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The Reality of Aid Network

The Reality of Aid Network exists to promote national and international policies that
contribute to new and effective strategies for poverty eradication built on solidarity and
equity. Established in 1993, the Reality of Aid is a collaborative, non-profit initiative, involving
non-governmental organisations from North and South. It is in special consultative status
with the United Nations Economic and Social Council (ECOSQOC).

The Reality of Aid publishes regular, reliable reports on international development
cooperation and the extent to which governments, North and South, address the extreme
inequalities of income and the structural, social and political injustices that entrench
people in poverty.

The network has been publishing reports and Reality Checks on aid and development
cooperation since 1993.

These reports provide a critical analysis of how governments address the issues of poverty
and whether aid and development cooperation policies are put into practice.

The Reality of Aid International Coordinating Committee is made up of regional
representatives of all participating agencies.
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Preface

Since its inception in 1993, Reality of Aid (RoA), has been consistent in the annual production
of a report monitoring performance of development aid and cooperation from the lens
of poverty reduction and human rights. It remains the only southern-led global advocacy
network on aid.

The 2018 Reality of Aid (RoA) Report has the theme “The Changing Faces of Development
Aid and Cooperation: Will new directions and forms of aid benefit the poor?” Authors of
the different chapters examine in closer detail current narratives and trends in Official
Development Assistance (ODA), which risk undermining the unique contribution that it can
make to the elimination of poverty and inequality in developing countries. It also answers
the following questions: How are these debates manifested at the country level? To what
extent are ODA initiatives contributing to the fulfillment of human rights-based sustainable
development for people living in poverty in the global South? What do current trends and
practices say about the future of aid?

Ending poverty and the achievement of the Sustainable Development Goals (SDGs) need
dedicated resources to support economic, environmental, and social investments that
benefit the poorest people and countries. The 2018 Reality of Aid Report takes stock of the
current debates and narratives on the role of ODA and examines how these debates are
translated at the national level. The report focused on maximizing contributions of ODA
to poverty eradication, within a framework that is defined by human rights standards,
including strengthening gender equality and women’'s empowerment, and ensuring
that members of marginalized groups are not left behind. The Report draws lessons
and conclusions from both positive and problematic practices, which in turn inform key
messages on the role and future of ODA in financing for development. It addresses fully
the role of ODA in meeting the financing needs of Agenda 2030.

The 2018 Report sets out a narrative in support for the integrity of ODA as a dedicated
resource that contributes directly to the eradication of poverty and the reduction in all
forms of inequality.

The Report examines these “changing faces of aid” in five major areas:
1. ODA and private sector resources to achieve the SDGs
2. ODA, security, migration and options for development
3. ODA and response to the acute challenges of climate change
4. South-South Cooperation in development finance
5

. Safeguarding ODA as a public resource for reducing poverty and inequalities:
Recommendations for the future deployment of aid
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This Report has 29 contributions comprising 8 country chapters, 16 thematic articles and a
Global Aid Trends chapter. The opening Political chapter brings together the various themes
in the contributions of the different authors of the Report.

Remarkably, the Report sets out 10 areas for future direction and recommendations for
transforming the aid regime towards one based on solidarity, human rights, feminist
principles, reducing poverty and tackling inequalities.

Mr. Leo Atakpu
Chairperson
The Reality of Aid Network



The Changing Faces of Aid:

Encouraging Global Justice or Buttressing Inequalities?

The Reality of Aid International Coordinating Committee

Introduction: Setting the Context

On September 2015, the UN General Assembly
adopted the 2030 Agenda for Sustainable
Development. Member states agreed to a unique
Agenda for people, planet and prosperity, one that
recognizes “eradicating poverty in all its forms and
dimensions, including extreme poverty, is the
greatest global challenge and an indispensable
requirement for sustainable development.”" The
question is whether the international community
has provided sufficient and quality resources to
realize the Agenda’s vision and promises.

This 2018 Reality of Aid Global Report examines
recent changes in the direction and prospect for
international aid in the context of Agenda 2030,
as well as the persistence of poverty and growing
inequalities within and between countries. What
role can and should Official Development Assistance
(ODA) play in meeting the financing needs of Agenda
2030? Is ODA fit for this purpose?

Agenda 2030’s comprehensive and transformative
vision aims for “a world of universal respect for
human rights and human dignity.” It is a universal
Agenda for a world in which all forms of inequalities
between and within nations are reduced. Gender
equality and women’'s empowerment are given
priority. New paradigms for the stewardship of
the planet would,” address decisively the [global]
threat posed by climate change and environmental
degradation."”

Achieving Agenda 2030 requires a focused
commitment by all the world’s countries, including
the transformation of development cooperation
as a dedicated source of finance. While not the
largest international resource, ODA is a unique and
crucial public resource for the SDGs, as it can be
deliberately programmed as a catalyst for reducing
poverty and inequalities. Other resource flows may
be important for the SDGs, but by their nature, they
are often driven by other purposes. The credibility
for increased ODA is not its ability to mobilize other
flows, but its coherence with efforts to transform

the living conditions of people affected by poverty,
marginalization and discrimination.

What are the accomplishments to date? Are the
current directions in ODA helping or hindering the
realization of Agenda 2030 and the SDGs? These
questions are the reference point for the Report's
thematic chapters and case studies contributed
by civil society activists in the North and the
South. Unfortunately, they provide overwhelming
evidence that aid resources are woefully insufficient
and often misdirected. They are increasingly being
deployed in ways that exacerbate rather than
eradicate poverty. Instead of following the dictate
to ‘leave no one behind,’ aid may be contributing
to the increase, rather than the reduction of
inequalities.

Development cooperation must be
tzrggaformed in support of Agenda

We live in a world with unacceptable levels of
poverty and inequalities. The Reality of Aid Network
has strongly advocated for the retooling of ODA,
to make it an essential resource to address and
challenge these conditions. This goal requires
answers to complex questions. What should be
ODA's central purpose? Under whose direction
should these objectives be implemented? What
are the implications for people living in poverty or
otherwise marginalized? Governments, civil society
and the private sector often have widely different
views on these issues; aid and development
cooperation is a contested terrain.

“Beyond Aid” is an unhelpful discourse

Mainstream development advocates and many
governments are increasingly promoting a
discourse of moving “Beyond Aid” to progress
from “billions to trillions” to fully finance the
SDGs.? They focus on the deployment of a wide
variety of resources, some concessional, but
mostly non-concessional, in the implementation
of the SDGs. In this scenario, ODA is viewed as a
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diminishing and somewhat irrelevant resource.
While it is recognized that the poorest countries
may still require ODA, its proposed role in many
contexts is limited to that as a catalytic agent in the
mobilization of private finance for development.
At the OECD's Development Assistance Committee
(DAC), providers are discussing terms for the
“modernization of ODA,” and the development of
incentives whereby ODA will facilitate other forms
of development finance.

In this “Beyond Aid"” context, many providers now
focus on opportunities presented by 1) a growing
diversity of development actors, largely outside the
traditional aid system, including middle-income
country providers; 2) a diversity of financing
modalities available to developing countries,
including various forms of private financial flows;
and 3) the broadening of public policy goals
whereby ODA is positioned to meet the challenges
of climate finance, security and migration or
public/private  partnerships for infrastructure
development. The DAC affirms, at least on paper,
that ODA will continue to play a key, but updated,
role in development finance.

The Reality of Aid Network, and the authors
of this Report, acknowledge and respond to
the complexities inherent in current trends in
development cooperation. However, civil society
organizations (CSOs) are not so quick to dismiss
aid. Rather, they strongly promote it as a fully
concessional resource uniquely positioned to tackle
poverty and inequality. It is highly relevant across
a wide range of country contexts: Agenda 2030's
directive “to leave no one behind” calls for actions in
both poor and middle-income countries, although
priorities and modalities may differ.

Poverty is not just concentrated in the poorest
countries; it also is a reality for hundreds of millions
of people in middle-income countries. As noted in
the Report's aid trends chapter, almost 47% of the
population in lower middle-income countries are
living in poverty, as defined by World Bank poverty
lines. An estimated 2.4 billion people, or 40% of
developing countries’ populations, are living inside
serious conditions of poverty and suffer from
various forms of exclusion.

Marginalizing aid as a development resource raises
questions about the commitment of aid providers

8

to take action against poverty and inequality. Clearly
aid must be substantially increased to effectively
meet these challenges in both least developed and
lower middle-income countries. To be consistent
with Agenda 2030’s vision, aid practices must also be
vigorously examined and reformed in terms of its
geographic priorities as well as its modes of delivery.

An expanded and reformed ODA is an
essential resource for ending poverty

Rather than side-lining and instrumentalizing aid
for broad foreign policy purposes, The Reality
of Aid authors seek a re-conceptualization of
development cooperation, seeing it as fundamental
to international solidarity, an approach that
responds to the broad challenges of ending poverty
and tackling inequalities.

This reconceptualization requires that development
cooperation move away from the traditional
aid paradigm defined by charitable and short-
term donor-determined results. It recognizes
that this latter approach can exacerbate the “us/
them” global dichotomies between and within
countries, and thus may perpetuate poverty
and inequality. Civil society activists have long
seen traditional notions of aid as “antiquated, if
not outright neo-colonial.”® They challenge the
current reality whereby Northern governments
impose their priorities and allocate relatively small
amounts of aid to “fight against extreme poverty.”
No longer should Northern agencies be using
their own experts to promote models of “good
governance” and required “economic reforms,” as
a precondition for “partnerships” with developing
country counterparts.®

The level of ODA provided is also a major issue of
concern. Report authors, from both developed and
developing countries, stress the moral, if not legal,
obligation to allocate aid at the level of the long-
standing ODA target of 0.7% of providers’ Gross
National Income. The reality is that ODA growth is
very modest at best, with Real ODA increasing from
$102.7 billion in 2013 to $125.5 billion in 2017. It
grew by only 3% from 2016 to 2017.7 If the 0.7%
target had been met, $325 billion in aid, almost
three times the actual 2017 level, would have been
provided - a substantial contribution towards the
realization of the SDGs.

The expansion of a reformed ODA would deliver
a significant resource for catalyzing action for
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more equitable and sustainable development.
As a public policy choice, provider governments
can, and should, choose to devote it exclusively
to reducing poverty and inequalities. As noted
above, this would make ODA invaluable, as it
is a unique development finance resource. For
the least developed, and most middle-income
countries, ODA's concessionality and grant form
is also crucial as it allows them to build, from low
levels of revenue, their own capacities to finance
sustainable development.

ODA is a critical resource for the United Nations
as well as a range of other multilateral institutions
and CSOs, the latter act as independent actors for
development and accountability. Assuming rigorous
levels of transparency, ODA is currently the only
international development flow whose impact is
traceable and accountable in the public realm.

As summarized in this Reality of Aid Report,

“The importance of ODA is not determined by
its ability to combine with other resources for
development, however important they may
be. Rather, its legitimacy is derived from its
maximum coherence with efforts to transform the
living conditions and enhance opportunities for
people affected by poverty, marginalization and
discrimination.”

ODA will be needed in vastly increased quantities,
and with significantly improved effectiveness,
over the next several decades. While it may never
be the largest resource for development finance
ODA can be, and must be, a leading and essential
component of poverty eradication. This renewal is
essential if the global community has any chance
of turning around the triple crises of out-of-
control inequalities, threats to planetary survival,
and growing attacks on democracy.

The governments of developing countries must set
the course for determining their own development
priorities through processes that include the full
participation of citizens and their organizations. If
substantially reformed, ODA could be a resource
to facilitate these processes, one that developing
countries could apply to different elements in
defining and implementing SDG strategies. The
first principle for guiding effective development
cooperation, as established in the 2005 Paris
Declaration and the 2011 Busan High Level Meeting,®

is national democratic ownership of development
priorities in developing countries. A mountain
of evidence, including prior global Reality of Aid
Reports, backs the essential value of this principle.

Reforming Aid and the Global
Partnership for Effective Development
Cooperation (GPEDC)

The 2005 Paris Declaration was a major, but largely
unsuccessful, five-year effort to reform aid practices.
Its current manifestation is the Global Partnership for
Effective Development Cooperation (GPEDC). GPEDC
brings together traditional providers, developing
country partners, CSOs, parliamentarians, foundations
and business associations around a broad agenda
for effective development cooperation.’ Southern
providers of development cooperation, such as China
and India, have largely excluded themselves as they
claim that it continues to be dominated by a Northern
aid paradigm.

At the 2011 Busan High Level Forum, the GPEDC
adopted four key principles to guide the reform of
their development cooperation practices. These
were understood to be consistent with international
commitments on human rights, decent work,
gender equality, environmental sustainability and
disability:

* Ownership of development
developing countries;

priorities by

+ Focus on results, aligned with the priorities
and policies set out by developing countries
themselves;

* Inclusive development partnerships; and

+ Transparency and accountability to each other.

Parties to the Busan Forum also agreed to
“deepen, extend and operationalize the democratic
ownership of development policies and processes”
at the country level." The GPEDC was charged
with the responsibility to monitor progress in
implementing these principles. To date the results
have been disappointing, in ways similar to those
following the Paris Declaration."?

Civil society actors in the Global Partnership have
advocated for a human rights-based approach
as the foundation for implementing the Busan
principles’ - something which has also largely
gone ignored.
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The Reality of Aid Network understands that the
many challenges for development in the 21
Century require both a human rights-based and
feminist approach to development cooperation.™
Such an approach is one in which the priorities and
practices in providing aid, as well as other forms
of development finance, are thoroughly informed
by human rights standards, inclusive policy
dialogue that takes into account the interests of
people living in poverty or otherwise marginalized
populations,’ and that puts in place comprehensive
measures to ensure gender equality and women's
empowerment.

Is the international community
upholding its commitments?

This Reality of Aid Report questions whether the
international community is truly upholding its
commitmentsto aid and developmenteffectiveness,
as agreed in Busan and in various United Nations
fora. It raises points about the current uses of aid,
ones that have the potential to undermine its very
essence as a concessional resource dedicated to
human rights and the eradication of poverty.

These concerns revolve around an extensive
increase in the use of ODA as an instrument to
advance Northern providers’ economic interests
and foreign policy priorities. The authors document
a major paradigm shift in not only the discourse
about ODA (reflecting the ‘Beyond Aid' paradigm),
but also in its practices. These shifts are being
strongly contested by civil society at both the
country and global levels.

Many questions must be asked and answered. Do
the new modalities for aid delivery meet the needs
of populations living in poverty? How are these
debates manifesting in developing countries? What
do these new trends say about the future of aid?

Chapters in this Report examine these “changing
faces of aid” in five major areas:

1. ODA and private sector resources to achieve the
SDGs

2. ODA, security,
development

3. ODA and responding to the acute challenges of
climate change

4. South-South Cooperation
finance

migration and options for

in development
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5. Safeguarding ODA as a public resource
for reducing poverty and inequalities:
Recommendations for the future deployment
of aid

ODA and private sector resources to
achieve the SDGs

There is a general recognition that considerable
financial resources are required to meet the
financial requirements of the SDGs - although
the best way to source these resources is highly
contested. Many powerful actors have argued
that this objective is best accomplished by
instrumentalizing ODA as a resource to mobilize
private sector finance for development through
various Private Sector Instruments (PSIs), including
those used by specialized Development Finance
Institutions (DFIs).

Chapters from provider countries confirm the
active efforts of all major providers in developing
and implementing strategies to use ODA resources
as a catalyst for private sector financing of
development:

+ According to the Netherlands’ chapter, more
than 10% of Dutch ODA in 2017 was allocated
to the country’s private sector oriented
programming. Thiswas up from 4% in 2010. Half
of these funds were made available to Dutch
businesses to promote Dutch commercial
interests abroad.

+ Canada has just launched its DFl as FinDev
Canada, one of many across the donor world.

+ The United States is expanding the role of the
Overseas Private Investment Corporation in
a range of development finance instruments,
many of which will involve ODA. It is one of few
aid initiatives that has support from the Trump
Administration.

This support for the private sector’s “engagement
in development” includes direct public loans to the
private sector, equity investment, investment and
trade insurance and guarantees, and participation
in mezzanine finance.

Recently the World Bank's Development
Committee adopted a new and aggressive private
sector approach. Titled “Maximizing Finance for
Development,” it directs staff to implement a
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cascade approach, prioritizing “private solutions”
in project finance, with public funding deemed to
be the choice of last resort. According to recent
reports, the UN Secretary General, Antonio
Guterres, is convening a high level UN meeting in
September 2018 to set out a new private investment
strategy to finance the SDGs. This strategy will aim
to mobilize public, private and domestic resources,
but with an emphasis on the private sector.' In the
words of CSOs closely monitoring the UN and the
private sector, “the United Nations is embarking on
a new era of selective multilateralism, shaped by
intergovernmental policy impasses and a growing
reliance on corporate-led solutions to global
problems.”"”

As the United Kingdom contemplates its aid
programs post-Brexit, the Minister for Development
postulates that:

“as we leave the European Union, we will
scope new instruments and institutions to sit
alongside CDC [Commonwealth Development
Corporation], our private sector investment
arm, to provide loans or guarantees to ensure
a better offer to developing countries as they
transition out of extreme poverty but before
they're fully reliant on international capital
markets.”

The not-so-implicit assumption in the Minister's
statement is that most developing countries, once
having “transitioned out of extreme poverty” (based
on national averages), will have no further need for
concessional aid resources, irrespective of often
large and persistent pockets of extreme poverty
and continued inequalities that they may still exist.

The global allocation of ODA reflects these trends.
Using a “private sector proxy,” the aid trends
chapter estimates that 26% of ODA in 2016 was
allocated to sectors oriented to the private sector,
up from 21% in 2010. Some of the largest donors,
for instance Germany (35%), France (35%) and Japan
(55%), show a heavy concentration in these sectors,
alongside major regional development banks such
as the Asian Development Bank.

What do we know about the country level outcomes
and impact of private sector finance through PSIs?
The short answer is “not enough.” A recent report
by the OECD recognises that the evidence base on
the impact of blended finance is not yet persuasive:

“Little reliable evidence has been produced linking
initial blending efforts with proven development
results.”’® This report points to the gap in systematic
evaluations and assessments of this finance in
relation to development.

The Reality of Aid Report highlights several case
studies that point to some clear directions. The
Dibamba Thermal Power Project in Cameroon,
which was partly financed through ODA/blended
finance mechanisms, is one of them. The author
reports limited local development impact on rural
poverty.

In contravention of requirements under Cameroon
law, the project implementers largely ignored the
need to address local community services. At the
broader economic level, the project has heavily
relied on foreign technicians, technology and spare
parts, making it difficult for Cameroon to “own”
and sustain the project. It collaborates concerns
raised elsewhere by civil society, that private sector
instruments and blended finance will be associated
with an increase in informally tied aid.

A second case study examines the role of
Development Finance Institutions (DFls), in
bringing together ODA and private finance in the
health sector. While currently a small segment of
health finance, this approach is expected to grow
substantially in coming years. The study identifies
a number of issues, beginning with the lack of
transparency due to complex corporate structures.
These investment funds have provided few, if any
benefits to poor and marginalized populations. The
combination of user fees and profit motives has
driven such investments towards expensive, high-
end urban hospitals that cater to African countries’
wealthier citizens and expatriates.

In another case study, an author analyzes arange of
blended finance initiatives in the natural resource
and agricultural sectors of North-East India, which
have been financed by DFIs and multilateral banks.
Albeit with much controversy, these initiatives
have played a leadership role in the privatization
of development in the region. Government has
facilitated these investments by modifying policy
to create an enabling environment for the private
sector. The chapter documents the significant
negative impact these projects have had on the
environment. Water resources to support small-
scale agriculture of the rural poor have been

11
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greatly compromised. Project implementers have
also failed to take into account Indigenous Peoples’
patterns of land ownership and have been carried
forward without free, prior and informed consent
from these communities.

The Uganda chapter urges providers to give priority
to micro, small and medium-sized enterprises
(MSME) in their private sector policies rather than
large-scale projects financed through blended
finance mechanisms. According to the author,
MSMEs employ 2.5 million people in Uganda
and contribute 75% of its GNP. There is a strong
female presence in informal sector employment,
set against a backdrop of continued abuse of
women'’s rights in Uganda. The author suggests
that providers'’ private sector support, “be blended
with gender attitude change tools for communities
to appreciate the benefits of women’s economic
power.”

The aid trends chapter points to the growth of
more than 167 provider mechanisms for the
pooling of public finance with private capital. The
OECD estimates that these mechanisms mobilized
$81.1 billion in private finance between 2012 and
2015, but provides no estimate of public resources
invested for this result.

While providers in the DAC have agreed to a set of
principles to guide blended finance, the principles
do not do justice to some of the concerns
associated with the stress on blended finance. A
key risk is that ODA will be diverted from other
modalities and purposes, which could achieve
more for the reduction of poverty and inequalities.
Furthermore, providers in the DAC have failed to
reach a consensus on how to operationalize these
principles or the ground rules for reporting this
finance as ODA.

The aid trends chapter also describes a range of
issues relating to blended finance institutions that
have been raised by both the OECD DAC Secretariat
and CSOs including:

+  Weak transparency and accountability for the
use of aid resources and private finance as a
development resource and its corresponding
impact on poverty, with the added observation
that gender issues were rarely targeted;
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+ Scant evidence on whether private finance is
truly financially additional (i.e. would not have
happened in the absence of public resources
or guarantees). The OECD observed that there
was a tendency for this finance to go towards
sectors where the business case is clear and
commercial gains apparent, which are often
not high-risk poverty-oriented sectors; and,

+ The potential for non-concessional blended
finance to exacerbate growing debt issues for
some poor and middle-income countries, along
with the potential for increasing formal and
informal tied aid through the engagement of
providers' private sector companies.

There is a strong case for increasing the poverty
focus of ODA through engagement with the private
sector in development, but in ways that:

1. Strengthen a wide range of small and medium
-sized enterprises in many poor and middle-

income  countries, including women-led
enterprises;

2. Improve social dialogue, overall labour
standards, working conditions and

environmental standards in different sectors;

3. Create resilience, sustainable practices and
reliable markets for small scale agricultural
producers;

4. Deploy untied aid to increase local developing
country private sector capacities; and

5. Reduce, and above all never exacerbate,
existing inequalities prevalent in the local
context.

Unfortunately, these are rarely priorities for
providers' Private Sector Instruments in their efforts
to mobilize private finance for development. The
likely consequence of further investment by ODA in
these mechanisms will be to move it away from its
core goal of reducing poverty and inequalities.

There are major concerns that PSIs will contribute
to increased economic inequalities and social
marginalization in targeted countries.  Finally,
as the DAC changes its rules relating to PSls, the
opportunities expand for providers to artificially
inflate levels of aid reported to the DAC - for
example, counting investment guarantees as
ODA, even though most guarantees will never be
paid out and these “aid resources” never leave the
provider’s country.
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ODA, security, migration and options
for development

The militarization of ODA

The Reality of Aid Network is increasingly
concerned that current trends in the allocation
of ODA will deepen the “militarization of aid” and
its diversion to countries and purposes linked to
the strategic security interests of major provider
countries. For example, since 2002, a movement
towards security priorities has been apparent in
bilateral aid allocations to Afghanistan, Pakistan
and Iraq, countries of major geo-strategic interest
to northern providers.

At its peak, in 2005, bilateral aid to Afghanistan,
Pakistan and Iraq comprised 23% of total Real
Bilateral Aid. For three providers (the United
States, the United Kingdom and Japan) aid to these
countries represented 35% of their Real Bilateral
Aid. While the overall share has declined in recent
years, as late as 2013 the share of Real Bilateral Aid
to Afghanistan, Pakistan and Iraq stood at 10%. (It
declined to 8% in 2016.)

More recently, wars in the Middle East have
required a high level of humanitarian assistance,
sometimes at the expense of other, long standing
humanitarian crises. The Middle East's share of DAC
provider humanitarian assistance increased from
14% in 2012 to 33% in 2016, driven mainly by the
conflicts in Syria and surrounding countries. These
important humanitarian priorities have affected
not only the aid allocations of traditional, Northern
providers but also South-South Cooperation flows.
The aid trends chapter confirms that almost 75%
of South-South Cooperation flows are from Middle
East providers and that they are primarily directed
to humanitarian crises in the region, including the
war in Yemen. Turkey alone has provided over $6.4
billion in aid to refugees camped along its borders.

Despite long-standing DAC principles that ODA
should not support financing of military equipment
or services, The Reality of Aid authors describe the
diversion of aid to military and security spending.
The Korean chapter documents support to Provincial
Reconstruction Teams in Afghanistan. This assistance
combined aid purposes with military objectives in
the country’'s rural pacification schemes. This chapter
also describes a five-fold increase in the use of Korean

ODA to support police training by the Korean National
Police Agency in several Asian countries. The authors
suggest that “South Korea's protest-management
skills training and Korean-made equipment [may be
used] to quash dissent and quell democratization
rallies, as has been increasingly true in South Korea
itself.” Training police forces with ODA resources
has been a growing area of provider activities in
implementing international security policies.

A chapter by the Asia Pacific Research Network
examines providers' strategies to deploy aid to
shore up their geo-political and security interests,
using several case studies. For example, Japanese
aid has supported coastal patrol vessels and
operations in Vietnam and the Philippines, in the
context of a growing territorial dispute with China
in the South China Sea (see also the Japan chapter).
This chapter also scrutinizes a recent DAC casebook
on ODA eligible activities in conflict, peace and
security. The authors raise concerns about the
vague limitations on the use of ODA in support
of “routine police functions” and the use of “non-
lethal equipment and training.” In another example,
the casebook fails to define key terms such as
“investigatory” and “countering transnational
crimes” in ODA-supported police activities. In their
view, “there is a risk that ODA could be used for
intelligence work that is more aligned to donor
national security priorities than to a development
or poverty-reduction agenda.”

In 2016 the DAC members reached an agreement
to expand the definitions of ODA activities relating
to police and military training, counter-terrorism
and the prevention of extreme violence, as well
as support for military forces in UN mandated
peace operations.’”” To date, however, there is no
clear assessment of the degree to which ODA is
being used for these purposes. According to DAC
data, in 2016 providers spent $2.9 billion in the
conflict, peace and security sector, or about 4% of
sector allocated bilateral ODA. This share is largely
unchanged since 2010. However, coding for this
sector likely only captures a fraction of spending
for these purposes, as it may often be coded to
other development purposes.

ODA, refugees and migration control

All the European provider chapters discuss the
impact that the recent influx of so-called “irregular
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migrants” and refugees to Europe has had on their
country's aid priorities. In the first instance, there
has been an artificial expansion of European aid
as providers can include the first year of refugee
support in the provider country as part of their
ODA, and most do so. In several countries, such
as Denmark, these funds have been taken directly
from their ODA budgets. European providers have
also been looking to ODA for quick fixes to limit the
flow of migrants.

There is a push to enter into “re-admission
agreements” with migrants’ countries of origin. These
agreements include “migration management”
and “migration control” mechanisms in countries
of origin as well as measures to support the
reintegration of returned migrants. The EU
established the Emergency Trust Fund for Africa for
the explicit purpose of managing migration, with
members investing more than €3 billion of ODA
in this Fund (see the EU chapter). CSOs worry that
the restructuring of the EU development budget
framework into one instrument, the Neighborhood,
Development and International Cooperation
Instrument, is in part intended as a way to direct
additional funds to European neighbours to
address “irregular migration.” Expansion of French
aid is also linked to resources to fund border
control management and the return of migrants to
their countries of origin. The election of “populist”
governments in Italy and Hungary, along with
the potential for a changing balance in the EU
parliamentary elections, will accentuate these
trends to use aid to buttress restrictive political
reactions that undermine the rights of migrants
and refugees.

The Reality of Aid Network will be closely monitoring
the increased prioritization of ODA for foreign policy,
security and counter terrorism interests. An essential
question is whose interests are being served in
this use of aid. How do these programs affect the
prospects of marginalized and excluded peoples
and promote human security and the sustainable
development of their communities?

ODA and responding to the acute
challenges of climate change

Against a backdrop of often-fraught climate
diplomacy in on-going negotiations within the
UN Framework Convention for Climate Change
(UNFCCQ), the World Bank estimates that $4 trillion
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in incremental investment across the globe is
required to keep the average temperature increase
below 2°C. Agreements on a concerted response
quickly evaporate when negotiations focus on
who should pay the bills for change in developing
countries (but also in developed countries such as
the United States and Australia). From a developing
country perspective, the answer is clear: the
obligation lies on those who caused the problem
over the past century. This “polluter pays” principle
requires that the North make major contributions
to the solutions.

At the 2009 Conference of the Parties (COP) to the
UNFCCC, developed countries agreed to a target
of $100 billion in annual finance by 2020 for both
climate change adaptation and mitigation directed
to developing countries. Of this target, $37.3 billion
is to be sourced from bilateral developed countries,
with the balance coming from multilateral banks
(from their own resources) and from the private
sector. The explicit commitment (COP 13 [2007] in
Bali and COP 15 [2009] in Copenhagen) was that this
provider finance would be “new and additional” to
what is being provided as ODA.

Under DAC rules for ODA, public concessional
climate finance for developing countries are
eligible aid resource transfers, and can be reported
to the DAC as such by all providers. Using this DAC
data, the aid trends chapter estimates that only
$18.7 billion was allocated by developed countries
in 2016, just half of what is needed to meet their
share of the $100 billion commitment. This amount
has not increased substantially since 2013.2°

Developing countries and CSOs insist that climate
finance should be measured as a distinct and
additional resource flow to ODA, primarily because
of the urgent need to address climate change
impacts on poor and vulnerable people. Existing
ODA levels for purposes beyond climate change
are stagnant and vastly insufficient even for those
purposes.

If bilateral climate finance were recognized as a
distinct flow (i.e. additional to ODA commitments),
provider ODA would have been 14% less in 2016,
going from $132.3 billion to $113.8 billion when
climate finance projects are taken account. When
climate finance commitments are removed from
ODA, Real ODA commitments have actually
declined since 2014.
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These amounts are only for projects totally
dedicated to climate finance. They do not
include projects where adaptation or mitigation
is mainstreamed as one among several project
objectives. The latter goal is not included in the
directive for new and additional finance for climate
change initiatives.

Going forward, the impact of increased climate
finance on ODA is likely to be substantial. Providers
must double their bilateral climate finance
commitments in order to meet the $100 billion
target by 2020. These are likely to take place in the
absence of real and substantial overall growth in
ODA. In this scenario, it is likely that climate finance
will reduce developing countries’ access to ODA for
other purposes, as developing countries and CSOs
fear would happen in Bali and Copenhagen.

These impacts do not take into account the
imperative to scale up climate finance beyond
$100 billion in future climate negotiations where
such finance will be a crucial part of reaching
agreements with developing countries. The Bretton
Woods Project chapter on climate finance notes
that the finance need will be much greater than the
Copenhagen commitment of $100 billion by 2020:

“According to the UN Environment Program
for adaptation alone, “the costs could range
from US$140 billion to US$300 billion by
2030, and between US$280 billion and
US$500 billion by 2050"."

After years of political disagreements, a consensus
on the importance of covering developing country
“Loss and Damage” (L & D) from climate change
was reached, but parties to the UNFCCC are no
closer to agreeing on crucial additional finance
for L & D beyond the $100 billion. L & D requires
approximately $50 billion in annual additional
finance by 2022 (Bretton Woods Project chapter).

Contributions from Bangladesh and Denmark on
the climate finance / ODA nexus identify several
unresolved issues in the unequal balance between
adaptation and mitigation. There is a definite bias
towards the latter, which has had, and will continue
to have, an adverse effect on the lives of millions of
vulnerable people in the South.

These chapters analyze the extreme fragmentation
of funding windows in the existing climate finance

architecture, where most funding windows pay
almost no attention to impacts on women, girls and
gender equality. This gap is particularly evident in
climate mitigation infrastructure sectors such as
energy and transport. The quality of climate finance
is also an issue. Loans form a considerable portion
of current climate finance (particularly for France
and Japan), something that is highly problematic
for developing countries. As noted, in practice loan
mechanisms will mean that developing countries
will be paying themselves for the climate impacts on
their countries.

With the imperative to scale up climate finance after
2020, all countries and stakeholders must make
new and concerted efforts to agree on new targets
beyond the $100 billion and to consider new and
innovative sources for climate finance. Examples
of the latter include carbon pricing for aviation, a
financial transaction tax or an equitable fossil fuel
extraction levy. Developed countries must honour
their previous commitments to new and additional
public resources for international climate finance,
while also increasing their ODA for other purposes.

South-South Development Cooperation
in development finance

In both the United Nations Development
Cooperation Forum (DCF) and the Global
Partnership (GPEDC), South-South Development
Co-operation (SSDC) is promoted as a growing
development resource for Agenda 2030. At its
May 2018 Biennial Forum, the DCF affirmed “the
importanceofSouth-Southcooperationinadapting
the 2030 Agenda and internationally agreed
development goals to local circumstances.”?'

For over four decades emerging developing
countries have been engaging in SSDC, primarily
through technical exchanges and the sharing
of knowledge in addressing development
challenges. But SSDC can also take many other
forms - direct project support, the engagement of
partner countries through UN agencies, technical
cooperation, or contributions to peacekeeping
efforts. As such, it is difficult to be precise on the
full extent of its value as a financial resource for
development.

The global aid trends chapter estimates that in

2015/2016, SSDC contributed $27.6 billion, down
from $32.2 billion in 2014/2015. These numbers
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come with a caveat as current sources may miss
important non-financial contributions. SSDC is
about 40% of DAC providers' combined country
programmable aid and humanitarian assistance
(see global aid trends chapter). It is also important
to note that almost 75% of this SSDC originates
from Middle East providers and is directed to
humanitarian crises in this region.

Brazil has been recognized to be at the forefront
of SSDC. Its involvement in development
cooperation as a provider has been innovative,
as is documented in a chapter by ASUL (South-
South Cooperation Research and Policy Center).
While affirming its importance to Brazil's changing
global roles, another contribution from Brazil
(Ana Cernov) points out that SSDC can have a
fragile economic foundation in several emerging
countries. She suggests that the country’s current
economic and political crisis may have yet to be
determined impacts on SSDC initiatives.

Another contribution from Kenya analyzes China's
SSDC in Kenya and Angola, which responds to
African countries’ need for infrastructure, but
is largely driven by China's economic interests,
companies and technologies. The author observes:

“Issues relating to human rights [such as labour
rights] or people’'s empowerment remain
aspirations that are alluded to, but are not tackled
directly by either side of the cooperation.”

He also maintains that a detailed and accurate
analysis of the impact of SSDC is frequently
hindered by a lack of transparency.

Given the long and varied development experience
of developing countries, SSDC has a major role to
play in supporting national development strategies.
This can occur through equitable partnerships,
knowledge sharing, capacity building, and an
affirmation of respect for the sovereign rights of
developing countries. SSDC often does not require
rigid frameworks, but rather encourages innovative
forms of cooperation.

But to fulfil this promise, CSO activists in the
South emphasize that SSDC must be held to
standards that are embedded in SSDC principles.
It is essential to strengthen capacities to support
inclusive partnerships, greater transparency, and
people’s rights. While recognizing SSDC as an
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invaluable resource, it must also be emphasized
that it is not an alternative to fully transformed and
substantially increased North-South development
cooperation.

Safeguarding ODA as a public resource
for reducing poverty and inequalities

The convergence of different trends in the
deployment of ODA suggests that many Northern
providers have already moved “Beyond Aid.”
Recognizing this, the Report documents ways in
which this move is seriously jeopardizing the integrity
of ODA devoted to the reduction of poverty and
inequalities. As has been stated above, it is a distinct
resource that can focus on “leaving no one behind”
and strengthening the rights of billions of people
who live in poverty or are otherwise marginalized.

Providing $325 billion (0.7% of providers' GNI)
in concessional finance would go a long way in
addressing the SDG financing gap relating to
poverty and inequalities and to catalyzing national
development efforts. But with only $125 billion in
Real ODA in 2017, (and even this amount is not all
available for poverty reduction) this resource is
alarmingly inadequate. Aid is expected to respond
to increasing numbers of acute challenges, such
as the growing humanitarian crises in areas of
endemic conflict and severe climatic impacts, with
fewer resources. In recent years the increase in aid
devoted to long-term development efforts (i.e. Real
Aid less humanitarian assistance) has been growing
at a slower rate than overall Real ODA.

In reading the chapters in this Report, one can be
overwhelmed by the accumulation of trends that
are driving the international community away from
the agreed upon principles of aid and development
effectiveness.

ODA has become a deeply compromised resource.

In providers discourse and policies, in recent years,
there are few initiatives for new aid strategies or
programs that focus on strengthening democratic
national ownership, expanding inclusive enabling
partnerships with civil society, or respecting
developing country policy space to carry out their
own development strategies and plans.

There is little doubt that providers are moving to
tie aid initiatives to their foreign policy priorities as
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well as their commercial and business interests.
Of course, there are positive exceptions to these
developments. The Report highlights some of
these, such as Canada’s feminist international
assistance policy, the US Congress resistance to
Trump's plans to cut US aid, or parliamentary
support in Norway for the integrity of ODA focused
on poverty reduction. But these seem to be ‘the
exceptions that prove the rule'.

In the context of Agenda 2030, aid providers must
live up to their promise that aid is a resource
devoted to reducing poverty and inequalities. They
must transform their allocations and aid practices
in ways that support collaborative initiatives as
well as equal and inclusive partnerships for these
purposes. They must work within the framework
of development effectiveness principles, human
rights and feminist approaches. National
democratic ownership of development strategies,
plans and action in developing countries should
be confirmed in practice as the foundation for
effective development cooperation.

A Reality of Aid Action Agenda: Transforming
Development Cooperation

The Reality of Aid Network is putting forward
an alternative perspective and vision for aid as a
resource that is relevant to global trends in the 215t
Century.

A Ten-Point Action Agenda for retooling ODA for
this transformation of development cooperation
includes the following ten action areas. They are
complemented by more specific recommendations
in the “Trends in the Reality of Aid 2018" chapter
and in the various thematic and country chapters
in the Report.

1. Achieving the 0.7% Target - DAC providers
that have not achieved the 0.7% of GNI UN
target for ODA must set out a plan to do so
without further delay. These are the minimal
resources required for effective efforts to
eradicate extreme poverty and reduce other
forms of poverty and inequalities. This ODA
target should be separate from in-donor support
for refugees and students, debt cancellation
and principal purpose projects for climate
finance. New resources for ODA alone will not
transform development cooperation; they must

be accompanied by actions to “do development
differently” along the lines set out below.

Increased allocations for ODA do not preclude
the necessity for additional development
finance beyond ODA, concessional or otherwise,
whose main purpose lies outside the scope of
directly tackling poverty and inequalities. ODA
is vital and distinctive complement to other
public sources of finance such as domestic
revenue and South-South co-operation.

Inthisregard, the aid trends chapter notes DAC's
work to develop a new metric, Total Official
Support for Sustainable Development
(TOSSD) which aims to capture all relevant
flows for sustainable development. Given the
serious methodological issues in a metric such
as TOSSD and the risks of over-estimating
official support for sustainable development,
the DAC and all providers should continue
to reference ODA as the headline metric to
measure provider support for developing
country SDG priorities.

. Addressing the needs of the least developed,

low income, fragile and conflict-affected
countries - As DAC donors move towards the
0.7% target, they must also meet the long-
standing commitment to allocate up to 0.2%
of their GNI to Least Developed Countries
(LDCs). LDCs, as well as countries experiencing
chronic conflict and fragility in governance,
face acute development challenges. The DAC
estimates that by 2030, 80% of the world's
extreme poor will live in fragile contexts. These
settings demand a higher level of adaptability
in provider initiatives with a diversity of
partnerships that may challenge more rigid
provider policies.

. Establishing a rights -based framework -

The allocation of all forms of development
finance, but particularly ODA and other
concessional sources, must be designed
and measured against four development
effectiveness principles, human rights
standards. The four development effectiveness
principles are 1) Ownership of development
priorities by developing countries and their
people; 2) Afocus on results, aligned measures
to reduce poverty and inequalities, and with
the priorities and policies set out by developing
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countries themselves; 3) Inclusive development
partnerships; and 4) Transparency and
accountability to each other.

Ahuman-rights-based approach to development
cooperation takes into account core human
rights principles and standards. It recognizes
accountability of governments, IFIs/DFls, and
private sector and other actors as duty-bearers
to people as rights-holders. It acknowledges
peoples’ rights as development actors, not as
“affected populations” or beneficiaries of charity.
Central to this approach is an understanding
of the unique human rights challenges of poor
and vulnerable populations in each country.
Programming approaches work with local
partners to assess the changing power dynamics
faced by these marginalized population.
Women's / girl's empowerment and gender
equality as well as the means for achieving
these goals through support to women'’s rights
activists, organizations and movements is central
to a human rights based approach.??

Mainstreaming gender equality and
women’'s empowerment - Providers of
ODA and other forms of concessional
development finance (e.g. SSDC) must
demonstrably mainstream gender equality
andwomen’sempowermentinalldimensions
of development cooperation projects,
programs and policies. Mainstreaming
entails explicit objectives designed to analyze
and address gender-related inequalities in
all development initiatives; decision-making
based on consultation with affected people
and on gender disaggregated data; and
explicit terms of reference to monitor impacts
on gender-related issues in all development
cooperation projects, programs and policies.
Massive increases in support for developing
country women’s rights organizations and
women's human rights defenders as agents of
change is the critical sine qua non for achieving
real mainstreaming of gender equality in
development cooperation.  Transformative
gender relations requires attention to the
structural barriers to gender equality, multiple
forms of identity, and the myriad of ways in
which different women are marginalized and
discriminated against based on these identities.

5. Addressingotheridentity-based inequalities

- Providers of ODA must develop strategies
to guide increased efforts to tackle all
forms of inequalities, such as those based
on economic marginalization, disabilities,
sexual orientation, race, ethnicity or age.
Such strategies are consistent with the Agenda
2030’s promise “to leave no one behind” and
its goals for social and economic inclusion.
They must respond to irrefutable evidence of
the “vicious circle” that perpetuates growing
disparities in wealth and marginalization in
almost all countries. Providers should make
every effort to ensure that development
cooperation never  exacerbates  such
inequalities.

. Reversing the shrinking and closing space

for CSOs as development actors - All actors
for development - governments, provider
agencies, parliamentarians, INGOs - must
proactively challenge the increasing
regulatory, policy and physical attacks
on civil society organizations, human
rights defenders, indigenous groups and
environmental activists. The transformation
of development cooperation will be highly
contested. Civil society can directly engage
people living in poverty or otherwise
marginalized. In their work (international,
national and local) CSOs can help strengthen
accountability at all levels of society. As such
they are critical allies for those seeking the
transformation of aid practices consistent with
democratic ownership, inclusive partnerships,
and human rights standards.?®

. Implementing clear policies for ODA to

improve its quality as a development
resource - Development and aid
effectiveness principles require practical
reforms to strengthen partner ownership to
achieve the priorities of ODA.2* These areas
include:
+ Reversing the declining levels of country
programmable aid that is directly accessible
to developing country partners;

« Strengthening mechanisms for inclusive
dialogue and accountability relating to
development cooperation in developing
countries;
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+ Reversing the trend of the increased use of
loans as an aid modality, with grants as the
default option;

+ Reforming technical cooperation practices
to respect the principle of demand-led
technical cooperation (see Reality of Aid
2016 Global Report);

+ Reversing the trend towards increasing
informal and formal tied aid by eliminating
formal tied aid for all countries and sectors,
while reducing the major barriers facing
developing country partners in receiving
contracts to implement aid programs and
technical assistance;

* Increasing support for domestic resource
mobilization efforts by developing country
governments through the promotion of
progressive taxation and the reduction of
illicit flows and transnational modalities for
externalizing profits; and

+ Strengthening the responsiveness of the
multilateral system through reducing
donor-led special funds and increasing core
resources for key UN development agencies
such as UNDP, UNICEF, UN Women and the
UN Human Rights Council.

. Deploying ODA to support private sector
initiatives and catalyze private sector funding
-ODA should only be deployed for provider
Private Sector Instruments (PSIs) in projects/
activities that can be directly related to
building capacities of developing country
private sector actors to demonstrably
improve the situations of people living in
poverty.? In developing countries, the majority
of people that make up the working poor
are employed in micro, small and medium
enterprises. According to World Bank statistics
on income-poverty levels, close to half the
population of both Least Developed (LDCs), Low-
Income and Lower Middle-Income Countries
(LMICs) live in conditions of poverty. ILO statistics
document that close to 70% of working people
in developing countries live precarious lives on
daily incomes of less than $3.10 (World Bank
poverty level for LMICs). Given this context, ODA
should be deployed to country private sector
initiatives that support the livelihoods of people
who are working in small-scale enterprises in
both rural and urban settings, the majority of
which are likely to be women.

. Rejecting the

Non-concessional ~ PSI  operations  and
investments should complement ODA, but
should avoid using ODA resources to capitalize
their Development Finance Institutions
(DFI). The private sector can make important
contributions to poverty reduction and
sustainable development. As a growing source
of finance for development, the efforts of DFIs
to engage private finance for the SDGs should:

* Be guided by development effectiveness
principles;

+ Target appropriate initiatives in LDCs and
LMICs;

* Produce evidence on the financial and
development additionality of private sector
resources in blended mechanisms;

+ Have clear environmental, social,
governance, regulatory and transparency
policies, which affirm the human rights
principle of "free, prior and informed
consent” for private sector projects financed
with  public resources through these
Instruments;

* Boost the human rights obligations of
government to ensure key social services
such as health care, water or education,
which should remain a central responsibility
of government; and

+ Be informed by systematic evaluations and
assessments of private sector instruments,
including DFls, in relation to development
purposes and development effectiveness

militarization and
securitization of aid - In responding
to humanitarian situations and the
development needs of countries with high
levels of poverty, conflict and fragility,
providers should avoid shaping their
strategies and aid initiatives according to
their own foreign policy, geo-political and
security (migration and counter-terrorism)
interests.?® Trust and local ownership, which is
essential to development initiatives, are often
undermined in fragile situations by approaches
thatcombine aid with military objectivesinzones
of conflict. Aid should not be an instrument for
responding to geo-political threats perceived
by the provider country. Other foreign policy
and defense resources are available for these
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purposes. While often challenging to do, peace-
building processes should be informed by
democratic participation, with the involvement
of local communities affected by conflict
as well as civil society actors, and aimed at
addressing the root causes of poverty, conflict,
and fragility. The DAC should set clear guidance
for any use of ODA in programs to counter
extremism, military and police training or
intelligence gathering. Appropriate monitoring
and safeguards are essential, to ensure that the
rules are not being stretched and that effective
development co-operation and human rights
principles are paramount. Providers should not
use the promise of aid to create conditionalities
for migration control and resettlement in
countries of origin of migrants.

Responding to the acute and growing
challenges from climate change - All
Parties should reach agreement on a

post-2020 climate-financing framework
for developing countries that meets the
growing challenges they face in adaptation,
mitigation as well as Loss and Damage.
While concessional climate finance meets
the criteria for ODA, the DAC should
account for principal purpose climate
finance separate from its reporting of ODA,
acknowledging the UNFCCC principle of
“new and additional.” The UNFCCC should
develop clear guidance for all Parties on
defining finance for adaptation, mitigation
and Loss and Damage. Authors of this
Report have documented the scale of finance
needed beyond the current commitment of
$100 billion annually, post-2020. Developing
countries, particularly the LDCs and LMICs,
should not be forced to pay themselves for
adapting or mitigating climate change impacts
through diminished ODA and/or the provision
of loans for these purposes.
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of ODA and a diminished resource for the SDGs

A. An Introductory Summary

In 2015, the international community adopted
Agenda 2030, accompanied by an ambitious set of
seventeen Sustainable Development Goals (SDGs).
Together they point the way towards a better
future for all. The promise was to “leave no one
behind.” The challenges are substantial, not leastin
maximizing development resources towards these
ends.

Yet, some three years later, the trends elaborated
in this chapter suggest that a positive momentum,
particularly for the poorest and most vulnerable,
is diminishing. The development landscape is
rapidly shifting. These trends are undermining
development efforts that give priority to reducing
poverty and inequalities, addressing conflict
and increasing displacement, and supporting
democratic space for people to secure their rights.

Aid as a unique resource

Official Development Assistance (ODA) is a unique
and crucial public resource for the SDGs. In
comparison with other types of financial flows
for developing countries, these resources can be
deliberately programmed for purposes that reduce
poverty and inequalities. Where appropriate, they
can be combined with government and other
resources for these purposes. What are some of
the unique qualities that give meaning to ODA for
the SDGs?"

* ODA is a core resource for catalyzing
sustainable development. The central
purpose of ODA is to achieve sustainable
development goals. Other resource flows may
be important for achieving the SDGs, but they
are often linked to other purposes. Addressing
the SDGs may be one of them, but would rarely
be the primary driver that sustains and directs
this resource flow.

* ODA's purposes and activities are set by
public policy. ODA’s priorities and modalities
are exclusively a public policy choice.

Brian Tomlinson, AidWatch Canada

Governments can choose to fully devote ODA
to activities related to the reduction of poverty
and inequalities, reaching marginalized
communities, focusing on gender equality and
women’s empowerment, and leaving no one
behind.

Resource flows are concessional by
definition. ODA, as either a grant or
concessional loan, can be intentionally
directed to specific countries or marginalized
communities within countries. Many of the
poorest countries are not able to raise other
resources to finance their development
(whether public or private, international or
domestic). It is an essential support for non-
profit oriented sectors such as health and
education.

ODA is a flexible resource. ODA can be fully
applied, with strong predictability, to support
developing country-level national SDGs
strategies. Consistent with the Busan principles
of development effectiveness,? it can act as
a catalyst to country-led and country owned
development initiatives. Where relevant, it can
also be devoted to global public goods, such as
the coordination of humanitarian responses
or monitoring global health trends, which are
directly related to human rights and poverty
reduction.

ODA is a key resource for sustaining
multilateral institutions and partnering
with CSOs. ODA is a primary resource for
financing multilateral institutions, particularly
core contributions to UN organizations,
which play leading roles in promoting and
implementing Agenda 2030. Similarly, ODA
is a crucial contributor to CSOs, matching
substantial private efforts, which are fully
devoted to achieving the SDGs.

ODAis an accountable resource. As a public
resource, with robust levels of transparency,
ODA is currently the only development flow
whose impact may be traceable. Citizens
and parliaments can hold governments to
account for their policies, practices and
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allocations choices, based on agreed upon
principles for development effectiveness and
human rights norms.

The importance of ODA is not determined by
its ability to combine with other resources for
development, however important they may
be. Rather, its legitimacy is derived from its
maximum coherence with efforts to transform the
living conditions and enhance opportunities for
people affected by poverty, marginalization and
discrimination.

An unfavourable geo-political environment for
poverty-focused aid

Unfortunately, the trends documented in this chapter
suggest that ODA is becoming a diminished resource
for poverty eradication. Instead, it is increasingly
instrumentalized for donors’ narrow economic and
political purposes. In the short term, the political
landscape in several major donor countries, is not
propitious for reversing these trends.

What are some of the conditions that are
determining aid decisions?

a) Neo-liberal policies within donor countries
calling for significant reductions in public
sector expenditures areinresurgence, either
through governments or major oppositional
pressures on these governments. Reducing
taxes and public sector programs, sometimes
linked to a growing distrust of government
among vocal citizens groups, is a common
refrain from the United States, France, the
Netherlands and Australia.

The impact of these policies on ODA
levels differs, depending on the political
circumstances of individual donor countries.
By and large, however, the result has been an
overall stagnation in the growth of ODA as
a development resource (See sections 1 and
3). Real ODA (discounting in-donor costs for
refugee support and students) has grown by
only 2% annually since 2010, from $109 billion
to $126 billion in 20172 With an overall ODA/
GNI performance of 0.27% for Real ODAin 2017,
the international community is a long way from
honouring the UN target of 0.7%, which should
have amounted to $325 billion in aid in 2017.
ODA at $325 billion could have driven a rigorous
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b)

effort to eradicate extreme forms of poverty
and reduce inequalities in developing countries.

ODA is concentrated and influenced by
five donors. The United States, the United
Kingdom, Japan, Germany and France together
accounted for 70% of ODA in 2017, slightly up
from 68% in 2010. (See section 2) Germany,
France and Japan have been responsible for a
significant part of the increasesin Real ODA since
2014, but with much worse quality issues (see
below). The future for ODA in US foreign policy
and a post-Brexit UK creates deep uncertainty
for future directions for global aid.

There is some evidence that increased aid
on the part of several large donors have
been the result of the inclusion of climate
finance within ODA reported to the DAC. It
is estimated that climate finance has accounted
for between $15 billion and $20 billion in
reported ODA disbursements for all DAC
donors each year since 2012. (See section 7)

Stagnation in the growth of ODA as a
development resource is accompanied
by an all-pervasive donor discourse that
relies on the market as the main driver
of development and poverty reduction.
In this narrative, the mobilization of trillions
of dollars from investments by the private
corporate sector has been identified as the
solution for financing the SDGs. ODA is no
longer a development resource in its own right,
as donors and multilateral organizations seek
to use ODA as a means for attracting many
billions of dollars from the corporate sector.
A counter-narrative, one that significantly
increases ODA achieving the UN 0.7% target,
might be more effective and crucial to realizing
the SDGs in ways that “leave no one behind"”.
But this is not even a consideration.

Atthe United Nations, the emphasis is on “multi-
stakeholder partnerships”involving large global
corporations in all fields of development.* The
World Bank's recent policy, ‘Maximizing Finance
for Development, prioritizes private finance
as the default modality in project finance.
According to this view, the Bank should only
promote a public sector solution after all other
possibilities are exhausted. Similarly, DAC
donors are ramping up and diverting ODA
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towards Development Finance Institutions
(DFIs) for “Blended Finance” initiatives that
combine ODAwith various means of supporting
(subsidizing) private sector investments. (See
section 16).

All of this focus on engaging the corporate
private sector is taking place in the absence
of meaningful safeguards that establish clear
alignmentto specific SDGs, human rights norms
and development effectiveness principles
(country ownership, inclusive partnerships,
a focus on results for eradicating poverty,
transparency and accountability). Progress
on ODA transparency and accountability is
experiencing a setback as many financial
intermediaries make it difficult to trace DFI
projects. The rights of affected communities
are ofteninvisible with little recourse to respond
to negative impacts. Donor engagement
with domestic corporations through blended
finance is likely to further expand formal and
informal levels of tied aid. (See section 18)

After considerable debate, rules at the DAC for
expanding the reporting of such finance have
not yet been finalized. Nevertheless, the DAC
agreed to give donors wider discretionary
scope for reporting ODA as blended finance.
This will affect the quality of aid reporting
starting in 2018. (See section 16)

ODA priorities for poverty reduction are
being eroded by increased allocations to
the short-term security and foreign policy
preoccupations of major donor countries.
Several European donors, including the EU,
are considering aid conditionality with African
countries that is linked to migration control.
The EU-Ethiopian Partnership, for example,
is conditional on making progress in the area
of migrant returns and re-admission. Given
domestic policy pressures, these initiatives,
supported by billions of euros, may devolve
into “quick-fix projects with the aim to stem
migratory flows to Europe.”™ (See section 5)

The most recent US National Security Strategy
(2017) suggests that“US development assistance
must support America’s national interests,”
which very much include security interests. The
strategy is quite explicit: “We will give priority to

strengthening states where state weaknesses or
failure would magnify threats to the American
homeland.” Along similar lines, a UK Conflict,
Stability and Security Fund (CSSF), created in
2015, was recently criticized for using aid money
to fund military and counter-terrorism projects
as well as security forces in several countries
involved in human rights abuses.’

Focusing ODA on reducing poverty

Diversions of aid resources to donor economic,
security and foreign policy concerns are happening
at the same time as levels of poverty in developing
countriesis becomingincreasingly invisible in donor
discourse. The fact that approximately 800 million
people continue to live in extreme destitution in
developing countries is a moral outrage that must
be addressed. The commitment to end extreme
poverty by 2030 is the acid test for the SDGs.
Meeting donor commitments to Least Developed
Countries (LDCs) is essential for this goal.

Rationalizing the very limited ODA growth since
2015, recent donor policies on poverty and aid
propose that ODA should be concentrated on
countries and sectors affected by extreme poverty.
Inside this recommendation is the implication,
whether explicit or not, that using ODA to mobilize
private sector growth and investments will address
broad issues of poverty.

The eradication of extreme poverty alone will not
be sufficient to achieve the SDGs. SDG1 on poverty
reduction acknowledges this reality with calls not
only to eliminate extreme poverty, but also to half the
number of people living below national poverty lines.

Corporate private sector initiatives are usually not
designed to directly affect conditions for the millions
of people living in poverty. (See section 16) Serious
conditions of poverty are highly dynamic, affecting
the life opportunity of billions of people in many ways.
Generally they are outside the formal economy. The
impact of large corporate investments are often
at best benign, but increasingly have had serious
environmental or socio-economic impacts. Vulnerable
and poor people are the ones most in need of targeted
and expanded public interventions from governments
and donors, not corporate private sector investments.
(See section 8)
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Using the World Bank’s poverty lines, which
are differentiated by country income groups,
an estimated 2.5 billion people, or 40% of the
population of developing countries, are living
in poverty. In Low Income Countries, 46% of the
population (300 million people) live in extreme
poverty. But people living in poverty also include
nearly half of the population (47% or 1.4 billion
people) of Lower Middle Income Countries (LMICs),
of which 16% live in extreme poverty ($1.90 a day).
As well, more than 30% of the population (800
million people) of Upper Middle Income Countries
(UMICs) are considered very poor. While progress
has been made over the past several decades
with respect to extreme poverty, particularly in
China, complex poverty continues to be endemic to
developing countries. (See section 8)

Almost all LDCs and most LMICs have less than
$3,000 in annual per capita revenue available to
the government for all government expenditures,
including dealing with the consequences of poverty.
Many UMICs have per capita revenue of less than
$6,000. The comparable figure for DAC countries
is more than $15,000, and these countries are
still challenged by significant poverty and social
inequalities. While attention to domestic resource
mobilization is growing and important, most
of these efforts have been with Middle-Income
Countries. (See section 23)

Clearly, aid is vitally important for Low Income
Countries, especially given that they have
structurally lower tax bases and very low levels of
public resources. But aid as a focused resource for
catalyzing action for poverty reduction must not
ignore very high levels of poverty in Middle-Income
Countries, also with limited domestic resources.
Maximizing aid for this purpose in these countries
may take different forms, but will be required for
many years to come.

The focus and quality of aid as a resource for
poverty reduction is deteriorating

In 2017, the level of Real ODA was $126 billion, which
was reported ODA less in-donor refugee and student
costs, debt cancellation and interest on ODA loans.
At $126 billion, Real ODA was 13% less than reported
ODA of $144 billion for that year. How effectively
has this $126 billion been allocated towards poverty-
oriented goals? This chapter reviews some indicators
that convey worrying trends.
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Just over a third (36%) of Real ODA is directed
to 12 sectors that serve as a proxy for donor
attention to conditions affecting poverty.
This level has remained largely unchanged
since 2010. (See section 12)

As an unprecedented number of people are
affected by conflict or extreme climate events,
humanitarian assistance is increasing as a
share of Real ODA, but at a rate far below
what is required. Real ODA growth has been
very modest. As a consequence, aid resources
available for long-term development initiatives
have beendeclining as a share of total Real ODA.
Even the share of humanitarian investment
in reconstruction and disaster preparedness
has been declining from 18% of humanitarian
assistance in 2010 to 15% in 2016.

Aid directed to gender equality and women's
empowerment, central to making progress on
all SDGs, shows only modest improvement since
2010. In 2015 (the last year for data), a shocking
65% of Real ODA had no objectives relating to
these crucial purposes. (See section 11) Other
identity-based inequalities are currently invisible
in aid reported to the DAC, which suggests that
donors are likely to be giving them little attention.
There is a proposal to introduce a marker on
disability from 2019 onwards, but its adoption will
be voluntary, making it hard to get a full picture
for this crucial issue.

The value of aid directed to Sub-Saharan
Africa for long-term development (excluding
humanitarian assistance) has increased by only
6% since 2010. In 2016, Sub-Saharan Africa
received 33% of total Real ODA, a share that
has not changed since 2010. This continent
has the highest proportion of population (42%)
living in extreme poverty. (See section 10)

ODA (net of debt cancellation) for Least
Developed Countries and Low-Income
Countries was 44% of total ODA in 2016, down
from 46% in 2010. Excluding humanitarian
assistance, aid to LDCs for long-term
development programming was 30% of total
ODA in 2016, down from 34% in 2010. On the
other hand, regional programming (excluding
humanitarian assistance) increased from 31%to
39% in these seven years. Aid to Upper Middle
Income Countries for long-term development
was constant at 11%. Humanitarian assistance
for Syria, Lebanon, Iraq and Turkey accounted
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for most of the overall increase in aid (from 14%
to 17%) to this income group. (See section 9)

On the quality of aid, the following indications point
to an overall deterioration since 2010:

A proliferation of donor-directed special
funds within the UN seriously affects the
capacities of UN organizations to mount
coherent and sustained programs to support
the SDGs. In 2016, donor support for core
budgets remained constant, at about 33%
of Real ODA. But including special funds, the
multilateral system administered more than
50% of Real ODA, up from 44% in 2010 and 36%
in 2005. (See section 13)

The commitment to country ownership is
declining. Country Programmable Aid (CPA),
which is the DAC's measure of aid that can

be programmed by partner countries, has
declined from 47% of Gross Bilateral ODA in
2010 to 36% in 2016. Aid delivered as budget
support and sector-wide programming has
declined from $5.2 billion in 2010 to $4.1 billion
in 2016, almost all of which was sector-wide
programming in 2016 (support for particular
ministries). (See section 14)

The use of concessional loans has been
increasing since 2010. The increased use
of loans has been almost 45% in dollar value
between 2010 and 2016. As a share of Real
ODA, loans increased from 26% in 2010 to 29%
in 2016, down from 31% in 2015. (See section
15)

Increasing numbers of donors have
concentrated their ODA in mobilizing the
private sector. A proxy selection of DAC
sectors indicates a strong focus on the private

AID QUALITY INDICATORS FRANCE ~ GERMANY JAPAN ALL DONORS
Climate Finance as % age of Gross Real ODA (7-year 42% 24% 30% 9%
average between 2010 to 2016) (section 7)
2. Disbursements to proxy poverty-focused sectors, %age 15% 21% 13% 36%
of Sector Allocated ODA (2016) (section 12)
3. Disbursements to LDCs/LICs, %age of Gross ODA 19% 18% 25% 36%
allocated by income group (2016) (section 9) (DAC Donors only)
4. Disbursements to UMICs, %age of Gross ODA allocated 36% 35% 17% 23%
by income group (2016) (section 9) (DAC Donors only)
5. Principal purpose gender equality marker, %age of Real 0.3% 1.5% 2.2% 5.9%
Bilateral ODA (2015) (section 11)
6. Bilateral ODA channelled through special multilateral 2% 17% 15% 26%
funds, %age of Real Bilateral ODA (2016) (section 13)
7. Loans as a Percentage of Gross Bilateral ODA (2016) 54% 35% 59% 18%
(section 15)
8. Private sector proxy indicator, %age of Sector Allocated 35% 35% 55% 22%
ODA (2016) (section 16)
9. Technical Cooperation as %age of Real Bilateral ODA 42% 38% 37% 20%
(2016) (section 17)
10. Percentage of Bilateral Aid that is Tied (2016) (section 18) 4% 14% 23% 20%

Source: Author’s calculations based on statistics from OECD DAC Stats.

sector, with an increase from 21% in 2010 to
26% in 2016. This trend is likely to heighten
with concerted donor attention to financing
development through blended finance (noted
above). (See section 16)

Tied aid has fluctuated in recent years,
from 21% of bilateral ODA in 2013, to 24%

in 2015, and back to 20% in 2016. For LDCs,
a pronounced increase from 11% in 2013 to
17% in 2015 was reversed in 2016 back to
12%. Informal tied aid is much higher. In
2015 (the last year for data) more than 60%
of the value of aid contracts was awarded in
OECD countries. (See section 18)
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While all donors share many of these trends,
the chapter points to the particularly poor
performance by three of the largest donors -
Germany, France and Japan - which together
made up more than 30% of Real ODA in 2017.
Trends in these donors need to be taken into
account when reviewing the projection of average
trends for DAC donors as a whole.

The purpose of this chapter is to explore the
performance of ODAin-depth asastrategicresource
for Agenda 2030, with a detailed examination of
seven areas:

1. Determining ODA as a resource for achieving the
SDGs

Distorting the levels of ODA

The purpose of ODA and poverty reduction

Is aid being allocated for poverty reduction?
Undermining the quality of ODA

Measuring official resource flows for the SDGs
Other sources of development cooperation
finance

NouhkwnN

A number of conclusions are drawn for policy directions
that are key if ODA is to be an effective and dedicated
development resource for poverty eradication.

B. Determining ODA as a Resource for
Achieving the SDGs

1. DAC aid disbursements are increasing, but
at a slow-moving pace

The value of Real Official Development Assistance,
i.e. aid that is broadly available for initiatives in
poverty reduction, was $125.5 billion in 2017. It
has increased modestly since 2010, growing by
3% between 2016 and 2017. This modest growth
is far from what is required if ODA is to make an
effective contribution to the ambitions of Agenda
2030. If the UN target of 0.7% of GNI for ODA had
been achieved in 2017, $325 billion would have
been available for development assistance in
concessional finance. It will be apparent in the
analysis that follows that not even this modest
$125.5 billion is truly available as an effective
development resource for eradicating poverty
and reducing inequality.

At $146.6 billion in net disbursements in 2017 in
current dollars, growth in Official Development
Assistance (ODA), as reported by the DAC, has
effectively stagnated since 2016 ($145.0 billion).

Chart 1.1
Trends in the Value of Real ODA, 2016 dollars, 2005 to 2017
Real ODA is Total ODA less in-donor refugee and student costs, debt cancellation & loan interest payments
Billions of Constant 2016 US Dollars; OECD DAC1 and DAC2a; © AidWatch Canada April
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ODA in current dollars represents the actual dollar
value of donors’ ODA, ignoring the effects of dollar
inflation and changes in donor exchange rates with
the US dollar.

Reported aid disbursements are affected by rules
agreed upon by donors atthe DAC. These rules allow
for the inclusion in ODA of in-donor costs of settling
refugees for their first year in donor countries, in-
donor imputed costs for students from developing
countries studying in the donor country, and the
charging of the full value of cancelled debt in the
year that it is cancelled.

While these measures are legitimate in their own
right, most CSOs have long advocated that they
should not be included in the measurement of
ODA, which is a resource intended to materially
benefit developing countries.

+ Support for refugees in donor countries is
a human right obligation, but it does not fit
the definition of ODA, as its purpose is not to
support developing countries.

* Imputed student costs involve no real cash
contribution as they represent a share of
existing expenditures in donor country
education institutions.

+ Debt cancellation is charged to ODA in its full
value in the year that it is cancelled. But the
actual benefit to the finances of developing
countries, which are important, are in fact
spread over several decades (and for heavily
indebted countries may never have been repaid).
A considerable amount of debt relief actually
relates to export credits, so the debt did not have
a purely development purpose in the first place.®

Together, these additions significantly distort the
annual value of ODA to developing countries.
Furthermore, under current DAC rules, donors that
provide loans must deduct the annual principal
repayments on these loans, but not interest
payments, which can also be substantial.

The analysis of ODA in this chapter, except when
indicated, removes these charges to ODA, in order
to calculate Real ODA. The annual level of Real
ODA provides a basis for understanding actual
trends directly being experienced by developing
countries and ODA recipients.

The value of ODA for developing countries is also
affected by changes in annual price inflations (the
changing price of a basket of goods that US dollars
can buy each year) as well as by adjustments in

Chart 1.2
Trends in the Value of Real ODA, 2016 dollars, 2005 to 2017
Real ODA is Total ODA less in-donor refugee and student costs, debt cancellation & loan interest payments
Billions of Constant 2016 US Dollars; OECD DAC1 and DAC2a; © AidWatch Canada April
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donor exchange rates for the US dollar. The OECD
DAC provides a conversion that takes account these
impacts - ODA in constant 2016 US dollars - that
is the value of ODA in a given year converted into
2016 dollars. Because of price inflation, the value
of ODA in 2016 dollars for earlier years tends to be
higher than its nominal value in current dollars.

The value of Real ODA in 2017 was $125.5 billion
(in 2016 dollars). Since 2013, when the level was
$102.7 billion, it has been increasing steadily,
but it grew by only 3% between 2016 and 2017.
Importantly, the value of Real ODA in 2016 dollars
has increased modestly by about 2% annually over
the seven years between 2010 ($109.2 billion) to
2017 ($125.5 billion). (Chart 1.1) Nevertheless total
aid disbursements are far removed from what is
required and what has been repeated committed
over the past decade (the UN target of 0.7% of
Gross National Income).

If all donors had met the UN ODA target of
0.7% of GNI in 2017, ODA would have been $325
billion, compared to $125.5 billion. Such a level
would have made a substantial contribution to
long-term investment in achieving the SDGs.

Humanitarian assistance, an essential component
of development cooperation, has been increasing
in recent years (see Section 3 below). Of course,
ODA dedicated to humanitarian emergencies will
escalate in active conflicts, natural disasters or
dramatic climate events. However, future progress
in sustainable development requires an increase
in long-term ODA commitments, ones that will
contribute to social and economic programming to
transform the structural underpinnings of poverty
and inequality. The balance between these two
imperatives is becoming increasingly complex and
challenging.

What has been the trend in ODA available for
long-term development initiatives, excluding
humanitarian assistance? Up until 2013, such
assistance closely followed the trend line for
Real ODA. In 2013, these trend lines began
to diverge. Real ODA increased by 19%
from 2013 to 2016, but Real ODA for long-
term development only increased by 14%.
ODA available for long-term development
programming is declining as a share of total
ODA. Despite DAC-reported ODA at $145 billion
in 2016, developing countries have received only
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slightly more than $100 billion for long-term
development efforts. (Chart 1.2)

2. ODA levels highly dependent on politics in
the largest donor countries

Much of the growth in Real ODA since 2014 comes
from the five largest donors - France, Germany,
Japan, the United Kingdom and the United
States. Together they provided 70% of ODA in
2017. With proposals for deep cuts by the US
Administration, possible cuts in Germany, and
the potential impacts of Brexit on UK aid levels,
there is considerable uncertainty whether even
these modest levels of aid will be sustained.

How do donors compare in their performance,
between 2014, the year prior to the adoption of
Agenda 2030, and 2017, the most recent year in
which preliminary figures are available?

The five top donors (United States, the United
Kingdom, Germany, Japan and France) provided
70% of Real ODA in 2017, up slightly from 68% in
2014. (Table 2.1)

Among the 10 donors that provided more than $3
billion in aid in 2014, 9 increased their Real ODA
between 2014 and 2017, and 8 of these donors
increased Real ODA between 2016 and 2017. The
five largest donors all increased their Real ODA by
a cumulative $4.4 billion between 2016 and 2017.
Real ODA increased by $3.7 billion between these
years. (Table 2.1)

Of the 23 donors reviewed, it is somewhat
encouraging that more than half, i.e. sixteen,
increased their Real ODA between 2014 and 2017,
with 15 increasing ODA between 2016 and 2017,
even though some of these increases were very
modest. (Table 2.1)

The fragility of these increases is apparent in the
disappointing changes in individual donor ODA/GNI
performanceratios(seealso Section3below), signalling
an abandonment of ambitious commitments to aid
targets by several of these donors.

The continued engagement and contributions
of large donors are essential. Given this, political
developments in the United States are worrying,
with the US President proposing 33% cuts to US
assistance. As well, developments in the United
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Kingdom, with potential reductions due to the
impact of Brexit, are also of concern.

In the United States, counter-measures by
Congress have sustained US budgeted aid levels
for 2018/19, but USAID and other Departments
have been required to plan expenditures based
on lower budgets proposed by the Administration.
Some commentators speculate that approved aid
allocations may be deliberately under-spent by
the Trump Administration.® A 30% cut to US aid
would reduce global ODA by more than $10 billion.
Germany has also been sending mixed messages
in terms of its future commitments.

Table 2.1 Donor Real ODA and ODA/GNI Performance

Red indicates a decline in Real 0DA (2016 dollars) from 2016 to 2017
Green indicates the achievement of 0.7% target in Real ODA in 2017

3. Donors’ ODA/GNI measure of generosity
flat since 2010

A strong rhetorical commitment to Agenda 2030
has not been accompanied by an affirmation
of ambitious aid targets towards 0.7% of donor
Gross National Income (GNI). The ODA/GNI ratio,
the measure of a donors’ aid generosity, relative
to the size of their economy, indicates that most
donor levels have been declining or exceptionally
weak since 2015. Five donors achieved the UN
0.7% target. However, in the UK's case, its Real
ODA measures only 0.68% of its GNI.

REAL ODA* 2014 ODA/GNI 2016 ODA/GNI 2017 ODA/GNI
(BILLIONS 2016 US DOLLARS) PERFORMANGE PERFORMANCE  (oecuine rom 20169  PERFORMANCE
Australia $3.6 0.31% $3.3 0.27% $2.8 0.23%
Austria $0.79 0.21% $0.92 0.24% $0.91 0.23%
Belgium $1.9 0.36% $1.9 0.41% $1.8 0.38%
Canada $3.2 0.22% $3.4 0.23% $3.6 0.23%
Denmark $2.3 0.78% $2.0 .62 $2.2 0.7%
Finland $1.4 0.59% $0.93 0.39% $0.95 0.38%
France $7.4 0.30% $7.9 0.31% $9.3 0.36%
Germany $12.2 0.36% $16.6 0.47% $17.5 0.48%
Greece $0.18 0.09% $0.22 0.11% $0.24 0.12%
Ireland $0.73 0.37% $0.80 0.32% $0.77 0.29%
Italy $2.7 0.15% $3.2 0.18% $3.6 0.19%
Japan $7.8 0.16% $9.0 0.18% $10.4 0.20%
Korea $1.7 0.13% $2.2 0.16% $2.1 0.14%
Luxembourg $0.35 1.10% $0.39 1.00% $0.41 1.00%
New Zealand $0.42 0.26% $0.43 0.24% $0.40 0.22%
Netherlands $3.7 0.52% $4.5 0.58% $3.9 0.49%
Norway $3.5 0.94% $3.5 0.95% $3.8 0.95%
Portugal $0.33 0.17% $0.30 0.15% $0.32 0.16%
Spain $1.6 0.13% $1.8 0.15% $1.9 0.15%
Sweden $4.3 0.90% $4.1 0.78% $4.6 0.86%
Switzerland $2.8 0.44% $2.9 0.43% $2.8 0.41%
United Kingdom $16.0 0.69% $17.5 0.68% $17.9 0.68%
United States $32.4 0.18% $32.7 0.18% $33.0 0.17%
All Donors $112.1 0.26% $121.8 0.27% $125.5 0.27%

* Real ODA is ODA less in-donor refugee and student costs, debt cancellation and payment of interest on outstanding ODA loans. For 2017
in-donor student costs and interest payments on loans are estimates based on amounts recorded for 2016.
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Chart 3.1
DAC Donors' ODA Performance (UN Target of 0.7%):
ODA and Real ODA as a share of Gross National Income
Real ODA is ODA less in-dornor refugee and student costs, debt cancellation & loan interest repayments
OECD DAC1 © AidWatch Canada April 2018
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The ODA/GNI performance measure for made the grade, with the United Kingdom at

nominal ODA was 0.31% in 2017. This represents
less than half of the long-standing UN target of
0.7%, and is unchanged from 2010. The measure
of performance for Real ODA has declined from
0.28% in 2010 and has hovered around 0.27% in
recent years. (Chart 3.1)

In relation to Real ODA, almost half of the 23 donors
(i.e. 11) registered their performance at 0.23% of GNI
or less in 2017, an increase from 9 donors in 2014.
(Table 2.1)

While many donors increased their ODA, these
increases were not nearly sufficient to sustain higher
performance ratios. Of 23 donors, 11 had reduced
ODA/GNI ratios compared to their performance in
2014 and 2017. Ten (10) had reduced ratios between
2016 and 2017, with another 5 remaining unchanged.
(Table 2.1)

Even among high performing donors, weakened
commitments are evident. Accordingto the DAC, five
donors achieved the UN target ODA performance
of 0.7% of GNI - Denmark, Luxembourg, Norway,
Sweden, and the United Kingdom. However, when
Real ODA is the measure, only 4 of these donors
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0.68% of its GNI. The Netherlands, which was
a 0.7% donor for many years, has diminished its
ODA as a share of GNI from 0.71% in 2010 to a
low of 0.39% in 2017. The new government in
the Netherlands may reverse this trend with a
recent coalition agreement promising annual aid
increases and tying its ODA to annual growth in
GNI to achieve 0.7% during its four-year mandate.

4. Increasing humanitarian assistance for
enduring conflicts and extreme climate events

Humanitarian crises are affecting
unprecedented numbers of people
worldwide as aresult of armed conflicts and
extreme climate events. Approximately
87% of people living in extreme poverty
are found in countries that are highly
vulnerable. As a share of Real ODA,
humanitarian assistance has increased
from 9% in 2012 to 14% in 2016. In constant
2016, dollars humanitarian assistance
increased from $10.3 billion to $18.3 billion
in 2017 (of an increase 80%). It remains far
below what is required, with the overall
shortfall for 2016 UN appeals estimated
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at 40%, and much of the shortfall located
in the poorest countries. The political will
to implement commitments made at the
World Humanitarian Summit (2016) to
reform humanitarian assistance is losing
momentum. For example, there is still very
little humanitarian aid channelled through
local CSOs, despite recommendations to
do so at the summit.

Humanitarian crises in Yemen, Iraqg, Syria and
the DRC continue to escalate with no resolution
in sight. In 2017, the number of people newly
displaced exceeded 30 million, with natural
events affecting 18.8 million people in 135
countries. Armed conflicts displaced another
11.8 million, nearly doubling the 2016 number.™
The impact of climate change is increasingly a driver
of humanitarian crises and displacement.

In the lead-up to the 2016 World Humanitarian
Summit, UN Secretary General, Ban Ki-Moon,
was very clear. His report, One Humanity: Shared
Responsibility, notes,

“More countries are slipping into fragility,
marked by extreme poverty and weak
institutions and compounded by natural
hazards and climate-induced disasters,”

which are becoming “more frequent and
intense,” and that “[c]limate change continues
to cause increased humanitarian stress as it
exacerbates food insecurity, water scarcity,
conflict, migration and other trends.” "

In its 2018 Global Humanitarian Assistance Report,
Development Initiatives (DI) offers a summary of
the humanitarian context in 2017, which has only
intensified:

“In 2017, humanitarian need was driven by
continued, large-scale conflict, with crises
persisting in Yemen, Syria and South Sudan.
2017 also witnessed violence and persecution
forcing the mass displacement of the
Rohingya population from Myanmar, while
hurricanes across the Caribbean caused
large-scale destruction. An estimated
201.5 million people living in 134 countries
were assessed to be in need of international
humanitarian assistance. ... In 2017, complex
crises (involving at least two of conflict,
disasters associated with natural hazards and
refugee situations) occurred in 29 of the 36
countries with the highest numbers of people
in need. Meanwhile six of these 36 countries
experienced all three crises types."'?

Chart 4.1
Total DAC Humanitarian Assistance as a Share of Real ODA
Real ODA is Total ODA less In-Donor Refugee and Student Costs, Debt Cancellation
and Loan Interest Payments
OECD DAC1 © AidWatch Canada 2018
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Chart 4.2
Trend in Total Offical Humanitarian Assistance
Billions of Constant 2016 US Dollars; OECD DAC2a © AidWatch Canada April 2016
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Geographic Distribution of Humanitarian ODA
Regional Share of Total Humanitarian Assistance
OECD DAC2a; © AidWatch Canada April 2018
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DI estimates that 59% of people currently living in
extreme poverty are found in countries affected
by armed conflict, fragility or environmental
vulnerability.” How is the global aid system
responding to these persistent and growing
humanitarian crises?

Total Humanitarian Assistance

Since 2012, humanitarian assistance has been
increasing appreciably in both its share of Real
ODA and its dollar value (2016 dollars). As a
share of Real ODA it has increased from 9% of Real
ODA to 14% in 2016, and by close to 80% in 2016
dollar value, from $10.3 billion to $18.3 billion in
2018. However, growth between 2015 and 2016
was only 3.6%, much less than previous increases
in this decade. (Chart 4.1 and Chart 4.2)

The geography of humanitarian assistance has also
shifted in recent years. In 2016, the Middle East
received 33% of total humanitarian assistance,
compared to 7% in 2010. By contrast, Sub-
Saharan Africa’'s share of humanitarian
assistance declined from a high 0f 49% in 2012 to
33% in 2016 (Chart 4.3). Since 2014, humanitarian
assistance to Sub-Saharan Africa has remained
level, at approximately $6 billion.

Even though humanitarian assistance has been
increasing, it lags far behind what is required in

response to UN Coordinated Appeals. While the
volume of resources for appeals increased by $2.4
billion over 2016, the estimated shortfall in 2017
remained at 40% of the total Appeals, or $10.3
billion, the largest volume ever recorded.’ These
shortfalls urgently need to be addressed if human
suffering and vulnerability is to be minimized.

Delivering Humanitarian Assistance

The channel through which humanitarian
assistanceisdelivered hasalsoshifted since 2010
(Chart 4.4). Multilateral channels have increased
their share of total humanitarian assistance from
52% to 62%, and bilateral channels have been
correspondingly reduced from 18% to only 8%.
This reduction in bilateral delivery of humanitarian
aid has not affected CSOs. CSOs maintained their
share of delivery of official humanitarian assistance
at 31% in 2016 (not including additional private
humanitarian aid to these CSOs).

DAC official channels are not the exclusive modality
for humanitarian responses.”™ In 2016, the DAC
recorded humanitarian contributions from non-
DAC members amounting to $6.4 billion (up from
$3.2 billion in 2015), including $6.0 billion from
Turkey alone. In addition, the United Arab Emirates
contributed $717 million and Saudi Arabia $395
million. Almost all of this humanitarian assistance
was devoted to crises in the Middle East.

Chart 4.4
Trends in Delivery Channels for Humanitarian ODA
Channel Humanitarian Assistance as a Share of Total Humanitarian Assistance
Gross Disbursements OECD DAC CRS+ © AidWatch Canada April 2018
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Development Initiative’s 2018 Report also shows
a steady growth of humanitarian assistance
from private sources - individuals through CSOs,

foundations and the private sector. They estimate NGO campaigns.'®

Chart 4.5
Investment in Reconstruction and Disaster Preparedness
as a Share of Total Humanitarian Assistance
Billions of Constant 2016 US$S OECD DAC5 © AidWatch Canada April 2018
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Chart 4.6
Recent Trends in Real ODA for Long-Term Development Purposes
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a total of $6.5 billion in 2017, up from $6.0 billion
in 2016, which is approximately a quarter of all
humanitarian resources. About 68% of these private
resources came from individual contributions to
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Investing in Reconstruction and Disaster
Preparedness

Investment in reconstruction and rehabilitation
as well as disaster preparedness is an essential
component of humanitarian assistance in making
the transition to longer-term development
sustainability in countries affected by human and
natural emergencies. However, this component of
humanitarian assistance has taken a back seat to
more immediate responses to humanitarian need.
With the exception of a bump up in 2015, these
ODA investments have not increased in dollar
value, and have declined significantly as a share
of total humanitarian assistance (from 18% to
15% between 2010 and 2016). (Chart 4.5)

The international community has a moral and
human rights obligation to maximize its response
to humanitarian crises and emergencies. But
without substantial increases in Real ODA and
increased investments in the long-term foundations
for sustainable development, in more peaceful
societies and good governance, and in resilience to
natural and climatic events, development progress
and Agenda 2030 will be severely undermined.

Because increases in Real ODA have not kept
pace with the heightened need for humanitarian
assistance, less ODA has been available for
long-term development efforts (i.e. Real ODA
less humanitarian assistance). Between 2012 and
2016, Real ODA increased by 21%, but Real ODA
for long-term development increased by only 15%.
(Chart 4.6) Moreover humanitarian ‘emergencies’
are increasingly long term crises. Seventeen (17) of
the 20 largest recipients of humanitarian assistance
in 2017 had received assistance over the long or
medium term."’

Meeting the Commitments of the 2016
Humanitarian Summit

The quality of humanitarian assistance has
not improved despite promises in the ‘Grand
Bargain’ at the 2016 World Humanitarian
Summit.  Government and non-governmental
humanitarian actors reached an agreement at
the Summit, which included 51 commitments
in 10 key areas to improve the efficiency and
effectiveness of the humanitarian system.®

A report prepared one year following the Grand
Bargain concluded that:

“on average, [there has been] action on 40
per cent of the commitments that apply
to them - an important feat considering
the breadth of the initiative. But progress
is uneven, and the initially high political
momentum is fading."*

Commitment areas with very little action included
reduced overhead and ear-marking of donor
contributions, increased engagement of affected
communities and the humanitarian-development
nexus.

Equally contentious has been the commitment to
channel 20% of humanitarian resources directly
to local and national responders, including
NGOs and CSOs. This included greater flexibility
in funding in-country partners directly, more
equitable partnerships with INGOs, and greater
attention to strengthening local capacities.
Little progress has been made since 2016 on
this commitment. According to Development
Initiatives, local and national NGOs received
just 0.4% directly of all humanitarian assistance
reported to the UN in 2017, a rise of just 0.1%
from 2016.% Indeed, a coalition of southern
CSOs is challenging the actual will of CSO and
government donors to address this issue with
a real commitment to change current practices.
Donors maintain that these changes are very
difficult to implement in the current donor
political climate, with existing donor management
and accountability regulations.?’

5. The European Union ODA, setting worrying
donor trends for Europe

At 12% of total Real ODA in 2017, the European
Union is a unique multilateral donor, one that is
setting trends with its member states that will
affect 53% of Real ODA in 2017.

Various indicators point to declining attention
to important sectors of poverty reduction.
Allocations to private sector-oriented DAC
sectors have been increasing, much more so
than to other donors. The EU's disbursements
to Least Developed and Low-Income Countries
have sharply deteriorated since 2010, reflecting
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the domination of EU foreign policy and the
priority of concentrating on countries in its
immediate periphery. Aid to African countries
may also increase, conditioned on acceptance
of European interest in migration control. More
aid is being directed to preventing extremism or
terrorism and in controlling insurgency.

The European Union (EU) is the third largest donor
(after the United States and the United Kingdom). In
2017, the EU provided $15.6 billion in Real ODA, up
from $12.7 billion in 2010 (2016 dollars). The EU's
share of total Real ODA has remained relatively
constant at 11% in 2010 and 12% in 2017. As a
European multilateral donor, it both reflects and
influences donor policies in its 28 member states.
The EU and its member states represented 53%
of total Real ODA in 2017.

Trends in aid provided by the European Union's
mechanisms, therefore, will have a major impact
on emerging trends in ODA as a resource for
development and the SDGs. Since 2010, these
trends as well as recent policy changes affecting EU
aid, raise significant worries about future directions.

Chart 5.1

Trends in an Orientation towards Poverty
Reduction

Section 12 below sets out a proxy indicator to assess
the degree to which donors are orienting their ODA
to poverty reduction, based on selected DAC sectors.
Since 2010 the EU poverty sector indicator has
declined from 28% in 2010 to 24% in 2016 of
sector allocated aid. Throughout this period, its
performance has been appreciably less than for
all donors (including multilateral donors), which
allocated 36% of their sector-allocated aid to these
proxy sectors in 2016. (Chart 5.1)

Trends towards private sector-oriented
ODA

On the other hand, allocations to private sector-
oriented DAC sectors (see Section 16 below)
have been increasing, much more so than for
other donors. These sectors are those that either
strengthen the formal private sector (formal
production and finance) or engage the formal
private sector in implementing ODA programs
(infrastructure). As such they may have only an
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indirect and very mixed impact on poverty and  donors (including multilateral donors). The EU
inequality. In 2016, 47% of EU ODA was disbursed  disbursements to these sectors have increased
to these sectors, in contrast to 28% for all from 30% in 2010. (Chart 5.2)

Chart 5.2
Trends in EU ODA Poverty Sector Proxy
Poverty-oriented sectorsinclde Basic Education, Basic Health, Population & Reproductive Health, Basic Sanitation,
Democratic Participation, Women's Organizations, Human Rights, Ending Violence Against Women, Civilian
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Chart 5.3
EU Share of Gross ODA Disbursements to Least Developed
and Low Income Countries
ODA s net of debt cancellation and unallocated by income, but includes regional allocations
OECD CRS+ © AidWatch Canada May 2018
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The EU's Multiannual Financial Framework for 2021-
2027 places a strong emphasis on private sector
instruments in the EU's future development
cooperation plans. Using various investment
mechanisms there is an expectation that 60 billion
euros from the EU could mobilize up to half a
trillion euros from the private sector in this period.??
European CSOs have raised a number of concerns
relating to the sectoral focus of these investments
in the context of the SDG priority to “leave no one
behind”, as well as the growing phenomena of
increased aid tied to European companies, and
weakened human rights safeguards, transparency
and accountability.?

Other indicators of ODA priorities and
quality

+  With respect to gender equality and women'’s
empowerment (see Section 11 below), as a share
of Real Bilateral ODA, a mere 1.7% of EU ODA
was screened for the gender equality principal
objective marker in 2015, compared to 5.9%
of Real Bilateral ODA for all donors. Eighteen
percent (17.5%) has been screened as having a
gender equality significant objective (i.e. gender
equality is one of several objectives), compared
to 34.5% for all donors.

+ With respect to the balance between
humanitarian assistance and long-term
development (see Section 4 above), the EU level
of humanitarian assistance is on a par with the
experience of DAC donors as a whole. It ranges
between 11% (2010) and 14% (2016).

+  With respect to climate finance (see Section
7 below), in 2016 the EU allocated 12% of its
ODA to climate finance (compared to 14% for
all DAC donors). More than 50% was allocated
to adaptation (56%), compared to 38% for all
DAC donors.

*  With respect to EU aid to Least Developed
and Low-Income countries (see Section 9
below), the EU's performance has sharply
deteriorated since 2010 from 43% of ODA
allocated by income group to 28% in 2016
(compared to 44% for all donors). (Chart 5.3)

* The EU’s poor performance in relation to
LDCs is a reflection of the changing balance
in regional allocations of disbursements,
consistent with EU foreign policy concerns.
Allocations to ODA-eligible countries in Europe
increased from 18% to 29% between 2010 and
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2016, while disbursements for Sub-Saharan
Africa shrank from 42% to 27%. Disbursements
to the Middle East increased from 7% to 10%
and for North Africa, from 6% to 9%. These
shifts clearly represent an assertion of the
EU’s foreign policy interests in their border
regions in Europe, the Middle East and North
Africa. Together these regions accounted
for 45% of EU aid in 2016.

A Focus on EU Migration and Security

In 2015, the EU created the EU Emergency Trust
Fund for Africa, with the purpose of encouraging
African countries to cooperate with the EU on
improving migration controls, migrant returns and
readmissions. This Fund was allocated 3.1 billion
euros ($3.6 billion), of which 90% is ODA financed
through the European Development Fund.

European and African CSOs are deeply concerned
about conditionalities for aid to African countries
that are linked to European interests in migration
control. They fear the Fund will focus on quick-
fix border measures rather than longer-term
development efforts that might address the drivers
of migration, respecting basic human rights and
principles for effective aid. Many of the projects
supported are, in fact, designed in member state
countries, reflecting their national interests, with
local partners consulted only after project decisions
have been made.*

Beyond efforts to limit the movement of migrants
to Europe, the EU has also been directing
aid resources for the purposes of preventing
extremism and terrorism, or controlling
insurgency. In December 2017, member states
committed $117 million until 2020 towards
capacity building for security and development of
military actors in partner countries. 2°

This funding will augment the EU Instrument
contributing to Peace and Security. While the new
funds will not be allocated from the Development
Cooperation Instrument, as first promoted by
Germany and resisted by Sweden, it is a worrying
trend. It is a sign that the EU and some of its
members may be taking advantage of recent
changes to the DAC rules governing the use of ODA
to support military actors. These revised DAC rules,
agreed to at its High Level Meeting in December
2016, will allow such activities to be counted as ODA
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in “exceptional circumstances” when non-military
actors may not be sufficient.?® The definition of
“exceptional circumstances” is unclear.

The use of aid by military and security forces for
reconstruction of infrastructure, mine clearing, or
water infrastructure may align European aid actors
with problematic developing country institutions.
Many have records of deeply embedded impunity
for serious human rights violations, and such
aid is deemed to have little impact on conditions
for peoples’ security. A report by Concord, the
European CSO platform, stated that:

“improvements in the peace and security
sector activities often lie less in funding
top-down security sector capacity building,
and rather more in fostering CSOs,
local reconciliation or political and legal
environments in which active citizens can
promote access to security and justice."?’

The latter is not the main orientation of this EU ‘aid
for security’ funds.

C. Distorting the Levels of ODA

6. ODA has been dramatically inflated
through in-donor refugee costs

Chart 6.1

Since 2010, donors have used various
methods to inflate ODA through DAC-
allowable budgetary additions to ODA,
beyond aid transfers for the benefit of
developing countries. These charges have
increased from 9.5% of ODAin 2010 to 13%iin
2017, representing $18.7 billion in that year,
with higher in-donor country expenditures
for refugees responsible for most of this
increase.

The inflation and distortion of the actual amount of
ODA provided for poverty reduction and supporting
development has been a persistent issue for the
past two decades.

In the early 2000s, the inclusion of the full value of
debt cancellation in ODA was the issue. In 2005,
$24.8 billion in debt cancellation (2016 dollars) was
a fifth of all ODA reported in that year. In 2016 and
2017, the use of the DAC rule permitting the
inclusion in ODA of expenditures for refugees
for their first year in a donor country resulted
in almost $14 billion (2016 dollars) in ODA,
representing 10% of ODA in 2017. (Chart 6.1)

There is no longer a refugee “crisis” in Europe, yet
its politics and public reaction are likely to affect
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European ODA for years to come. Globally, the
number of people displaced from their home has
reached 65.6 million of which 22.5 million are
refugees. More than half are under the age of
18.22 Those arriving in Europe have fallen from 1.2
million in 2016 to 650,000 in 2017, comparable to
the level in 2014.%°

With the number of asylum seekers in Europe
falling by half between 2016 and 2017, there should
be a corresponding decrease in in-donor refugee
expenditures in future ODA reports. Yet, as noted
in Section 5, several European countries, as well as
the European Union, have entered into agreements
with countries such as Ethiopia, Senegal, Mali and
Nigeria to condition future ODA on the reduction of
the flow of migrants from these countries.

1. The inclusion of climate finance
as ODA, breaking the promise that
climate finance is additional

Despite the 2007 promise to provide “new
and additional resources, including official
and concessional funding for developing
country Parties,” climate finance is buried
within reported ODA. In the absence of an
explicit target for non-climate finance ODA
or separate donor funding mechanisms
for climate finance, the degree to which
climate finance is “new and additional” to
existing ODA cannot be determined. The
promised balance between adaptation
and mitigation is far from being realized,
as little over a third (36%) was devoted to
adaptation in 2016.

Total ODA-reported climate finance
commitments averaged $17.6 billion per year
from 2012 to 2016. It has largely been flat-
lined at $18.7 billion in 2016 (based on the
author’s assumptions for counting different
forms of finance). DAC members have
estimated that bilateral contributions to the
2020 target of $100 in total climate finance
should be $37.3 billion. While not inclusive
of donors’ non-concessional DFl finance,
$18.7 billion is just half of the required $37.3
billion that the DAC Roadmap requires from
such sources to achieve the $100 billion
target by 2020. Climate finance comprises
a significant part of Real ODA for Germany
(20%), France (9%) and Japan (18%), the
donors that have exhibited large increases
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in their ODA since 2014. As a result climate
finance has included a large proportion of
loans versus grants in its delivery.

An analysis of international, public-sourced
climate finance is very complex and fraught with
uncertainties and confusion. There are a wide
range and a growing number of channels for this
finance, including specialized multilateral funds
such as the Global Climate Fund with the United
Nations Framework Convention for Climate Change
(UNFCCQ), International Financial Institutions,
bilateral development finance institutions and
bilateral aid finance.

Compounding this fractured institutional reality
is the fact that there is no agreed definition of
climate finance within the UNFCCC or otherwise,
and donors and institutions currently use
different accounting rules in determining the
value of their contributions to climate finance.*
There is also no overarching commitment to
transparency nor rules on concessionality in the
reporting of loans as climate finance.

The UNFCCC's Standing Committee on Finance, the
International Finance Institutions, and the DAC's
Climate Change Experts Group have been working,
both separately and together, to resolve these
outstanding issues and to come to an agreement
on standards for reporting climate finance.?' But
almost nine years after the 2009 Copenhagen
Climate Summit, no agreement is yet in sight.

Climate finance as “new and additional”

More than a decade ago, at the 2007 UNFCCC
Conference of the Parties (COP13) in Bali, parties
agreed to the principle of new and additional
resources for climate finance. Developed countries
agreed to work towards “improved access to
adequate, predictable and sustainable financial
resources and financial and technical support, and
the provision of new and additional resources,
including official and concessional funding for
developing country Parties” [Bali Action Plan, 1(e)
(i)]. Butsince the Balicommitment, almost all donor
international public finance for climate change has
been included in ODA if these resources have been
concessional and targeting developing countries.

Several years later, at the 2009 COP15, the
Copenhagen Accord was agreed whereby
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developed countries agreed to urgently ramp up
climate finance, promising “scaled up, new and
additional, predictable and adequate funding as
well as improved access ... to developing countries.”
Developed countries committed to a Fast Track
Initiative for climate finance totalling $30 billion,
which was to be disbursed between 2010 and 2012,
and the achievement of $100 billion goal in annual
climate finance (all sources, public and private) by
2020. At COP21 in Paris, 2016, this commitment of
$100 billion was extended to 2025.

Have concessional climate fundsfromdonor countries
lived up to the “new and additional” commitment?
This issue has been obfuscated by the lack of a
definition of “new and additional.” The question was
further obscured at the Paris COP21 in 2016, where
the language of “new and additional resources” was
removed and the commitment weakened. The Paris
Agreement vaguely calls on developed countries
to maximize the mobilization of resources from all
sources, “noting the significant role of public funds,”
whereby “such mobilization of climate finance should
represent a progression beyond previous efforts.
[emphasis added]” [Annex, Article 9]

Under DAC rules for ODA, public concessional
climate finance for developing countries is an
eligible aid resource transfer. All donors count
it as such. But without an explicit target for non-
climate finance ODA, or separate donor funding
mechanisms for climate finance, the degree to
which climate finance is “new and additional” to
existing ODA is virtually impossible to determine.

The analysis that follows focuses on climate
finance that has been reported as ODA. It does not
include analysis of investments from multilateral
institutions that are non-concessional or from
their internally generated resources.* It also does
not examine public investments from bilateral
Development Finance Institutions or national
investments, where these public resources do not
qualify as ODA.23 There is insufficient information
to analyze private sector funds dedicated to climate
mitigation or adaptation.

Given its importance for future climate finance, thereis a
short summary of the current state of the Green Climate
Fund, established under the UNFCCC, and financed
mainly with ODA resources (see Box One below).

A donor roadmap for meeting the $100
billion target

In 2016, DAC donors realized their commitment in
the UNFCCC process by developing a Roadmap for
achieving $100 billion in annual climate finance,
including both private sector and official public
sources. The Roadmap to US$100 billion estimates
that by 2020 approximately $37.3 billion will
come from bilateral donor sources, $29.5 billion
will come from internal resources of the Multilateral
Development Banks, and at least $33.2 billion will
come from private sector investments.?*

In practice, most donors use the DAC data as the
foundation for their biannual report to the UNFCCC
on their climate finance (albeit with differing
methodologies for projects that are said to be
“main-streamed climate finance”).

Donors report to the DAC using the following DAC
climate finance policy marker:

1. Projects that have a sole focus on climate
change are marked ‘principal objective’;

2. Projects with an identifiable objective for climate
adaptation or mitigation are marked ‘significant
objective’ where this is only one of the project’s
objectives (mainstreamed climate finance);

3. Projects that are screened but with no climate
change objective are marked zero.

Both principal objective and significant objective
projects are counted in the DAC database at their
full value.*> As noted above, donors have different
policies in reporting significant objective projects
to the UNFCCC - some report their full value, while
others report only a percentage.

This chapter focuses on climate finance that has
been reported to the DAC as concessional ODA in
its Creditor Reporting System (CRS) database. The
analysis uses the ‘provider perspective’ for annual
aid commitments (the full budget in the year that
the commitment is made) to climate adaptation
and mitigation, for the years 2012 to 2016.%¢

The ‘provider perspective’ includes all donor
bilateral commitments for climate finance, plus pro-
rated donor non-earmarked (core) contributions to
international financial institutions, which can be
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related to climate finance. The latter is calculated
by the DAC based on the share of disbursements
by these institutions for climate finance. These
imputed multilateral allocations are attributed to
each donor, but are not assigned to adaptation or
mitigation through the Rio Marker.

Given the absence of officially-agreed upon
accounting rules for climate finance, this analysis
adapts the DAC database by removing double
counting for both adaptation and mitigation. It
does this by discounting to 30% for projects with
inflated finance attributed to climate purposes
in significant purpose projects, where only one
objective of an activity budget relates to climate
mitigation or adaptation. It also only includes
the grant equivalency of concessional loans.*”

Climate finance and ODA: Should it be
considered a development resource?

There has been debate among CSOs about the
relevance of climate finance to ODA and its purpose
to support transformative development, with a
general agreement that priority should be given
to the rights of vulnerable populations and those
living in poverty (which continues to be deep and
widespread across developing countries - see
Section 8). This issue, particularly as it relates to
adaptation, has shaped earlier debates within the
UNFCCC Green Climate Fund.

In 2017, developed country Board members of the
Fund pushed to reject submitted projects from
LDCs (from Bangladesh and Ethiopia) claiming that
they addressed wider development objectives and
were insufficiently focused on climate change.

In aletter to the Green Climate Fund Board, 83 NGOs
from both the North and the South protested this
narrow interpretation of its mandate. The letter
states that the distinction between development
and adaptation is “largely artificial” and suggests
“vulnerability to climate change impacts is highly
correlated with development deficits and capacity
of people to build resilience.” It goes on to argue
that “adaptation funding at its best should be
transformative, in line with the GCF mandate, and
as such must go well beyond addressing the most
immediate climate-related impacts.”*® Relations
with CSOs have subsequently improved.

While recognizing the importance of climate finance
as new and additional resources beyond existing
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ODA targets, this chapter maintains that effective
concessional climate finance should be eligible to
be considered ODA, and like other forms of aid it
must also respond to the real localized, context-
specific development needs of vulnerable people.

The value of ODA-reported climate finance

Total adjusted climate finance commitments
averaged $17.6 billion per year from 2012
to 2016, and was largely flat-lined at $18.7
billion in 2016%*°(Chart 7.1). While not inclusive
of donors’ non-concessional DFI finance, $18.7
billion is just half of the required $37.3 billion that
the DAC Roadmap expects from such sources
to achieve the $100 billion target by 2020.%

Global international finance institutions (IFls) have
been assuming a larger role in climate finance.
Accordingtothe latestjointreportbythe multilateral
development banks, in 2017, these institutions
put $33 billion towards climate finance
projects from their own account (resources
raised by the banks themselves). This represented
25% of all resources from their own account*
and already exceeds the $29.5 billion predicted
in the donor Roadmap noted above. However,
more than 80% of these IFI climate resources were
provided on a loan basis, compounding developing
country debt for purposes largely driven by the
high carbon practices of the developed world over
the past century.

At its spring 2018 meetings, the World Bank
announced that climate finance, as a share
of its portfolio, would rise to 30% (and for the
International Finance Corporation to 35%). This is
a significant increase compared to the 2017 level of
22%. All projects will be screened for climate risk.*
Given the Bank’s drive to promote private sector
solutions to development issues, it is likely there
will be a high reliance on the private sector in its
climate finance. Meanwhile, replenishments for
the Global Environment Fund, also a major actor in
climate finance, were less than expected at US$4.1
billion. This pledged amount was less than the
previous GEF-6 ($4.4 billion and GEF-5 ($4.3 billion).*

What has been the impact on ODA with
the inclusion of climate finance?

Chart 7.2 suggests that climate finance has been
slowly increasing as a share of total Real ODA
commitments, from 11% in 2012 to 14% in 2016.
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Chart 7.1
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Climate finance has accounted for between
$15 billion and $20 billion in reported ODA
disbursements for all DAC donors each year
since 2012. On the assumption that climate finance

should be additional to ODA (Bali and Copenhagen
commitments), total ODA commitments available
for other purposes were $111 billion in 2015 and
$114 billion in 2016.
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Three donors - Germany, France, and Japan -
contributed more than 50% of all climate finance
between 2012 and 2016. These donors were
also among the largest donors to have significant
increases in their ODA during this period (See Table
2.1), with climate finance likely representing a large
partof thisincrease. In 2016, climate finance made
up 9% of French Real ODA commitments, 20% of
Germany's Real ODA commitments and 18% of
Japanese Real ODA commitments. (Chart 7.3)

The influence of these three donors has also affected
the quality of the modalities for ODA climate finance,
resulting in a very high level of ODA loans relating
to climate finance from 2012 to 2016. Fifty-seven
percent (57%) of all climate finance is delivered
through loans, including 33% for adaptation
finance intended for low income and vulnerable
countries. France uses loans for 97% of its climate
finance, Japan 93%, and Germany 64%.

Balancing adaptation and mitigation
The Paris Agreement draws attention to significant
imbalances in donor priorities between finance

for mitigation (most of the finance to date) and
adaptation (a much smaller proportion, but of

Chart 7.3

significant value to vulnerable people living in
poverty). The Agreement supports:

“the provision of scaled-up financial resources,
[which] should aim to achieve a balance
between adaptation and mitigation, taking into
account ... the priorities and needs of ... the
least developed countries and small island
developing States, considering the need
for public and grant-based resources for
adaptation [emphasis added].” [Article 9, 4]

However, the Agreement gives no definition of a
“balanced"” allocation.

Since 2012, the balance between adaptation
and mitigation for DAC countries as a whole has
improved slightly, from 30% in 2012 for adaptation
to 36% in 2016 Chart 7.4). The allocation of climate
finance to Sub-Saharan Africa and Least Developed and
Small Island States has been significant (see Chart 7.5
and Chart 7.6 below), though greater effort is needed
to realize a more equal allocation between mitigation
and adaptation. The United Nations Environment
Program estimates that adaptation costs for Africa
alone will be close to $50 billion a year by 2025/2030.4
Sub-Saharan Africa received a mere $1.6 billion per year
in adaptation ODA finance between 2012 and 2016.
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The Green Climate Fund'

In 2010 parties to the United Nations Framework Convention on Climate Change (UNFCCCQ)
established the Green Climate Fund as its core funding mechanism. It has been designated
to implement the Paris Agreement.

As of May 2018, the Fund has raised $10.3 billion from 43 governments, including 9 developing
countries. These pledges include $3 billion from the United States, of which only $1 billion
is likely to be delivered, given the impending withdrawal of the United States from the Paris
Climate Agreement. But at its meeting in early 2018, the Board was deadlocked on a new call
for replenishment of resources.

By February 2018, the Fund had committed approximately half of its $8.3 billion budget.
But projects under implementation (May 2018) totalled only $651 million, with $158 million
disbursed to date. While CSOs have praised the management of the Fund for its openness
to CSO comments on projects and policies prior to their approval, they have been critical
of the very slow implementation and dispersal of funds. Part of the delay is due to the fact
that it took the World Bank more than a year to sign a master agreement to administer the
finances for the Fund.

Of the project approved,

+ 57% focus on mitigation and 43% on adaptation (dividing 28% cross cutting between these
two purposes);

+ 60% are directed to the public sector and 40% to the private sector, with no funding of
public/private projects;

+ 43% are disbursed through loans and 43% grants;
« 17% were allocated to national projects; and

«  75% were allocated to international projects.

The Fund has been operating for about three years and is still establishing its major guidance
policies. It recently adopted an Indigenous Peoples Policy, recognizing that a significant
number of projects will be implemented in indigenous peoples’ territories, as well as an
Environment and Social Policy. The latter was adopted from the World Bank’s International
Finance Corporation. The Fund has also adopted a Gender Mainstreaming Policy.

1 See Arkin, F., “The Green Climate Fund commits billions, but falls short on disbursements,” DevEx, May 9,
2018, accessed May 2018 at https://www.devex.com/news/the-green-climate-fund-commits-billions-but-falls-
short-on-disbursements-92648. See the Green Climate Fund at https://www.greenclimate.fund/home. See
the Indigenous Peoples Policy at https://www.greenclimate.fund/safeguards/indigenous-peoples. See the
Environment and Social Policy at https://www.greenclimate.fund/safeguards/environment-social. See the
Gender Mainstreaming Policy at https://www.greenclimate.fund/how-we-work/mainstreaming-gender.

What has been the geographic focus for
ODA climate finance?

Between 2012 and 2016 bilateral ODA climate
finance commitments have been heavily
concentrated in Asia. This region received 47% of
mitigation finance and 30% of adaptation finance.
(Chart 7.5 and Chart 7.6)

The 2016 Paris Agreement gave special attention to
Sub-Saharan Africa, Least Developed Countries
and Small Island States for climate finance,
recognizing that these countries are highly vulnerable
to the impact of climate change. The quality of climate
finance in relation to these country priorities steadily
improved between 2012 and 2016. Over the five
years, Sub-Saharan Africa received only 16% of
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Chart 7.4
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Chart 7.6
Geographic Distribution of Bilateral Adaptation Climate Finance,
2012 to 2016, Share of Total Adaptation Climate Finance
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bilateral mitigation finance, but it received 37%
of adaptation finance. LDCs and Small Island
States had a similar experience, with 15% and 34%
respectively. (Chart 7.5 and Chart 7.6)

In terms of country income groups, the share of
Least Developed and Low Income Countries in
Bilateral ODA Adaptation Finance has increased
significantly from 39% in 2012 to 56% in 2016.
Lower Middle-Income and Upper Middle-Income
countries both experienced a declining share of
Bilateral ODA Adaptation Finance. (Chart 7.8)

Least Developed and Low Income countries
increased their share of Mitigation ODA Finance
from 8% to 26% between 2012 and 2016. The share
of Lower Middle- Income countries decreased from
66% to 42% during this same period. Upper Middle
Income Countries received almost one-third of
mitigation finance in 2016. (Chart 7.7)

Sectoral allocation of ODA Climate Finance

As might be expected, the priority sectors
for mitigation finance focus on energy and
infrastructure.  Energy allocations are slanted

towards renewable energy sources, power
transmission and policy. Still, non-renewables
make up 16% of the sector allocation of mitigation
to energy. (Chart 7.8)

Chart 7.8

The sector allocation of adaptation finance
is spread among water and sanitation (22%),
environmental protection (21%), agriculture (18%)
and humanitarian assistance (12%).

D. The Purpose of ODA and Poverty
Reduction

8. ODA as a dedicated resource for Agenda
2030 - But what constitutes the extent and
depth of poverty in developing countries?

The setting of international and national
poverty lines is a highly politicized
exercise. Current poverty lines leave
hundreds of millions of people uncounted
who nevertheless are living the reality of
poverty, vulnerability, and marginalization
in Low Income, Lower-Middle Income and
Upper-Middle Income countries. Their
needs and interests should not be sidelined
in donor priorities for ODA in responding
to SDG One, whose target is eliminating
and substantially reducing poverty,
particularly in the poorest countries.

Using the World Bank’s differentiated
poverty lines by country income groups,
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an estimated 2.5 billion people are
living in poverty, more than 40% of the
population of developing countries as
a whole. Approximately 800 million of
these 2.5 billion live in extreme poverty.

The 2016 Reality of Aid Report argued that the
setting of international and national poverty lines
and their expression as SDG1, to end poverty
in all its forms everywhere, is highly political and
contentious.*

The imperative to address extreme poverty

There is no reason why the global community
cannot work together to eradicate extreme poverty
by 2030. Conditions of absolute destitution
are morally reprehensible and development
cooperation can play a major role in its elimination.
Over the past two decades, progress has been
made on reducing extreme poverty, particularly in
China, India and Indonesia. But it is not clear that
continuing this progress is sustainable, as extreme
poverty has become more dispersed among
countries, requiring significant efforts to reduce
poverty in fragile states.*®

However, a critical question is whether an
exclusive concentrated focus on extreme poverty
in aid allocations will reduce donor potential
to strengthen broader national anti-poverty
programs. Itis necessary to also tackle conditions
that sustain hundreds of millions who are very
poor, but above $1.90 a day. These people are
highly vulnerable to sudden conflict, damaging
climate events, sexual violence, or family health
calamities. Hundreds of millions of people who
live on the edge of extreme poverty will be left
behind if they are excluded from the development
agenda, including the strategic choices in the
allocation of aid.

Agenda’s 2030's goal is ambitious - to end poverty
in all its forms and “to leave no one behind.” While
‘leaving no one behind’ relates to many of the SDGs,
including reducing inequality, it also acknowledges
that poverty is multi-dimensional and inter-
dependent with other forms of marginalization.
Poverty cannot be reduced to a minimum standard
of absolute depravation implied by the poverty line
of $1.90 a day income. But what measure provides
an adequate assessment of national situations
and determines the appropriate allocation of

domestic government support and aid priorities?
Unfortunately, there is currently only one specific
indicator for SDG1: [the] proportion of population
below the international poverty line [$1.90 a day],
by sex, age, employment status and geographical
location (urban/rural).”

Donors that make poverty a priority have often
focused on the objective of eliminating extreme
poverty as outlined in SDG1. For example, a recent
UK aid review situated “tackling extreme poverty”
within the context of four overarching goals for its
ODA - (a) global peace, security and governance;
(b) resilience and response to crisis; (c) global
prosperity; and (d) tackling extreme poverty.?

All four goals are important and are reflected in
many recent statements by other donors on ODA
priorities. But such an approach potentially ignores
the needs and interests of hundreds of millions of
people, albeit not destitute, but who are living in
extreme conditions of poverty and vulnerability.
There is an underlying assumption that “pro-poor”
markets and economic growth initiatives, supported
by private sector partnerships, will address these
conditions. To date there is little evidence that
this is the case. This chapter also challenges this
assumption.

Establishing poverty lines

Recent research has confirmed that the universal
application of $1.90 a day as the poverty line
makes invisible the experience of poverty in many
countries beyond Sub-Saharan Africa. A more
country specific approach is required.*®

The World Bank has also recently acknowledged
that separate international poverty lines are
required to assess the condition of poverty in
countries with different economic circumstances.
It has consequently fixed $1.90 a day for extreme
poverty in Low Income Countries, principally in
Sub-Saharan Africa and South Asia; $3.10 a day
for poverty in Lower Middle Income countries, and
$5.50 a day for poverty in Upper Middle Income
countries.

The OECD's DAC 2017 Development Cooperation
Report analyzed the weaknesses and limitations of
current country statistics on poverty.* The 2016
Reality of Aid Report pointed out that national
poverty lines are highly politicized and may be set
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artificially low to exclude millions of people from
social benefits and other initiatives. One can be
“lifted out of poverty” by crossing an arbitrarily low
benchmark for income or purchasing power of a
basket of goods without a significant change in life
circumstances.

In a study for the Overseas Development Institute,
Clair Hoy pointed out the importance of poverty
lines in China, India and Indonesia for re-assessing
the breadth of global poverty. In his words,

“These countries would have a much higher
national poverty line today, given their mean
consumption, if they were consistent with the
cross country trend. The national poverty line
would be almost four times higher in China,
around 2.5 times higher in Indonesia and more
than 50% higher in India. This would result in
around two thirds of the population in these
countries being defined as living in poverty.”

The World Bank poverty line of $1.90 a day put 325
million people in these three countries currently
living in conditions of extreme. But using Clair
Hoy's rough estimate that two-thirds of the
population are living in poverty, this would imply
that approximately 1,950 million people live under
these broader conditions of poverty. As middle-

Chart 8.1

income countries, at the World Bank’s $3.10 and
$5.50 a day poverty lines, the Bank calculates
that 1,390 million people are affected by poverty.
Clearly international poverty lines are at best a
vague approximation of poverty, and likely capture
only the minimum population affected by poverty
and marginalization.

Considerations of the extent and depth of
poverty can have profound implications for
country allocations of ODA. Not only does an
acknowledgement of a broader range of poverty
mean that significantly more aid is required. It
also confirms that this aid must be programmed
through partnerships that address the complexity
of the conditions shaping and sustaining poverty in
middle-income countries.

Levels of global poverty

The World Bank calculates that 13% of the
population of developing countries live in
extreme poverty on less than $1.90 a day. The
highest concentrations are in Sub-Saharan
Africa (42% of its population) and South Asia
(15% of its population). Excluding China, almost a
fifth (19%) of the population of developing countries
live in conditions of destitution. (Chart 8.1)

Incidence of Income Poverty by Region
Poverty Levels for Low Income Countries, Lower Middle Income Countries and Upper Middle Income Countries,
Percentage of Regional Total Population

World Bank PovCalnet 2011 PPP; UNDP HDR 2016 (population); ©AidWatch
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An additional 20% of developing countries’
populations live on less than $3.10 a day, many
of them functioning inside the informal economy
where they are very vulnerable to falling back into
extreme poverty. Another fifth (23%) live on a daily
income between $3.10 a day and $5.50 a day, which
is considered to be a measure of poverty in Upper
Middle-Income countries. (Chart 8.1)

According to World Bank poverty lines for Low-
Income, Lower-Middle Income, and Upper-
MiddleIncome countries, peoplelivingin poverty
make up 46%, 47% and 31% of populations,
respectively. Using the latest population figures
for World Bank income groups, 2.5 billion people
were living in poverty or more than 40% of the
population of developing countries as a whole.
Approximately 800 million of these 2.5 billion
live in extreme poverty. (Chart 8.2)

The reach of poverty conditions in developing
countries is further confirmed by statistics on
poverty among the working population, which
have been collected by the International Labour
Organization (ILO).

According to ILO statistics, close to 70% of

working people in developing countries live
highly precarious lives, existing on less than

Chart 8.2

$3.10 a day. These people, approximately 2 billion,
earn their living mainly in the informal economy.
The majority lack decent working conditions or
basic rights or social protection. Informal work
is widespread, making up 85% of all employment
in Africa, 68% in Asia/Pacificc and 69% in Arab
countries.”’

For emerging market countries fully one-quarter of
those who are employed live on less than $3.10 a
day. (Chart 8.3)

The ILO also calculates an index of vulnerability
based on a strong correlation between the informal
economy and vulnerability. In 2016, 79% of the
working population were considered to be vulnerable
(to unexpected economic, health or climatic shocks)
in developing countries and 47% in emerging market
countries.

Ifthe primary purpose of ODAis to be a catalyst for the
reduction of poverty and inequality, comprehensive
donor strategies for tackling poverty should be
established across the spectrum of developing
countries, not only in the poorest and least
developed. Aid to people living in least developed
countries is essential. But donors should not ignore
the fact that an estimated 1.4 billion people are living
in poverty in Lower-Middle Income countries and
800 million in Upper-Middle Income countries. ODA,

Upper Middle Income Countries 374

Lower Middle Income Countries 16%

Low Income Countries

World Bank Income Poverty Levels for Country Income Groups

Percentage of the Total Population for each Income Group
World Bank PovCalnet 2011 PPP; UNDP HDR 2016 (population);

©AidWatch Canada April 2018

31%
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_ 1’420 million
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Chart 8.3
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as well as other cross-boarder flows, should also be
allocated in ways that contribute to transforming the
lives of these people.

E. Is Aid actually being allocated for
poverty reduction?

9. The amount of aid directed to Least Developed
Coun;lt;ies for long-term development is relatively
small’

In 2016, 44% of Real ODA was allocated
to Least Developed (LDCs) and Low-
Income Countries (LICs). As a proportion
of allocated ODA, the share of Real ODA
directed to these countries has declined
since the high in 2010 (47%). ODA allocated
to Upper-Middle Income Countries (UMICs)
increased from 14% of Real ODA in 2010
to 17% in 2016. This share increased from
2014 when it was 15% of Real ODA.

In recent years, changing country
allocations for humanitarian assistance

has mainly driven these changing
allocations to income groups. When
humanitarian assistance is excluded
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(looking at aid for long-term development)
regional programming expands
dramatically from 11% to 39%. Aid for
long-term development to LDCs and
LICs has declined from 34% in 2010 to
30% in 2016 (compared to 44% including
humanitarian assistance). ODA for long-
term development in Lower-Middle Income
Countries has also declined from 24% in
2010 to 20% in 2016. Aid to Upper-Middle
Income Countries was relatively constant,
at 11%, during these seven years.

ODA to Least Developed and Low Income
Countries

Excluding debt cancellation and ODA unallocated
by income group (in-donor refugees and student
costs), in 2016, 44% of Real ODA was allocated
to Least Developed (LDCs) and Low-Income
Countries (LICs). As a proportion of allocated
Real ODA, the share of ODA directed to these
countries has declined from 2010 when it stood
at 47% but has not changed substantially since
2014. (Chart 9.1)

Aid to Afghanistan was $4.0 billion in 2016, or
9% of total donor aid to LDCs. This aid is largely
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Chart 9.1
Trends in the Allocation of ODA by Income Group
ODA is net of debt cancellation and unallocated by income group (an average of 23% of ODA), but
includes regional allocations
OECD DAC CRS+ © AidWatch Canada April 2018
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motivated by donor foreign policy interests and
the war against the Taliban. Aid to Afghanistan has
declined from a high of $4.5 billion in 2014 when it
encompassed 11% of donor support for LDCs.

In 2015, donors financing the SDGs reiterated their
commitment to deliver 0.15% to 0.20% of their GNI
as aid to the 48 least developed countries (LDCs)
[Transforming Our World, 17.2, A/RES/70/1,26/35].
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Chart 9.3
Value of Bilateral & Multilateral ODA to Lower
Middle Income Countries
Billions of Constant 2016 USS; Excludes debt cancellation
OECD DAC2a © AidWatch Canada April 2018
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Chart 9.4
Value of Bilateral & Multilateral ODA to Upper
Middle Income Countries
Billions of Constant 2016 USS; Excludes debt cancellation
OECD DAC2a © AidWatch Canada April 2018
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This promise has not yet been fulfilled. DAC
donors’ LDC ODA/GNI ratio reached 0.10% in
2010, but since then has fallen back to 0.09%
and that ratio has remained unchanged since
2012. (Chart 9.5)
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The value of Real ODA for LDCs (in 2016 dollars)
has increased by 5% since 2014 moving from $42.1
billion, just prior to the 2015 launch of Agenda 2030,
to $44.3 billion in 2016. (Chart 9.2) This modest
increase is overshadowed by the fact that Real ODA
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Chart 9.5
ODA to Least Developed Countries as a Share of DAC Donors' GNI
Includes ODA allocated by multilateral organizations to Least Developed Countries
OECD DAC2a and DAC1  © AidWatch Canada April 2018
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increased by 12% between these years. (Chart 1.1) ODA allocated to Upper-Middle Income

In practice, donors have ignored their commitment
to substantially increase aid to LDCs.

ODA to Lower-Middle Income Countries

ODA to Lower-Middle Income Countries (LMICs)
has remained largely unchanged from 2010 to
2016, standing at 29% of allocated Real ODA. (Chart
9.1) This aid amounted to $16.8 billion in 2016
(2016 dollars) and $16.4 billion in 2010. (Chart 9.3)

However, in 2016 this aid was concentrated in
fewer countries. Lower-Middle Income Countries
numbered 36 in 2016, down from 48 in 2010.
The 12 countries that graduated to Upper-Middle
Income status received $7 billion in ODA in 2010
(56% of aid to UMICs in that year) and $9.1 billion
in 2016 (54% of aid to UMICs in that year). (Chart
9.4) However, Iraq and Jordan (countries with high
humanitarian assistance needs) accounted for 44%
of this $7 billion and 47% of the $9.1 billion in 2016.

ODA to Upper Middle Income Countries

Section eight (8) documented that significant
numbers of people live in poverty in middle-income
countries, particularly in lower Middle-Income
countries.

Countries (UMICs) increased from 14% of Real
ODA in 2010 to 17% in 2016. This share also
increased from 2014 when it was 15% of Real
ODA. (Chart 9.1)

The value of ODA to Upper-Middle Income
countries increased by 35% between 2010 and
2016, from $12.5 billion to $16.9 billion (2016
dollars). Theincrease in value of this ODA between
2014 and 2016 was 17%. (Chart 9.4)

Some of these increases are the result of
humanitarian crises in the Middle East. Aid
allocations related to the Syrian crisis have had a
significant share of ODA to UMICs in recent years.
In 2016, of the 58 UMICs, three countries - Turkey,
Jordan and Lebanon - accounted for $3.5 billion or
21% of all aid allocated to UMICs in that year. If Iraq
is included, this share rises to 32%.

Allocation of ODA for long-term
development by income group

As noted in section four (4) above, humanitarian
assistance has been an increasing share of
ODA. Excluding humanitarian assistance in the
calculations has a significant impact on the share
of ODA provided for long-term development to the
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Chart 9.6
Number of ODA-Eligible Countries in Income Groups
DAC List 2005, 2009 & 2010, 2012 & 2013, and 2014 to 2016
DAC Development Cooperation Report, Various Years; © AidWatch Canada 2018
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Notably, the share of ODA devoted to regional  from $31.9 billion in 2010 to $48.6 billion in 2016.

programs rises dramatically to 39% in 2016 (compared (Chart 9.8)
to 11% if humanitarian assistance is included). (Chart

9.7 and Chart 9.1) Regional allocations have been  ODA for long-term development in Least
increasing significantly in dollar terms (2016 dollars) Developed and Low-Income Countries has been
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Chart 9.8
ODA Allocations to Country Income Groups for Long Term Development (No
Humanitarian Assistance)
Billion of 2016 USS, excluding Debt Cancellation
OECD DAC2a © AidWatch Canada April 2018
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declining since 2010, from 34% of long-term
development ODA in that year to 30% in 2016.
(Chart 9.7) This share compares to 44% for ODA if
humanitarian assistance is included. In 2016-dollar
terms long-term development assistance for LDCs
and LICs has been flat over these seven years.
(Chart 9.8 and Chart 9.1)

ODA for long-term development in Lower-
Middle Income Countries has also declined from
24% in 2010 to 20% in 2016 (compared to 28%
including humanitarian assistance in 2016). In
the case of Upper-Middle Income Countries, this
share has remained constant at approximately
11% (compared to 17% including humanitarian
assistance in 2016). (Chart 9.7 and Chart 9.1)

Noting the large differences if humanitarian
assistance is or is not included, it is clear
that changing allocations for humanitarian
assistance have been a main driver for changes
in overall ODA allocations to income groups.

Graduation of Countries to Middle Income
Status

Chart 9.6 summarizes the changing status for
countries graduating upwards to a new income level.
There has been a significant decline in the number of

Low-Income Countries outside of Least Developed
Countries, from 18 in 2005 to 4 in 2016. At the
other end, there has been a dramatic increase in
Upper Middle-Income Countries from 36 in 2005,
to 43in 2010, and 58 in 2016. Notably, the number
of Least Developed Countries is largely unchanged
- 50 countries in 2005 and 48 countries in 2016.
Similarly, while countries have changed, the actual
number of Lower Middle-Income Countries has
remained constant.

Changing income status affects the eligibility
for concessional finance from the World Bank's
International Development Association (IDA) as
well as other programs such as GAVI, the Vaccine
Alliance. It is expected that a further 9 countries,
including Pakistan, Sudan and PNG will be
graduating from IDA in the next cohort. Concerns
have been raised about the high level of debt
servicing obligations in this cohort as well as the
quality of governance to manage impacts on health
systems and programs that address continued

levels of poverty in these countries.>?

10. Aid directed to Sub-Saharan Africa for
long-term development is also low.

Sub-Saharan Africa has the largest proportion
of people (42%) living in destitution, at less than
$1.90 a day. An additional 25% live in poverty with

59




The Reality of Aid 2018 Report

Chart 10.1
Growth in Value of ODA to Sub-Saharan Africa
Billions constant 2016 USS$;  Excludes debt cancellation
OECD DAC2a  © AidWatch Canada April 2018
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between $1.90 a day and $3.10 a day, many of
whom are highly vulnerable to slipping back into
extreme poverty.

11. Aid directed to gender equality and
women’s empowerment shows modest
improvement, but is unacceptably low.

Given the centrality of women’s rights
and gender equality for making progress
in the SDGs, it is alarming that 65% of all
Real ODA in 2015 still does not have any
objectives relating to these purposes. In
2015, as a share of Real Bilateral ODA,
only 6% of projects had gender equality as
their primary objective.

Donor support for women’'s rights
organizations is a key catalyst for
sustainable progress in gender equality
and women’s empowerment. While the
value of this support (in 2016 dollars) has
increased by more than 50% since 2011
reaching a total of $479 million in 2016
(Chart 11.2), as a share of ODA marked
“principal gender purpose,” it declined
from 11% to 9% between 2011 and 2015.
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TheDACmonitorsdonorintentionsand commitment
to gender equality and women’'s empowerment
through its gender policy marker. Donors screen
and score their projects according to three criteria:
1) Gender equality is the principal objective of the
project (gender equality is the stated primary goal);
2) Gender equality is a significant objective (gender
equality is one of several objectives of the activity);
or 3) There are no gender equality objectives in the
activity. The DAC produces an annual report on
progress using this marker as its reference point.>?

Projects with gender equality as principal and
significant objectives have demonstrated modest
improvement over the past five years (between
2010 and 2015). Nonetheless, in 2015 only 6% of
projects by value had gender equality as their
primary objective, as a share of Real Bilateral
ODA. Projects, where gender equality was one of
several explicit objectives were 35% of Real Bilateral
ODAin that year. (Chart 11.1)

Most donors have set out explicit policies relating
to gender equality in development cooperation.
Canada recently adopted a feminist international
assistance policy and Sweden has set out a
feminist foreign policy.>* Other donor countries
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Chart 11.1
Gender Equality and Women's Empowerment Marker:
Share of Real Bilateral ODA
Principal marker: Gender equality is the main objective of an activity
Significant marker: Gender equality is one of several objectives of an activity
Real Bilateral ODA - Bilateral
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have put some emphasis on gender equality in
development cooperation, but have resisted the
implications of feminist policies.>® A feminist
international assistance policy implies not only
strong commitments to gender equality as a cross-
cutting concern, but also implementation of a
gender analysis for all program areas, as the basis
for determining funding priorities.

In 2015 several donors committed significant
resources to projects and programs with gender
equality as a principal objective(Sweden - 17% of
screened projects; Spain - 12%; Belgium - 12%;
Netherlands - 11%; Norway - 9%; United Kingdom -
9%.) As part of its Feminist International Assistance
Policy, Canada has set a target, whereby 15% of
its bilateral programs are to have gender equality
as a principal objective by 2020. In 2015 only 3%
of its screened projects were designated with this
marker.

In terms of sector priorities, in 2015 health and
population/reproductive health made up 42%
of all projects marked gender equality principal
purpose, democratic participation and civil
society, 10%, and education, 9%. Given the
importance of women in agricultural production, it

is surprising that only 4% of all projects were marked
gender equality principal purpose.  Similarly,
humanitarian assistance projects accounted for
only 2% of these projects.

Donor support for women'’s rights organizations
is a key catalyst for sustaining progress in gender
equality and women’s empowerment. This support
made up only a small proportion of donor aid and
donor commitments to gender equality. While its
value (in 2016 dollars) has increased since 2011
by more than 50% to a total of $479 million in
2016 (Chart 11.2), as a share of ODA marked
“principal gender purpose,” it has declined from
11% to 9%. (Chart 11.2 and Chart 11.3)

In 2015, almost half (44%) of ODA to women's
rights organizations was channelled through
NGOs/CSOs. Another 33% was channelled through
multilateral organizations (including contributions to
UN Women) and only 8% through the public sector.

Given the centrality of women's rights and gender
equalityforthe SDGs, the overall weakness apparent
in donor performance on the gender marker is
troubling. Combined with other trends, such as
increased attention to engagement of private
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Chart 11.2
Value of DAC Donors' Support for Women's Equality Organizations
and Institutions
Millions of Constant 2016 USS; Gross Disbursements; OECD DAC CRS+; © AidWatch Canada April 2018
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sector actors through blended finance (see section
sixteen [16] below), this performance may worsen.
Recent analysis of blended finance demonstrates
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weak targeting of gender equality and the potential
to exacerbate other forms of inequalities such as
conditions for people living with disabilities.>®
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12. Proportion of aid directed to sectors important
for poverty reduction is largely unchanged.

A review of DAC donors’ disbursements,
including multilateral disbursements,
indicates a modest priority for sectors of
importance to poverty reduction. This is
largely unchanged since 2010, at 36% of
sector allocable ODA in 2016. Significantly
less than half of donor ODA that has been
allocated by sector is devoted directly to
sectors of primary importance for people
living in poverty. This proportion has been
unaffected by the rhetoric of Agenda 2030
with the commitment to “leave no one
behind.” Several of the largest donors, the
EU (24%), France (15%), Germany (21%)
and Japan (13%) have poor performance
on this indicator.

Basic Education (DAC sector 112: 1.1.b)
Basic Health (122: 1.2.b)
Population and Reproductive Health (130: 1.3)
+ Basic Water and Sanitation (14030, 14031,
14032)
+ Democratic Participation and Civil
(15150)
+  Women's Rights Organizations (15170)
+ Ending Violence Against Women (15180)
+ Civilian Peace-building (15220)
«  Agriculture (310: 111.1)
« Informal Finance (24040)
+ Small and Medium Enterprises (32130)
+ Cottage Industries (32140)

Society

There has been a very modest priority for
these sectors, largely unchanged since 2010, at
36% in 2016, including multilateral aid. (Chart
12.1) This proportion of donor ODA that has been
allocated by sector has been largely unaffected by

Chart 12.1
Poverty Orientation Proxy for ODA:
Channel share of sector allocable ODA for that channel
Poverty-oriented sectors inclde Basic Education, Basic Health, Population & Reproductive Health, Basic Sanitation,
Democratic Participation, Women's Organizations, Hu
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The DAC does not measure the degree to which
poverty reduction is a focus in the allocation of DAC
ODA. Given the importance of several key sectoral
areas that directly affect the prospects for people
living in poverty, it is possible to create a proxy
indicator and apply it to donor aid disbursement.
These twelve (12) DAC sectors for this poverty-
focused ODA proxy include:

the rhetoric of Agenda 2030, with the commitment
to poverty eradication, reducing inequality and
“leave no one behind.”

Civil society organizations are very important
channels in the allocation of aid resources to
these key sectors. As a share of aid delivered by
CSOs, poverty sector allocations have increased
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from 60% in 2010 to more than two-thirds, or 68%
in 2016. (Chart 12.1)

Donor bilateral disbursements for poverty-oriented
sectors varied considerably, with large donors
such as France, Germany and Japan, having a poor
performance. In contrast, both the United States
and the United Kingdom provided significant levels
of aid to these sectors. Other (select) donors also
tended to perform well with this indicator. (Table
12.1)

Despite the overall failure of donors to substantially
improve their profile in poverty-oriented sectors,
some of these sectors have exhibited modestly
positive trends.

Table 12.1 Share of Sector-Allocable Bilateral ODA to Poverty-
Sector Proxy

Donor 2010 2014 2016
France 19% 16% 15%
Germany 23% 18% 21%
Japan 15% 1% 13%
United Kingdom 35% 41% 41%
United States 53% 58% 62%
Canada 55% 50% 54%
Denmark 48% 48% 48%
Netherlands 28% 54% 49%
Norway 39% 38% 45%
Sweden 47% 51% 50%
All Donors 35% 36% 37%

Specific Sector Allocations

While the value of ODA to the basic education
sector remained constant at $4.7 billion (2016
dollars) between 2010 and 2016, its share of
Real ODA has declined from 4.3% to 3.8%.
(Chart 12.2) Global funding for basic education is
woefully short of what is required. An estimated
260 million children are still not enrolled in school
and 330 million face a school environment in
which they learn very little. It is estimated that
the funding gap to achieve the SDG for education
is $39 billion (including domestic investments).>’
Nevertheless, donors only committed $2.3 billion
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for the replenishment of the Global Partnership for
Education, in relation to a target of $3.1 billion for
the 2018 - 2020 period.>®

Since 2005, donors have made basic health and
reproductive health sectors a priority. The value
of investments in these sectors doubled from
$9.6 billion (2016 dollars) in 2005 to $20.6 billion
in 2016. However, with the exception of 2015,
as a share of Real ODA, disbursements to
these sectors have changed little since 2010,
remaining more or less at 17%. (Chart 12.3) In
2015, a large disbursement by the Global Fund to
Fight AIDS, Tuberculosis and Malaria accounted for
the significant increases in2015. Unfortunately, this
disbursement was an anomaly. Levels increased
from $2.6 billion in 2014 to $6.7 billion in 2015, but
then returned to $2.8 billion in 2016.

Recent developments in the US political scene have
had major consequences for women's reproductive
health programs. In 2017 the Trump administration
re-instated and expanded the “Global Gag Rule,”
which effectively bans US funding to any family
planning institution or CSO that promotes or
performs abortions using funding from any
source, not just the United States government.
Human Rights Watch has estimated that the
implementation of this broad financing criterion
by the United States has expanded the impact on
international funding for family planning from $575
million (with just US financing) to an estimated $8.8
billion in global health assistance.*

In addition, the US Center for Disease Control
is expected to implement massive cuts to its
overseas operations in 2019. The Centre plays a
critical role in global disease surveillance and early
identification of illnesses such as HIV, TB or Zika
virus. The cutbacks will severely limit its work as a
result of plans to reduce country offices from 124
to 10.6

Sustained investments of ODA in agriculture, a
key sector for marginalized women and people
living in poverty has grown by only 0.5% as a
share of Real ODA since 2010. While amounts (in
2016 dollars) varied between 2010 and 2016, the
value of ODA for this sector is $1.4 billion higher in
2016 than 2010. (Chart 12.4)
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Chart 12.2
Disbursements for Basic Education as a Share of Real ODA
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Chart 12.4
Disbursements for Agriculture as a Share of Real ODA
Real ODA is ODA lessin-donor refugee and student costs, debt cancellation & interest on ODA loans
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F. Undermining the Quality of ODA

13. Instrumentalizing the United Nations
multilateral system

Donor support for the core budgets of
multilateral organizations has been
relative constant at 33% of Real ODA.
But donors have increasingly relied upon
donor-controlled special purpose funds
within multilateral organizations to
reduce their own transaction costs. In2016
these funds amounted to $20.7 billion.
The multilateral system administered
more than 50% of Real ODA in 2016, up
from 36% in 2005. The proliferation of
dedicated funds, with their own separate
and different governance and policies for
allocation, have a significant effect on
the capacities of these organizations to
mount a coherent and sustained program.

Donor support for the core budgets and programs
of multilateral organizations, particularly within
the UN system, can be a quality development
resource. These organizations, which are governed
by UN members, tend to allocate their development
resources in response to the expressed needs
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of developing country governments (country
ownership). They are often able to rise above
individual donor political and foreign policy interests
that can drive the allocation of bilateral assistance.®

Donor support for core budgets of multilateral
institutions has been relatively constant at 33%
of Real ODA since 2010. But, in 2016, donors also
channelled an additional $20.7 billion in bilateral aid
through these multilateral organizations, in addition
to $41.8 billion in assessed core contributions.
Together, the multilateral system administered
more than 50% of Real ODA in 2016, up from 44%
in 2010 and 36% in 2005. (Chart 13.1)

Bilateral ODA channelled through multilateral
organizations is generally directed to special-
purposedonorfunds. Thesefundsareadministered
by UN organizations, but the donors retain degrees
of control over the terms and conditions for
their allocation. Examples of non-core funding
mechanisms include multi-donor trust funds (e.g.
UNDP's South Sudan Humanitarian Fund), special
thematic funds (e.g. support for victims of sexual
abuse by UN peacekeepers), or donor earmarked
funds dedicated to specific projects.5?

These bilateral/multilateral non-core funds have
grown by more than 50% since 2010, from $13.8
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Chart 13.1
Trends in Value of Bilateral and Multilateral Channels
Billions of Constant 2016 USS;  Other Real Bilateral as Percentage of Total Real ODA
Real ODA is ODA less in-donor refugee & student costs, debt cancellation and interest on ODA loans
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billion to $20.7 billion in 2016. Many donors are
taking advantage of the capacities of the various
multilateral organizations to manage development
resources, while significantly reducing their own
administration and transaction costs. Essentially
they make one electronic transfer in order to
declare a large fund spent by the donor, but then
they still maintain a high degree of control over the
policies that govern their delegated funds.

These non-core funds have grown quickly for the
UN system, and less so with multilateral banks.
In 2016, assessed core contributions to the UN
system (over which the UN system controls their
allocation) were $5.9 billion, while special bilateral
funds administered by the UN system totalled $13.5
billion. By comparison, assessed contributions
to the World Bank Group were $8.8 billion, but
delegated donor funds only totalled $2.6 billion. As
noted above, this trend has profoundly affected the
capacities of multilateral organizations to mount a
coherent and sustained program.53

14. Declining commitment to developing
country ownership in development cooperation

Despite repeated commitments to the
importance of developing countries
“owning” their own development

priorities, aid that is available to support
these purposes is declining. Country
Programmable Aid (CPA) was 36% of Gross
Bilateral ODA in 2016, down from 47% in
2010. Direct budget support or sector-
wide programming with government
ministries is also declining. Support for
these mechanisms declined from a mere
$5.2 billion in 2010 to $4.1 billion in 2016.

Declining Country Programmable Aid

The DAChas developed a measurement of aid thatis
available to be programmed by developing country
partners. ‘Country Programmable Aid' (CPA) is the
proportion of bilateral aid disbursements where
partner countries can have a significant say in
defining the priorities for its use. As a concept it
goes beyond the notion of ‘Real Aid" and excluded
donor administration, humanitarian assistance,
and other forms of aid that is unavailable at the
country level.5

Country Programmable Aid, as a share of Gross
Bilateral ODA, was 36% in 2016, declining over
the decade from 47% in 2010. (Chart 14.1) Less
and less aid is actually available to developing
countries for partner-initiated programming (with
the optimistic assumption that all CPA is available
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Chart 14.1
Bilateral Country Programmable Aid:
Percentage of Real Gross Bilateral ODA
LDCs/LICs in Bilateral CPA
OECD DAC CPA; DAC5a: © AidWatch Canada April 2018
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for this purpose and is not being programmed by
the donor). For Least Developed and Low-Income
Countries, much less CPA is available to partner
countries than is apparent in LDCs/LICs share in
Real Bilateral ODA - 33% (CPA) compared to 44%
(share of Real ODA) in 2016.

Declining Budget Support Mechanisms

The provision of aid to developing countries as
direct budget support or sector-wide programming
(SWAP) has been an important mechanism
for advancing a country's ownership of its
development priorities through aid. With budget
support, a developing country government have
the authority to establish its budgetary framework
for development initiatives within the national
budget or a sector ministerial budget. Donors then
agree, in the context of policy dialogue and capacity
development, to support these budgetary priorities
with either general budget support or support for
line ministries.

While budget support and SWAPs were recognized
asanimportant aid mechanisminthe 2000s, donors
have substantially reduced their commitment to
this approach since 2010. From a peak of $5.9
billion in 2011, aid through budget support and
SWAPs reached a low of $4.1 billion in 2016 with
the EU providing half of this budget support ($2.1
billion).

Issues of fungibility have plagued general
budget support, particularly where the recipient
governmentwas able to use general budget support
intended for one area to offset higher expenditures
in another. Sector-wide programs were understood
to be more effective, as it promoted collaboration
with line ministries to build capacity and strengthen
poverty-oriented expenditures.®> Aid for sector-
wide mechanisms has remained constant over this
decade, albeit at a modest level. A recent German
review of budget support evaluations concluded
that there was strong evidence for the positive
impacts of budget support as a funding modality. It
called on donors to reassess their withdrawal from
this modality of support.®®

The project modality for aid delivery is still the
dominant form of bilateral assistance. In 2016,
$58.4 billion of gross bilateral assistance, or 61%
of Real Gross Bilateral Assistance, was in the form

of projects. [DAC CRS+ Database] For developing
country partners, particularly in the poorest
countries, the proliferation of projects across many
sectors is extremely difficult to manage within a
coherent country development strategy.

15. Priority for loans increasing among some
donors.

Concessional loans have been a growing
form of aid delivery since 2010. In dollar
value (2016 dollars), ODA loans have
increased by almost 45%, from $28 billion
in 2010 to $40.4 billion in 2016, with a
large number of loans related to climate
finance included as ODA. Growth in loans
is also apparent for LDCs/LICs and LMICs,
countries that are vulnerable to a return
of a debt crisis that existed in previous
decades.

While concessional loans have been a component
of DAC bilateral and multilateral ODA for many
decades, they have been growing in importance
since 2010. ODA loans have increased from $28
billion in 2010 to $40.4 billion in 2016 (in 2016
dollars). (Chart 15.1) This represents an increase
of almost 45%. As a percentage of Gross Real ODA,
the share of loans grew from 26% in 2010 to 29% in
2016. (Chart 15.2) Avery large part of this increase
in loans is due to the extensive use of loans in
climate finance by France Germany and Japan.

Japan, France, Germany, Korea and the European
Union are responsible for almost all ODA loans.
Chart 15.3 documents the current share of loans in
their respective Real Gross Bilateral ODA for 2016,
which range from 59% for Japan to 28% for the EU.

Somewhat surprisingly the share of loans for
both Least Developed and Lower Middle-Income
countries has also been growing since 2010
(Chart 15.4). For Lower Middle Income Countries,
loans made up 46% of Gross ODA directed to these
countries (up from 40% in 2010). Similarly, loans
have grown from 14% in 2010 to 23% in 2016 as a
share of Gross ODA to Least Developed and Low
Income Countries. These are countries with very
low government revenues and high vulnerability to
economic shocks so they can ill-afford to take on
substantial debt.
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Chart 15.1
Value of Bilateral and Multilateral Gross ODA Loans
Billions of Constant 2016 US4; OECD DAC2a; © AidWatch Canada April 2018
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An emerging (renewed) debt crisis
Increasing use of ODA loans, particularly for LDCs

and LMICs, is a worrying trend, particularly in light
of evidence of the re-emergence of unsustainable
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debt levels in an increasing number of countries.
The lingering effects of the 2008 financial crisis and
the recent collapse in commodity prices have given
rise to increased debt stress in some of the poorest
countries. An official with the IMF recently pointed
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Chart 15.3
Share of Loans in Real Gross Bilateral ODA in 2016: Select Donors
Real Gross Bilateral ODA is total ODA less in-donor refugee and student costs
and debt cancellation
OECD DAC2a © AidWatch Canada April 2018
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out, “our debt sustainability analyses indicate that  the private sector may add to the debt burden of
40% of Low-Income Countries are currently at high  vulnerable countries.

risk of or already in debt distress. It doubled in

five years.””” The expanded use of Development  While ODA loans have been provided at
Finance Institutions for aid delivery and to catalyze ~ concessional rates, developing country
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governments sent $25.6 billion back to donors
in principal and interest payments on previous
loans in 2016, up from $19.0 billion in 2010, an
increase of 35% in 2016 dollars. Of this $25.6 billion
in 2016, $16.9 billion was received from Least
Developed and Low-Income and Lower Middle-
Income Countries.

Changing the DAC rules for loans

DAC members have agreed to change the reporting
rules relating to ODA loans after 2018. At that
point only the grant element of a concessional
loan will be included as ODA.%8 On the other side,
the repayments of the principal from previous
loans will no longer be deducted from nominal
ODA, as is the current practice. In addition, there
will be a differential discount rate for calculating
concessionality of the loan based on a country's
income status. For LDCs, the discount rate (which
determines concessionality) has been set at 9%, for
LMICs it is 7%, and for UMICs t 6%. The minimum
reportable grant element for LDCs is 45%, for LMICs,
15%, and for UMICs itis 10%. This policy is intended
to promote concessional lending to LDCs.®°

Development Initiative calculates that the net
effect of these rules, if applied to 2016 data, would
have been a 1% increase in ODA for that year or
$1.8 billion. However, for some donors there may
be greater differences. Japanese aid would have
been 33% higher in 2016 under the new rules, and
Germany 7% lower (due to the different levels of
consessionality in the current loan portfolio).”

16. Catalyzing or subsidizing the private
sector?

All donors are calling for the increased
use of ODA to mobilize private sector
investment in the SDGs. An ODA private
sector proxy indicates that the share
of sector-allocated ODA related to the
private sector has increased from 21%
in 2010 to 26% in 2016. Germany, France
and Japan have a heavy concentration in
these sectors. The promotion of public-
private partnerships, particularly for
infrastructure, ignores well-documented
assessments that challenge the notion
that they are an efficient and effective
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means of finance for the public sector.
Equally, the recent emphasis on “blended
finance” is fraught with issues relating to
transparency, development effectiveness
and additionality, the potential for
increased tied aid, and a lack of agreement
on rules to report ODA support for Private
Sector Instruments (PSIs) to the OECD DAC.

Since the adoption of Agenda 2030 in 2015, there
has been a seeming consensus among donors
that the SDGs can only be realized if major private
sector investments are attracted to fill a funding
gap which the World Bank estimates is $2.5
trillion. Donor narratives are consumed by the
challenge of moving from billions in aid to trillions
in investments.”” In the words of the OECD DAC,

“Smart and strategic use of development
finance to catalyse private capital is an
emerging frontier and a growing priority
for most the international development
community. Development co-operation
providers are increasingly working with
the private sector to mobilise and target
commercial finance ..."”2

For both bilateral and muiltilateral aid actors the
overwhelming focus is on instrumentalizing ODA
to leverage private sector capital, often to the
detriment of cost-effective public solutions or
alternative finance. Much more attention should be
put to ways for expanding cutting-edge innovative
financing (such as taxes relating to private use of
the global commons), which could be dedicated to
the SDGs. In addition, effective measures to stop
tax evasion and illicit private capital flows out of
developing countries are urgently needed.

Private finance is allocated in ways that are guided
by profit maximization, with rules and principles
that are different, and cannot be assumed to serve
the public interest. When donors engage with the
private sector in development cooperation, these
partnerships must be informed by human rights
norms and development effectiveness principles.
ODA, even when used to catalyze other development
resources, should be preserved as a resource to
advance bilateral and multilateral partnerships to
reduce poverty and inequality and the realization of
the SDGs. Instrumentalizing aid to mobilize private
sector investment has the potential to divert aid in
ways that undermine these core goals.
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In October 2017, the Development Committee of
the World Bank adopted a new private sector-centric
approach to development finance, ‘Maximizing
Finance for Development’ (MFD). Along with other
development banks, they agreed, to increase private
sector finance for SDGs by 25% to 35% by 2020. This
approach is to be implemented through partnering
with Bank projects, loan guarantees and equity
finance. Through MFD, the Bank now intends to:

“consistently [be] testing—and advising
clients on—whether a project is best delivered
through sustainable private sector solutions
(private finance and/or private delivery) while
limiting public liabilities, and if not, whether
WBG [World Bank Group] support for an
improved investment environment or risk
mitigation could help achieve such solutions.””?

The Bankis pursuing a so-called “cascade” approach
in which public funding is the last resort:
“When a project is presented, ask: “Is there a
sustainable private sector solution that limits
public debt and contingent liabilities?

+ If the answer is “Yes” - promote such private
solutions.

Chart 16.1

* Ifthe answer is “No" - ask whether it is because of:

+ Policy or regulatory gaps or weaknesses? If so,
provide WBG support for policy and regulatory
reforms.

« Risks? If so, assess the risks and see whether
WBG instruments can address them.

+ If you conclude that the project requires public
funding, pursue that option."74

With this approach, developing countries may
be facing the emergence of new 1990s-style
aid conditionality pushing uncritically broad
privatization across essential development areas
for aid-dependent countries.

Growth of sectors with implicating private
sector partnerships

The OECD DAC does not track private sector
partnerships in the implementation of ODA
across all sectors. In order to estimate trends in
the engagement of the private sector, a “private
sector proxy indicator” has been developed, which
aggregates ODA in a number of DAC sectors in
which the private sector plays a major role and/or

OECD DAC CRS+

Trends in the Private Sector Proxy: Share of total sector allocated ODA
© AidWatch Canada, April 2018
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aligns with private sector interests in development
(see the list of sectors in Chart 16.1).”> The long-
term trend for this proxy is clearly an increasing
share of sector-allocated ODA, from 21% in 2005
to 26% in 2016. But this share has declined from a
high of 28% in 2014.

As indicated in Table 16.1, a number of large
donors have given a large and increasing share
of their sector-allocated ODA to those favouring
the private sector. France, Germany and Japan
are notable among these donors. An increase
in the multilateral donors’' share to these proxy-
related sectors is a reflection of changing priorities
by the development banks.

Table 16.1: Share of Private Sector Proxy (see Chart 16.1) in
Donor Sector-Allocated ODA

Donor 2010 2013 2016
France 1% 30% 35%
Germany 31% 30% 35%
Japan 45% 56% 55%
United 15% 12% 10%
Kingdom
United States 13% 12% 7%
DAC Donors 20% 23% 22%
Multilateral 24% 33% 32%
Donors

Public Private Partnerships

Public-Private Partnerships (PPPs) have been a
high-profile catalyst for private sector investment
through ODA, particularly in support of
infrastructure projects. ODA allocated to sectors
that are likely to be involved in infrastructure
projects was approximately 25% of sector-allocated
ODAn 2016.7® These projects often combine major
private sector investments with small amounts
of public sector funding. In most cases the public
sector assumes the majority of the short and long-
term risks in the implementation of the project and
the recovery of the original investment.

PPPs have been heavily criticized, not just by
NGOs and civil society, but also by the UK National
Auditor and the European Court of Auditors.
The latter commented, “the PPP option was
chosen without any prior comparative analysis of
alternative options (...) thus failing to demonstrate
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that it was the one maximising value-for-money
and protecting the public interest.””” A similar 2015
review by the UK’s National Audit Office found that
“investment through PFI [Private Finance Initiative]
schemes more than doubles a project's cost to
the public sector.””® While these assessments are
related to PPPs in these countries, the critique is
consistent with other such projects implemented in
developing countries.

Felix Dodd has summarized some of the main
overarching concerns with an uncritical expansion
of PPP in developing countries:”®

+ The distortion of the public agenda;

+ Loss of local control over critical infrastructure
and services, and co-option of government or
civil society partners;

+ Commoditization of the commons;

+ Lack of strong legal/regulatory frameworks;

+ lLack of transparency and accountability -
including hidden or off-the-books accounting
treatment of PPP debt;

+ The displacement of public employees; and
+ lack of engagement with stakeholders
throughout.

Eurodad has also analyzed the impact of PPPs,
looking at various factors. One of the most critical is
the crowding out government fiscal space for SDG
finance, particularly where government revenue is
tied into large PPP investments. A second concern
is the inequitable burden of user fees on poor
populations for essential services financed through
PPPs. And, finally, Eurodad has voiced concerns
regarding the potentially large and unexamined
environmental and social consequences.®

In 2016 DAC donors invested only $704 million in
PPPs, slightly more than the seven-year average
of $600 million since 2010. This represented
less than 1% of Real ODA in that year. The
Netherlands, the United States and the United
Kingdom were responsible for more than half of
these investments.

While PPPs make up a relatively small proportion
of DAC ODA, they may be associated with large
private capital investments. The Reality of Aid's
2016 Aid Trends chapter noted that US PPPs were
highly associated with the commercial interests of
the business partner, which could be considered an
informal modality for tying US aid to US corporate
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interests.®” While the direct use of ODA in PPPs may
be light, there is strong indication that ODA-funded
technical advice and ODA-related conditionalities
play a strong role in promoting PPPs.82

Advancing the donor private sector
agenda: Blended finance

Currentdonor pre-occupations focus onadramatic
expansion of ODA engagement with ‘blended
finance.’ Despite this attention and priority, there is
no common agreement on either the definition of
blended finance or the range of modalities that could
be used in support of private finance.

OECD has adopted the following definition:
“Blended financeis the strategic use of development
finance for the mobilization of additional finance
[where additional finance = commercial finance]
towards sustainable development in developing
countries.””  Other definitions also stress the
inclusion of philanthropic capital. With respect to
modalities, the OECD's analysis of blended finance
includes the use of syndicated loans, credit lines,
direct share investment, investment guarantees,
and shares in investment vehicles.®

According to the OECD, 17 DAC members now
employ various forms of blended finance. Since
2000, DAC members have created 167 mechanisms
for pooling public finance with private capital.
The majority of these initiatives were established
after 2010 and many are Development Finance
Institutions (DFls).8

The OECD estimates that these mechanisms
mobilized $81.1 billion in private sector finance
between 2012 and 2015. But such estimates
inevitably involve a level of subjectivity since they
are shaped by various assumptions.® As well,
there is no estimate of related amounts of public
resources invested for this result.?” This gap in
statistics is part of a larger issue, where DFls are
being implemented in a policy and evaluation
vacuum. Of the 17 donors involved in blending,
only 6 have donor guidance policies governing
these operations, and only 4 monitor blending
finance activities as a separate activity.®

In 2016, DAC members agreed to a set of principles to
guide blended finance.?° But to date, members have
failed to reach a consensus on rules to operationalize
these principles. Development effectiveness and

human rights standards must be integrated into these
rules to guide the inclusion of official contributions
to these private sector instruments as reported
ODA. To date, there has been no agreement on the
interpretation of development-oriented private sector
projects or safeguards to protect the integrity of ODA
in these arrangements.

Despite this lack of consensus, the DAC High Level
Meeting (October 2017) agreed to allow reporting of
“development-oriented” transfers to private sector
instruments. Reported ODA could be in the form of
total public finance to DFIs (institutional approach,
which was formerly not allowed) or on a transaction
basis approach (finance for specific identifiable
activities of a DFI). The former has the potential to
inflate aid as it may include public finance for DFl
activities that could be ineligible as ODA. In both
approaches, the issue of concessionality, as a core
value of ODA, is potentially compromised. The
absence of clear guidelines and rules will further
undermine the quality of DAC data on ODA, already
weakened by inclusion of in-donor refugee costs
etc. (see sections 6 and 7 above).

The OECD study on blended finance®® makes a
number of observations, which raise questions
about its relevance as a complementary resource
for ODA's purposes in poverty reduction:

+ “There is a tendency for blended finance to go
towards sectors for which the business case is
clearer and the potential for commercial gains
more apparent” (page 27), which are often not
high-risk poverty oriented sectors.

+ Are DFIs only a donor priority, with limited
interest on the part of the private sector? To
date, “the share of commercial investors
is still quite limited when compared with
development investors.” (page 26)

+ The diversity of 167 mechanisms creates
a highly fragmented development finance
environment, with potential partners having to
deal with a diversity of modalities, terms and
conditions. (pages 27-28)

* More work is required “to understand how
blended finance can work in LDCs and LICs,”
which alongside LMICs are high priorities for
“leaving no one behind,” (page 27)

* Most blended finance is concentrated in the
formal finance and energy sectors. (page 26)
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*  Monitoring and evaluation systems for blended
finance are weak, something that has been
compounded by multiple layers of private financial
inter-mediation for specific projects. (page 30)

The OECD's detailed analysis of the $81 billion of
private sector funding by DFIs confirms many of the
OECD DAC observations: '

+ Least Developed and Low-Income Countries
benefitted from only 10% of this private finance,
while Upper Middle-Income Countries received
43%, and Lower Middle-Income Countries,
34%. Another 13% was unspecified.

+ In terms of the origins of the private sector
funds, 62% originated in OECD countries and
38% in developing countries (excluding those
with multiple sources). This raises questions
about tied aid, development effectiveness and
country ownership.

* In terms of public finance instruments
used to mobilize private finance, 40% were
investment guarantees (in which potentially
no public funds were transferred), 27% were
syndicated loans, 16% were credit lines, 10%
were shares in Collective Investment Vehicles,
and 6% were direct investments. The high-
level of guarantees has the potential to
inflate ODA as they are only financed when
the investment or loan fails. Following the
DAC's 2017 High-Level Meeting, the door is
now open for donors to report guarantees as
ODA under the institutional approach. This is a
serious anomaly, since no rules for reporting
guarantees under the instrumental approach
have yet to be agreed upon.

+ Multilateral DFIs were responsible for 64%
of the capital mobilized; bilateral providers
accounted for 36%. The latter was heavily
concentrated with the top five bilateral
providers making up close to 90% of the total
(The United States:54%, the UK: 13%, France:
9%, Germany: 7% and Denmark:6%).

* Investments were sectorally concentrated in
(mostly formal) banking and financial services
(33%), energy (25%), and industry, mining and
construction (21%).

* Investments related to climate change
accounted for 26% of the total investments,
with 89% of these funds devoted to mitigation
and only 11% to adaptation.
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Blended finance is clearly no panacea for closing
the finance gap for SDGs, particularly in relation to
poverty reduction, inequality, health or education.
If increased amounts of ODA are to be directed
towards private sector blending institutions, there
is a clear danger that scarce ODA will be diverted
from its central purpose of support for global public
goods, poverty reduction and reaching populations
that have been excluded.??

Nevertheless, the expansion of DFls is proceeding
quickly. The US Congress is presently considering
a measure to create an International Development
Finance Corporation, which would expand
the current activities of the Overseas Private
Investment Corporation and USAID in private
sector engagement.®®> The proposed institution
will likely meet with the approval from the Trump
Administration. Canada has just launched its DFI,
but its initial capital of Cdn$300 million will not be
drawn from the country’s ODA. The UK government,
on the other hand, through its 0.7% aid program,
has been significantly increasing ODA resources for
the Commonwealth Development Corporation.®*

CSOs involved in development cooperation have
been critical of DFIs, while also acknowledging that
certain carefully targeted private sector initiatives
may benefit poor and marginalized populations.®

+ The OECD DAC is clear that only private finance
that is additional “to what would have been
available without blending” is considered
mobilized finance.”® But the methodology
for determining whether such finance is
additional or a mere subsidy for the private
sector is not spelled out, nor is it clearly a
yes/no answer. A project may go ahead with
adjustments, without the public resource of a
DFI, confusing what is “additional”. Eurodad's
analyst, Polly Meeks, quotes a 2016 European
Union evaluation of its blended finance
program noting that half the cases from 2007 to
2014 had no clear added value for blending.*”

* Development additionality is equally important
in determining the fit with Agenda 2030. With few
evaluations, there is little evidence about blended
financeimpact on development outcomes. The EU
evaluation noted above, found that “the projects
selected for blending did not emphasize the pro-
poor dimension”and “genderwas rarely targeted.”
DFls often have scant policy guidance on labour,
social and environmental standards. There is also
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little evidence that DFIs are supporting projects
consistent with development effectiveness
principles, such as strengthen country ownership
or inclusive partnerships at the country level.?

Concessionality of finance is not a DFI
condition for blending, but it is a crucial
condition for Low-Income Countries and those
facing a growing potential debt crisis.

Weak transparency plagues any assessment
of projects supported through blended finance.
Improving aid accountability is a challenge
where these resources cannot be traced in the
multiple layers of DFI financial transactions
with intermediaries.

Activities funded through PSIs have the
potential to erode finances available for
developing country governments, as they can
be a factor in introducing unsustainable levels
of public and private debt,*® or through tax
avoidance by the corporations involved.'

There are major confusions and lack of
agreement on the rules in reporting DFI-
related ODA to the OECD DAC. How will the
DAC determine whether such activities are
sufficiently ‘development-oriented’ to count as

ODA? How will the DAC resolve the anomalous
treatment of guarantees under the institutional
approach, which currently risks inflating ODA?
How far will the final reporting rules deviate
from the concessionality principles applied to
public sector loans?

There is a strong risk that donors will increase
tied aid through engagement of donor private
sector companies in DFl initiatives.  This
outcome has been documented for US PPPs.

11. Demand-Driven Technical Assistance?

After a sharp decline from 2005 to
2010, technical cooperation has been a
large but constant share of Real ODA,
averaging 15% to 17% from 2010 to 2017.
It currently exceeds 20% of Real Bilateral
ODA. Among donors, France, Australia,
Germany and Japan have heavily relied
on technical cooperation in their bilateral
aid. Much of this technical cooperation
continues to be donor-driven in relation
to financial management, infrastructure
development, and trade agreements.

Chart 17.1

Free Standing Technical Assistance as a Share of Real ODA
Real ODA is ODA less in-donor refugee and student costs, debt cancellation & interest received on loans
Billion of constant 2016 US$; DAC1 & DAC2a © AidWatch Canada April 2016
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Demand-driven technical assistance can be an
important modality for meeting technical needs
and improving capacities in developing countries,
which partners define and seek cooperation.

AttheAccraHigh-Level Forum (2008)donorspledged
their support “for capacity development [that]
will be demand-driven and designed to support
country ownership.” The theme of the 2016 Global
Reality of Aid Report was ‘Technical Cooperation
as an aid modality: Demand-driven or donor-
driven?.’®"  Contributions and evidence collected
for that Report suggest that technical assistance
is still largely responsive to donor-perceived
needs for capacity development, infrastructure
requirements, and advise to governments
linked to approval of World Bank loans, financial
management and trade agreements. It is often
been a resource to embed donor country interests
and orientations within their aid programs and
ensures direct accountability to donors.'%2

Following a sharp decline from 2005 to 2010,
technical cooperation has become a large and
constant share of Real ODA, averaging 15% to
17% from 2010 to 2017. (Chart 17.1) As a share of
DAC Real Bilateral ODA, it has averaged just over
20% since 2010. Technical cooperation was 16% of
multilateral ODA in 2016.

B?)l;\ls 17.1 Technical Cooperation Share of Real Bilateral

Donor 2005 2010 2016
France 101.5% 55.8% 41.7%
Australia 54.7% 50.4% 39.0%
Germany 105.0% 67.4% 37.5%
Japan 48.9% 53.0% 37.1%
United Kingdom 18.2% 8.6% 23.1%
Austria 73.5% 63.4% 20.9%
Netherlands 18.8% 9.9% 16.8%
Belgium 64.3% 50.5% 14.6%
Norway 16.2% 9.2% 6.6%
United States 42.9% 4.7% 3.1%
All Bilateral DAC Donors 40.8% 22.5% 19.6%

Note: Real Bilateral ODA is Bilateral ODA less in-donor
refugee and student costs, debt cancellation and inter-
est repayments on ODA loans. Percentages greater than
100% indicate that technical cooperation was larger than
bilateral ODA after the above deductions were made.

78

Table 17.1 demonstrates that technical cooperation
as a share of individual donor, ODA has varied
considerably. France, Germany and Japan made
up 51% of all bilateral technical cooperationin 2016
(combined these donors represent 26% of all Real
Bilateral ODA).

Almost all of the donors listed below have reduced the
proportion of ODA devoted to technical cooperation
since 2010. The two exceptions are the Netherlands
and the United Kingdom - both have increased their
reliance on technical cooperation in recent years.

18. Renewed attention to tied aid

Tied aid has fluctuated from 21% of bilateral
ODA in 2013 to 24% in 2015, and back to 20%
in 2016. For LDCs, a pronounced increase
from 11% in 2013 to 17% in 2015 was
reversed in 2016 to 12%. There is indirect
evidence that many donors have practiced
a high level of informal tying of aid. For
example, on average more than 60% of aid
procurement contracts have been awarded
in donor countries since 2010.

It has been repeatedly demonstrated that the tying
of aid disbursements to commercial purchases in
donor countries reduces the effectiveness of this
aid. In many cases it not aligned to a recipient
country’'s needs and can raise project costs by as
much as 30%. In 2001 the DAC agreed to fully
untie aid to Least Developed Countries. This was
extended to Highly Indebted Poor Countries (HIPC)
in 2008, against which progress reports are to be
issued each year. At the 2011 Busan High-Level
Forum, providers agreed to develop a plan for
accelerating the untying of aid by 2012. Atthe Global
Partnership’s 2016 High-Level Meeting in Nairobi,
all providers of aid agreed to “accelerate untying of
aid, and promote development cooperation that
supports local businesses throughout the supply
chain” [Nairobi Outcome 842(g). Given all these
initiatives, how much progress has there been?

The overall trends in tied aid since 2010 are mixed.
Notably, tied aid increased in recent years, from
21% of bilateral ODA in 2013 to 24% in 2015. This
trend was reversed in 2016 when tied aid went
down to 20%. For LDCs there was a pronounced
increase from 11% in 2013 to 17% in 2015, but
back to 12% in 2016. (Chart 18.1)
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Chart 18.1

Trends in Share of Bilateral ODA that is Tied:

DAC Untying Recommendation and Total Bilateral Tied Aid
The DAC Recommendation for Untying aid to LDCs/HIPCs does not include
free standing technical assistance and food aid
Report on DAC Untying Recommendation
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Donors are required to report to the DAC on the
formal status of their aid contracts, whether
these contracts legally oblige procurement in the
donor country or not. But irrespective of legal
requirements, it is clear from DAC procurement
statistics that a high level of informal tying of aid
is common. A measure of this informal untying is
captured by the DAC through donor reporting the
actual country where each aid contract is awarded.

Chart 18.2 paints a picture of aid untying in practice
with a considerable contrast to that provided by
the formal aid tying recommendation data. While
the proportion of aid contracts awarded in OECD
countries, rather than a developing country, has
varied from year to year, on average more than
60% of these contracts have been awarded in
donor countries since 2010.

The formal and informal experience of
individual donor is mixed. With respect to formal
legal untying of bilateral aid, Austria (36% untied in
2015), Greece (15% untied), European Union (62%
untied), Japan (75% untied), and the United States
(56% untied) are outliers from the DAC norm of
above 80%. With respect to informal tying through
the awarding of aid contracts, Canada (83%), the
United Kingdom (96%) and the United States

(96%) were highly skewed towards OECD country
contractors in 2015 (the last year for data).'® As
noted above, increased use of Private Sector
Instruments will likely increase the levels of both
formal and informal tied aid.

F. Measuring Official Resource Flows
for the SDGs

19. Total Official Support for Sustainable
Development (TOSSD) — A flawed new metric.

The current framework for TOSSD is
unclear and deeply flawed. It may include
commercial private sector flows beyond
official flows, which would substantially
undermine donor accountability for official
financing of the SDGs. The establishment
of clear developmental criteria, including
the SDG norm that no one is to be left
behind, is essential for TOSSD's credibility.
These criteria must be transparent and
applied across the different financing
modalities. To date, there is no elaboration
of pillar two for TOSSD - the flow of donor
resources for a broad range of global public
goods, including those related to security
and peacekeeping. Given that TOSSD will
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Chart 18.2
Aid Contract Procurement: Location of primary contracted organization
Percentage of Total Contracts Awarded by the Value of Contracts
Report on the DACUntying Recommendation, Table 5/6; © AidWatch Canada 2018
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include cross-border flows of ODA, there
could be strong political incentives to
substitute TOSSD in donor discourse on
development cooperation, ignoring the
crucial role of ODA for the SDGs. This will
be particularly true for donors with weak
performance on ODA.

As part of the response to the vast scope of
financing required for Agenda 2030, DAC donors
initiated discussionsin 2012 on a new measurement
of development finance. This measure is now
called ‘Total Official Support for Sustainable
Development’ (TOSSD). TOSSD is intended to be
a new international statistical standard within the
Agenda 2030 and SDG framework.

According to the DAC, this metric will purportedly
capture the full array of official development cross-
border flows relevant to sustainable development.
TOSSD is meant to complement ODA, going beyond
dedicated DAC concessional flows to include
other “resources provided through South-South
cooperation, triangular cooperation, multilateral
institutions and emerging and traditional donors.”%*
TOSSD will also include humanitarian assistance
and ODA cross border flows, which essentially
correspond to Country Programmable Aid (see
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section 14). The inclusion of ODA will be a major
incentive for donors to substitute TOSSD for ODA in
public discourse when profiling their commitment
to SDGs. This move away from ODA as the measure
of “aid” will be particularly tempting in the case of
donors with weak performance on ODA alone.

The current working definition for TOSSD is:

“[TOSSD] includes all officially-supported
resource flows to promote sustainable
development in developing countries and to
support development enablers and/or address
global challenges at regional or global levels.”%

The implementation of this definition, particularly
with respect to inclusion of “officially-supported
resource flows,” is moving in seriously worrying
directions. TOSSD will include not only flows
by official agencies, but also by “state-owned
companies and enterprises under government
control” (an addition to attract China to report),
and by “other enterprises under significant
government influence” - a very vague notion. In
relation to the latter, the draft DAC rules suggest
that it will be at “the discretion of the reporter to
determine whether companies under significant
government influence should be included.” Even
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more troubling is that possibility that TOSSD may
also include “private resources mobilized by official
interventions, where a direct causal link between
the official intervention and the private resources
can be demonstrated.”’® How that causal link will
be determined is not elaborated.

Even though the DAC expects to implement TOSSD
in 2019, they are far fromfinalizing a comprehensive
draft proposal for the metric. In particular, to date
there has been no elaboration of pillar two in the
metric - resources that are “development enablers”
and dedicated to “global challenges”.'®” Details on
what constitutes a ‘development enabler’ and the
scope of global challenges will not be elaborated
before September 2018. Pillar two is certain to be
controversial as there is strong possibility that it
will likely be broad and include problematic areas
related to security, peacekeeping and support for
trade and investment.

Direct private capital flows may not be included in the
metric, but published as a parallel set of data on private
sector support for SDGs. While not disputing that the
private sector has an important role in achieving the
SDGs, along with other private stakeholders such as
CSOs, these contributions should be monitored and
measured separately. Given the rationale that drives
large-scale private investment, one focussed on
maximizing profits, the value added of private sector
support for the SDGs needs to be clearly identified and
measured against human rights and development
effectiveness norms.

The reporting of non-concessional flows from
state institutions and donor discretion as to what
it chooses to include presents major challenges.
Such an approach could well create a TOSSD metric
that will only confuse and undermine donors’
accountability, as governments, to the SDGs. There
is great potential that it will lack the rigour to allow
for data to be comparable amongst donors, and
TOSSD, therefore, will have low credibility.

For whom is this metric being developed? To date,
the sole actors have been donors embedded in
the DAC, with a few representatives of partner
country governments on the TOSSD Taskforce.
Consultations with other stakeholders for in-depth
discussions of the issues and the form of the
metric have been perfunctory. CSOs are deeply
concerned that donors are creating a public tool
for themselves that will remove current pressures

to increase levels of ODA to meet the 0.7% target
for poverty-oriented financing for SDGs.'® This
concern is compounded by the measurement of
resource flows leaving donor countries, and not
based on cross-border flows actually received in
developing countries, which could be a meaningful
tool for partner countries.

What are some of the key concerns?

+ Despite the notion that TOSSD resources
must demonstrably promote sustainable
development, it is not clear how this criterion
will be met. Many of the official flows that
providers intend to include - such as loan
and investment guarantees, equity, credit
lines or pooled investment funds - are often
determined purely on commercial grounds.
Establishing some clear developmental
criteria, including the crucial SDG norm
that no one is to be left behind, is essential
for the credibility of TOSSD. These criteria
must be transparent and applied across the
different financing modalities.

+ For flows that will be included, such as those
coming from South-South Cooperation, global
challenges and multilateral organizations,
or alternative finance mechanisms in donor
countries, the scope and terms of these
resource transfers, and their impact on SDG
implementation in developing countries,
are an essential consideration.

- The scope of resource transfers to be
included in TOSSD should be determined
by the access of developing countries to
these resources. Loan and investment
guarantees, for example, may reduce risk
for private sector investors, but seldom
are translated into real demands on the
provider's budget. Such guarantees should
be counted only in cases where these
guarantees are legitimately drawn upon.

- Unlike ODA, there is no requirement for
TOSSD flows to be grants or concessional
loans. Because it is open to many types
of flows, the degree of concessionality
of flows is an essential consideration and
must be transparent. Concessionality
is particularly relevant for both debt-
stressed Least Developed and Low-
Income Countries and many Lower
Middle- Income countries. Providers are
committed to maximizing resources for
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countries least able to achieve the SDGs.
All providers, including those from the
South, should be held accountable to the
ways they address the needs of countries
with limited resources to service debt.

- Whatis to be counted? Inclusion of official
resources for the SDGs within a TOSSD
measure must take into account official
measures that continue to undermine
the achievement of these goals. Loans
should be included on a grant equivalency
for concession loans or on a net basis,
accounting for return flows. Financing
climate change mitigation measures, for
example, need to account for official support
for measures, such as fossil fuel subsidies,
that undermine movement towards a
carbon-free global economy.

- Transparency about the degree of formal
and informal tying to provider country
commercial interests, which may be
inherentin many TOSSD flows, is essential.
Tying of resources undermines developing
country ownership in shaping and
supporting their development priorities.
Currently there are no safeguards in TOSSD
to ensure a focus on recipient-driven
development. How will the metric limit
the inclusion of resources that are mainly
driven by donor foreign policy interests?

The scope for the inclusion of flows “to
support development enablers and/or
address global challenges at regional or
global levels” [TOSSD definition] has not been
defined. Presumably, these flows would relate
to areas of global public goods demonstrably
and directly aligned to the SDGs. However, this
area still is largely undefined and potentially
open to inflated reporting.

As a development resource for the SDGs,
TOSSD resource transfers should be clearly
aligned with the Busan development
effectiveness principles - country
ownership, inclusive partnerships, a focus
on development results, transparency and
mutual accountability. CSOs would add that
such principles must be informed by human
rights standards and norms. TOSSD resource
transfers should be guided and monitored in
relation to these principles. They should be
subject to review by partner country-driven
mutual accountability forums that include
all development stakeholders. Finally, in order
to assess the relevance of TOSSD resources for

development outcomes, it would be important
to disaggregate TOSSD in the GPEDC bi-annual
partner-country monitoring exercise.

In summary, a credible TOSSD metric will be one
that is substantially informed by Agenda 2030,
including the overarching goal of leaving no one
behind. The rules governing the inclusion of
flows should be determined by the application
of strong development criteria. There should be
an exclusive focus on official resources that are
clearly and transparently linked to cross-border
transfers to developing countries. It should exclude
ODA to ensure that it is truly complementary to
ODA and its purposes. Inclusion of transfers for
global public goods should be determined by their
direct relevance to achieving the SDGs. As an
expansive measure of development cooperation,
TOSSD resource transfers should be guided by
development effectiveness principles and human
rights norms, and should be monitored accordingly.

Unfortunately, the current framework for TOSSD is
deeply flawed in several respects. It has not been
confirmed how it will include commercial private
sector flows beyond official flows (perhaps as a
parallel metric). It may be open to substantial donor
discretion, and thereby substantially undermines
clear donor comparability and accountability. No
developmentcriteriahave beenelaborated andthere
is no reference to issues and principles affecting the
effectiveness of development cooperation.

For some donors, especially those with weak
ODA performance, there will be strong political
incentives to use TOSSD in their discourse on
development cooperation. In this scenario, the
international community will surely fail the SDGs,
as substantially increasing ODA is a critical resource
for poverty eradication, gender equality, resilience
to climate change, and the reduction of growing
socio-economic inequality.

G. Other Sources of Development
Cooperation Finance

20. South-South Cooperation — Heavily
concentrated among a few providers

South-South Cooperation (SSC) concessional
finance for development is estimated at
$27.6 billion in 2015/16, down 14% from an
estimate of $32.2 billion for 2013/14. This
decrease is mainly due to declining flows
from Saudi Arabia and China. Almost 75%
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of SSC flows are from Middle East providers
and are directed toward the humanitarian
crises in the region. A growing South-South
sharing of experience and knowledge, which
sometimes takes the form of technical
assistance and exchanges, is probably not
fully captured in the headline amount for
SSC finance

In addition to concessional finance, China
and other BRICs have been developing a
parallel Southern-led financial architecture
in the BRICS New Development Bank
and China’s new Asian Infrastructure
Development Bank. China’s launched its
Belt and Road Initiative (BRI) in 2013 as
a highly ambitious umbrella for Chinese
investment in infrastructure across 65
countries in Asia, the South Pacific, Africa
and Europe. Current projects total more
than $1.8 trillion, but many of these are still
very much in the planning stages.

Concessional South-South Cooperation

South-South Cooperation (SSC) concessional
finance for development declined in 2015/16 by
14% from an estimated $32.2 billion in 2013/14
to an estimated $27.6 billion in 2015/16."%
(Table 20.1) The main reasons for this decline is a
substantial decline in estimated assistance from
Saudi Arabia ($13.6 billion in 2014 to $6.8 billion in
2015) and from China ($3.4 billion in 2014 to $2.3
billion in 2015). The decrease in Chinese aid was
due mainly to the availability of carryover funds
from previous years.!?

Of the $27.6 billion in SSC, $20.3 billion (74%)
is estimated to come from providers in the
Middle East. Much of this aid is allocated to
humanitarian crises in that region. Several
donors have exceeded the UN target of 0.7% of
GNI, including Turkey at 0.95% of GNI and UAE
at 1.31%. These providers are responding to the
wide-spread humanitarian initiatives in the region.
In April 2018, it was announced that Saudi Arabia
and the UAE together were donating $930 million,
a third of the $2.96 billion current UN appeal for
Yemen, This is a conflict characterized by significant
human suffering and humanitarian blockades.
Saudi Arabia and its allies are directly engaged in
the conflict and bear a huge responsibility. They
have been strongly criticized by human rights and
humanitarian organizations.™"

At $3.9 billion, India and China accounted for
14% of SSC in 2015/2016. Much of India’s SSC
is directed to Bhutan and regional partners for
hydro and other infrastructure projects. But in
early 2018, India announced $50 million for a
Commonwealth Window for Least Developed and
Small Island States, augmenting its 2017 $100
million India-UN Development Partnership Fund,
which is managed by the UN Office for South-
South Cooperation.

SSC is approximately 40% of DAC donors
combined Country Programmable Aid and
humanitarian assistance, down from 46% in
2014-15 (Table 20.1). SSC continues to be an
important, albeit modest, resource for achieving
the SDGs. Itsimportance may lie less in the amount
of finance, and more in its expression of solidarity
across developing countries. There is a growing
South-South sharing of experience and knowledge,
which takes the form of technical assistance and
exchanges, but not fully captured in the headline
amount for SSC finance.'"?

SSCis also becoming an increasing factor in climate
finance. In a review of developing countries
Nationally Determined Contributions (NDCs), 15
countries referred to SSC as an important part of
these contributions. Brazil has reported that it is
supporting developing country efforts in forest
monitoring, reforestation and climate resilient
agriculture. Similarly, China is reporting financing
for climate-smart agriculture, low carbon urban
development renewable energy, and disaster risk
reduction. In 2015 China established a South-
South Climate Cooperation Fund."® This new
Fund complements earlier Chinese promises of
new investments of $500 million in its South-
South Cooperation Fund to benefit sustainable
development and respond to humanitarian crises
in developing countries.”™

South-South Cooperation beyond
concessional finance

China’s 15-year investment in government-funded
projects, between 2000 and 2015, could be as
high $354 billion in 140 countries. But only 23%
of this amount would qualify as concessional
aid. By contrast, for the same time period, the US
government spent over $400 billion, but 93% could
be counted as ODA. The top five recipients of China’s
aid during this period were Cuba, Cote d'lvoire,
Ethiopia, Zimbabwe and Cameroon.™®
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Table 20.1 Estimates of South-South Cooperation Concessional Flows for Development (DAG ODA-like flows)

Aid Provider Conc?:fiilclxir;?‘ISAjgiss)tance Notes
a) SSC Providers Reporting to the DAC
United Arab Emirates $4,241 2016 (DAC Table 33a)
Turkey $6,488 2016 (DAC Table 33a)
Russia $1,258 2016 (DAC Table 33a)
Kuwait $1,060 2016 (DAC Table 33a)
Israel $351 2016 (DAC Table 33a)
Chinese Taipei $326 2016 (DAC Table 33a)
Romania $269 2016 (DAC Table 33a)
Nine (9) Other providers $322 2016 (DAC Table 33a)
b) SSC Providers Not Reporting to the DAC
Saudi Arabia $6,758 2015 (DI)
China $2,253 2016 (See Sources)
India $1,600 2015/16 Budget (See Sources)
Qatar $1,400 2016 (Estimate - See Sources)
Brazil $500 2010 (Brazil)
Mexico $251 2013 (D)
South Africa $148 2014
Hungary $156 2015 (DI
Four (4) Other Providers** $175 2014
Total SSC Providers 2015/2016 $27,556 (estimate) $11,952in 2012, $27,325in 2013,

$32,240in 2014/15 (same sources)

Percentage of DAC Real ODA (2016) 23% 26% in 2014-2015
Percentage of DAC Country Programmable Aid,
including Humanitarian Assistance (2016) 40% 46% in 2014-2015

Sources: Providers reporting to the DAC: OECD Dataset DAC1a (2016 current prices);

Providers not reporting to the DAC: OECD DAC Table 33a: Estimates of concessional finance for development (ODA-like
flows) of key providers of development cooperation that do not report to the OECD-DAC, accessed April 2018 at http://www.
oecd.org/development/stats/statisticsonresourceflowstodevelopingcountries.htm; For India, DevEx, “India’s Foreign Aid
Budget: Where is the money going?,” March 9, 2015, accessed April 2018 at https://www.devex.com/news/india-s-2015-
16-foreign-aid-budget-where-the-money-is-going-85666. For China, John Hopkins China-Africa Research Initiative, Chinese
Global Foreign Aid Expenditures, accessed at http://www.sais-cari.org/s/ForeignAid_v2-tfwt.xlsx, April 2018. Qatar is an
estimate based on “Qatar's annual development aid stands at $2bn, says minister,” November 19, 2017, http://www.gulf-
times.com/story/571701/Qatar-s-annual-development-aid-stands-at-2bn-says-, with 70% from government sources. DI
indicates that the source is Development Initiatives, Datahub: http://data.devinit.org.

** The four providers are Chile, Colombia, Costa Rica and Indonesia

Along with the other BRICS (Brazil, Russia, India,
China, and South Africa), China is leading in the
developmentofanew Southern-initiated architecture
for financing development. The BRICS launched
its New Development Bank in July 2015. Base in
Shanghai, its main purpose is to mobilize finance for
infrastructure and sustainable development in the
BRICS. It expects to reach a loan portfolio between
$10 billion to $15 billion by 2021."¢

China also launched an Asian Infrastructure
Development Bank (AIDB) in January 2016, which
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currently has 86 approved member states. Up to
2018, the AIDB had lent about $4.4 billion, with the
expectation that its total multi-year loan portfolio
would grow to between $10 billion and $15 billion
in the coming years. As a point of reference, the
Asia Development Bank lends about $18 billion a
year. Many of its early projects are co-financed
with other finance institutions such as the Asia
Development Bank and the World Bank."” The AIDB
maintains a strong focus on Asian infrastructure
development closely related to China’s One Belt
One Road Initiative.
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In 2013 China launched its Belt and Road Initiative
(BRI), a highly ambitious umbrella for Chinese
investment in infrastructure projects across 65
countries in Asia, the South Pacific, Africa and
Europe. Current projects total more than $1.8
trillion, though many are still very much in the
planning stage. '"® The Initiative is closely linked to
China'sexternalexportstrategyforrail, hydroelectric
power, technology and industrial goods. It has been
suggested that the BRI strengthens China'’s political
influence in the region through the “connectivity
power” of these projects, which are implemented
by the Chinese government and its large state-
directed corporations.’

There is growing concern that several of these
Chinese projects have entrenched “connections”
through high debt loads for recipient countries.
Chinese loans for BRI projects are collateralized
through the project or natural asset investment.
They have already created a debt trap for several
countries (Sri Lanka, Namibia, Laos), where several
large projects proved to be economically unviable.'°

Chinese SSC received mixed reviews from African
CSO representatives polled by the Belgian NGO
11.11.11. While there was great appreciation for
the SSC principles of solidarity, non-interference,
and respect for sovereignty, there were doubts that
these principles actually informed practice. Recipient
countries appreciated cost-effective investments
in infrastructure, telecommunications and access
to scholarships. However, there were significant
concerns about the impact on local economies,
unable to compete with China’'s cheap imports
and exploitative natural resources deals, and often
undermining efforts to improve accountability and
fight corruption.'

Institutionalizing South-South Cooperation
- China’s new aid agency

Increasingly, South-South Cooperation providers
are institutionalizing their SSC within a dedicated
agency of their government. Some providers
have long-standing agencies for this work, such as
Brazil's ABC or TIKA in Turkey. Others, such as India
and South Africa, are in the process of establishing
such an agency. In April 2018 China launched the
State International Development Cooperation
Agency to facilitate and coordinate its international
cooperation efforts, with Wang Xiaotao, an
experienced internationalist, as its first director.

Previously billions of dollars of international
assistance, including concessional finance, were
allocated from several government ministries
without an overarching plan. In future, the Agency
will work under the State Council. It will coordinate
and increase the profile of China assistance
programs, with particular emphasis on overseeing
the implementation of policy and monitoring the
One Belt One Road Initiative. The new Agency will
also better integrate Chinese aid into its foreign
policy objectives. But the actual implementation of
these aid programs will remain with the current line
ministries involved in delivering aid programs.'??

21. Civil Society Organizations — Focused on
poverty reduction and partnerships in LDCs/
LICs, in a deteriorating enabling environment

Including both private and government
funds channelled through CSOs, these
organizations contributed at least
an estimated $52 billion in 2014 in
development cooperation. Ten of the
largest international NGO families
collectively provided approximately $10.5
billion in 2016.

While the value (in 2016 dollars) of ODA
channelled through CSOs by DAC donors
has increased by more than 12% between
2012 and 2016 (from $18.3 billion to $20.6
billion), the actual share of this ODA has
been relatively constant at 17% of Real
ODA. This ODA has been concentrated
(79%) in eight out of twenty-eight donors
-- the United States, the United Kingdom,
the European Union, and Germany, along
with Sweden, Canada, the Netherlands,
and Norway.

CSOs are highly invested in sectors
associated with poverty reduction (68% in
the 12 proxy sectors for reducing poverty)
and are concentrated in LDCs and LICs (52%).

Civil Society Organizations (CSOs) are essential
actorsindevelopmentintheirownright. As peoples’
organizations and agents of democracy, they not
only deliver programming on the ground, they
also monitor human rights and hold governments
and other stakeholders to account. They provide
significant financing for development partnerships.
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Civil Society financing for development

In 2014 (the last year for comprehensive data),
CSOs managed an estimated $52 billion in
development assistance'” including both
privately raised funds and donor resources
channelled through CSOs in OECD DAC countries. A
study of the ten (10) largest international NGOs and
NGO families confirmed that these organizations
raised an estimated $10.5 billion in 2016 (including
both privately-raised funds and government-
channelled funds).”** Comparable revenue figures
for eight of these large NGO families (excluding
ACT Alliance and CARITAS) indicates that their
total revenue increased by 50% between 2006 and
2011, but then fell by 20% from 2011 to 2016, from
$8.7 billion to $7 billion.

While the value (in 2016 dollars) of ODA
channelled through CSOs by DAC donors has
increased by more than 12% between 2012 and
2016 (from $18.3 billion to $20.6 billion), the
share of this ODA has been relatively constant
at 17% of Real ODA. (Chart 21.1)

Donor-funded partnerships with CSOs whereby
they serve as a delivery channel for aid, is
particularly concentrated among several
donors. Four donors together make up close to

two-thirds (62%) of all ODA channelled through
CSOs - the United States (35%), the United
Kingdom (11%), the European Union (10%) and
Germany (6%). Four other donors - Sweden (5%),
Canada (4%), the Netherlands (4%) and Norway
(4%) - provide approximately 17% of their ODA
through CSOs.

In terms of the delivery of ODA with and
through CSOs, certain donors stand out.
Seven (7) donors provide more than 20% of
their Real ODA in CSOs partnerships - Denmark
(20%), the Netherlands (22%), Norway (22%),
the United States (22%), Canada (22%), Ireland
(23%), Sweden (24%), and Switzerland (28%). The
average for all donors is 17%. (Chart 21.2)

In terms of their practices as donors the European
Union and the United Kingdom have strong
commitments to work with and through CSOs.
The uncertainty surrounding Brexit has created
an insecure future for UK CSOs as they draw
considerable resources from the EU for their
work. Similarly, CSOs that work closely with major
governance programs funded by USAID, or are
contracted by the Agency, may be affected by the
potential massive cuts in US aid and changes in aid
priorities by the Trump Administration.

Chart 21.1
Trends in the Value of CSOs as a Delivery Channel for DAC ODA
Billion of Constant 2016 USS$; Real ODA is ODA less In-Donor Refugee and Student Costs, Debt Cancellation and
Loan Interest Repayments; OECD DACCRS+; © AidWatch Canada April 2018
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Priorities in CSO Development Cooperation

As noted earlier (Chart 12.1) CSOs are particularly
focused on sectors that are strongly associated with
priorities for poverty reduction. In 2016, 68% of CSO
sector-allocated ODA focused on the 12 proxy sectors

Chart 21.2

that directly affect the prospects for people living in
poverty (compared to 36% for official donors). CSOs
are more concentrated in the least developed
and low-income countries than DAC bilateral
ODA as a whole, with 52% of ODA for CSOs, and
43% for bilateral ODA in 2016. (Chart 21.3)

CSOs as a Delivery Channel: Selection Donors, Share of Donor Real ODA
Real ODA is ODA less In-Donor Refugee and Student Costs, Debt Cancellation and Loan Interest Repayment
OECD DAC CRS+ © AidWatch Canada April 2018
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Japan 3%
Italy 6%
Germany 8%
Australia 10%
United Kingdom : 12%
Spain 16%
Denmark 19%
Netherlands | 20%
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United States 22%
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Sweden 24%
Switzerland ; ; ; ; ; 28%
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Chart 21.3
Share of ODA to Least Developed and Low Income Countries:
CSO Delivery Channel and DAC Bilateral ODA
ODAEXxcludes debt cancellation; OECD DAC2a & DACCRS+ © AidWatch Canada April 2018
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CSOs have also been strongly involved in the
delivery of humanitarian assistance. Since 2010,
CSO-delivered ODA humanitarian assistance has
averaged 30% of total humanitarian assistance,
not including any privately raised funds for these
purposes.

CSOs have been less involved in the delivery
of climate finance, representing only 5% of total
ODA climate finance from 2010 to 2016, and 15% of
adaptation climate finance.

While many donors have a general commitment
to civil society’s roles as development actors,
this commitment has not been reflected in their
support of women'’s rights organizations. It is true
that allocations to women's rights organizations
have increased since 2011 (see Chart 11.2). But as
a share of total financing to and through CSOs,
this funding is a very small percentage, ranging
between 0.9% and 1.6% of sector-allocated ODA
to and through CSOs." (Chart 21.4)

The OECD DAC collects disaggregated statistics
on ODA finance through different types of CSOs.
While International CSOs have increased their
share of ODA that is channelled to and through
them, the share of Developing Country-Based
CSOs has not changed and stands at a mere 6%
of total CSO finance.'?® (Chart 21.5)

A Deteriorating Enabling Environment for CSOs

Civil society organizations (CSOs) are crucial actors
for achieving progress for Agenda 2030. However,
a global crackdown on civil society is growing more
prevalent in both non-democratic and democratic
countries, in the South and in the North. CIVICUS
reports that as many as 109 countries currently
have closed, repressed or obstructed civic space.
This reality sets a disturbing context for citizen's
participation in local development in which no one
is left behind.™” Along with human rights activists,
women'’s rights promoters, and environmentalists,
civil society organizations are facing increasing
levels of threats of violence and intimidation,
as well as legal and regulatory obstruction or
harassment, in their work with vulnerable and
poor populations.

In recent years, governments across the globe have

implemented a contagion in hundreds of restrictive
laws against CSOs. These actions have ranged
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from onerous legal requirements for registration
and operation to severe restrictions on foreign
funding and limitations on the freedom to peaceful
assembly. There has been widespread repression
of trade unions, indigenous rights organizations,
women'’s rights organizations and other human
rights defenders. Many governments are
indiscriminately using existing laws and regulations
to harass organizations that raise uncomfortable
issues for government.

A free and open civil society is essential in order to
hold governments accountable, and to give voice to
marginalized populations seeking to realize their
rights, regardless of the circumstances.

22. Philanthropic Foundations — Role in
development cooperation growing, but
dominated by the Gates Foundation

Philanthropic Foundations provide an
average of $8 billion in development
cooperation ayear. The Gates Foundation
provides half of these contributions and is
the third largest contributor to the health
and reproductive health sectors.

The role of large philanthropic foundations has
received an increasingly high profile in development
cooperation. From2013t02015an OECD DAC study
of more than 130 foundations documented an
average of $8 billion in philanthropic initiatives
in developing countries.’””® The US-based Bill
and Malinda Gates Foundation dominates this
engagement, providing almost half of the $8 billion
total. In 2016, the Gates Foundation disbursed
$3.7 billion to developing countries, up from $3.0
billion in 2014.

In 2016 the majority of the assistance from
foundations (79%) concentrated on the health and
reproductive health sectors. The $2.7 billion for
these sectors was close to 20% of the total support
provided by all bilateral donors for health and
reproductive rights, with foundations being the
third largest donors. When the Gates Foundation
is removed from the analysis, the top sector is
education, followed by health, government and civil
society, population and reproductive health, and
environmental protection.

Philanthropic foundations allocate most of their
resources (67%) to Middle-Income Countries.
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Chart 21.4
Financing Women's Rights Organizations
as a Share of Total CSO Financing Channel Allocated by Sector
DAG, Aid for Civil Society Organizations, 2015/16, January 2018 © AidWatch Canada May 2018
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According to the study, India, Mexico, China, Brazil
and Turkey were among the top 10 recipients of
foundation funding. These allocations meant that
the distribution by income group puts a strong
emphasis on Upper Middle-Income Countries
(29%) compared to 17% for ODA from donors and
multilateral organizations. The share for LDCs
and LICs was 33% (compared to 44% for ODA).
Foundations allocated 38% to Lower Middle Income
Countries (compared to 28% for ODA).

The study also noted that several developing
countries have a growing domestic philanthropic
sector, with domestic flows representing 83% of
philanthropic finance in Turkey, 60% in Mexico and
35% in China.

23. Domestic Resource Mobilization -
Limited government revenue to invest
in SDGs, with modest donor support for
domestic resource mobilization

Almost all LDCs/LICs and many LMICs have
a per-capita government revenue of less
than $3,000. Revenue per capita in OECD
DAC countries is more than $15,000, which
is five times the revenue capacity of most
developing countries. In countries with
less than $3,000 per capita government
revenue, 59% of the population are living
below the $3.10 a day World Bank poverty
line. Even among UMICs, close to one third
(29%) are living on less than $5.50 a day.

While there is clear scope for increasing
domestic revenue generation in many
developing countries, it is also clear that
these countries will require various levels
of budget support and other forms of
concessional assistance if they are to meet
the SDG targets. Increased levels of ODA
will be essential for many years to come.

Donor support for domestic resource
mobilization is increasing, but in 2016 only
a quarter of this investment (26%) was
made in Least Developed and Low-Income
Countries, where it is most needed.

Per capita revenue available to government

The 2016 Reality of Aid Report ‘s Global Aid Trends
chapter examined the domestic revenue available
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for governments to meet their commitments, across
a range of developing countries.’?® This revenue
included not only expenditures for health and
education and other social and economic support
programs, but also for managing the rule of law,
infrastructure investment, foreign policy, defense
and other legitimate government expenses.

Updating this analysis for 2018, the conclusion
remains the same. Almost all Lower Middle-Income
Countries, Least Developed and Low-Income
Countries have per capita government revenue
of less than $3,000. The comparable per capita
governmentrevenuefor OECD DAC Countriesismore
than $15,000. In OECD countries, social spending by
government has an impact on inequalities. However,
the limited government revenue of most developing
countries leaves little besides spending on broken
health and education systems.'*

This 2018 analysis looks at government revenue and
poverty statistics for 101 developing countries (based
on available data, current at least to 2010), of which
43 were LDCs or LICs, 25 were LMICs, and 33 were
UMICs. The following observations can be made:

* For the 49 countries with less than $3,000 in
per capita revenue (all but one is LDC/LIC or
LMICs), 59% of the population were living on
less than the $3.10 a day poverty line.

« Ofthe 22 countries (out of 25) that are classified
as LMICs, 39% of the population were living on
less than $3.10 a day.

+ Among the 28 UMICs with more than $3,000
per capita government revenue, 29% were
living on incomes of less than $5.50 a day,
the poverty line for these countries as set
by the World Bank. Within this share of the
population consider poor, there was 12% who
were living on less than $3.00 a day.

While there is scope for increased domestic
revenue generation in many developing
countries, increased levels of ODA will be
essential for many years to come, if these gross
inequalities in government capacities to meet
the needs of hundreds of millions of poor and
vulnerable people are to be overcome.

Domestic revenue generation

The World Bank suggests that countries with
tax revenues below 15% of their Gross National
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Product will have difficulty funding “basic state
functions.” They observe that:

“tax revenues in over one-third of IDA
countries (36 percent) and 70 percent of
fragile and conflict-affected countries are
below that threshold, and tax revenues are
lowest in countries where most of the very
poor live."!3!

Domestic resource mobilization in the poorest
countries is falling behind needed expenditures.
A recent IMF report on global economic prospects
concluded,

“while lower commodity prices since 2014
have dragged on revenue in commodity
exporters, the broader pattern across
low-income countries of worsening fiscal
positions suggests that domestic revenue
mobilization efforts have generally fallen
short of rising expenditure requirements.”'32

In Sub-Saharan Africa, where the collection of tax
revenue is weakest, another IMF study pointed
out that the maximum rate of personal income
tax has fallen from 44% to 32% since 2000, while
the collection of indirect value added taxes has
increased substantially.’*?

Many CSOs, including the Reality of Aid network,
have called for donors to support measures of fair
taxation in developing countries, ones which focus
on progressive taxes on assets such as income or
land. These taxes take into account the ability of
taxpayers to pay their share.”* Value-added taxes
are easier to collect, but place a heavy burden
on poor people and the hundreds of millions of
working poor who may live just above the poverty
line. A study of several African countries discovered
that value added taxes are actually contributing to
poverty. In four out of five countries “the net effect
of taxes and transfers is to increase the number
of people living below the World Bank's extreme
poverty line” and in Tanzania “poverty is nearly 20
percent higher due to taxes and transfers.”3>

Donor support for domestic resource mobilization
(DRM) remains modest, but is growing.’™® Gross
disbursements for projects dedicated to DRM
almost doubled, going from $191 million in 2015
to $365 million in 2016. Unfortunately, only a
quarter of this investment (26%) was made in

Least Developed and Low-Income Countries. The
majority - almost 60% - was devoted to Lower
Middle Income Countries.™’

The 2016 Reality of Aid analysis also pointed to the
importance of international initiatives to stem the
flow of illicit capital flight from developing countries
as well as the loss of revenue to developing
countries as a result of “profit sharing techniques”
by transnational companies. The IMF estimates this
to be between $100 billion and $300 billion.™#

H. Conclusions

Inthe face of converging global crises of widespread
poverty, increasing concentrations of wealth
and power, and the prospects of environmental
catastrophe, ODA is a deeply compromised
resource to help realize Agenda 2030. Yet ODA
also remains the only resource, under government
direction, which has the potential to be a catalyst for
truly transformative and collective action. Donor
reforms in policies and practices could give real
priority to measures that directly support poverty
eradication, reduce inequality, and build resilience
to climate change.

Aid effectiveness for Agenda 2030 requires donors
to move beyond short-term commercial and
foreign policy interests that currently drive aid
allocations and partnerships. Aid providers must
return to the reduction of poverty and inequality
as the driving purpose of aid, collaborate in
transformative partnerships towards these ends,
and reform their practices in support of developing
country priorities.

What are some benchmarks and directions that
indicate a determined donor commitment to shape
ODA as an effective resource for the SDGs?

1. Donors must immediately set out specific
fiscal plans to increase concessional Real
Aid volumes to meet the UN ODA target of
0.7% of their GNI. . Realizing this goal would
have produced an additional $200 billion in
2017, which is the order of investment required
to make a difference for poverty eradication.
Without substantial and sustained increases in
aid volume, the urgent demands of increasing
humanitarian crises, which must be met, will
continue to reduce aid resources available for
sustainable long-term development.
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2.
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The policy foundation for aid increases
requires well-defined donor aid strategies
thatfocus ODAonpartnershipsindeveloping
countries, or in global public goods, with a
clear demonstration of a positive impact
on poor and vulnerable populations. These
policies must not only respond to emergency
humanitarian needs. Instead, they must also
give priority attention to long-term structural
changes affecting all dimensions of poverty and
the many expressions of inequality, including
those relating to gender and disability. Such
policies are rooted in an ethic of global
solidarity, working for a sustainable planet and
a meaningful future for all.

Donors must commit to greater ODA
transparency through a reform of current
DAC rules for aid reporting, consistent with
an exclusive focus on public concessional
resources for poverty reduction. Such
reforms require DAC agreement to remove in-
donor refugee and student costs and the full
value of debt cancellation from their reported
ODA. DAC members must also revisit the
expansion of these rules in the area of security
and military training.  Aid is increasingly
being used to backstop donor interests in the
deployment of military in fragile situations
and migration control, their use in anti-terror
security sector reform, and as subsidies to
donor country-based corporations.

Donors must ramp-up resources for climate
mitigation and adaptation finance to
achieve, and hopefully exceed, the $100
billion global climate finance target by
2020 (of which $37 billion is expected to come
from individual donor funding). Resilience and
adaptation to the impact of climate change
is an essential screen for all aid projects. At
the same time, donors must live up to their
commitments in Bali (2007) and Copenhagen
(2009) that climate finance resources are to
be additional to current aid obligations. This
commitment requires that climate resources
be added to donor schedules to achieve the
0.7% ODA target (noted in #1 above). This goal
can only be monitored if there are clear aid and
climate finance targets, or separate funding
mechanisms through which climate finance
can be tracked.

5. Poverty-focused ODA requires particular

attention to overarching country and
gender manifestations of poverty and
inequality:

Donors must address the expressed needs
of Least Developed and Low-Income
Countries by meeting the long-standing
commitment that up to 0.2% of donor GNI
is devoted to LDCs as part of increasing aid
budgets. Meeting this commitment in 2017
would have resulted in more than $90 billion
for partnerships in these countries.

Donors must return to the priority given to
Sub-Saharan Africa in the 2000s, a strategy that
resulted in more than doubling the ODA to that
region over the decade. There is an urgent need
for an emphasis on strengthening the capacities of
Sub-Saharan African partners to address poverty
where 42% of the population are estimated to live
in destitution and extreme poverty.

Donor support for programs focusing
on gender equality, including women's
rights organizations, must be dramatically
increased. Currently, 65% of Real ODA
has no gender equality objectives - this is
untenable. Advancing women's rights and
gender equality are central to making progress
on all of the SDGs. Support for programs
tackling other dimensions of identity-based
inequality, though not currently tracked in DAC
statistics, is also essential in the context of the
SDGs' “leave no-one behind” commitment.

. Donors must tackle quality issues for ODA, including

the implementation of the 2011 development
effectiveness principles that inform the Busan
commitments of the Global Partnership for Effective
Development Cooperation. These includes:

Increase country partner ownership over the
priorities of ODA and other development flows
intended for country development. While this
core development effectiveness principle implies
changes in donor practices at the country level
(see human rights based approaches below),
it also means reversing the declining levels
of Country Programmable Bilateral Aid (CPA)
accessible to country partners.

Strengthen country-led inclusive
mechanisms for policy dialogue and mutual
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accountability for development cooperation
at the country level. Mechanisms should
include an institutionalized review of progress
in donor practices promoting development
effectiveness, ones that are open to a diversity
of development actors, including civil society,
and be fully transparent.

Reverse the trend towards increased use
of loans as a modality in ODA, particularly
for Low-Income and Lower Middle-Income
Countries. There is increasing concern that
debt unsustainability is returning for several of
the poorest countries, particularly in Africa.

Where ODA is partnered with the corporate
private sector, or used to mobilize such
financing (blended finance and DFls), all
stakeholders should be assured that initiatives 1)
are driven by poverty and inequality reduction as
the primary objective; 2) priorities are consistent
with inclusive country-led development strategies;
and 3) all initiatives take account of human rights
standards at all stages. Full transparency is key to
development effectiveness.

Reform technical cooperation (TC) practices
to respect the principle of demand-led
technical cooperation. These reforms imply
country management of TC, avoiding “soft
conditionality”inthe deployment of TC, focusing
on mutually agreed upon capacity development
efforts to transfer skills and knowledge, and be
fully transparent and accountable for the work
of technical assistants in TC programs.

Reverse the trend towards increased tied
aid. Renewed attention to tied aid is urgent,
particularly as there is evidence that informal
tying of aid continues unabated. As donors
consider directing increased levels of aid to
mobilize investment from the corporate private
sector, there is concern that these measures
will lead to more and different forms of tied
aid. Tied aid has long been demonstrated to
increase costs for developing country partners
and lead to inappropriate responses to their
development needs.

Strengthen the effectiveness and
responsiveness of the multilateral system
to issues of poverty eradication and
the reduction of inequality in both the
priorities and delivery of multilateral
ODA. This objective includes not only
increasing core resources under the control

of UN organizations, but also measures to
bring coherence to UN initiatives by reducing
donor-led special funds and/or allowing UN
organizations to direct these funds based on
organizational priorities.

. Donors should strengthen the focus of ODA

for Agenda 2030 by implementing their ODA
through partnerships that have a human
rights-based approach (HRBA).'* While aid
is delivered through a range of instruments
and relationships, the focus of HRBAs is on
ownership of development priorities and
approaches at the country level. Central to
this approach is an understanding of the
unique human rights challenges of poor and
vulnerable populations. HRBA approaches
work with local partners to assess the changing
power dynamics faced by these marginalized
populations. While sectoral priorities for ODA
may not shift with the adoption of a HRBA, their
objectives and implementation may well do so.
Implementation of HRBAs on the part of official
donors requires concerted senior institutional
and political leadership as well as deliberate
efforts to build institutional capacities. The
latter may involve human resource training
and tools to support country programmers.

. Donors must address the shrinking and

closing space for CSOs as development
actors. Civil society in all its diversity is a crucial
actor in advancing country level accountability
as well as direct engagement with communities
affected by poverty and discrimination. The
space for CSOs is closing, particular for human
rights and women's rights advocates, LGBTO
activists and environment activists working
with affected communities. Donors can
support this work through ongoing contact with
vulnerable human rights activists at the country
level. Collectively donors can raise the profile
of relevant issues at the international and
national level. They can also undertake human
rights due diligence in their foreign policy
and support for donor-based corporations’
investments in developing countries. They
can facilitate flexible financial arrangements
for a diversity of CSOs in developing countries
and provide institutional support. They can
help expand the space for engagement with
civil society in international organizations and
multilateral negotiation processes.
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Tel: (880) 8015812; (880) 8016015

Fax: (880) 2-8015811

Email: idrc@proshika.bdonline.com

Website: www.proshika.org



Public Interest Research Centre (PIRC)

142, Maitri Apartments, Plot No. 2, Patparganj, Delhi -
110 092, India

Tel: (91) 11-43036919

Fax: (91) 11-222-4233

SEWALANKA Foundation

# 432 A, 2nd Floor, Colombo Road, Boralesgamuwa,
Sri Lanka

Tel: (94) 773524410; (94) 112545362-5

Fax: (94) 112545166

Email: south@sewalanka.org

Website: www.sewalanka.org

Shan Women's Action Network (SWAN)

PO Box 120 Phrasing Post Office, Chiangmai 50200,
Thailand

Email: charmtong2@yahoo.com; kenneri@
shanwomen.org

Website: www.shanwomen.org

Solidarity for People’s Advocacy Network (SPAN)
Cebu City, Philippines
Email: gigilabra@yahoo.com

South Asian Network for Social and Agricultural
Development (SANSAD)

N-13, Second Floor Green Park Extension New Delhi
India- 110016

Tel: (91) 11-4164 4845

Fax: (91) 11-4175 8845

Website: www.sansad.org.in

Tamil Nadu Women's Forum

Kallaru, Perumuchi Village and Post Arakkonam 631
002, Vellore District, Tamil Nadu, India

Tel: (91) 041421 70702

Email: tnwforum@gmail.com

The NGO Forum on Cambodia

#9-11 Street 476, Toul Tompong, P.O. Box 2295,
Phnom Penh 3, Cambodia

Tel: (855) 23-214 429

Fax: (855) 23- 994 063

Email: ngoforum@ngoforum.org.kh

Website: www.ngoforum.org.kh

Third World Network (TWN)

131 Jalan Macalister, 10400 Penang, Malaysia
Tel: (60) 4 2266728/2266159

Fax: (60) 42264505

Email: twnet@po.jaring.my; twn@igc.apc.org
Website: www.twnside.org.sg

UBINIG (Policy Research for Development
Alternative)

22-13, Khilzee Road, Block # B, Mohammadpur,
Shaymoli, Dhaka 1207, Bangladesh

Tel: (880) 2 81 11465; 2 81 16420

Fax: (880) 2 81 13065

Email: nkrishi@bdmail.net

RoA Members Directory

Vietnam Union of Science & Technology
Associations (VUSTA)

53 Nguyen Du Str. - Ha Noi - Viet Nam

Tel: (84)4 9432206

Fax: (84)4 8227593

Email: nguyenmanh155@gmail.com
Website: www.vusta.vn

Vikas Andhyayan Kendra (VAK)

D-1 Shivdham, 62 Link Road, Malad (West), Mumbai
400 064 India

Tel: (91) 22-2882 2850 / 2889 8662

Fax: (91) 22-2889 8941

Email: vak@bom3.vsnl.net.in

Website: www.vakindia.org

Voices for Interactive Choice and Empowerment
(VOICE)

House #67, 4th floor, Block-Ka, Pisciculture Housing
Society, Shaymoli, Dhaka-1207, Bangladesh

Tel: (880) 2-8158688

Fax: (880) 2-8158688

Email: voice@gmail.com

Website: www.voicebd.org

Wave Foundation

3/11. Block-D, Lalmatia, Dhaka 1207, Bangladesh
Tel: (880) 2-8113383

Email: info@wavefoundation.org

RoA LATIN AMERICA

(SUR) Centro de Estudios Sociales y Educacion
José M. Infante 85, Providencia, Santiago, Chile
Tel: (562)2642406 / 2360470

Fax: (562)2359091

Email: corporacionsur@sitiosur.cl

Website: www.sitiosur.cl

Asociacién Arariwa para la Promocién Técnica-
cultural Andina

Apartado postal 872, Cusco, Peru, Avenida Los Incas
1606, Wanchaq Cusco, Peru

Tel: (5184) 236-6887

Fax: (5184) 236889

Email: arariwa_cusco@terra.com.pe

Website: www.arariwa.org.pe

Asociacién Civil Accién Campesina

Calle Ayuacucho oeste No. 52, Quinta Accidén
Campesina Los Teques, Estado Miranda, Venezuela
Tel: (58 212) 3214795

Fax: (58 212) 321 59 98

Email: accioncampesina@gmail.com

Website: www.accioncampesina.com.ve

Asociacién Latinoamericana de Organizaciones de
Promocion al Desarrollo, A.C.

Benjamin Franklin 186, Col. Escandén, Del. Miguel
Hidalgo, México, D.F. C.P. 11800

Tel: (5255) 52733400
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Fax: (5255) 52733449
Email: info@alop.org.mx
Website: www.alop.org.mx

Asociacién para el Desarrollo de los Pueblos (ADP)
Apartado postal 4627, Managua C.S.T. 5 cuadras al
Sur, 1 1/2; cuadra al Oeste Managua, Nicaragua

Tel: (505) 2281360

Fax: (505)2664878

Email: adp@turbonett.com

Website: www.adp.com.ni

Base, Educaciéon, Comunicacién, Tecnologia
Alternativa (BASE-ECTA)

Avenida Defensores del Chaco, piso 1 San Lorenzo,
Paraguay Codigo Postal 2189 San Lorenzo

Tel: (59521) 576786/ (59521) 580239

Email: basedir@basecta.org.py

Central Ecuatoriana de Servicios Agricolas(CESA)
Apartado postal: 17-16 -0179 C.E.Q. Inglaterra N 3130
y Mariana de Jesus, Quito, Ecuador

Tel: (593 2) 524830/ 2529896

Fax: (5932) 503006

Email: cesa.uio@andinanet.net

Website: www.cesa.org.ec

Centro Andino de Accion Popular (CAAP)
Apartado postal 17-15 - 173 - B Martin de Utreras
733y Selva Alegre Quito, Ecuador

Tel: (5932) 252-763 / 523-262

Fax: (5932) 568-452

Email: caaporg.ec@uio.satnet.net

Website: www.ecuanex.net.ec/caap

Centro Cooperativista Uruguayo (CCU)

Edo. Victor Haedo 2252, CP 11200 Montevideo, Uruguay
Tel: (5982) 4012541 / 4009066 / 4001443

Fax: (5982) 4006735

Email: ccu@ccu.org.uy

Website: www.ccu.org.uy

Centro de Assessoria Multiprofissional (CAMP)
Praca Parobé, 130-90 andar Centro 90030.170, Porto
Alegre - RS Brasil

Tel: (5551) 32126511

Fax: (5551) 32337523

Email: camp@camp.org.br

Website: www.camp.org.br

Centro de Derechos y Desarrollo (CEDAL)
Huayna Capac No 1372, JesUs Maria Lima 11, Peru
Tel: (511) 2055730

Fax: (511) 2055736

Email: cedal@cedal.org.pe / jgl@cedal.org.pe
Website: www.cedal.org.pe

Centro de Educacion Popular (QHANA)

Apartado postal 9989, La Paz, Calle Landaeta No. 522,
La Paz, Bolivia

Email: ghana@caoba.entelnet.bo / lapaz@ghana.org.bo
Website: www.ghana.org.bo
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Centro de Estudios y Promocidn del Desarrollo
(DESCO)

Jr Ledn de la Fuente No. 110, Lima 17, Peru

Tel: (511) 613-8300 a 8307

Fax: (511)613-8308

Email: postmaster@desco.org.pe

Website: www.desco.org.pe

Centro de Investigaciéon y Promocidn del
Campesino (CIPCA)

Pasaje Fabiani No. 2578 Av. 20 de Octubre / Campos
y Pinilla, Casilla 5854, La Paz, Bolivia

Tel: (591 2) 2432272, 22432276

Fax: (5912) 22432269

Email: cipca@cipca.org.bo

Website: www.cipca.org.bo

Centro de Investigaciones (CIUDAD)

Calle Fernando Meneses N24-57 y Av. La Gasca,
Casilla Postal 1708-8311, Quito, Ecuador

Tel: (5932) 2225-198 / 2227-091

Fax: (5932) 2500-322

Email: ciudadinfo@ciudad.org.ec

Website: www.ciudad.org.ec

Centro de Investigaciones y Educacion Popular (CINEP)
Apartado postal 25916, Santafé de Bogota, Carrera
52 No. 33A-08, Bogotd, Colombia

Tel: (571) 2456181

Fax: (571) 2879089

Email: info@cinep.org.co

Website: www.cinep.org.co

Centro Dominicano de Estudios de la Educacién (CEDEE)
Santiago 153, Gazcue (Apdo. Postal 20307) Santo
Domingo, Dominicana, Rep..

Tel: (1809) 6823302; 6882966

Fax: (1 809) 686-8727

Email: cedee@codetel.net.do; cedee@verizon.net.do

Centro Félix Varela (CFV)

Calle 5 No 720 e/ 8 y 10 El Vedado, Ciudad Habana,
Cuba

Tel: (537) 8367731

Fax: (53 7) 8333328

Email: cfv@cfv.org.cu / maritzar@cfv.org.cu
Website: www.cfv.org.cu

Centro Latinoamericano de Economia Humana
(CLAEH)

Zelmar Michelini 1220 11100 Montevideo, Uruguay
Tel: (5982) 9007194

Fax: (5982) 9007194 ext 18

Email: info@claeh.org.uy

Website: www.claeh.org.uy

Centro Operacional de Vivienda y Poblamiento AC
(COPEVI)

Calle Primero de Mayo #151 Col. San Pedro de los
Pinos, Del. Benito Juarez México, D.F. C.P. 03800,
México



Tel: (5255) 55159627 y 4919
Email: copevi@prodigy.net.mx
Website: www.copevi.org

Centro para la Accién Legal en Derechos Humanos
(CALDH)

6°2. Avenida 1-71, Zona 1, Ciudad de Guatemala,
Guatemala

Tel: (502) 2251-0555

Fax: (502) 2230-3470

Email: caldh@caldh.org

Website: www.caldh.org

Centro Peruano de Estudios Sociales (CEPES)
Av. Salaverry No. 818, JesUs Maria, Lima 11, Perd
Tel: (511) 433-6610

Fax: (511) 433-1744

Email: cepes@cepes.org.pe

Website: www.cepes.org.pe

Comision de Accién Social Menonita (CASM)

Barrio Guadalupe 21-22, Calle 3, Av. NE, 2114 San
Pedro Sula, Cortés, Honduras

Tel: (504) 552 9469/70

Fax: (504) 552 0411

Email: direccioncasm@sulanet.net, casm@sulanet.net
Website: www.casm.hn

Coordinacion de ONG y Cooperativas (CONGCOOP)
2a. Calle 16-60 zona 4 de Mixco, Residenciales Valle
del Sol, Edificio Atanasio Tzul, 2do. Nivel Guatemala,
Centro America

Tel: (502) 2432-0966

Fax: (502) 2433-4779

Website: www.congcoop.org.gt

Corporacion de Estudios Sociales y Educacién (SUR)
José M. Infante 85, Providencia, Santiago, Chile

Tel: (56) 2 235 8143; 236 0470

Fax: (56) 2 235-9091

Email: corporacionsur@sitiosur.cl

Website: www.sitiosur.cl

Corporacion Juventudes para el Desarrolloy la
Producciéon (JUNDEP)

Fanor Velasco 27, Santiago, Chile

Tel: (562) 3611314 - 3611316

Email: jundep@jundep.cl

Website: www.jundep.cl

Corporacion Regidn para el Desarrolloy la
Democracia

Apartado postal 67146 Medellin, Calle 55 No. 41-10,
Medellin, Colombia

Tel: (574) 216-6822

Fax: (574) 239-5544

Email: coregion@region.org.co

Website: www.region.org.co

Corporacion Viva la Ciudadania
Calle 54, No. 10-81, piso 7, Bogotd, Colombia
Tel: (57 1) 3480781

RoA Members Directory

Fax: (57 1) 212-0467
Email: director@viva.org.co
Website: www.viva.org.co

Deca-Equipo Pueblo, AC

Apartado postal 113-097 México, D.F., Francisco Field
Jurado No.51, México, D.F. México

Tel: (52 55) 5539 0055 - 5539 0015

Fax: (52 55) 5672 7453

Email: equipopueblo@equipopueblo.org

Website: www.equipopueblo.org.mx

Enlace, Comunicacién y Capacitaciéon, AC (ENLACE)
Benjamin Franklin 186 Col. Escand6n CP 11800,
México, D.F., México

Tel: (52 55) 52733343 - 52734648

Email: direccion@enlacecc.org

Website: www.enlacecc.org

Federacién de Organos para Asistencia Social
Educacional (FASE)

Rua das Palmeiras, 90 Botafogo, 22270-070

Rio de Janeiro, Brasil

Tel: (5521) 25367350

Fax: (5521) 25367379

Email: fase@fase.org.br

Website: www.fase.org.br

Fondo Ecuatoriano Populorum Progressio (FEPP)
Apartado postal 17-110-5202 Quito Calle Mallorca
N24-275 y Corufia, Quito, Ecuador

Tel: (5932) 2520408 - 2529372

Fax: (5932) 250-4978

Email: fepp@fepp.org.ec

Website: www.fepp.org.ec

Fundacién Foro Nacional por Colombia
Carrera 4 A No 27 62 Bogota D.C., Colombia
Tel: (571) 2822550

Fax: (571) 2861299

Email: info@foro.org.co

Website: www.foro.org.co

Fundacién Nacional para el Desarrollo (FUNDE)
Calle Arturo Ambrogi #411 entre 103y 105 Av. Norte,
Col. Escalén, San Salvador, El Salvador, P.O. Box 1774,
Centro de Gobierno

Tel: (503) 22095300

Fax: (503) 22630454

Email: funde@funde.org

Website: www.funde.org

Fundacién para el Desarrollo en Justicia y Paz
(FUNDAPAZ)

Calle Castelli 12, segundo piso “A” (C1031AAB)
Buenos Aires, Argentina

Tel: (5411) 48648587

Fax: (5411) 48616509

Email: buenosaires@fundapaz.org.ar

Website: www.fundapaz.org.ar
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Fundacién Promotora de Vivienda (FUPROVI)
Del costado Norte de la Iglesia de Moravia 700 mts.
Este, 100 mts. Norte, 100 mts. Oeste Moravia, San
José,

Costa Rica

Tel: (506) 2470000

Fax: (506) 2365178

Email: fuprovi@fuprovi.org

Website: www.fuprovi.org

Fundacién Salvadoreia para la Promociény el
Desarrollo Econémico (FUNSALPRODESE)
Apartado postal 1952 Centro de Gobierno, 27 Calle
Poniente y 17 Av. Norte, No. 1434, Colonia Layco, San
Salvador, El Salvador

Tel: (503) 22252722 / 22250414 / 0416

Fax: (503) 22255261

Email: dfunsal@funsalprodese.org.sv

Website: www.funsalprodese.org.sv

Fundacién SES (Latindadd)

Avda de Mayo 1156 2° piso,Ciudad de Buenos Aires.
Argentina

Tel: 54-11-4381-4225/3842

Email: Dir@fundses.org.ar / e-grupo2-latindadd@
fundses.org.ar

Website: www.fundses.org.ar

Fundacién Taller de Iniciativas en Estudios
Rurales (Fundacién Tierra)

Apartado postal 8155, La Paz Calle Hermanos
Manchego No. 2576 La Paz, Bolivia

Tel: (5912) 2430145 - 2432263/2683

Fax: (5912) 211 1216

Email: fundaciontierra@ftierra.org

Website: www.ftierra.org

Grupo Social Centro al Servicio de la Accion
Popular (CESAP)

San Isidro a San José de Avila, final avenida Beralt (al
lado de la Abadia), Edificio Grupo Social CESAP
Caracas, Venezuela

Tel: (58212) 8627423/7182 - 8616458

Fax: (58212) 8627182

Instituto Cooperativo Interamericano (ICl)
Apartado postal 0834-02794, Ciudad de Panama,
Avenida La Pulida, Pueblo Nuevo, Ciudad de Panama,
Panama

Tel: (507) 2246019/ 2240527

Fax: (507) 2215385

Email: icicod@cwpanama.net

Website: www.icipan.org

Instituto de Desarrollo Social y Promocidn
Humana (INDES)

Luis Sdenz Pefia 277, 5to. Piso, oficina 10, 1110
Buenos Aires, Argentina

Tel: (5411) 43726358/ (543752) 435764

Fax: (5411) 43726358/ (543752) 435764

Email: indes@arnet.com.ar indesmisiones@arnet.com.ar
Website: www.indes.org.ar

108

Instituto de Estudos Socioeconomicos (INESC)
SCS quadra 08 Bloco B-50, salas 433/441 Edificio
Venancio 2000, CEP 70333-970 Brasilia - DF, Brasil
Tel: (55 61) 212-0200

Fax: (55 61) 226-8042

Email: protocoloinesc@inesc.org.br

Website: www.inesc.org.br

Instituto de Estudos, Formacao e Assessoria em
Politicas Sociais (Instituto Pélis)

Rua Araujo, 124 Centro, Sao Paulo - SP Brazil

Tel: (55) 11 2174-6800

Fax: (55) 11 2174 6848

Email: polis@polis.org.br

Website: www.polis.org.br

Instituto Hondureiio de Desarrollo Rural (IHDER)
Apartado postal 2214, Tegucigalpa, D.C., Honduras
Colonia Presidente Kennedy, Zona No. 2, Bloque No.
37, casa

#4416, Super Manzana No. 5 Tegucigalpa, Honduras
Tel: (504) 2300927

Email: ihder@amnettgu.com

Juventudes para el Desarrollo y la Produccién
(JUNDEP)

Fanor Velasco 27, Santiago, Chile

Tel: (56) 3611314; 3611321

Email: jundep@jundep.cl; corpjundep@123.cl
Website: www.jundep.cl

La Morada

Purisima 251, Recoleta Santiago, Chile
Tel: (562)732 3728

Fax: (562)732 3728

Email: secretaria@lamorada.cl
Website: www.lamorada.org

Productividad Biosfera Medio Ambiente - Probioma
Equipetrol calle 7 Este No 29 Santa Cruz de la Sierra,
Bolivia

Tel: (591) 2 3431332

Fax: (591) 2 3432098

Email: probioma@probioma.org.bo

Website: www.probioma.org.bo

Programa de Promocién y Desarrollo Social
(PRODESO)

Apartado postal 168, Santiago de Veraguas, Calle 4
Paso de las Tablas, Santiago de Veraguas, Panama
Tel: (507) 998-1994

Fax: 998-6172

Email: prodeso@cwp.net.pa

Website: www.prodeso.org

Proyecto de Desarrollo Santiago-La Salle
(PRODESSA)

Apartado postal 13 B, 01903, Guatemala, Km. 15
Calzada Roosevelt, Zona 7 Guatemala, Guatemala
Tel: (502) 24353911

Fax: (502) 24353913

Email: codireccion@prodessa.net, federico.roncal@



gmail.com, edgargarciatax@yahoo.com.mx
Website: www.prodessa.net

Red Latinoamericana sobre Deuda, Desarollo y
Derechos (LATINDADD)

Jr. Daniel Olaechea 175, Jesus Maria - Peru

Tel: (511) 261 2466

Fax: (511) 261 7619

Email: latindadd@latindadd.org

Website: www.latindadd.org

Servicio de Informacién Mesoamericano sobre
Agricultura Sostenible (SIMAS)

Lugo Rent a Car 1c al lago, Esq. Sur oeste parque El
Carmen, Reparto El Carmen, Managua, Nicaragua
Tel: (505) 22682302

Fax: (505) 22682302

Email: simas@simas.org.ni

Website: www.simas.org.ni

Servicio Ecuménico de Promocién Alternativa
(SEPA)

Apartado postal 23036 Fernando de la Mora Soldado
Ovelar 604 esq. Marcos Riera, Fernando de la Mora,
Paraguay

Tel: (59521) 515-855/ 514365

Email: sepa@sepa.com.py

Servicio Habitacional y de Accién Social (SEHAS)
Bv. del Carmen 680, Villa Siburu (5003) Cérdoba,
Argentina

Tel: (54 351) 480-5031

Fax: (54 351) 489-7541

Email: sehas@sehas.org.ar

Website: www.sehas.org.ar

Servicios para la Educacién Alternativa AC
(EDUCA)

Escuadron 201 #203 Col. Antiguo Aeropuerto,
Oaxaca, México C.P. 68050

Tel: (52 951) 5136023 - (52 951) 5025043
Email: direccibon@educaoaxaca.org

Website: www.edudaoaxaca.org

RoA EUROPEAN OECD COUNTRIES

11.11.11 - Coalition of the Flemish North-South
Movement

Vlasfabriekstraat 11, 1060 Brussels, Belgium

Tel: (32)2536 1113

Fax:(32) 25361910

Email: info@11.be

Website: www.11.be

Action Aid Italy

ActionAid International - via Broggi 19/A - 20129
Milano, Italy

Website: www.actionaid.it

Action Aid UK
Hamlyn House, Macdonald Road, Archway, London

RoA Members Directory

N19 5PG, UK

Tel: (44) 20 7561 7561

Fax: (44) 20 7272 0899

Email: mail@actionaid.org
Website: www.actionaid.org.uk

Alliance Sud

Monbijoustrasse 31, PO Box 6735 CH-3001 Berne,
Switzerland

Tel: (41) 31 390 93 33

Fax: (41) 31 390 93 31

Email: mail@alliancesud.ch

Website: www.alliancesud.ch

British Overseas NGOs for Development (BOND)
Bond Regent's Wharf 8 All Saints Street London N1
9RL, UK

Tel: (44) 20 7520 0252

Fax: (44) 20 7837 4220

Email: bond@bond.org.uk; advocacy@bond.org.uk
Website: www.bond.org.uk

Campagna per la Riforma della Banca (CRBM)
Mondiale (CRBM), via Tommaso da Celano 15, 00179
Rome, Italy

Tel: (39) 06-78 26 855

Fax: (39) 06-78 58 100

Email: info@crbm.org

Website: www.crbm.org

CeSPI - Centro Studi di Politica Internazionale
Via d'Aracoeli 11, 00186 Rome, Italy

Tel: (39) 06 6990630

Fax: (39) 06 6784104

Email: cespi@cespi.it

Website: www.cespi.it

Christoffel-Blindenmission Deutschland e.V.
(CBM)

Christian Blind Germany e.V., Nibelungen Stral3e 124,
64625 Bensheim, Germany

Tel: (49) 6251 131-0

Fax: (49) 6251 131-199

Email: christian.garbe@cbm.org

Website: www.christoffel-blindenmission.de

Concern Worldwide

52-55 Lower Camden Street, Dublin 2 Ireland
Tel: (353) 1 417 7700; (353) 1417 8044

Fax: (353) 1 475 7362

Email: olive.towey@concern.net

Website: www.concern.net

Coordination SUD

14 passage Dubail, 75010 Paris, France
Tel: (33) 144729372

Fax:(33) 144729373

Email: sud@coordinationsud.org
Website: www.coordinationsud.org

Diakonia-Sweden

SE-172 99 Sundbyberg, Stockholm, Sweden
Tel: (46) 8 453 69 00
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Fax: (46) 8 453 69 29
Email: diakonia@diakonia.se
Website: www.diakonia.se

European Network on Debt and Development
(EURODAD)

Rue d’Edimbourg, 18-26 1050 Brussels Belgium
Tel: (32) 2 894 46 40

Fax: (32) 2791 98 09

Email: bellmers@eurodad.org

Website: www.eurodad.org

Eurostep

Eurostep AISBL, Rue Stevin 115, B-1000 Brussels,
Belgium

Tel: (32) 2231 16 59

Fax: (32) 2 230 37 80

Email: admin@eurostep.org

Website: www.eurostep.org

Forum Syd

PO Box 15407, S-104 65 Stockholm, Sweden

Tel: 0046 8-506 371 62

Fax: 46 8 506 370 99

Email: forum.syd@forumsyd.org; maud.johansson@
forumsyd.org

Website: www.forumsyd.org

Global Responsibility Austrian Platform for
Development and Humanitarian Aid
Berggasse 7/11, A-1090 Vienna, Austria

Tel: (43) 1 522 44 22-0

Email: office@globaleverantwortung.at
Website: www.agez.at

IBIS

IBIS Copenhagen, Norrebrogade 68B, 2200
Copenhagen N, Denmark

Tel: (45) 35358788

Fax: (45) 35350696

Email: ibis@ibis.dk

Website: www.ibis.dk

Intermén Oxfam

Calle Alberto Aguilera 15, 28015 Madrid, Spain
Tel: (34) 902 330 331

Email: info@intermonoxfam.org

Website: www.intermonoxfam.org

KEPA

Service Centre for Development Cooperation- KEPA
Elimaenkatu 25-27(5th floor),00510 Helsinki, Finland
Tel: +358 9 584 233

Email: info@kepa.fi

Website: www.kepa.fi

MS Action Aid Denmark

MS ActionAid Denmark Faelledvej 12 2200 Kbh N.,
Denmark

Tel: (45) 7731 0000

Fax: (45) 7731 0101
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Email: ms@ms.dk
Website: www.ms.dk

Networkers South-North

Ullveien 4 (Voksenasen), 0791 Oslo, Norway
Tel: (47) 93039520

Email: mail@networkers.org

Website: www.networkers.org

Norwegian Forum for Environment and
Development (ForUM)

Storgata 11, 0155 Oslo, Norway

Tel: (47) 2301 0300

Fax: (47) 2301 0303

Email: forumfor@forumfor.no; oerstavik@forumfor.no
Website: www.forumfor.no

Novib - Oxfam Netherlands

Mauritskade 9, P.O. Box 30919, 2500 GX The Hague,
The Netherlands

Tel: (31) 70 3421777

Fax: (31) 70 3614461

Email: info@oxfamnovib.nl

Website: www.novib.nl

OEFSE- Austrian Foundation for Development
Research

Berggasse 7, A-1090 Vienna, Austria

Tel: (43)1 317 40 10 - 242

Fax: (43) 13174015

Email: office@oefse.at

Website: www.oefse.at

OIKOS

Rua Visconde Moreira de Rey, 37 Linda-a-Pastora
2790-447 Queijas, Oeiras - Portugal

Tel: (351) 218 823 649; (351) 21 882 3630

Fax: (351) 21 882 3635

Email: oikos.sec@oikos.pt

Website: www.oikos.pt

Terre Des Hommes - Germany

Hilfe fir Kinder in Not RuppenkampstralRe 11a
49084 Osnabrick, Germany Postfach 4126 49031
Osnabriick, Germany

Tel: (0541) 7101 -0

Fax: (0541) 7101 -0

Email: info@tdh.de; gf@tdh.de

Website: www.tdh.de

UK Aid Network (UKAN)

UKAN, Action Aid, Hamyln House, London, N19 5PG, UK
Fax: +44 207 561 7563

Email: advocacy@bond.org.uk

RoA NON-EUROPEAN OECD COUNTRIES

Aid/Watch

19 Eve St Erskineville NSW 2043, Australia
Tel: (61) 2 9557 8944

Fax: (61) 2 9557 9822



Email: info@aidwatch.org.au
Website: www.aidwatch.org.au

AidWatch Canada

69 Poplar Street, Ottawa, Ontario, Canada, K1R 6V3
Tel: (1) 902 538 1429

Fax: (61) 2 9557 9822

Email: brian.t.tomlinson@gmail.com

Australian Council for International Development
(ACFID)

14 Napier Close Deakin Australian Capital Territory
(Canberra) 2600, Australia

Tel: (61) 2 6285 1816

Fax: (61) 2 6285 1720

Email: main@acfid.asn.au

Website: www.acfid.asn.au

Canadian Council for International Cooperation/
Conseil canadien pour la coopération
internationale (CCIC/CCCI)

450 Rideau Street, Suite 200 Ottawa, Ontario, K1N
574, Canada

Tel: (1) 613 241-7007

Fax: (1) 613 241-5302

Email: info@ccic.ca

Website: www.ccic.ca

Council for International Development (CID)
2/F James Smith’s Building cnr. Manners Mall and
Cuba St., Wellington, New Zealand/ PO Box 24 228,
Wellington

6142, New Zealand

Tel: (64) 4 4969615

Fax: (64) 4 4969614

Email: pedram@cid.org.nz

Website: www.cid.org.nz

Friends of the Earth (FOE) Japan

International Environmental NGO, FoE Japan 3-30-8-
1F Ikebukuro Toshima-ku Tokyo 171-0014, Japan
Tel: (81) 3-6907-7217

Fax: (81)3-6907-7219

Email: aid@foejapan.org; finance@foejapan.org
Website: www.foejapan.org

RoA Members Directory

Japan International Volunteer Center (JVC)

6F Maruko Bldg., 1-20-6 Higashiueno, Taito-ku, Tokyo
110-8605 Japan

Tel: (81) 3-3834-2388

Fax: (81) 3-3835-0519

Email: kiyo@ngo-jvc.net; info@ngo-jvc.net

Website: www.ngo-jvc.net

Japan ODA Reform Network-Kyoto

Japanese NGO Center for International
Cooperation (JANIC)

5th Floor Avaco Building, 2-3-18 Nishiwaseda,
Shinjuku-ku, Tokyo 169-0051, Japan

Tel: (81) 3-5292-2911

Fax: (81) 3-5292-2912

Email: global-citizen@janic.org

Website: www.janic.org.en

ODA Watch Korea

(121-894), 4F, Nuvo Bldg. 376-2, Seogyo-dong, Mapo-
gu, Seoul, Korea

Tel: (82) 2-518-0705

Fax: (82) 2-6442-0518

Email: odawatch.korea@gmail.com; odawatch@
naver.com

Website: www.odawatch.net

Pacific Asia Resource Center (PARC)

2, 3F Toyo Bldg., 1-7-11 Kanda-Awaji-cho, Asia
Taiheiyo Shiryo Centre, Chiyoda-ku, Tokyo 101-0063,
Japan

Tel: (81) 3-5209-3455

Fax: (81) 3-5209-3453

Email: office@parc-jp.org

Website: www.parc-jp.org

People’s Solidarity for Participatory Democracy
132 Tongin-Dong, Jongno-Gu,Seoul, 110-043, South of
Korea

Tel: (82) 2 723 5051

Fax: (82) 26919 2004

Email: silverway@pspd.org/ pspdint@pspd.org
Website: www.peoplepower21.org/English
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In September 2015 the UN General Assembly adopted the 2030 Agenda for Sustainable
Development. Member states agreed to a unique Agenda for people, planet and
prosperity, one that recognizes “eradicating poverty in all its forms and dimensions,
including extreme poverty, is the greatest global challenge and an indispensable
requirement for sustainable development.” The question is whether the international
community has provided sufficient and quality resources to realize the Agenda’s vision
and promises.

This 2018 Reality of Aid Global Report examines recent changes in the direction and
prospect for international aid in the context of Agenda 2030, as well as the persistence
of poverty and growing inequalities within and between countries. What role can and
should Official Development Assistance (ODA) play in meeting the financing needs of
Agenda 20307 Is ODA fit for this purpose?

What are the accomplishments to date? Are the current directions in ODA helping or
hindering the realization of Agenda 2030 and the SDGs? These questions are the
reference point for the Report’s thematic chapters and case studies contributed by civil
society activists in the North and the South. Unfortunately, they provide overwhelming
evidence that aid resources are woefully insufficient and often misdirected. They are
increasingly being deployed in ways that exacerbate rather than eradicate poverty.
Instead of following the dictate to ‘leave no one behind,’ aid may be contributing to the
increase, rather than the reduction of inequalities.

ISBN: 978-971-9657-16-3



