extremely low levels.  Total expenditure on DRR in 2009 reached US$835 million in 2009, a mere 0.5% of total ODA for year
. A critical element is that DRR funding must reach the local level if it is to be effective.  There is a huge gap between international and national level policy on the one hand, and local level resources, capacity and action on the other. 

In both economic and humanitarian terms, reducing risks before a disaster is difficult to sell politically since the costs of prevention have to be paid in the present, while its benefits lie in a distant future. Moreover, the benefits are not tangible; they are the disasters that did not happen.  Donors often find it easier to fund emergency relief – with concomitant media attention and public support – than prevention.  For example, Mozambique, anticipating major floods in 2002, asked donors for $2.7 million to prepare and got only half the amount, but $100 million were received in emergency assistance following the floods.
  

Humanitarian donors must make a real shift into prioritising prevention and preparedness work.  This requires significantly increased funding and focus.  Funding for DRR tends to surge after a disaster - there was a major increase after the Asian tsunami in 2004 – but DRR funding needs to be predictable and longer term.  

Further, in situations of chronic vulnerability, the divide between humanitarian and development funding is not viable and must be broken down – see section 3.9.  

1.2 The importance of combining DRR, CCA and development

Communities around the world are more vulnerable than ever to the interlinked threats of climate change, natural disasters, volatile food and commodity prices, conflict, and economic crisis.  Many of these shocks are increasing in frequency and intensity, and without major advances in local-level resilience, they will significantly erode development gains over the coming decades. 

At community level, these threats are experienced as a single interrelated shock, not as distinct problems.  However, the existing approach of the international aid community is to segregate resilience activities under sector-specific labels (e.g. disaster risk reduction, DRR, climate change adaptation CCA, natural resources management, food security), with each sector having its own "silo" of dedicated resources and institutions extending from international to country level.  This means that efforts to reduce poverty and achieve development goals often sit separately from efforts to reduce disaster risks and from efforts to adapt to climate change. 

The three core areas of climate change adaptation (CCA), disaster risk reduction (DRR) and development should be mutually reinforcing, but when pursued in disjointed ways, they can divide efforts and attention, confuse communities, leave gaps and result in maladaptation. Unless actors in these three areas have shared goals and align efforts, finance will be wasted, impact will be reduced, and results will often be short-lived and conflicting. As an illustration: if one local government department is seeking to extend crop cultivation onto fallow land, while another is trying to protect existing farmland from floods, they may choose the same plot of land for new cultivation and diversion of floodwater.  And unless both departments are engaged with climate science, both plans may be based on flawed assumptions about future crop yields and flood frequency.

To build resilience to climate-related shocks, it is not enough for governments, donors and civil society actors to continue their separate efforts to “mainstream” DRR and CCA into their activities. Local and national governments, civil society from local to global level, the private sector, and scientific institutions must work in a way that reinforces and supports shared goals and objectives. 

 Chapter Four: OXFAM AND ITS OWN AID EFFECTIVENESS 

Oxfam is primarily accountable to women and men living in poverty and to ​their partners and allies, but takes its accountability to all stakeholders seriously, and continuously strives to balance the needs of different stakeholders.  Other important stakeholders include donors; supporters; staff, volunteers and the wider public and the individuals and institutions that we seek to influence through our advocacy and campaigning work.

Participatory, evidence-based learning and are results based

Oxfam believes that a quality programme is one that:

· Has in place a Monitoring and Evaluation strategy that is an integral component of overall programme management and is resourced appropriately;

· Regularly analyses data, reflects on progress and adapts in the light of evidence - and that stakeholders actively participate in this formal cycle of reflection;

· Involves stakeholders in monitoring, evaluation and learning processes - communities, partners and allies are important in the evaluation of both what we do and how we do it - the system empowers stakeholders;

· Allocates sufficient resources for these activities - including the availability of skilled staff and technical equipment.

Accountability - Oxfam considers that an accountable programme is one that has effective relationships that:

· Are transparent and open - they proactively share information that programme participants need in order to fully participate in decision making and delivery of programmes that affect them;

· Are participatory.  Varying degrees of participation are possible - as a minimum we would expect key stakeholders to be informed about the programme, at its best a programme will enable all decisions to be made jointly by staff and key stakeholders;

· Are mutually accountable - they have, as standard, a formal, known and accessible feedback mechanism that is robust enough to deal with serious complaints; 

· Demonstrable meets, or strives to meet, the international standards, codes or charters that Oxfam has signed or is bound by.

Partnership - A quality programme has effective relationships with partners and allies that:

· Sets our mutually agreed expectations, with clear roles and responsibilities that are subject to regular and formal review; 

· Support mutual growth, organisational development and institutional strengthening;

· Detail when and why these relationships will end, including explicit exit strategies - developed with partners at the outset of the partnership.*
In line with these policies, Oxfam welcomes the adoption of the International Framework for CSO Development Effectiveness (also known as the Istanbul Principles) in September 2010 and the guidelines to help give substance to these principles, captured in the Siem Reap CSO Consensus, agreed in June 2011. The Istanbul Principles engage CSOs to apply in their actions the same principles and standards we advocate for other development actors: governments, donors, multilateral agencies, the private sector and others. They are to:

1. Respect and promote human rights and social justice

2. Embody gender equality and equity while promoting women’s and girls’ rights

3. Focus on people’s empowerment, democratic ownership and participation

4. Promote environmental sustainability

5. Practice transparency and accountability

6. Pursue equitable partnerships and solidarity

7. Create and share knowledge and commit to mutual learning

8. Commit to realizing positive sustainable change.

Principle 5 in particular commits CSOs to "demonstrate a sustained organisational commitment to transparency, multiple accountability and integrity in their internal operations". Oxfam is moving to ensure that its programs, policies and standards align with the Istanbul Principles on CSO effectiveness and related joint work on accountability
.
*This may not be a commitment of all Oxfam affiliates.
Definition


When Oxfam talks about aid, we generally refer to Official Development Assistance (ODA). This is technically defined by the Organisation of Economic Development and Cooperation (OECD) as the transfer by official agencies, including state and local governments of public finances to developing countries, multilateral organizations and International NGOs that is: 


administered with the main objective of promoting the welfare and the economic development of developing countries


concessional in character and conveys a grant element of at least 25 per cent. 


Oxfam is aware, however, that in today’s world, it is not only states and government entities that provide aid, but also private philanthropic institutions, private actors and non-governmental organizations.


 We also disagree with the OECD’s definitions for what can and cannot be legitimately counted as ODA (see section 1.2) and what the OECD defines as the overall purpose of aid. 


Purpose of Aid


Oxfam believes that all aid providers (states and non-state entities) must mandate their aid to be used for the sole purposes of: 


	•	Fighting poverty


	•	Reducing inequality (including gender inequality)


	•	Meeting humanitarian need


For governments this means enacting national legislation to ensure aid is used only for the above and for nothing else. 


History shows us that when aid is given for other purposes, like donors’ short-term, self-interested political and security agendas, its impact on reducing poverty is rarely lasting. History has also shown us that using aid to just stimulate growth alone does not always mean that poverty will be effectively reduced for the majority of the population in a country. For aid to be effective it is also crucial that donors ensure a smooth transition from the humanitarian to the development phase to self-dependency.


























 





New Text


Items that should not count as aid


Oxfam believes that the following items, though important, should not be considered as aid and therefore should not be counted towards rich countries overall ODA amounts.  


Debt relief


Educating developing country students in rich countries


Housing refugees in rich countries


Export credits 





Currently, under the OECD guidelines, rich countries can count all of the below as ODA. Oxfam calls on all rich countries to immediately stop this practice and urges the OECD DAC to change its rules so that these items are prohibited from being counted. 


Items that can be counted as aid, but with reservation


The following items are all things that the OECD allows to be officially counted as ODA and which Oxfam thinks, with reservations, can be counted as ODA:


Military assistance in humanitarian aid - Oxfam believes that aid may be used to cover the costs of military assistance for humanitarian aid, but military assistance in the provision of humanitarian aid must be only used as a last resort and subject to strict criteria. See related section in chapter 3.9





Certain non-enforcement aspects of peacekeeping - Oxfam thinks that aid money may be used to fund certain non-enforcement aspects of peacekeeping in developing countries, like demobilization of soldiers, but there must be no further expansion of what is considered eligible under the OECD DAC ODA rules to avoid the ‘militarization’ of aid.





Fossil Fuel Extraction - Oxfam calls on all donors to work with their partners in developing countries to replace fossil fuel-related aid with pro-poor sustainable forms of energy. Multilateral development banks (including the World Bank) should immediately begin to shift their aid funding away from support for fossil fuel exploration and extraction and towards support for more sustainable energy solutions and projects more explicitly designed to meet developing countries’ energy needs as well as people’s access to affordable energy sources. 





Climate Finance (Adaptation and Mitigation): Oxfam does not oppose climate finance (adaptation and mitigation) being considered as ODA, as for instance adaptation measures will in many cases take place in the same sectors, and generally be of a very similar nature as, or consist of certain add-on elements to traditional aid finance. In line with this we believe that aid effectiveness principles and practice should also apply to climate finance However, we are opposed to it counting towards rich countries’ current ODA commitments, particularly the commitment to provide 0.7 % of their GNI as ODA. 


























(Source: �HYPERLINK "http://www.oxfam.org.uk/resources/policy/climate_change/bn_bali_adaptation.html"�Financing adaptation: Why the UN's Bali climate conference must mandate the search for new funds� (2007), The World Is Still Waiting (2007), Joint- NGO EU Aid Report, Report Hold the Applause, 2007) 





 New Policy Underlined


Why Should Rich Countries Give Aid? 


Oxfam believes that for rich countries the provision of aid is not just an act of charity, but an international obligation and a matter of justice.


Obligation – The provision of humanitarian aid is an international obligation enshrined in the Geneva Convention and International Humanitarian Law. In addition, so is the provision of development aid. In the 1970s world leaders committed to provide a proportion of the gross national income as aid to help poorer nations develop. Again, in 2000, at the UN General Assembly in 2000, world leaders recognized their ‘collective responsibility to uphold the principles of human dignity, equality and equity at the global level’ and they committed to developing a global compact for development, of which the provision of aid by rich countries was a crucial part. In failing to live up to these responsibilities, rich countries neglect their duty to guarantee the rights of all citizens, as expressed in the UN Declaration of Human Rights.  


Matter of Justice – We live in a highly unequal world in terms of resource provision. The provision of aid is an essential mechanism for redistributing critical resources from rich countries to the most economically marginalized countries and communities. It is also an act of solidarity to show help to those suffering unnecessarily by poverty, conflict and war. 








New Text


Which Countries Have A Duty To Provide Aid? 


Oxfam believes that rich countries have an obligation and moral duty to provide aid. 





Oxfam currently believes that emerging economies (Upper Middle Income) like Brazil, China or Russia are not under any obligation to deliver aid. However, where they choose do to so, they should ensure their aid is delivered as effectively as possible, following international commitments in this area (see section 2.3). 





How Much Aid Should They Provide? (EXISTING POLICY)





All rich countries should live up to the UN commitment of providing at least 0.7 % of their Gross National Income as Official Development Assistance





In order to reach this all rich countries must put in place binding national timetables to reach at least 0.7 % GNI as ODA by 2015, at the very latest, in a predictable manner using genuine resources 





As part of their progress towards 0.7 per cent ODA/GNI G8 countries must deliver on their 2005 Gleneagles aid promises of increasing annual aid levels by $50bn. The G8 missed this promise in 2010 but there is still in time to change course.





Oxfam believes that aid should focus first and foremost on reducing poverty and respecting, promoting and fulfilling the rights of the people who benefit from aid. All stakeholders involved – for-profit and non-profit alike – should engage in a constructive dialogue on their respective roles, to learn from each other and improve the quality and effectiveness of the aid they provide to these ends. In particular –  


Multinational enterprises (MNEs) operating in poor countries can and should ensure that in all their business and supply chain operations, principles and standards are consistent with national laws and internationally recognised standards of responsible business conduct, such as the UN Guiding Principles on Business and Human Rights, the UN Declaration on the Rights of Indigenous Peoples, the OECD Guidelines for Multinational Enterprises and the IFC Performance Standards. MNEs should develop inclusive and responsible core business models, strategies and practices which contribute to achieving not only sustainable and inclusive growth, but also internationally agreed development goals – by respecting and promoting human rights and labour standards, including gender equality, legal standards to promote decent work, upholding the rights of indigenous peoples, tax compliance and environmental targets – from the outset. MNEs should undertake robust due diligence to identify, mitigate, prevent and remedy any adverse impacts of business activity. They should disclose the social and environmental impact of their business operations, including the human rights and gender impacts. They should identify and prevent corruption risk. They should also ensure that they pay taxes on the value created in the developing countries they operate within. This means MNEs should adopt country-by-country, and project-by-project reporting for their corporate financial reports.


Aid agencies should assess the effectiveness and risks of using aid for interventions relating to the private sector. This includes: 





i. Livelihoods programmes that aim to promote the development of the domestic private sector.�ii. Governance programmes that aim to improve the ‘business enabling environment’(*); and�iii. Using private contractors to deliver aid programmes. 


�In their private sector related livelihoods and governance programmes (including aid-for-trade), aid agencies should focus on ensuring that interventions serve the public interest, contribute to the reduction of poverty, and enable poorer communities to benefit from new economic opportunities. Assessment and monitoring & evaluation mechanisms should be used to make sure the programmes and projects aid agencies support make a maximum contribution to combating poverty and fostering local economic development  Donors should also build the capacity of women’s cooperatives and women farmers to access finance. In supply-chains related programmes, they should support linkages between domestic companies and larger international companies only where such links empower poorer communities. They should also support the expansion of business models that improve conditions for workers, smallholders and local communities. ��As a vibrant civil society is critical in protecting the interests of poor and marginalised communities, donors should build the capacity of civil society to enable them to hold their own government and the private sector to account. ��Aid agencies should untie all aid that is delivered through private partners or contractors. They should make their tendering and procurement systems transparent, public, less onerous, using country systems for procurement where possible, and more accessible to enterprises in developing countries. Public aid providers should actively involve the recipient country and its citizens in the selection process. Donors should also seek opportunities to source goods and services from poorer communities, including smallholders and women’s cooperatives.


The involvement of the private sector in delivering social public services is of particular interest as evidence shows that this often does not sufficiently address the needs of the poorest. At the same time, the organisation of public services delivery varies per country, and so does the possible role of the private sector therein.(**) 





Private aid providers, such as private foundations, should ensure that their intervention is consistent with the national development strategies and objectives of recipient countries. This means adhering to effective aid principles and standards which strengthen their accountability to national and international stakeholders and which allow for the active consultation of Southern country governments and civil society representatives in deciding how to give aid.





Development Finance Institutions (DFIs) like the International Finance Cooperation and the European Development Bank should use finance only where private finance is otherwise not available and when there are concrete demonstrable benefits to the neediest. DFIs should incorporate a pro-poor development strategy in their mandate, including clear objectives and targets that lay out development and poverty reduction aims, e.g. targeting women entrepreneurs, promoting small and medium-sized agri-businesses. They should foster responsible business and transparency/accountability mechanisms in line with international standards DFIs should also take measures to ensure they are not involved in or facilitate questionable investments or practices, such as land grabbing.





Blending public and private funds to provide increased resources for development must not reduce the overall amount of ODA available to the poorest countries; nor create an unmanageable debt burden for receiving countries; be used to support developing countries’ national poverty reduction strategies; and local private sector (not donor private sector); and be delivered in a manner consistent with international aid effectiveness principles. Blended non-ODA funds should not be counted towards existing aid commitments, like the 0.7%.





Developing country governments must be responsible for holding private sector development interventions accountable through regular reporting. They should ensure monitoring, accountability and compliance of all parties to agreed aid effectiveness principles and guidelines in country. They should put in place a number of appropriate incentives and strong regulatory frameworks to lead national and international for-profit private entities to invest in responsible and inclusive core business models, strategies and practices. They should also ensure effective legislation, including tax legislation, and laws that promote transparency and access to information, so that private sector interventions strengthen national development plans, fight corruption and are driven by the governments and citizens of the developing country. 





Civil Society Organisations (CSOs) should actively offer their advice to developing countries in defining the roles and responsibilities of the private sector in poor countries, as they can provide useful and constructive advice based on decades of experience on the ground. CSOs should also help the citizens, parliaments and governments in developing countries to hold private entities – including international CSOs – accountable for how they manage or provide aid. 


(Original Source: Concept note on Aid and the Private Sector presented at the Private Sector Team meeting, Berlin, July, 2011)


* Business Enabling Environment (BEE) refers here to regulations that support small-scale farmers and workers that should be a focus of governance programmes. Though BEE is just a category of programming that can be good (e.g. improving regulations) or bad (e.g. allowing concentration of market power, through measures such as tax-free (free trade) zones or other tax exemptions)


** OI will be refining its policy in this area during the course of 2012 
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Civil Society Organisations (CSOs) should actively offer their advice to developing countries in defining the roles and responsibilities of the private sector in poor countries, as they can provide useful and constructive advice based on decades of experience on the ground. CSOs should also help the citizens, parliaments and governments in developing countries to hold private entities – including international CSOs – accountable for how they manage or provide aid. 


(Original Source: Concept note on Aid and the Private Sector presented at the Private Sector Team meeting, Berlin, July, 2011)


* Business Enabling Environment (BEE) refers here to regulations that support small-scale farmers and workers that should be a focus of governance programmes. Though BEE is just a category of programming that can be good (e.g. improving regulations) or bad (e.g. allowing concentration of market power, through measures such as tax-free (free trade) zones or other tax exemptions)
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Emerging economies aid effectiveness


Oxfam encourages emerging donors to: 


Pursue their development cooperation according to universally (by donors and partners) agreed principles of aid effectiveness such as democratic ownership, alignment, harmonisation, results and mutual accountability within a realistic timeframe that takes capacity into account.





Work with other donors and developing country partners to create an equitably represented international system for development cooperation and aid effectiveness, which sets future joint agreements and commitments on the use, purpose and effectiveness of aid. Oxfam encourages emerging donors to enter into dialogue with other key stakeholders, including civil society actors both in donor and partner countries as part of this process. Emerging donors should play an active role in making sure that the new Global Partnership for Effective Development Co-operation meets these objectives.





In particular, we call upon emerging donors to: 


Establish clear policies for their development cooperation programs, and make these publicly available. 





Mandate through national legislation that their development cooperation efforts and assistance be used for the sole purposes of fighting poverty and inequality (including gender equality) and meeting humanitarian need. 





Provide more of their development cooperation on a long-term and predictable basis, and ensure more aid is delivered through recipient/partner country systems and, where possible, as budget support.





Commit to untie all their south-south cooperation as soon as possible.





Deliver their development cooperation in a transparent and accountable manner, prioritizing accountability to the recipients. As part of this, emerging donors should provide timely and detailed public information about their cooperation programs and commitments both to emerging donors own citizens and citizens in partner countries. They should also sign onto the International Aid Transparency Initiative (IATI). 





Support democratic ownership and ensure the participation of civil society actors and parliaments in partner countries they provide cooperation to. Working closely with civil society also means providing clear information, jointly establishing priorities, and allowing opportunities for policy dialogue. In general, emerging donors programs should strengthen the role of civil society, and contribute to an enabling environment for their participation in the development of their country. 





Include a multilateral component within their cooperation programs, with a priority on providing core contributions to the multilateral organizations they choose to support.





Use their experience and added value in terms of good development practice and lessons learned.





Old Policy: 


Oxfam believes that aid money should be focused on assisting the poorest and most disadvantaged countries and communities and meeting humanitarian need. 


Aid should be allocated on the basis of need alone. Donors must be proactive in ensuring that countries and people with need receive appropriate levels of aid and are not under-aided. Donors should also consider local perspectives with respect to capacity, absorption, and most importantly, expected impact for the poor, when determining levels of aid. 


Oxfam believes that developing country governments’ human rights and governance records or their performance on reducing poverty may be used to determine what type of development aid the country receives, but should not, in general, be used to determine overall aid levels. Donors can provide the same amount of development aid to countries with varied human rights histories and corruption safeguards, but use different mechanisms to deliver it. For example, in a country with a government that has a good human rights record and mechanisms in place to tackle corruption, donors should provide a substantial proportion of their aid directly to the government. Conversely, in a country with a government that has a poor human rights record and inadequate mechanisms to tackle corruption, donors should provide the majority of their aid to NGOs working in the country and donor run projects. What is important is that aid gets to those who need it most. 


Reducing the level of development aid or stopping it altogether to a country should only be the very last resort and the decision to do so is an extremely serious one to take.  All other options should be explored.  Critically it has to be clear that the poor will be hurt more by continuing to give aid than by ceasing to give it, and the presumption should always be towards continuing aid flows wherever possible.


Humanitarian assistance must always be delivered according to need alone and in an independent and impartial way, following principles set out under the Good Humanitarian Donorship Initiative. 


(Sources: OI Internal Position Paper on Corruption, OI Forthcoming Paper on Extractives and Essential Services: From Curse to Blessing Timeline:  May 6th / Author: Isabel Kreisler, Oxfam Intermon and rest developed for OI Aid Summit 2009)











The question of how to allocate aid across and within countries is not an easy matter. As a rights-based organization Oxfam believes that aid should be focused on assisting the poorest and most disadvantaged countries and communities and meeting humanitarian needs. With this in mind we think that the following principles should be followed: 


Humanitarian assistance must always be delivered according to need and in an independent and impartial way, following principles set out under the Good Humanitarian Donorship Initiative. 


Donors should also consider local perspectives with respect to capacity, absorption, and most importantly, expected impact for the poor, when determining the levels and modalities used to deliver aid within and between differing countries.


Donors must also be proactive in ensuring that countries and people who are poor and in humanitarian need receive appropriate levels of aid and are not under-aided.


Developing country governments’ human rights and governance records or their performance on reducing poverty may be used to determine what type of development aid the country receives, but should not, in general, be used to determine overall aid levels. Donors can provide the same amount of development aid to countries with varied human rights histories and corruption safeguards, but use different mechanisms to deliver it. 


Reducing the level of development aid or stopping it altogether to a country should only happen as the very last resort and the decision to do so is an extremely serious one to take.  All other options should be explored.  Critically it has to be clear that the poor will be hurt more by continuing to give development aid than by ceasing to give it, and the presumption should always be towards continuing aid flows wherever possible.


Allocating Aid between Least Developed, Low Income and Middle Income Countries


On what principles should aid be allocated?


As a rights-based organisation Oxfam believes that poor and marginalised people, irrespective of which country they live in, should be supported in their efforts to realise their human rights commensurate to their needs and in conformity with humanitarian standards. 





The process of allocating aid to particular countries or regions should be transparent, and be part of an on-going dialogue with key stakeholders, including the recipient countries (in practice this dialogue should where possible be conducted through existing coordination mechanisms).





 Oxfam recommends that biltateral, but also multilateral donors, foundations and private sector actors should co-ordinate their decision-making on aid allocation, in order to make the best match between ‘demand’ and ‘supply’ to prevent the creation of ‘orphans’ and ‘darlings’.


A number of criteria have been used by donors to make ODA allocation decisions.*





1) Human rights and governance 


Developing country governments’ track record on human rights including social and environmental rights, governance records and performance in poverty-reduction should not be used to determine overall aid levels but may impact on what type of development aid the country receives. Donors can provide the same amount of development aid to countries with varied human rights histories and corruption safeguards, but use different delivery mechanisms.





Reducing the level of development aid, or stopping it altogether, should only happen as the very last resort. The presumption should always be towards continuing aid wherever possible. In any case, if aid is cut, the balance of evidence must show that the poor will be hurt more by continuing to give development aid, than by ceasing to give it.





2)    Absorption capacity, expected impact and poverty-reduction performance





When determining the levels and modalities used to deliver aid within and between differing countries, donors should consider absorption capacity, and most importantly, likelihood of impact on the poor. However, donors should refrain from relying mainly on past performance in poverty reduction to make such determination.





GNI per capita 





Whilst Oxfam recognises that a country’s GNI per capita level could be a factor when determining the amount and type of aid each country receives, per capita income levels should not be the sole determinant.





In 2010, only 57% of ODA was allocated to LDC+ LICs.  


Source: � HYPERLINK "http://stats.oecd.org/Index.aspx?DatasetCode=ODA_RECIP" �http://stats.oecd.org/Index.aspx?DatasetCode=ODA_RECIP�


Within this context, Oxfam believes that a greater percentage of ODA should be allocated to LICs and LDCs as many of them have a greater need for aid due to the fact that they frequently have limited access to other sources of development finance (domestic or external) compared to better-off countries. NB Oxfam is further researching opportunities to raise additional domestic resources. Some poor countries will be able to tap into domestic resources more easily than others: eg countries with a per capita GNI of less than $2,000 a year cannot raise enough tax to reduce poverty Source: http://wwwwds.worldbank.org/servlet/WDSContentServer/WDSP/IB/2009/09/09/000158349_20090909133807/Rendered/PDF/WPS5046.pdf. This position should be refined once the DRM campaign is further developed.  





However as ¾ of the world’s estimated 1.3 billion people in extreme poverty now live in MICs, it is crucial that donors remain engaged in MICs (Lower and Higher) to eliminate poverty, address inequality and achieve the MDGs. The extent of poverty and inequality remaining in MICs shows that growth alone is insufficient to overcome poverty and that aid can improve the lives of particular sections of the population of MICs.





Of course, aid modalities might differ between LICs and MICs. Aid in MICs could for example focus on mobilising greater domestic resources, ensuring greater income redistribution, or introducing social safety nets. A particular focus should be given to supporting civil society's ability to pressure the government to mobilise internal sources of finance for development and be accountable for the delivery of their fundamental duties. NB: Oxfam will conduct research to refine this position and come back with more concrete proposals on what ODA can concretely be used for.








 If donors decide to reduce aid to some countries they should do it gradually and responsibly –allowing countries to rely on a progressively smaller amount of aid as they graduate to a higher status and supporting the sustainability of earlier development achievements - on the basis of a sliding scale taking other factors into account, and not as soon as they pass an arbitrary income threshold.





Maintaining development cooperation with MICs in support of efforts to end poverty should not absolve the responsibility of the governments to pursue redistributive policies and allocate domestic resources to tackle poverty. Donors need to keep discussions open with MIC and LIC governments to ensure that they allocate more of their own resources to poverty reduction.





Beyond ODA, all developing countries, including MICs, should be provided with an enabling environment for development in the form of special and differential treatment in trade, more equitable international tax and governance structures, investment and IPR or common but differentiated responsibilities (CBDR) in climate change negotiations. In exceptional circumstances, such as after a disaster or exogenous shock, MICs should be eligible for debt relief.





Aid Allocations Between Multilaterals and Bilaterals


Oxfam calls upon on all donors to address the current imbalance which favors bilateral aid spending over multilateral aid spending, by allocating at least 50% of their aid to multilateral organisations. Affiliates may use some flexibility in advocating this to identify the funding mix that is most appropriate to their donor government and to allow for the use of different channels, for example financial contributions to civil society and the private sector. 


In choosing which multilateral organizations to support, donors should refer to a common performance assessment framework which measures, their effectiveness in helping reducing poverty, fight inequality, promote gender equality and good governance and address humanitarian need; their transparency; accountability (particularly to recipients); the predictability of their funding; and, where appropriate, the amount they provide as budget support and through country systems.


Oxfam supports bilateral funding when it brings an added value in terms of diversity of instruments used, innovation in policy and practice, and willingness to explore alternative development schemes which allow developing countries to have more and better options to reduce poverty. 


In line with this we urge countries that are considering setting up a new aid agency, bilateral initiative or fund to demonstrate before-hand the added value of establishing additional bilateral funding mechanisms, rather than providing funding directly to existing multilateral organisations.








NEW TEXT Oxfam believes that aid must be delivered in a way that supports democratic country ownership, empowering developing country governments and their citizens to fight poverty and inequality (including gender equality) and meet humanitarian need.  In order to achieve this, donors must –


Empower states by: 


Aligning their aid, where possible, to national development policies - that have been planned, formulated, and discussed by developing country governments and the parliamentarians and civil society (including women’s organizations) in these countries and are gender sensitive 


Providing more of their aid through country systems, including scaling up the use of direct budget support and other forms of budget aid 


Stopping attaching economic policy conditions to their aid and de-linking all (budget) aid from the requirement to have an IMF program in place


Providing more of their aid on a long-term (3 – 6 years contracts) and predictable basis (see section 3.6 for more on this)


Enhancing the transparency of their aid by signing up to International Aid Transparency Initiative (IATI); publishing country-level aid commitments for the next 3 -6 years, and ensuring all draft and final aid contracts are published, including the conditions, in a manner which is accessible and timely for the public in recipient and donor countries and all follow-on material including evaluations 





Empower citizens by:


Providing More and Better Funding to CSOs (including women’s organizations in developing countries), Parliamentarians and the Media – by providing more long-term, predictable and core financial support to these groups and flexible contracts


Ensuring all aid contracts are produced in consultation not only with developing country governments, but their citizens too and that all monitoring and evaluation of aid agreements are undertaken in consultation with citizens too


Attaching conditions to their aid that push for developing country governments to enhance their domestic accountability mechanisms/ institutions and providing sufficient technical and financial support to enable these changes to happen


Committing to supporting an enabling environment for civil society within aid recipient countries and helping ensure civil society has the right and protection to assembly, advocate, and engage their governments


Ensuring they are not undermining domestic accountability – Donors should pay special attention to the manner in which they engage and intervene in domestic processes, which include decisions on types of funding and using participation and consultation, so that the state can be held accountable to its people.


(Source: Oxfam America, Ownership in practice: The key to smart development, 2009 and Open Forum for CSO Development Effectiveness, The Siem Reap CSO Consensus on the International Framework for CSO Development Effectiveness, Second Global Assembly for CSO Development Effectiveness, Cambodia, 2011).











NEW TEXT (POLICY SIGNED OFF IN RESULTS PAPER)


All development stakeholders, including donors, recipient governments, and Civil Society Organisations (CSOs), should be held better to account for ensuring that their aid delivers results. However, deciding which results to prioritize and how they will be measured should be driven by the needs and wants of people living in poverty.  Donors and recipient governments must prioritize accountability for those results which are most important to citizens in developing countries and help bring about sustainable change to help end global poverty, fight inequality, promote gender equality, accountable states and active citizens and meet humanitarian needs. 


All donors should:


Systematically draw their results from local, national and regional development plans that have been created in participation with the government and citizens of that country 


Focus on outcomes and impact, not outputs and inputs and ensure that long –term results are accounted for


Link outcomes and impacts within broader results frameworks like the Millennium Development Goals, or with promising new development measurement frameworks like the Oxford Poverty and Human Development Index


Not shift aid away from aid instruments that are effective at delivering harder to measure results, like budget support or empowerment programs.


Do not move away from countries where the results of aid might be harder to measure such as fragile settings


Provide coordinated financial and technical support that builds recipient country capacity to monitor and report back on results in a single format, so as not to overburden local institutions.


Support the protection of an enabling environment for civil society and support the creation of an active and  independent civil society


Strengthen the capacity of governance institutions that would allow more citizen oversight of country systems.





Recipient countries should: 


drive the process of monitoring and evaluating results at national level;


actively seek the input of civil society and parliaments.





Results-Based Aid


Oxfam is extremely concerned by results based lending approaches  that make all, or the significant majority of, donor aid funding contingent on the recipient delivering results first,. This is because: 


it makes poor countries pay the bill initially for progress, rather than enabling them to take advantage of often much-needed donor resources to achieve the results


It places all the risk of failure on developing countries and not on the donor for delivery


Oxfam urges donors to proceed with great caution in this area, , piloting approaches and evaluating the impact in an inclusive and public manner to assess the costs and opportunities. Donors should be especially reluctant to use these types of funding in fragile settings. 


Oxfam does support approaches that deliver the significant majority of aid at the start to help countries deliver the intended results, but also make some aid contingent on key outcomes in order to incentivize performance and results. The EU MDG Contracts represent a useful example. of this with donor’s  providing 85% of funds up front and then tying 15% to some key outcomes to incentivise progress.  


(Source: outcome of OI internal aid summit, April 2011)








Existing policy: 


Oxfam believes that all rich countries should provide increasing and substantial proportions of their aid directly to poor country budgets. Rich countries should aim to provide 50% of their aid in this way, where possible. 


Giving money to poor country governments is far from risk-free, and needs to be context-specific. Not all countries are well placed to receive general or sector budget support. Oxfam believes that it should only be given to governments that have a strong commitment to fighting poverty and upholding human rights, and have mechanisms in place to tackle government corruption. In addition, Oxfam believes that donors are entitled to link their disbursements of budget aid to accountability conditions and mutually agreed poverty outcomes .(see more in the next box)


(Sources: Budget Support Background Paper 2008 unsigned off/ Fast Forward - EC Budget Aid Paper Signed Off April 2008)


New Policy (UNDERLINED)


Oxfam believes that all rich countries should provide increasing and substantial proportions of their aid directly to poor country budgets in the form of direct general or sector budget support or where more appropriate, other types of ‘budget aid’ (such as pooled, basket funding and multi-donor trust funds) that enable donors to disburse significant amounts into government budgets with appropriate control. Rich countries should aim to provide 50% of their aid in this way. Rich countries should also aim to provide more of their aid through country systems.  


Which Countries Should Receive Budget Support


Giving money directly to poor country governments is far from risk-free, and needs to be context-specific. Not all countries are well placed to receive direct general or sector budget support. Oxfam believes that it should only be given to governments that have


 a strong commitment to fighting poverty and upholding human rights, including social and environmental concerns.*


 reasonable financial systems to account for the use of resources in place and plans to continually improve these systems


Mechanisms already in place to ensure basic information from the government is made public to its citizens, like the government’s annual budget plans and its annual public spending and financing accounts. Alongside this, governments must also demonstrate , a commitment to strengthening domestic accountability further by disclosing additional financial information in a timely and transparent manner. 





Direct Budget Support and other forms of budget aid (pooled and basket funding and multi-donor trust funds that can pay for government expenditures with greater insulation from risk) can be used in some fragile settings, and has proven to be vital tool in providing countries with resources and support to emerge from post-conflict. Obviously it is not suitable for all fragile settings (see dedicated chapter for more on this). Ultimately the decision whether to give budget or sector support is highly context-specific.  








Conditionality and Budget Support 


Oxfam believes that donors are entitled to link their disbursements of budget aid to mutually agreed accountability conditions and poverty outcomes (see more in the next box) to strengthen and/or incentivise reform in these areas and ensure direct budget support is delivering results.  They are also entitled to attach limited political conditions to their budget aid (see more in section X). 


Strengthening CSO and Parliamentarian Participation in Budget Support


Donors must ensure that an inclusive representative group of CSOs and parliamentarians are involved in all stages of the budget support process (design, the definition of benchmarks and conditions, monitoring and evaluation). 


Donors should set aside a proportion of their budget support (and Multi-Donor Trust Funds that provide government funding) to finance the work of civil society stakeholders (especially women’s groups) and parliamentarians that can play a role (through budget monitoring, etc.) to hold governments and donors to account. 


Any new budget support should not be provided without these basic elements and all existing budget support that does not have these elements, should be reformed, as soon as possible, to ensure greater involvement of representative CSOs and parliamentarians for the future. 

















NEW TEXT 


What happens when human rights violations start happening in a county already receiving budget support? 


Oxfam is a rights-based organization and budget support (and all aid modalities) should contribute to ensuring all human rights - social, political, civil and economic rights (or at least do no harm). Failure to uphold human rights or engage in democratic reform can form legitimate grounds for donors to suspend direct budget support as a signal to developing country governments that their activities are not tolerated. In deciding whether to suspend budget support in the face of human rights violations donors must: 


Adopt a case by case approach 


Ensure a coordinated (with other donors), transparent and participatory process (involving local CSOs), which provides an opportunity for the government to reform its behavior against a set of benchmarks, within a limited timeframe, and ensures independent verification of progress made against the benchmarks


Ensure that all decisions taken are based on the long-term interests of poor people living in the country. This may mean, that there will be cases where a government is violating its citizens civil rights, but where the impact of removing budget support might actually make the situation worse for citizens civil rights in the long-run, and/ or citizens economic and social rights. In these cases, maintaining budget support may be justified. 


Ensure if budget support is to be suspended that it is done in a graduated manner and that the overall amount of aid to the country does not fall. Poor people should not have to pay twice – once for having a poor government and then again by receiving less aid. 


If budget support is to be suspended, donors should seek to re-direct their aid through other aid instruments, like ear-marked sector budget support or using trust funds that enable donor funding of government expenditure at a distance or via NGOs or stand-alone donor run projects. 


.


What if you are giving budget support to an un-corrupt government, and then things suddenly gets much worse?


If corruption gets suddenly worse in a country receiving budget support, donors should: 


Measure the level and nature of corruption in a country in a robust and transparent way, involving maximum local input, and set alongside a measurement of progress in delivering on development outcomes.  


If these measures reveal extensive corruption that is undermining development results, clear indicators for improvement should be agreed with the government, in consultation with independent civil society and parliament, where such institutions exist. 


A timeframe for achieving improvements should be agreed as should the nature of the penalties should the government fail to achieve these indicators.  This whole process should be as public as possible.  


At the end of the agreed timeframe, an independent assessment of the agreed indicators should be made. 


If they have not been met and progress has not been satisfactory, agreed punitive actions should be taken, including the cutting off of some or all budget support to central government. 











Examples of Other Ways of Providing Budget Aid In the Case of Human Rights Concerns: Ethiopia and Afghanistan


In 2005, following a contest election and widespread violations of human rights by the Ethiopian government with significant restrictions on political space, donors suspend their GBS to Ethiopia.  However, in recognition that this could do more harm than good for poor people in this country, donors sought to work together to replace it with a Protecting Basic Services’ programme: a form of decentralised budget support which still provided vital aid to region/district budgets to ensure vital service delivery in essential services was maintained so kids could go continue to go to school. In addition, and, importantly, this new funding had a built-in focus on strengthening local systems of accountability for service delivery .  


Other mechanisms that could be looked at if deteriorations do occur are Multi Donor Trust Funds that can support government funding but allow a greater degree of fiduciary control and political distance. The Afghanistan ARTF provides an example of this. The ARTF is administered by the WB and donors contribute to a single bank account through which funding is then disbursed through one of two windows: the Recurrent Cost Window (RCW) and the Investment Window (IW). The former provides funds through the budget to cover the costs of government to ensure functionality and service delivery (like providing midwifes and doctors for poor people and medicines) whilst the latter provides grants for national development programs in the development budget. As such, the RCW is very similar to BS and the IW is comparable to project aid.











New Policy (UNDERLINED): 


Oxfam believes there is a limited role for conditionality, but we believe that at present donors attach far too many conditions to their aid and too often the wrong type of conditions. We believe that donors should limit their conditions to:





accountability conditions  - especially those that strengthen democratic accountability within recipient countries 


outcome- based conditions that deliver poverty-reduction, tackle inequality (including gender inequality) and help people achieve their human rights 





These conditions should be mutually agreed, where possible, between donors, developing country governments and their citizens.





Donors must never attach economic policy conditions like trade liberalization and privatization to their aid (see section 3.5), nor any sort of political conditions that serve to further donors’ own foreign, economic or security interests





Political Conditionality 


Oxfam supports donors applying limited political conditionality to their ‘budget aid’, where doing so enables donors to strengthen democratic institutions within an aid recipient country and protect citizen’s human rights. We do not, however, support political conditions which enable donors to endorse a particular political party or regime within a country. Nor do we condone any sort of political conditions that serve to further donors own foreign, economic or security interests.


At no time should political conditions be placed on humanitarian aid


 (Source: outcome of 2011 OI aid summit discussions)











Existing policy:


Unpredictable aid is one of the biggest sources of uncertainty facing governments in low-income countries and has far reaching damaging effects. Donors must ensure that their aid is more long-term and predictable. In order to do this, donors must: 





Ensure the vast majority of their aid is provided on at least a three year rolling basis, and ideally a six year basis and make public allocations of aid by country over this time period


Minimize the difference between what is committed vs what is disbursed by reducing administrative delays and the number and scope of conditions attached and ensuring transparency about the criteria that would cause a reduction or phase out of aid flows 


Ensure plans for disbursements are in line with partner country budget cycles 


Ensure that there is a time lag of at least a year between assessments of performance and their impact on disbursement 





(Source: Developed for the 2008 OI Aid Summit)



































Existing policy: 


The delivery of aid is extraordinarily complex and cumbersome. Developing countries must grapple with a proliferation of international financing mechanisms and donors and often a multitude of uncoordinated aid reporting requirements from different donors. In order to minimize the costs of aid transactions donors should: 


Think twice about establishing new global funds and trust funds and only establish them after following the OECD guidelines on global programs (see below for more details).58 


Move to the creation of an independent, country-level reporting and monitoring system for all donor aid in a given country. This should cover all project and program review missions, evaluations and impact surveys for all donors in country and should be multi-stakeholder including civil society.  


Decentralize procedural decisions to country offices in order to accelerate them.


Ensure any harmonization activities are under the leadership of the developing country government in consultation with their citizens.  Closer donor coordination/harmonization is not always appropriate. In the case of humanitarian aid, Oxfam is clear that increasing moves by rich countries or regional, international organisations to integrate their military, political and humanitarian activities must always keep humanitarian aid separate, due the need to uphold impartiality and retain access.


Ensure aid delivered as technical assistance is allocated under the leadership of the developing country government and strengthens developing country government capacity.


(Source: Outcome of OI Aid Summit held April 2008)  







































































Over-stretched civil servants


Vietnam reported hosting 782 separate donor missions (a telling expression) in 2007. This amounts to an average of more than two missions per day – each requiring the time and attention of recipient government officials.  A survey of 14 countries by the OECD and the World Bank showed an average of 200 donor missions per year, three-quarters of these by a handful of donors (the ‘chronic travellers’). 


Sources: Lawson, M.L., Foreign Aid: International Donor Coordination in Development Assistance, CRS Report for US Congress (2010); Green, D  From Poverty to Power, (2008).








Existing policy: 


Oxfam believes that donors should immediately untie all their aid to developing countries, including technical assistance and food aid. Preference should be given to local procurement in developing countries for the purchasing of services and products with aid money. 


(Source: Aid Policy Compendium 2008)



























































Donors should work to ensure that national and foreign political goals do not compromise the ability of local and international actors to provide impartial humanitarian assistance according to need. Equally, short-term humanitarian interventions must be consistent with longer-term planning and ensure continuity for broader recovery and transitions to development. Donors must work in line with the ten core OECD/DAC Principles for Good International Engagement in Fragile States and Situations. In particular, they should:


Adopt flexible funding modalities that can ensure a seamless transition from emergency response to recovery to equitable development, and poverty reduction.


Ensure proportionate support for economic and social sectors, against their support for security and justice sector reform services. 


 Ensure that military forces or assets are not used to provide aid apart from in exceptional circumstances, and subject to the existing UN guidelines. 


Use their development aid to support democratic and accountable state building in fragile states, built on a vibrant and empowered civil society. 


Directly support the creation of a vibrant civil society in all fragile states by providing direct financial support and supporting an enabling environment.


Fragile States and Budget Support


Budget Support can be an important aid modality to build strong and accountable states enabled to deliver essential services. Budget support has proved to be useful in the past in fragile state countries, and should be considered for fragile states within a mix of aid modalities. It should however never be viewed in isolation and can be used as part of an overall donor strategy focused on poverty eradication, alleviation of humanitarian need, fighting corruption and strengthening human rights in partnership with local civil society. 


The decision to provide budget support is highly context specific. Budget support should only be given to governments that can demonstrate a strong commitment to fighting poverty, and upholding human rights, and to enhancing accountability and transparency towards their citizens, as well as establishing norms and standards against which public policies can be assessed. 


Donors need to reaffirm their support for human rights, humanitarian law, democracy and good governance. They should be transparent on how their overall support to a given country relate to those commitments. Failure to uphold human rights or engage in democratic reform, are legitimate grounds for donors to freeze or suspend GBS (as well as review other aid/relations). However, to avoid a negative impact on provision of essential services and the poorest, donors should make sure that alternative methods of aid are provided while ensuring that aid is as much as possible  recorded on budget such as Multi Donors Trust Funds or Community Drive Reconstruction Development





In addition to funding basic services and urgent humanitarian needs – donors should include support to key ‘demand-side’ accountability actors, including civil society and the countries’ elected bodies (if elected in free and fair manner). A proportion of GBS (and MDTFs) should be set aside to finance the work of non-government stakeholders (and especially women’s groups) that  play a significant role (through budget monitoring, etc. ) in holding governments and donors to account (this should apply also to non-fragile states.


All governments should work towards implementation of UN Security Council Resolutions 1325, 1820, 1888, and 1889 on women, peace and security. In countries in situations of fragility or that are emerging from consult, donors must support state and civil society actors.











NEW TEXT (NO NEW POLICY) Making aid sustainable and resilient


Oxfam believes Disaster Risk Reduction or DRR is effective in saving lives and protecting livelihoods because it leads countries to develop extensive and effective early warning systems, mitigation measures and community preparedness activities, which can save lives and help secure livelihoods. 


Donors should:


Structure their humanitarian programs so that they focus more on prevention and preparedness than on response


Ensure that DRR funding is predictable and longer term


Channel DRR funding to the local level so that it reaches the people and communities who need it the most


Support sustainability and resilience through an integrated approach that combines development, climate change adaptation and DRR in a mutually reinforcing way


Ensure that all their development programs undertake a disaster risk analysis to anticipate and prepare for disasters.


In addition, local and national governments, civil society from local to global level, the private sector, and scientific institutions must work in a way that reinforces and supports resilience and sustainability efforts.


(Source: OI Briefing on the Horn of Africa Drought 2011. Disaster Risk Reduction – fundamental to saving lives and reducing poverty August 2011)








NEW TEXT (POLICY SIGNED OFF FROM OI SIDE ALREADY) 


International CSOs or INGOs (International Non-governmental Organisations) are not only aid recipients and actors in civil society in their home countries, but also aid deliverers, disbursing substantial resources in developing countries either directly or through partnerships with local CSOs. Oxfam believes that effective INGO aid is not unlike high quality ODA from governments.





In order to be an effective aid organisation Oxfam must be able to demonstrate, accurately and honestly, that its programmes engage in participatory, evidence-based learning and are results based, and that we work in ways that are accountable.





Oxfam also believes that being as effective as possible demands that we work with others.  The notion of partnership lies at the core of how Oxfam understands the world (i.e., our model of change) and our role therein (i.e., our identity).  Oxfam believes it is only through the collective effort of many actors (civil society, state, private sector and others) that a sustained and significant positive impact can be effectively achieved.





The following is a list of Oxfam’s specific commitments effectiveness and accountability:





Quality of our work


Oxfam commits to developing a rigorous and honest ‘evidence base’ for our assertions about the work we do.


Transparency


Oxfam commits publicly to our understanding of, commitment to and practice of becoming increasingly accountable: we commit to upholding our Public Information Policy, conforming to the International Aid Transparency Initiatives (�HYPERLINK "http://iatistandard.org/"�IATI�) standards.  


Oxfam produces a yearly Accountability Report, with an annex that fulfils the Global Reporting Index (�HYPERLINK "http://www.globalreporting.org/NR/rdonlyres/19B9E00D-299D-4F3C-A5A7-6B9650EDC532/4200/NGOSSSocietyIndicatorProtocols.pdf"�GRI�) NGO Supplement requirements and this report is assessed by an Independent Review Panel.  We commit to producing, in the countries where we work, a yearly report; we make this information available in hard copy in appropriate languages and we organise a public dialogue around this report.


Participation


Oxfam holds regular stakeholder gatherings that encourage key stakeholders to monitor and evaluate the work we do. 


We commit to regularly examining our accountability.  We believe that communities, partners and allies should be able to influence not only the activities and projects that constitute our work, but our strategies, policies, mission and values also.


Feedback


Oxfam commits to spending time and resources asking communities, partners and allies if we are doing our job well enough.  Are we doing the right thing, and are we doing it in the right way?  We commit to ensuring that our programmes have explicit mechanisms for seeking feedback from the people we aim to serve, and we strive to report on feedback regularly, and to continuously improve the quality of this feedback loop.  


Oxfam has a Complaints Policy and commit to providing guidance on the mechanisms to be used to encourage the making and handling of complaints.  We seek continuous improvement in the quality and use of the complaints mechanism they adopt.


International Standards


Oxfam upholds the Humanitarian Accountability Partnership �HYPERLINK "http://www.hapinternational.org/projects/standard/hap_2010_standard.aspx"�HAP Principles and 2010 Standards� to support their programme work, the �HYPERLINK "http://www.icrc.org/eng/resources/documents/publication/p1067.htm"�Code of Conduct for the International Red Cross and Red Crescent Movement and NGOs in Disaster Relief�, the People in Aid �HYPERLINK "http://www.peopleinaid.org/code/"�Code of Good Practice� and we use the �HYPERLINK "http://www.sphereproject.org/"�Sphere Minimum Standards in Humanitarian Response� to inform our humanitarian response work.  We are signatories to the �HYPERLINK "http://www.ingoaccountabilitycharter.org/"�INGO Accountability Charter� - committing ourselves to excellence, transparency and accountability.


Partnership


Oxfam has a Partnership Policy that clearly states how we see our role, the role we see for partners and the responsibilities of both parties; we aim to be role models for accountability in partnership.


Oxfam commits to explicitly building the capacity of local partners to increase accountability to communities and we regularly survey those with whom we are in partnership to get feedback on our performance


(Source: OI Statement of Partnership Principles)
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