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Overview

In September 2015 the international community reached an historic agreement at the United
Nations on Agenda 2030. This Agenda creates a unique and critical opportunity for all -
governments, civil society and the private sector — to focus and deliver on an ambitious set of
Sustainable Development Goals (SDGs). In committing to “leave no one behind” in implementing
this Agenda, developed and developing countries committed to maximize the required financing

to achieving the SDGs over the next 15 years.

The challenge to leave no one behind is considerable. Countries committed not only to eradicate
extreme poverty (destitute people living on less than US$1.90 a day), which still affect more than
15% of the population of developing countries, but also to reduce by half those experiencing real
poverty below domestic poverty lines (living on between US$1.90 and US$3.10 a day), affecting

another 20% of the population of developing countries.

In total, more than 2.1 billion people live in conditions of poverty (often subsiding in the informal
economy, with very limited resources for food, shelter and basic health). Poverty remains wide-
spread. After more than four “development decades,” conditions of poverty (less than US$3.10 a
day) continue to affect two-thirds (67%) of the population of Sub-Saharan Africa, 55% of people
living in South Asia, and close to 20% of the population of China. Another 1.6 billion people are
living just above domestic poverty lines, highly vulnerable to economic or climatic crises, highly
susceptible to major setbacks.

In the absence of deliberate and large-scale efforts to mobilize new financial resources, with major
priority given to targeting conditions of poverty and vulnerability, hundreds of millions of people

are indeed in danger of being left behind.

The international community is expecting a wide range of financing to be devoted to the SDGs.
But in this regard, Official Development Assistance (ODA) is a unique and critical public resource,
which in comparison to other financial flows to developing countries, can be deliberately
programmed to purposes of reducing poverty and inequality.

Unfortunately, analysis by the Reality of Aid Network reveals that in 2016 ODA remains woefully
inadequate to the tasks of contributing to the elimination of extreme poverty and significantly
reduction of other forms of poverty and vulnerability. It is in urgent need of reform to meet the
challenges of the SDGs.
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Quantity and Quality of ODA

>

Aid providers must live up to their commitments to increase ODA volume as a critical
resource for the SDGs. The value of ODA is largely unchanged over the past five years.
At US$127.5 billion in 2015, the value of Real ODA (discounting in-donor refugee and
student costs and debt cancellation) remains largely unchanged since 2010.

If aid providers had met their 2005 Gleneagles G7 Summit commitments, ODA would have
increased by USS$62 billion, over current levels of US$131.6 billion today. Achieving the UN
target of 0.7% of donor Gross National Income (GNI) for ODA would have produced an
additional US$170 billion. With these resources, ODA could truly play a catalytical role in
addressing poverty, inequality and achieving the SDGs. Unfortunately signs indicate a
continued pattern of levelling off of ODA and an increasing diversion of this ODA to
provider self-interests.

Aid providers must improve country ownership for their bilateral aid. Only 53% of
bilateral aid was available to be programmed by developing country partners in 2014.
An essential measure in this regard is to remove eligible in-country donor costs for
refugees from ODA, as currently allowed by DAC rules. Country programmable
bilateral aid has diminished slightly since 2010, but due to an expected explosive grown in
in-country provider refugee costs, it is due to shrink even further. Support for refugees in
provider countries is a moral and legal obligation. But the costs of refugee resettlement
should not be at the expense of people living in poverty in the developing world. A
commitment to country ownership requires full direct country access to bilateral aid
resources devoted to priorities determined by developing country partners.

Aid providers must respect and promote the value of multilateral aid as a resource for a
coordinated approach to financing the SDGs by increasing core contributions and
reducing providers earmarked contributions to the multilateral system.

Earmarked contributions have increased by 93% since 2007, while core financing for
multilateral institutions increased by only 23%. The former modality dramatically
increases transaction costs of multilateral institutions and negates their role in
coordinating financing for developing country-driven development priorities.

Aid providers need to reduce the use of loans in aid disbursements for low-income and
lower middle-income countries to avoid compromising sustainable financing of SDGs in
these countries. Loans as a share in real gross bilateral aid are increasing,
reaching more than 20% in 2014. Loans also make up almost half of disbursements from
the multilateral system. In the context of continued concerns for debt sustainability for
the poorest countries, loans comprised an alarming 30% of total Real Gross ODA in 2014.

Aid providers need to meet urgent humanitarian assistance appeal targets, while
increasing their investment in long-term development and in conflict affected countries.
Humanitarian assistance has increased by 37% since 2010, and as a share in Real ODA
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reached 13.4% in 2014, devoted particularly to Sub-Saharan Africa and the Middle East.
Increased allocations to humanitarian assistance are of course welcomed, but the
demands for humanitarian funding is often the result of past failures in development.
Without increased investment in development and climate change adaptation,
humanitarian emergencies will grow in scale and in impact on human suffering, with poor
and vulnerable people most affected.

» Aid providers must ramp up financing for initiatives strengthening gender equality and
women’s empowerment, including increased support for women’s rights organizations
as drivers for change to achieve SDG-5 on gender equality. Almost 70% of screened
DAC donor bilateral projects in 2014 had no gender equality objectives, in marked contrast
to provider rhetoric about gender equality and women’s empowerment as an essential
condition for making progress in the 2030 Agenda. As a share of the value of all screened
projects, support for women'’s rights organizations is almost invisible at 0.4%.

> All countries must live up to and increase commitments to measures to limit
temperature increases to less than 2° centigrade. Financing for adaptation and
mitigation must be additional to provider commitments to existing and increased ODA.
Governments must agree on a clear definition of climate finance mechanisms and
modalities. Climate finance for Least Developed Countries (LDCs), Low-Income Countries
(LICs) and Lower Middle-Income Countries (LMICs) should be in the form of grants. It is
essential to achieve a balance between mitigation and adaptation in climate finance
priorities. Investment in adaptation in LICs and LMICs is critical, as poor and vulnerable
people will be disproportionately affected by extreme climate events in the coming years.

The OECD DAC has documented approximately USS60 billion in climate finance, with more
than 75% devoted to mitigation, mainly in middle-income countries.

Other Sources of Development Finance

» Domestic Resource Mobilization (DRM) should be given priority in all its aspects,
including recovery of illicit flows, but should not be considered by aid providers as a
substitute for meeting ambitious ODA finance targets. Developing country
revenue is the key public resource for investing in the SDGs and increased domestic
resource mobilization is crucial. However, large gaps will remain in public finances to SDGs
obligations in all developing countries, particularly LDCs, LICs, and LMICs, where per capita
government revenue is less than US$3,000 (compared to US$15,000 for developed
countries). Eight-five (85) countries in all income groups, with less than US$3,000 per
capita government revenue, face huge challenges with poverty levels (US$3.10 a day) of
28% or more. Most improvements in DRM to date are in Upper Middle Income Countries.
Aid providers, in this context, must not abandon Lower Middle-Income Countries as they

also rightly focus on the needs of the poorest countries.
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» Traditional aid providers and South-South providers should seek mutually agreed and
beneficial cooperation, including sharing experience and approaches to addressing
human rights standards for aid and development effectiveness. South-South
Cooperation (SSC) has increased to at least US$32.2 billion (on terms broadly equivalent to
the DAC rules for ODA). But only three donors — Saudi Arabia, United Arab Emirates, and
Turkey — account for 85% of the US$20 billion increase in SSC since 2012. These three
donors and China make up close to 80% of all SSC flows in 2014. China and India,
accounting for approximately USS5 billion in SSC, are the primary providers for SSC
allocations beyond the Middle East. Recorded triangular cooperation to date has been
very modest in amounts of aid involved.

> All development actors, including aid providers and partner country governments, must
maximize their efforts to reverse the shrinking and closing space for CSOs, enabling CSOs
to maximize the impact of their US$70 billion contributions to development, as
independent actors in their own right. ODA from bilateral DAC providers,
through and with CSOs, increased to US$21.6 billion in 2014, which represents 22% of Real
Bilateral Aid in that year. Accurate estimates are difficult, but estimates indicate that
approximately USS48 billion is raised by CSOs annually from private sources. Together
these sources suggest a total annual contribution of CSOs to development and
humanitarian assistance of US$70 billion. CSO-channelled aid, both official and private
sources, was greater than total DAC donor Real Bilateral Aid in 2014 (US$63.6 billion, net
of official bilateral aid channelled through and to CSOs).

» The international community must establish clear benchmarks and criteria, consistent
with development effectiveness principles, for the inclusion of private sector resources
in public/private mechanisms to achieve the SDGs. The current roles and scale of the
private sector as a development actor investing in achieving the SDGs seems somewhat
exaggerated. UNTAD calculates that only USS$35 billion in foreign direct investment (FDI),
outside of China and Hong Kong, was directed to developing countries for material plant
operation (the majority of FDI was for mergers and acquisitions). The OECD DAC records
only $700 million allocated from ODA for public private partnerships (PPPs) in 2014. A
study of US PPPs, not surprisingly, documents that most PPPs were closely related to
existing commercial interests of the business partner. ODA directed to strengthening the
domestic private sector in developing countries, with particular emphasis on small and
medium enterprises and the rural economy, are the more productive avenues to create
livelihood opportunities for poor and vulnerable populations.
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1. Introduction

In September 2015, all member states of the United Nations unanimously adopted Agenda 2030,
creating a unique opportunity for all — governments, civil society, and the private sector —to
deliver on an ambitious set of Sustainable Development Goals (SDGs) over the next 15 years. The
SDGs present both a compelling vision for the planet and its people (“leaving no one behind”) and
significant challenges for their achievement. Chief amongst these challenges is financing, which
some estimate will require morshe than USS$1.5 to USS2.0 trillion from all sources.’ In a world in
which annual productive activities were valued at US$77.8 trillion in 2014,3 this scale of
investment is daunting but certainly feasible, requiring less than 2% of global GDP.

Fully financing the SDGs demands an ambitious global vision to extend and maximize development
finance. It means abandoning 70 years of ‘business as usual’ approaches that have been largely
driven by measures that advanced the narrow interests of the already rich and powerful. A Third
Financing for Development Conference, (Addis Ababa, July 2015), was supposed to set out the
financial underpinnings for delivering the SDGs. Unfortunately its outcome, the Addis Ababa
Action Agenda (AAAA),” failed to break away from ‘business as usual,’ and produced few
commitments towards new funds, nor did it increase existing sources for finance. In the words of

Winnie Byanyimi of Oxfam, “we must all admit that we have failed to finance the SDGs.””

On a more positive note, at the United Nations Climate Change Conference in Paris, December
2015,more than 190 countries agreed to the Paris Agreement on Climate Change.® This historic
and legally binding agreement to limit warming to below two degree Celsius was signed in front of
36,000 delegates and observers. As a universal agreement to reduce greenhouse gas emissions
and address the impact of climate change, in the words of Kumi Naidoo, executive director of

Greenpeace, “the wheel of climate action turn slowly, but in Paris it has turned.”

The challenges are nevertheless immense. As Harjet Singh, Global Lead on Climate Change for
ActionAid, noted, “As climate change continues to worsen and affect millions more, people are
beginning to demand more from their governments and ask for the transformative change to
secure homes, jobs and futures. .... Paris is only the beginning of the journey.”’

An important marker on that journey is climate finance for adaptation and mitigation to ensure
implementation of the agreement, particularly for those on the frontline of climate change.
Countries reiterated a 2008 commitment to US$100 billion in climate finance from all sources by
2020 and agreed to scale up this finance by 2025. The Agreement calls on all parties to mobilize
funds, and “such mobilization of climate finance should represent a progression beyond previous
efforts.” [Article 9, §3] Unfortunately, there is no re-iteration of previous agreements that climate

IN

finance should be “new and additional” to existing commitments to ODA.?2

Agenda 2030 — Transforming our world: the 2030 Agenda for Sustainable Development — calls for a
revitalized and enhanced global partnership, “in a spirit of global solidarity, in particular solidarity

with the poorest and with people in vulnerable situations.” [§39] The means to implement this

5|Page



Agenda requires the mobilization of dedicated domestic resources, international public finance,

multilateral organizations and significant private sector and civil society resources.

The Addis Ababa Action Agenda (AAAA) of the Third International Conference on Financing for
Development (August 2015),

“... supports, complements and helps to contextualize the 2030 Agenda’s means of
implementation targets. It relates to domestic public resources, domestic and
international private business and finance, international development cooperation,
international trade as an engine for development, debt and debt sustainability, addressing
systemic issues and science, technology, innovation and capacity-building, and data,
monitoring and follow-up.” [§62]

While all of these areas of finance will be crucial to the achievement of the SDGs, this chapter
looks more closely at the role of aid providers and international development cooperation.

In this context, ODA providers have stated their willingness to “reaffirm their respective
commitments, including the commitment by many developed countries to achieve the target of
0.7 per cent of gross national income for official development assistance (ODA/GNI) to developing
countries and 0.15 per cent to 0.2 per cent of ODA/GNI to least developed countries.” [§43]

In the AAAA, the global community recognizes shared “common goals and common ambitions to
strengthen international development cooperation and maximize its effectiveness, transparency,
impact and results.” [§50] It re-iterates the importance of all countries meeting their
commitments to increase ODA and acknowledges the EU’s commitment to “the 0.7 per cent of
ODA/GNI target within the time frame of the post-2015 agenda.” [§51] The specific commitments
made in the AAAA with respect to development cooperation can be found in Annex One.

These outcomes were deeply disappointing to many CSO observers. Despite coverage of areas in
urgent need of additional and effective finance, the AAAA only recognizes “that funding from all
sources, including public and private, bilateral and multilateral, as well as alternative sources of
finance, will need to be stepped up for investments in many areas including for low-carbon and
climate resilient development.” [§60]

But the AAAA sets no new targets for public finance; makes no new commitments that can be
monitored; fails to acknowledge previous agreements that climate finance would be additional to
ODA and creates no new measures to strengthen accountability to existing targets.

How ready are current allocations of aid resources and practices in development cooperation to
meet the challenges of Agenda 2030? To examine this question, this chapter picks up from the
2014 Reality of Aid Report, which analysed aid trends in light of commitments to end poverty,
trends in the quantity and allocations of ODA, measures to improve the quality of ODA, and the
financing resources of other actors in an increasingly complex aid architecture.’
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2. ‘Leaving no one behind’ — Trends in Global Poverty

The elaboration of the SDGs in Transforming our world begins with the proposition that
“eradicating poverty in all its forms and dimensions, including extreme poverty, is the greatest
global challenge and an indispensable requirement for sustainable development.” [A/RES/70/1,
Preamble, paragraph 1] The Declaration goes on to commit that “as we embark on this great
collective journey, we pledge that no one will be left behind.” [A/RES/70/1, §4] UN members
elaborated this commitment through 17 goals and specific objectives that are to be achieved by
2030. Moreover, they acknowledge that our world in which billions still live in poverty there also
are “rising inequalities within and among countries ... [with] enormous disparities of opportunity,
wealth and power.” [A/RES/70/1, §14]

A commitment to end global poverty:

Sustainable Development Goal One (SDG-1) has a clear objective: “to end poverty in all its forms
everywhere.” This goal is translated into several specific objectives. By 2030, the global
community has committed to:

* “Eradicate extreme poverty for all people everywhere, currently measured as people living
on less than USS$1.25 a day [in updated 2011 PPP dollars, US$1.90 a day];

¢ “Reduce at least by half the proportion of men, women and children of all ages living in
poverty in all its dimensions according to national definitions [emphasis added]; ...

¢ “Ensure that all men and women, in particular the poor and the vulnerable, have equal
rights to economic resources, as well as access to basic services, ownership and control
over land and other forms of property, inheritance, natural resources, appropriate new
technology and financial services, including Microfinance.” [A/RES/70/1, 15/35]

A commitment to reduce inequalities:

The 2030 Agenda uniquely acknowledges the importance of reducing inequalities, within and
among countries, to achieve the SDGs. SDG-10 calls for the reduction of inequality within and
among countries. It seeks to do so through ten specific objectives, including “progressively
achieve and sustain income growth of the bottom 40 per cent of the population at a rate higher
than the national average.” It calls for countries to “progressively achieve and sustain income
growth of the bottom 40 per cent of the population at a rate higher than the national average.”
[A/RES/70/1, 21/35] SDG-5 focuses on achieving gender equality as an essential foundation for
progress.

Addressing extreme poverty requires substantial progress in the reduction of all forms of
poverty.

The elimination of extreme poverty by 2030 is a necessary and exceptionally important objective,
one that will be a major challenge for the global community in the coming years. However, it
needs to be achieved inside a more holistic approach to poverty.
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The eradication of extreme poverty by 2030 builds on the success of the first Millennium
Development Goal (MDG). It aimed to reduce by 50 percent the proportion of the population
living in extreme poverty by 2015. As the 2014 Reality of Aid Report argued, however, addressing
extreme poverty is only successful inside the context of policies that aim for the reduction and
eventual eradication of conditions affecting the lives of all of those living in poverty, not just those
living on the arbitrary measure of less than $1.25 a day [now updated by the World Bank to $1.90
a day in 2011 dollars].”® Development policy analyst, Andy Sumner, has made the point that very
small changes in the global poverty line can affect many million people living in poverty, including
the scale and location of global poverty.'

Are national definitions of the poverty line, as agreed in SDG1, adequate to achieve significant
reductions in global poverty?

In achieving the SDGs, it is crucial to consider their inter-relationships as well as their overall
impact on people living in poverty. SDGs related to ending hunger (Goal 2), ensuring healthy lives
(Goal 3), guaranteeing inclusive and quality education for all (Goal 4), achieving gender equality
and empowering all women and girls (Goal 6), and ensuring availability of water and sanitation for
all (Goal 7), require a comprehensive approach that addresses the full scope and extent of poverty
throughout the global South. The agreed objective to reduce the proportion of people living in
poverty according to national definitions may be very limiting in this regard, as these lines are

often highly politicized. In fact, the SDG 1 objective may create incentives to keep national
poverty lines at unrealistic low levels in order to achieve this objective.'

Chris Hoy, a researcher with the Overseas Development Institute, has studied national poverty
lines in 59 countries. Of the countries he has examined, the median national poverty line is
USS$1.86 a day (2005 PPP), above USS$1.25 (extreme poverty), but below US$2.00, considered by
many to be the minimal International Poverty Line.** Current average measures of national
poverty lines are highly dependent on the practices of China, India and Indonesia, which are
artificially low and significantly lower cross-country averages. For these three countries, Hoy
points out,

“These countries would have much higher national poverty lines 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 national poverty.”**

Indeed, poverty lines can be set so that many people live just below these lines and then are
miraculously ‘lifted out of poverty’, without much change in their actual life conditions. Sumner
observes that the proportion of people living in extreme poverty in developing countries has
declined from 55% to 15% between 1981 and 2012. But at the same time, those living on an
income between US$1.90 and USS$5.00 increased from 25% to 40% in the same period. The latter
are living in highly precarious conditions where they may slip back into extreme poverty. Only at
USS$10 day is there a measure of security against poverty.”
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Updating the World Bank’s International Poverty Line: What are the metrics for assessing global
poverty?

In 2015, the World Bank launched a revision of its International Poverty Line (IPL). It updated 2005
purchasing power parity (PPP) data to new calculations of 2011 PPP (i.e. the equivalent cost in
2011 dollars of a bundle of goods across all countries). A new IPL of US$1.90 a day was
established, said to be equivalent to $1.25 a day (2005 PPP), and a similar IPL of USS$3.10,
equivalent to US$2.00 a day (2005 PPP). Independent researchers have challenged the
assumptions and credibility of these new IPLs as well as the notion that poverty is measured only
in relation to the cost of a minimum basket of goods.*®

While acknowledging the weakness of these World Bank sanctioned IPLs, they are, unfortunately,
the only comprehensive cross-country measurements of poverty available. And despite their
limitations, World Bank poverty statistics are still an urgent wake-up call for focusing the world’s
attention on the depth of poverty in the majority of developing countries.

Following the trends identified in the 2014 Reality of Aid Report, the analysis below examines the
extent of poverty for the destitute (US$1.90 a day). It stresses the urgent need to address these
conditions as well as the fact that the global community must take into account trends for real
poverty measured at US$3.10 (2011 PPP). It must also be recognized that many more millions of
people live on the margins of poverty, particularly in middle-income countries. A measure of this
vulnerability is the number of people living on between US$3.10 and USS$6.00 a day at 2011 PPP
(approximate equivalent to US$4.00 in 2005 PPP).Y” Measures to address inequalities (SDG-10)
must target this population among those in the bottom 40%.
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2.1 The Extent and Depth of Poverty

a) Extreme Poverty - US$1.90 a day (formerly US$1.25 a day 2005 PPP)

Chart 1: Percentage of Population Living in Extreme Poverty

Percentage of Population Living in Extreme Poverty
on less than $1.90 a day (formerly $1.25 a day)
Sources: World Bank Povcalnet (2011 PPP); UNDP Human Development Report Annual Population
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Extreme poverty includes those people living in destitution, at the very edge of subsistence,
characterized by severe deprivation of the basics of life (food, water and sanitation, shelter and
access to healthcare).

Conditions of extreme poverty continue to affect at least 15% of the population of developing
countries.

According to the World Bank poverty statistics, 898 million people continue to live in extreme
destitution in developing countries. This represents a substantial drop of 45%, down from 1,645
million people in 2002.

In 2012, the Bank estimated that 15% of the population in developing countries lived in severe
poverty, a level that does not meet even the basic human needs for food, health and shelter. As
indicated in Chart1, the majority of extremely poor people are concentrated in Sub-Saharan Africa
where 43% of people are living on less than $1.90 a day and South Asia (19%). More than 40% of
the population of these two regions live in these conditions of absolute destitution.

China has had a major impact on the reduction in extreme poverty from 2000 to 2015.

It is important to note that changes in China have had a substantial impact on these statistics on
extreme poverty. For example, comparing 2002 with 2012, more than half (55%) of people who
are no longer living on $1.90 a day are Chinese. Over this decade, the number of people in China
living in this condition declined by 410 million. Generally, the segments of China’s population who
continued to live in extreme poverty as of 2012 were subsisting in rural areas.
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Extreme poverty is concentrated in politically fragile and vulnerable countries.

In other parts of the world, extreme poverty tends to be concentrated in politically fragile and/or
environmentally vulnerable countries. Twenty-two percent (22%) of extreme poverty is located in
politically fragile countries and half of those living in extreme poverty are found in countries that
are considered to be environmentally vulnerable.'® Given these conditions, reaching these people
may present major challenges, compared to progress that was achieved for the MDGs.

b) Conditions of poverty — US$3.10 a day (formerly US$2.00 a day 2005 PPP)

Chart 2: Percentage of Population Living in Real Poverty

Percentage of Population Living in Real Poverty

on less than $3.10 a day (formerly $2.00 a day)
Sources: World Bank Povcalnet (2011 PPP); UNDP Human Development Report Annual Population
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More than 35% of the population of developing countries live in conditions of real poverty.

According to World Bank statistics, 2,100,000,000 people, or 35% of the population of developing
countries, live on less than US$3.10 a day. While not officially considered destitute, those living on
daily incomes of between US$1.90 a day and USS$3.10 a day, are very poor. Costs for food and
shelter mean there is little left over for health care or basic education of their children.

Real poverty is wide-spread across almost all developing countries and is a key challenge in
realizing the SDGs.

As Chart 2 indicates, in 2012 more than half the people of South Asia and two-thirds of the people
of Sub-Saharan Africa were living in conditions of real poverty. While only 6% of the population of
Latin America and the Caribbean lived on less than US$1.90 a day, 12% of the population, or 72
million people, existed on less than $3.10 a day, a poverty line considered to be very low, given the
cost of basic goods. In Asia, nearly 20% of the population of China lives on an income of below
USS$3.10 a day, with 170 million people living on an income between $1.90 a day and $3.10 a day.

11 |Page



Poverty remains pervasive across the developing world, and it remains the key challenge in
realizing the SDGs. Sixty-two of the 128 countries with World Bank poverty statistics report
poverty levels at $3.10 a day for more than 25% of their population. Two-thirds (41) of these 62
countries (the majority in Sub-Saharan Africa) have poverty levels higher than 50%. So while there
has been substantial progress over the past decade in the reduction of poverty, particularly in East
Asia and the Pacific, much greater effort will be required to achieve the ambitious Agenda 2030.

c) Vulnerability to Poverty — US$6.00 a day (approximately $4.00 a day 2005 PPP)

Chart 3: Percentage of Population Vulnerable to Poverty

Percentage of Population Vulnerable to Poverty

and Living in Poverty ($6.00 a day 2011 PPP)
Source: World Bank Povcalnet (2011 PPP), April 2016
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Almost two-thirds of the population of developing countries (62%) are living in poverty or are
still highly vulnerable to poverty.

While the modest gains of the MDGs are important, they remain highly susceptible to setbacks.
The vast majority of the population (62% or 3,750 million people) in the developing world are
living in conditions of poverty or are highly vulnerable to poverty. Approximately 1.6 billion
people are in danger of slipping back into poverty as they are living just above the US$3.10 poverty
line. In many countries without social safety nets these people eke out a living inside an informal
and uncertain economy, with a high degree of vulnerability against unexpected economic, climatic
or household shocks. The poor and near poor constitute almost all the population of Sub-Saharan
Africa and South Asia. In China, they make up 50% of the population, despite its remarkable
economic successes over the past decade.

Subsequent sections will locate these poor and near poor geographically and examine the financial
capacities of governments in the South to meet their SDG commitments in the context of

widespread and deep poverty.
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d) Depth of Poverty

The depth of poverty affects the level of effort needed to overcome these conditions.

An important measure of poverty is the “poverty gap ratio” which was developed by the UN as an
indicator for the MDG1. This ratio, expressed as a percentage of the poverty line, is the average
level below the poverty line for all those living below this line. For example, two countries may
have the same number of people living below a given poverty line; however, in one country the
average level of income below this line may be much lower. In practice this may mean that it will
take much more effort for this population to rise above the poverty line.*

Sub Saharan Africa is the region where the depth of extreme poverty is the greatest.

In 2012, for extreme poverty (USS1.90 a day 2011 PPP), the average poverty gap ratio for all
developing countries was 3.7%. . For Sub-Saharan Africa this poverty gap ratio was much deeper at
16.5%, compared to 3.7% for South Asia. These two regions had the highest proportion of the
population living in these conditions.

In certain countries in Sub-Saharan Africa the depth of poverty is extreme: Burundi (32%), DRC
(39%), Haiti (29%), Lesotho (30%), Madagascar (41%), Malawi (33%), Micronesia (27%),
Mozambique (27%) and Zambia (30%).%° In these countries, with a 30% poverty gap ratio, the
extremely poor are living, on average, at a much deeper level of destitution, at approximately
USS$1.33 a day.

The depth of poverty is more challenging at a poverty measure of $3.10 a day.

For the broader measure of poverty (US$3.10 a day, 2011 PPP), the depth of poverty is more
widespread. At this poverty line in 2012, there were 29 countries with a poverty gap ratio of more
than 25% (concentrated in Africa, but from all regions). There were four African countries with a
ratio greater than 50%.

The depth of poverty will affect the pace of poverty reduction, with Sub-Saharan Africa facing the
greatest challenge in ending extreme poverty by 2030. According to Development Initiatives, the
sub-continent has 32 of the 33 countries with the greatest depth of extreme poverty and has seen
the slowest progress to reduce poverty over the past decade.”’ While the numbers of extremely
poor people in East Asia and South Asia are less than Sub-Saharan Africa, particularly in East Asia,
there are additional challenges relating to the fact that the vast majority live in countries that are
politically fragile and/or environmentally vulnerable.
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3. Mobilizing Aid Resources for the SDGs

3.1 Official Development Assistance (ODA) as a crucial resource for the SDGs

“ODA providers reaffirm their respective ODA commitments, including the
commitment by many developed countries to achieve the target of 0.7 per cent
of ODA/GNI and 0.15 to 0.20 per cent of ODA/GNI to least developed countries.”
[AAAA, §51]

The ambition of the SDGs, the broad scope of poverty across all developing countries, and growing
inequality, demand concerted ‘game-changing’ measures to maximize the resources needed to
realize Agenda 2030. Dramatic increases in targeted international concessional public finance to
complement domestic finance will be essential if the barriers and conditions perpetuating poverty
and inequality are to be overcome.

In Transforming our world, UN member states agreed to

“ensure significant mobilization of resources from a variety of sources,
including through enhanced development cooperation, in order to provide
adequate and predictable means for developing countries, in particular
least developed countries, to implement programmes and policies to end
poverty in all its dimensions.”

But are current aid resources, policies and practices on track to ramp up these resources, in ways
that target poverty and inequality?

ODA will continue to be a relevant and essential resource for achieving the SDGs.

It is often said that the importance of Official Development Assistance (ODA) for achieving the
SDGs is fading as the amount of ODA pales in comparison to the supposed growth in “resources
from a variety of sources.” The latter include increased domestic resource mobilization in
developing countries, growing resources from South-South Cooperation (SSC) aid providers and an
expanding role for the private sector as a development actor. There is no question that such
sources deserve attention, particularly in assessing and maximizing areas that demonstrably
reduce poverty and inequality. But in any resourcing scenario, substantial scaling-up of
development cooperation is crucial.

The modest measures to enhance development cooperation in the AAAA were discouraging and
incommensurate with the ambition of Agenda 2030. Further, there is ample evidence that aid has
not measured up as a resource dedicated to poverty reduction. ODA, which remain the main
channel for development cooperation assistance, nevertheless is essential as a resource and public
policy instrument dedicated to advance many of the SDGs. Why is this so?
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ODA is a unique financial resource, whose importance for the SDGs should not be diminished or
brushed aside as irrelevant.

ODA'’s potential contribution should be determined, not by a comparison to other financial flows
to developing countries, such as those from the private sector, but by its characteristics as a
dedicated resource for development shaped by public policy choices (Box One). Clearly, these
potential characteristics have not fully realized to date. This chapter analyzes the current realities
for ODA in areas that must be addressed by policy makers if ODA is to realize its potential as a
resource in the realization of the SDGs.

Box One:
ODA as a Unique Resource for Achieving the SDGs

1. Sizable resource flow While clearly inadequate, ODA at USS$137 billion is still a major financial
resource. Its value has increased 33% since 2005. While it has not increased in value since 2010,
neither has it shrunk.

2. Purpose determined by public policy Distinct from other financial flows, ODA can be fully devoted to
the purposes of reduction of poverty and inequality. Its priorities and modalities are exclusively a public
policy choice. Other resources flows may be important for achieving the SDGs, but they 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.

3. Aflexible resource ODA can be a flexible resource, available to development actors in ways that are
responding to country-level SDG strategies, and evolving understandings of the complex conditions for
making development progress for poor and vulnerable populations.

4. Catalyst in support of country-owned development As a flexible resource, in coordination with
other aid providers and partner countries, ODA can and should be programmed as a catalyst to unique
country-led and country-owned development strategies.

5. Predictable funding for long-term initiatives Again, as a public policy choice, ODA has the potential
to contribute in ways that provide predictable resources for long-term development initiatives. This is
essential to achieve real change in uncertain and complex socio-economic realities.

6. A key resource for multilateral institutions and CSOs ODA is a primary and crucial source of finance
for the multilateral system. It disbursed USS$63 billion in 2014 to multilateral organizations for
developing countries (US$43 billion in core contributions). It is a crucial contributor to CSOs as
independent development actors (USS$22 billion in 2014), which in turn have raised an estimated US$48
billion in private funds for development cooperation (see section 6.2 below).

7. Reaching marginalized communities and key policy objectives (e.g. gender equality) Working with a
range of development actors, and in particular civil society, ODA is a unique resource that can be
targeted to marginalized communities. It can address crucial areas such as gender equality or
democratic governance, which other flows for the most part cannot do.

8. An accountable resource As a public resource, with appropriate levels of transparency, it is currently
the only development flow whose impact may be traceable. As well, citizens and parliaments can hold
its policies, practices and allocations accountable through legislation and other democratic means.
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3.2 Trends in the Level of Official Development Assistance since 2000

This section examines three trends in ODA since 2000: 1) recent trends in annual DAC ODA flows,

2) the comparative performance of DAC donors and 3) the prognosis for DAC ODA in the next few

years.

a) Current levels of ODA

Chart 4: Total DAC Official Development Assistance, 2000 to 2015
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Chart 5: The Value of Total DAC Official Development Assistance, 2000 to 2015
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Highlights

In 2015 ODA declined by US$5.6 billion in current dollars.

In 2015, ODA was USS$S131.6 billion, down 4% from US$137.2 billion in 2014 (Chart 4). However,
because of the changes in the value of the US dollar, the equivalent value of ODA in 2015 (in 2014

dollars) increased to US$146.7 billion, an increase of 6.9% (Chart 5). While this increase in value is
notable, developing countries in reality had available only US$131.6 billion in ODA in 2015.

The value ODA (in 2014 dollars) has increased considerably since 2000, but has registered only a
modest growth since 2010.

The value of ODA (in 2014 dollars) has grown considerably since 2000 - by 82.5%. In the past ten
years (since 2005) it has increased by only 14.3%. In the past five years, the value of ODA has
increased by even less — 8.7%. Nevertheless, ODA continues to be a very significant financial flow
for development and humanitarian purposes.

In 2015, five donors contributed almost two-thirds of ODA.

Five donors— France, Germany, Japan, the UK and the US — contributed a total of US$86.1 billion in
ODA (at current prices) in 2015. This amounted to 62% of total ODA for that year. The policies and
trends of these five donors have a profound impact on overall ODA trends and future directions.

If donors had lived up to the UN ODA goal of 0.7% of Gross National Income (GNI), ODA would
have been US$302 billion in 2015.

ODA remains below 50% of the UN designated target for ODA (i.e. 0.7% of GNI). If all donors had
lived up to this goal there would have been $302 billion in aid resources in 2015 (or US$327.8 in
2014 dollars). With USS$170 billion in additional ODA, ODA would truly play a catalytic role in
addressing poverty, inequality and achieving the SDGs.

b) Trends in Real ODA since 2000

The truth is that US$131.6 billion in ODA was not actually available to developing countries in
2015.

As many civil society and academic observers have pointed out, the rules established by the DAC
permit the inclusion in ODA of several expenditures that do not reach developing countries. These
expenditures include the costs of refugees in the donor country for their first year, institutional
costs for students from developing countries studying in the donor country, and the full value of
debt cancellation in the year that it is cancelled. While these are legitimate expenditures, they do
not belong in ODA, whose purpose is resource flows for people living in poverty in developing
countries. Moreover, while donors must deduct from ODA any principal repaid that year on
previous ODA loans, they do not include the interest paid by the recipient country.
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Real ODA therefore also subtracts these expenditures and interest payments from bilateral ODA.
Removing these disbursements, imputed costs and interest payments provides a more accurate
picture of the trends for what Reality of Aid has termed “Real ODA,” a resource that is actually
spent on development cooperation.

Chart 6 provides the trend since 2000 in the value of Real ODA in constant 2014 dollars, in
comparison with the figures shown in Chart 5.

Chart 6: Trends in Real ODA, 2000 to 2015, Constant 2014 Dollars

Trends in Real ODA, 2000 to 2015, Constant 2014 Dollars
Real ODA is ODA less debt cancellation, in-donor country refugee and student costs, and
interest payments on previous loans
Source: OECD Datatset DAC1a and DAC2a (2015 author estimate), April 2016
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Real ODA for 2015 (in 2014 dollars) was only 2.4% higher than in 2014, in contrast to the 6.9%
recorded by the DAC.

Almost all the 2015 increases in the value of ODA was the result of in-donor expenditures for
refugees, students and debt cancellation. When these are removed, Real ODA in 2014 dollars is
USS$127.5 billion, not US$146.7 billion.

In effect, developing countries had no more ODA resources available to them (in value terms) in
2015 than they did in 2010. The substantial increases in Real ODA took place before 2010.

The value of Real ODA increased significantly from 2000 to 2015, by more than 80%. However, a
considerable proportion of this increase took place between 2000 and 2010 (73% increase). In the
last five years (since 2010), Real ODA increased by less than 5%, from US$121.6 billion to US$127.5
billion in 2015.
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c) The Generosity of Donors: Trends in the ODA Performance Ratio

With the UN ODA target of 0.7% of GNI as a benchmark, the donor members of the OECD
Development Assistance Committee (DAC) have agreed to compare their relative performance as
aid providers in terms of the percentage of ODA to GNI.

Chart 7: DAC ODA Performance Ratio: ODA and Real ODA

DAC ODA Performance Ratio: ODA & Real ODA
as Percentage of DAC Gross National Income, 2000 to 2015

Real ODA: Actual ODA less refugees & students in donor countries, debt cancellation,
interest paid to donors
Source: OECD Dataset DAC1 and DAC2a, April 2016
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At 0.30% of donor GNI, ODA performance in 2015 showed no improvement between 2013 and
2015. But Real ODA performance declined in 2015 to 0.26% from 0.27% the previous year.

ODA performance for all DAC donors was only 0.30% in 2015, unchanged from 2014 and 2013. At
0.26% in 2015, Real ODA performance declined from a high of 0.28% in 2010. It is a mere two-
fifths of the 0.7% UN target for ODA. (See Chart 7)

Average DAC member performance has been decreasing since 2010.

The average country effort is the median performance ratio among the DAC donors. In 2010 the
average country effort reached 0.50% of GNI, driven by donors that increased their ODA between
2005 and 2010. The average country effort in 2010 had improved considerably from 2004, when it
was 0.42%. But by 2014 this measure had declined to 0.46% for these 22 DAC donors in 2004. It
increased to 0.48% in 2015, but only due to very large in-donor expenditures on refugees in key
European donor countries in 2015 (see below).

Real ODA Performance has essentially stagnated since 2005.
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Improvements in Real ODA performance have stagnated since 2005. Real ODA performance
improved marginally between 2005 and 2010, when it reached 0.28%, but declined each year after
this high. As noted above, this performance is far below the UN target of 0.70%.

There were six donors in 2015 in the 0.7% club, but only five when in-donor refugee costs were
discounted.

In 2015, there were six aid providers that met the UN target — the UK (0.71%), Denmark (0.85%),
Luxembourg (0.93%), Norway (1.05%), Sweden (1.40%) and the Netherlands (0.76%). The
Netherlands, historically a 0.7% donor, has been reducing its ODA since 2011 and in 2014 reported
a ratio of 0.64%. The move back into the 0.7% donor club for the Netherlands in 2015 was
because of large increases in refugee expenditures. If these expenditures are factored out, there
were really only five 0.7% donors, as indicated in Table One. These five 0.7% donors collectively
provided a small proportion of Real ODA - US$29.3 billion - or just over 25% of total DAC Real ODA
in 2015.

Table One: 0.7% Donor “Club” in 2015

Donor ODA Performance Real ODA Performance
Denmark 0.85% 0.72%
Luxembourg 0.93% 0.93%

Norway 1.05% 0.93%
Sweden 1.40% 0.93%
United Kingdom 0.71% 0.70%
The Netherlands 0.76% 0.58%

Real ODA is ODA less debt cancellation, in-donor country refugee and student costs, and interest

payments on previous debt.
d) Missed Commitments: What directions for future DAC ODA flows?

Recently some commentators have speculated that ODA is a tired concept. They maintain that it
has been in decline and is in urgent need of “modernization” to make it relevant to the financing
needs of the SDGs. In response to this criticism, it must be recognized that while aid has not
declined significantly since 2010, neither has it met the expectations created at the 2005
Gleneagles G7 Summit in the UK “to end poverty.”

If donors had lived up to commitments made at the 2005 G7 Summit, there would be $62 billion
in additional ODA available today.

Following the Gleneagles G7 Summit, donors made ambitious commitments to increase their ODA
performance by 2010 and 2015. The DAC documented these commitments in 2008.% If the
promises made by donors (including President Obama in his first term of office) had been met,
ODA in 2015 would have been at least USS194 billion. This would have meant that there would
have been USS$62 billion more ODA — an increase of 47%.%
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This additional US$62 billion would have been tangible proof that DAC donors were committed to
and ready to invest in the SDGs, irrespective of domestic economic challenges.

The UK increased their ODA to meet their commitment to 0.7% (with three other EU members
already at 0.7%).

Nine EU member states (all were members prior to 2002) agreed that they would reach the 0.7%
by 2015, including those who were already 0.7% donors. Only the UK achieved this target, and the
Netherlands, formerly a 0.7% donor, saw its aid performance fall to a low of 0.64% in 2014 (see
above). Other EU members promised to reach at least 0.51% by 2010.

Despite a strong rhetoric, there is an absence of firm commitments to increase ODA to meet
Agenda 2030.

At the Addis Financing for Development Conference (July 2015), the EU limited its commitments to
achieving the 0.7% target by 2030, with the proviso “taking into consideration budget
circumstance.” Newer member states have a target of 0.33% of their GNI.>* While these targets
are stretched over a long timeframe, they can be contrasted to other DAC donors that have not
set any new aid targets for themselves.

Despite significant cuts by some donors, forward projections of ODA indicate that Real ODA will
continue at more or less existing levels, due to ODA increases planned by the large providers -
Germany and France.

The OECD DAC releases an annual survey of forward projections for its members’ bilateral aid. The
2015 review suggests that aid will continue at the same level from 2015 until 2018, with some
small fluctuations.”

Similarly, a review of current information from CSOs, government, and media reports on DAC
donor ODA budget plans reveal that several large donors are expected to increase their ODA,
particularly Germany and France. (See the review of expected trends in Annex Two.) Among the
18 DAC donors that were reviewed, 11 increased their ODA between 2014 and 2015, even when
in-country refugee costs were excluded.

Looking to the future, it is expected that at least 10 donors will increase their ODA contributions
beyond 2015. These 10 donors made up 58% of ODA in 2015. The outlook for the United States
(contributing 23.6% of ODA in 2015) remains uncertain, but current projections suggest a small
decrease. Reversing this decrease would substantially affect total ODA available for the SDGs in
coming years.
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3.3 Trends in Bilateral Aid Allocations

Bilateral ODA has remained constant at 70% of ODA since 2000.

Bilateral ODA, which is development assistance delivered directly from the aid provider to the
recipient government of a partner country, has averaged a constant 70% of ODA for the past 15
years. In 2015, bilateral assistance amounted to US$94.4 billion, just over 70% of ODA in that
year. Real bilateral ODA, when refugees, students and debt are removed, has been approximately
two-thirds of total Real ODA since 2005.

Only 53% of 2014’s bilateral aid was available for programming, under developing country
ownership.

Both Transforming our world and the AAAA stress the importance of “country ownership” where
developing country actors determine the priorities and most effective strategies for realizing the
SDGs. Country ownership has been a guiding principle for aid effectiveness since the Paris High
Level Forum in 2005. Bilateral aid is a key source for financing these strategies. But how much
bilateral aid is actually available to be programmed by developing country partners? The DAC has

developed a measure of “country programmable aid (CPA).”*®

CPA represents the proportion of
bilateral aid disbursements where partner country partners can have a significant say in defining

the priorities for its use.

Chart 8: Changing Value of Country Programmable Aid (CPA)
as a percentage of Gross Bilateral ODA

Changing Value of Country Programmable Aid (CPA)

and as a Percentage of Gross Bilateral ODA
Billions of Constant 2013 US Dollars
Source: OECD Dataset DAC1; OECD Dataset Country Programable Aid (CPA) March 2016
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In 2014 only 53% of Gross Bilateral ODA, or USS57 billion, was actually available to developing
countries to program according to their country priorities. Chart 8 indicates that CPA has been
stagnant and falling slightly since 2010. Another important issue is that this amount is only
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potentially available to developing country partners. The DAC’s CPA calculations included all
donor free-standing technical assistance, the majority of which is donor driven. So, at a realistic
discount of 80% of the value of technical assistance as probably donor driven, the resulting
bilateral aid available to developing country partners in 2014 was USS$44.7 billion, less than half
(41%) of Gross Bilateral ODA for that year.

There has been an explosive growth in donor country refugee expenditures.

In-country donor expenditures make up a growing part of bilateral ODA that is discounted in the
estimation of country programmable aid. As a percentage of Gross Bilateral ODA, the value of key
components that inflate aid have fluctuated from year to year, amounting to 36% in 2005, 13% in
2010, 23% in 2013, 13% in 2014, and 11% in 2015. These numbers often reflect the impact of large
amounts of debt being cancelled in a particular year.

Dramatic increases in donor expenditures for refugees have recently become a controversial issue
for some donors, particularly in Europe. Under DAC rules for ODA, these expenditures can be
counted as ODA, and they have been growing considerably since 2010 (Chart 9). In 2015, they
more than doubled, amounted to US$13.3 billion (2014 constant dollars) or 12.7% of Bilateral
ODA, up from $6.6 billion and 7% in 2014.

Chart 9: Donor In-Country Refugee Expenditures as a percentage of Bilateral ODA

Donor In-Country Refugee Expenditures

as a Percentage of Bilateral ODA
Value of Expenditure in Billions of Constant 2014 US Dollars
Source: OECD Dataset DAC1a, April 2016
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Assisting refugees arriving donor countries is a legal obligation. But resources for this support
should not be taken from aid budgets, whose target is poor and vulnerable people in developing
countries.

There were massive movements of Syrian, Afghani and Somali refugees to Europe in late 2015 and
into 2016. The expectation is that these expenditures will rise sharply in 2016 to reflect the large
numbers of refugees requiring assistance. In several cases donors are financing these costs
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through their regular ODA budgets. While assisting refugees for their first year in the donor
country is a moral and legal imperative, it should not be taken from aid budgets as it inflicts the
costs of refugee settlement on the backs of people living in poverty in the developing world.

In 2015, in-country refugee expenditures became a significant component of ODA for some
donors. For example, these expenditures represented over 20% of ODA for five donors: Sweden —
33.8%, Austria — 26.8%, Italy — 25.5%, Netherlands — 22.8%, Greece — 20.6%.

Similar ODA expenditures on refugees can be expected from other European donors in 2016. In
Denmark close to 30% of Danish ODA in 2016 is likely to be related to refugee settlement costs; in
Norway these costs may be up to 20%; and Sweden will probably cap these costs at 30% of ODA.%®
All these donors are 0.7% donors and they risk undermining the credibility and effectiveness of
their ODA as a significant resource for progress in the SDGs.

At the February DAC 2016 High Level Meeting, a number of donors advocated for an extension of
the inclusion of a one-year period of refugee support as ODA to two years. CSOs strongly opposed
including in-donor refugee costs in ODA,*® and have raised concerns that some European donors
may try to charge costs associated with preventing migrants arriving in Europe to their ODA
budget, a move that is contrary to DAC rules.*® At this meeting a decision was taken to clarify the
rules, i.e. “improve the consistency, comparability, and transparency of our reporting ODA-eligible
in donor refugee costs.” The DAC Secretariat will collect information on current practices and the
DAC’s Working Party on Statistics will bring proposals to the 2017 High Level Meeting.*! The EU
and Japan have been nominated to chair a special working group on in-donor refugee costs and
migration issues.

3.4 Trends in Multilateral Aid Allocations

Chart 10: Value of Multilateral ODA, 2000 to 2015

Value of Multilateral ODA, 2000 to 2015
Billions of Constant 2013 Dollars
Source: OECD DAC 1a, April 2013
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The value of multilateral aid for implementing SDGs by developing country governments has
been weakened. It is increasingly driven by donor, rather than developing country, priorities.

Thirty percent (30%) of ODA has been disbursed annually as assessed core contributions to
multilateral organizations, including international financial institutions. The value of multilateral
aid (in 2014 dollars) has grown slowly from US$17.8 billion in 2000 to US$37.2 billion in 2015.

As a development resource, assessed and core financing of multilateral organizations is often seen
as a quality resource. Generally it is allocated by multilateral organizations in ways that respond
directly to the expressed needs of developing country governments. The growth in this core
financing, however, has been unevenly distributed to different types of multilateral organizations.
This has the potential to undermine a balanced and responsive approach to developing country
needs and compromise the ability of the multilateral system to rise above individual donor
political self-interests in priorities for bilateral aid.

Uneven distribution of growth in mulitlateral funding: UN organizations fall, while World Bank
IDA increases.

UN organizations will be crucial for the realization of the SDGs. Through the UNDP and UNICEF,
the UN is well positioned to respond to the expressed needs of developing country partners.
Despite the UN’s paramount global mandate, donor support for UN organizations has not grown
as ODA has increased. Instead the value of donor support for the UN has dropped slightly from a
high of USS$7.8 billionin 2000 to USS$6.8 billion in 2014. On the other hand, the value of donor
support for the World Bank’s International Development Association (IDA) window, which has
been accompanied by many Bank-determined policy conditions for recipient governments,
increased by close to 70% over these years, from USS$5.2 billion in 2000 to USS8.8 billion in 2014
(in 2013 dollars).*

Changing multilateral architecture — increasing attention to thematic vertical funds.

The overall architecture of the multilateral system has been changing. Donors have been able to
increasingly impose their priorities through the the creation of specialized vertical funds. This shift
can be seen in growing support for “other multilateral organizations,” where the value of annual
donor disbursements to these funds has grown from US$1.8 billion in 2000 to USS$7.3 billion in
2014. Examples include specialized vertical funds such as the Global Alliance for Vacines and
Immunizations, the Global Fund to Fight AIDS, Tuberculosis and Malaria, or the Global
Environment Facility for Least Developed Countries. While these specialized funds are often
championed by individual donor interests, including northern civil society organizations, they have
been criticized for how their funding distorts the provision of services, particularly in the poorest

countries.®

Donor ear-marked mulitalteral funding has been rapidly growing as a preferred donor modality
for financing through the multilateral system.

Donors can influence the priorities of cash-strapped multilateral organizations through the
provision of ear-marked funding for donor priorities, which are then administered by these
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agencies. According to the OECD DAC statistics, an additional US$19.6 billion in bilateral DAC ODA
was channeled through multilateral organizations in 2014, beyond the US$42.6 billion in core DAC
donor support.

Earmarked contributions have increased by 93% since 2007, compared to an increase of only 23%
for core financing of multilateral organizations. For UN organizations, earmarked funding makes
up almost double its core resources - US$12.7 billion compared to US$6.8 billion respectively in
2014. The World Food Program, UNHCR, UNDP and UNICEF were the largest recipients of ear-
marked funding. The World Bank has also received a considerable amount of ear-marked special
funding — USS3.7 billion in 2014, compared to US$9.8 billion in core financing.

More than 40% of ODA is essentially delivered by multilateral organizations

If DAC donor core contributions are combined with earmarked funding, more than 40% of gross
ODA in 2014 was delivered by multilateral organizations. Several donors deliver considerable
proportions of their ODA to and through multilateral organizations — the UK (59%), Canada (48%),
France (35%), the United States (34%), Japan (30%) and Germany (30%). In 2016 barely one sixth
of UNDP’s budget of UNDP is core funding.**

Though these funds may be welcomed by a particular organization, they also entail high
transaction costs as each donor has specific requirements and often closely manages the rules
governing the allocation of its funds. Earmarking can result in program incoherence and
ineffectiveness on the part of agencies managing these funds. In light of the financing
requirements for the SDGs, the DAC suggests that “a critical mass of core resources and better
quality earmarked funding will be essential going forward.” They call on the multilateral system to

play

“a major role in mobilising large volumes of finance by combining and
blending different instruments and sources of finance in complex financial
“packages” and by deploying risk mitigation tools and developing new pooled
funding mechanisms to bring in private resources from banks, institutional

. . 35
investors and the enterprise sector.”

3.5 Donor Efforts to Broaden the Definition of ODA

Does the inclusion of military-related expenditures and measures to counter violent extremism
preface a return to major foreign policy security influences?

Under the rhetoric of the “ODA modernizing process” a number of DAC donors at the February
2016 HLM advocated for a much broader inclusion in ODA of finance for military equipment and
training for peacekeeping, as well as costs related to countering terrorism. Other donors, such as
Sweden, resisted this militarization of aid, a position that was strongly promoted by CSOs prior to
the meeting.*® In the end, the DAC members affirmed the developmental purpose of ODA and
agreed that “financing of military equipment and services is generally excluded from ODA
reporting and that development cooperation should not be used as a vehicle to promote

. . . 37
providers’ security interests.”
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The rules for ODA support for the military and policy must be clarified.

While maintaining this restriction on “regular” military costs, the new rules allow for more
inclusion of “non-coercive security related activities.” Examples of these activities could include
training of partner military on human rights and sexual violence issues, civilian policy efforts to
prevent criminal activities, or the extra costs involved in delivery of humanitarian services by the
military, where civilian assets cannot deliver these goods and services in a timely and effective way
(under the old rules).*

In the Communiqué, DAC donors agreed “to update and modernize the ODA reporting directives
on peace and security expenditures [...], to clarify the eligibility of activities involving the military
and the police.” The language for this reporting directive is sometimes vague with more
references to exceptional circumstances, which open the door to a more permissive approach in
this area.>® Development Initiatives points out that the revised rules allowing for ODA to finance
“routine policing functions” or “the provision of related non-lethal equipment” is subject to wide
interpretation by donors.*

A key area of concern for the diversion of ODA resources to donor security and foreign policy
interests are the new rules that allow the inclusion in ODA of activities focused on “preventing
violent extremism.” According to Eurodad, “while activities focused on “perceived threats to the

donor country” are excluded, a limited number of activities that are “led by partner countries
d.”41

II’

[where the] purpose is primarily developmental” are allowe Given the highly political

dimensions of actions against extremism, this opening requires close monitoring.

Development Initiatives points out that the use of ODA for conflict prevention, peace and security,
even under the old rules has increased by 67% since 2005. Of the US$3.1 billion allocated for
these activities in 2014, more than half were devoted to peacebuilding (US$1.7 billion). Security
sector reform also received significant resources (US$700 million).*?

ODA priorities towards donor security pre-occupations have been shifting since 2002 with
increased aid to Afghanistan, Pakistan and Iraq.

Over the past decade, donor foreign policies relating to anti-terrorism have been a critical driver
for the country priorities of major donors. There is no better example than the overall trends in
DAC donor aid to Afghanistan, Pakistan and Iraq since 2002.

Between 2002 and 2005 aid from DAC donors to Afghanistan, Pakistan and Iraq grew from US$946
million to almost US$10 billion. It accounted for 20% of ODA in 2005 (not including humanitarian
assistance and debt cancellation). While aid to these three countries has declined as a share of
total ODA since 2005, it still amounted to USS$8.1 billion in 2014, or 7% of total ODA for that year.
(See Chart 11)

Foreign policy considerations for the United States and the United Kingdom, both large aid donors
and heavily invested in the wars in Afghanistan and Iraq, played a large role in these aid
allocations. Fully 90% of aid for these three countries in 2005 came from the US and the UK.
While their share in this aid has declined since this 2005 peak, contributions from UK and the US
still accounted for somewhat under two-thirds of the total in 2014 (57%). In 2013/14, Afghanistan
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remained the number one recipient of US aid, and Pakistan ranked number 5. For the UK, Pakistan
was number three, and Afghanistan number six.

Chart 11: DAC ODA to Afghanistan, Pakistan and Iraq

DAC ODA to Afghanistan, Pakistan and Iraq:
Share of Total ODA (less debt cancellation & humanitarian assistance)

Share of aid to Afghanistan, Pakistan & Iraq provided by the US & UK
Source: OECD DAC2a, April 2016
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3.6 Increasing Use of Loans in Aid Delivery

DAC rules for counting loans as ODA

By definition, ODA is intended to be concessional transfers of resources from aid providers to
partner countries in the South. Concessional loans have been a component of bilateral aid
transfers by DAC donors for many decades. Under current (2016) DAC rules that define ODA
eligibility, the loan must be provided below market rates and the difference between the cost of a
market loan and the ODA loan determines the concessionality or “grant” component (which has to
be at least 25%).

While loans diminished as an aid modality in the early 2000s, they have become more widely
used by bilateral donors since 2006.

During the 1990s donors were strongly encouraged to provide their assistance in the form of
grants, particularly to low-income and lower middle-income countries, many of whom were
emerging from a debt crisis that had crippled their economies. After 2000 the proportion of loans
in Gross Real Bilateral ODA declined, reaching a low of 14% in 2006. But since that year, donors
have increasingly used loans in the delivery of their ODA. By 2010, the proportion of loans in
Gross Bilateral ODA reached 17% and it is expected to exceed 21% in 2015. Since 2010, bilateral
aid loans have increased from US$16.2 billion to US$19.1 billion in 2015, an increase of 18% in five
years. (See Chart 12)
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Chart 12: DAC Donors Bilateral Loans as Percentage of Real Gross Bilateral ODA

DAC Donors Bilateral Loans as Percentage of Real Gross Bilateral ODA
Real Gross Bilateral ODA is net of bilateral debt cancellation, imputed student costs &
first year refugee costs  Source: OECD Dataset DACla and DAC2a, April 2016
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Loans make up almost half of gross disbursements from the multilateral system.

Developing countries also receive concessional loans from multilateral banks, most notably the
World Bank’s International Development Association (IDA) window, the regional development
banks and the European Union. In 2014 (the last year where data is available), multilateral
institutions together provided a total of US$24.3 billion in concessional loans as part of their ODA.
Loans were 47% of multilateral gross disbursement in 2014.

In 2014, loans comprised 30% of Real Gross ODA.

Adding together multilateral and bilateral loans, fully 30% of total Real Gross ODA in 2014 was
delivered as loans to developing countries (Chart 13). The trend is upward, largely driven by the
policies of major donors, particularly France, Germany and Japan (See Chart 14). Preliminary data
for 2015 indicates that Germany has continued to increase its ODA loan portfolio. These three
donors have consistently relied on loans in their aid program, accounting for 84% of total bilateral
loans in 2014.
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Chart 13: Total ODA Loans (Bilateral & Multilateral) as Percentage of Total Real Gross ODA
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Table One: Allocation of Loans by Country Income Group

Percentage Bilateral Loans Total Bilateral / Multilateral Loans
of total loans 2005 2010 2014 2005 2010 2014
LDCs/LICs 8.6% 6.3% 12.2% 30.2% 25.2% 26.2%
LMICs 50.3% | 59.7% 54.8% 48.3% 54.8% 49.4%
UMICs 41.1% | 34.0% 33.0% 21.5% 20.0% 24.3%
HIPCs 10.4% 5.4% 7.0% 29.2% 24.5% 20.8%

Source: OECD Dataset DAC2a

There is a high concentration of loans to lower Middle Income Countries.

According to Table One, there is a high concentration of loans to Lower Middle-Income countries

(LMICs) (55% of loans by total dollar value in 2014). These are countries where government

revenue is usually below $3,000 per capita (see below). Such governments can ill afford the

increasing debt payments that these loans represent. A surprising 12% of loans in 2014 were

directed to Least Developed and Low Income countries, many of which were the beneficiaries of
the Heavily Indebted Poor Countries Initiative (HIPC). HIPC countries received 7% of loans in 2014.
Over 50% of the loans in 2014 were given to ten countries of which half were LMICs (India, Viet

Nam, Morocco, Indonesia and the Philippines).
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Chart 14: Loans as a Percentage of Gross Real Bilateral ODA

Loans as a Percentage of Gross Real Bilateral ODA

France, Germany and Japan
Gross Real Bilateral ODA is net of debt cancellation, imputed student costs, and first year refugee costs
Source: OECD Dataset DAC1a and DAC2a, April 2016
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The DAC agree on new rules for the inclusion of loans in ODA.

DAC rules for ODA loan concessionality, established several decades ago, have been controversial
in recent years. Persistently low interest rates have meant that an eligible ODA loan under DAC
rules can have a higher interest rate than the market rate.*

At the December 2014 DAC High Level Meeting, donors agreed to reform the eligibility and
treatment of these loans in terms of how they are counted as ODA.* These new rules, which will
not be fully implemented until 2018, state that only the concessional grant element of a loan will
be included as ODA, and repayments of the loan principal will no longer be deducted from donor
ODA. The reference interest rate for the calculation of concessionality will be linked to a country’s
income status. So, for example, this could mean that a higher rate might be given to Low-Income
Countries (LICs), but loans to these countries would require a grant element of 45% to count as
ODA. The thresholds are lower for LMICs and UMICs.*®

Changes to the rules for loans are welcomed, but concerns remain that rules may incentivize the
use of loans.

Changes in the rules governing loans are an important improvement. They will affect ODA
reporting levels in 2018, the first year they are applied, and consequently the comparability of
ODA for that year with earlier years. CSOs have raised concerns about whether the changed rules
will meant that donors to will prefer loans over grants, particularly in the Least Developed, Low
Income and Lower Middle-Income Countries, which face potential issues in debt sustainability.
There is also the worry that DAC donors may use the new rules to broaden the inclusion of donor
loans and guarantees through private sector instruments (development finance institutions,
export-import banks, etc.), which may not be concessional, but could be eligible under new DAC
“risk premia”, yet to be agreed.”’
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3.7 Trends in Humanitarian Assistance

Humanitarian assistance has grown rapidly since 2010.

Driven by the refugee crises and conflicts in Syria, Iraq and Ukraine, serious disease epidemics, and
natural disasters, humanitarian assistance is again on the rise. According to Development
Initiative’s 2015 Global Humanitarian Assistance Report, US$24.5 billion was provided in
international humanitarian assistance in 2014, up 19% from 2013.”® Humanitarian assistance from
DAC donors has increased in value, and at US$16.6 billion in 2014, is up 37% since 2010 (Chart 15).

Humanitarian assistance is also increasing as a share of Real ODA, reaching a level that was last
seen in 2005.

The value of humanitarian assistance (in constant 2014 dollars) was US$16.6 billion in 2014, the
highest level since 2005 (Chart 16). As a share of Real ODA, humanitarian assistance in 2014 was
13.4% of Real ODA, up from 10% in 2010. As a share of Real ODA, it has reached the highest level
since 2005, the year of the Asian Tsunami and humanitarian crises in the Sudan and the
Democratic Republic of the Congo.

Chart 15: Trends in Humanitarian Assistance, 2005 to 2014

Trend in Humanitarian Assistance, 2005 - 2014
Value in Billions of Constant 2014 US Dollars
Source: OECD Dataset DAC2a, April 2016
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Chart 16: Humanitarian Assistance as a Percentage of Real ODA

Humanitarian Assistance as a Percentage of Real ODA
Real ODA is less debt cancellation, imputed student costs and first year refugee costs
Source: OECD Dataset DAC 2a, April 2016
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Sub-Saharan Africa remains a major focus for humanitarian assistance, despite attention to the
Middle East

Significant humanitarian resources continue to be allocated for Sub-Saharan Africa (40% of total
humanitarian assistance in 2014, but down from 48% in 2010). Humanitarian assistance for the
Middle East rose from 7% in 2010 to 25% in 2014, reflecting the needs of the Syrian/Iraq crisis
(Chart 17).

Chart 17: Humanitarian Assistance to Sub-Saharan Africa & Middle East as Percentage of Total
Humanitarian Assistance

Humanitarian Assistance to Sub-Saharan Africa & Middle East as

Percentage of Total Humanitarian Assistance
Source: OECD Dataset DAC 2a, April 2016
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Arab donors and Turkey have become substantial actors in humanitarian assistance.

In 2014, a number of Arab donors became major actors in humanitarian assistance as they
contributed USS$1.6 billion, up from US$760 million in 2013. Among these donors, UAE, Kuwait,
Qatar, and Saudi Arabia provided US$755 million, much of it directed to the crises in the Middle
East. As Turkey responded to the millions of Syrian refugees on its boarders it contributed a
record US$1.8 billion in humanitarian assistance. By May 2015, Turkey had become the world’s
largest refugee hosting country.*

Private donors contributed 24% of humanitarian assistance in 2014.

Private donors’ responses to humanitarian situations have been growing in recent years. While
difficult to accurately measure, Development Initiatives estimates that these donors (individuals,
foundations and companies) provided USS$5.8 billion in 2014. These contributions are up slightly
from 2013, but less than 2010, when these donors contributed US$6.1 billion (Haiti earthquake
and Pakistan floods). According to Development Initiatives data, “International NGOs (INGOs) are
the largest mobilisers of private funding, raising an estimated US$4.7 billion in 2013, and US$22.7
billion (89% of the total of private funding) in the five years between 2009 and 2013.”*°

More than 25% of humanitarian assistance reported to the DAC in 2014 was directed to the
Syrian crisis.

Donor assistance reported to the OECD DAC for people affected by the Syrian crisis living in Syria,
Turkey, Lebanon and Jordan amounted to US$5.2 billion in 2014. This amount is expected to
increase in 2015 and 2016. Turkey, a middle-income aid provider, provided 44% (US$2.3 billion) of
the USS$5.2 billion, primarily to Syrian refugee populations on its borders. The United Arab
Emirates provided US$378 million for humanitarian operations in Jordan and Syria. Together the
DAC donors provided USS2.1 billion in 2014, while multilateral organizations contributed US$422
million.>" For the DAC donors, Syrian related humanitarian assistance was 16% of its humanitarian
assistance for that year. But their total contributions accounted for less than 50% of the
humanitarian assistance provided by governments for this crisis.

The humanitarian system is in crisis.

Despite record amounts of humanitarian assistance in 2014, the United Nations has reported a
funding gap of approximately USS$15 billion for critical needs. This represents more than 60% of
the funds raised in 2014 from all sources.>

The UN High Level Panel on Humanitarian Financing noted that many of the current humanitarian
responses are for protracted crises. The Intergovernmental Panel on Climate Change projects a
growth in the numbers and intensity of climate-related disasters, with costs exceeding current
estimates. The High Level Panel documents the deepening ineffectiveness of the current
humanitarian mechanisms:

“The global humanitarian system is overstretched and is unable to respond adequately.
This gap between demands and resources is complex in nature; it is not just the result of
more armed conflict, extremism, disaster, disease and displacement. Humanitarian aid’s
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traditional function to provide life-saving assistance— in short, to get in quickly, fix the
immediate problems and leave—has evolved to include a dizzying array of additional
responsibilities: from building resilience and preparedness to providing long-term basic

. . 53
services such as health, shelter and education.”

The Panel pointed to the urgency of overcoming the “benign neglect” between the humanitarian
and development worlds, recognizing the increasing need for inter-related interventions from
humanitarian, peacekeeping and development.

The first World Humanitarian Summit, in May 2016, produces mixed results.

The international community met in Istanbul at the first World Humanitarian Summit in May 2016.
In the lead-up to these meetings a wide range of proposals were made to create a common
platform or management framework that brings together all the tools to address the different
dimensions of a crisis. Many proposals emphasized the importance of ramping up support for local
resilience.”® Not only more funding, but multi-year and less earmarked funding is required from
donors, including consideration of financing packages for middle income countries that are hosting
large numbers of refugees.” With only 0.4% of ODA spent on disaster risk reduction and
preparedness, the Secretary General called for a modest goal of 1% of ODA by 2020 devoted to
preparedness.>®

The outcomes of the Summit were described as “mixed results.” On the positive side there were
commitments for greater transparency in humanitarian spending. A “Grand Bargain”, which was
agreed to by 15 of the largest humanitarian donors, 16 aid agencies, including the Red Cross and
three INGO consortia, set out 51 commitments in ten key areas to improve the efficiency of
delivery in the humanitarian aid system.”” These commitments include increased use and
coordination of cash based modalities (less donor driven food aid), improved joint and impartial
needs assessments (to direct priorities in humanitarian responses), reduced ear-marking of donor
contributions, harmonized reporting requirements, and enhanced engagement between
humanitarian and development actors, among others.

On the less positive side, there was no progress on measures to reduce serious breaches in
humanitarian law, including bombing of hospitals, the use of civilians as shields in conflict and the
need to address burden-sharing of refugees and migrants. While the Grand Bargain addressed
many crucial issues for reform, specific objectives for implementation and demonstrating progress
are largely missing. The United States, for example, suggested that while they are committed to
the Grand Bargain, their responses to humanitarian emergencies will continue to be situation-
specific, and will not be guided by “arbitrary targets.”*® The US provided 50% of all humanitarian

assistance in 2014.

The Summit committed to increase access to humanitarian resources, tools and coordination
mechanisms for local governments and local CSOs.

Local NGOs, national and local governments are demanding a larger share of humanitarian
resources. A number of CSOs associated with the Charter4Change are calling for 20% of this
funding to go directly to local implementing NGOs.>® The Grand Bargain has committed to 25% of
humanitarian funding to local and national responders by 2020, greater use of funding tools such
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as the UN and NGO-led pooled funds, and the inclusion of local actors in coordination
mechanisms. It also pledges to develop a “localization marker.” As a senior US official has pointed
out, recent estimates do not account for indirect delivery of humanitarian assistance through local
responders nor do they acknowledge the need to strengthen capacities for larger scale
interventions by these actors.® However, the Summit made significant progress on engaging local
responders more directly in coordinated humanitarian actions.

At the same time, the Istanbul Summit largely failed to consider the deteriorating and dangerous
conditions in which many CSOs are working in conflict areas. For example, the impact of counter-
terrorism on humanitarian responses, particularly by civil society organizations, was not discussed.
Several major organizations have pointed out that operations in high-risk jihadi run areas of Syria,
for example, run the risk of being branded “supporters of terrorists” under current anti-terror
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legislation.

4. What about Local Finance for SDGs: Promoting domestic resource mobilization?

“We underscore that, for all countries, public policies and the mobilization and
effective use of domestic resources, underscored by the principle of national
ownership, are central to our common pursuit of sustainable development,
including achieving the Sustainable Development Goals.” [Transforming our
world, §60]

ODA is a crucial tool, but not the answer to resourcing sustainable human development.

At best ODA is a catalyst and a complementary resource for addressing key issues in poverty
eradication and the achievement of the SDGs by 2030. Clearly, much larger allocations of ODA are
required to realize this role and to focus attention on conditions for marginalized populations.
Equally important is the urgent need for investment in education, primary health care, climate
resilience/ adaptation and infrastructure for sustainable livelihoods for people living in or near
poverty in developing countries. At the same time it must be recognized that ODA will never be
sufficient to raise billions of people out of poverty, nor should it be seen as having this

responsibility.

Developing country government revenue is the key public resource for investing in the SDGs.

Regardless of country income level, developing country governments are the primary source for
financing sustainable progress for the SDGs, as they were for the MDGs. Governments have a
clear obligation to invest in the social sectors — health, education, water and sanitation — but also
to enable economic growth and improved livelihoods for all its people.

Many governments are close partners with aid providers in these efforts, especially in Low-Income
Countries, but also in many Middle-Income Countries. What are the current revenue capacities for
these governments to fulfill these obligations? Can an emphasis on domestic resource
mobilization (DRM) compensate for the financing gaps for the SDGs in Middle-Income Countries?

If not, how well is ODA complementing domestic resources to fill these gaps?
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Moving beyond aid dependency is a goal of all low-income and Low/Middle-Income Countries.
Domestic resources will ultimately provide the basis for achieving this end. But the low starting
points for many countries, the economics of poverty and the politics of DRM, will undoubtedly
require a continued and critical role for aid, with increasing levels of ODA commitments.

Increasing domestic resource mobilization (DRM) is a crucial challenge.

The AAAA affirms that “[...] the mobilization and effective use of domestic resources, underscored
by the principle of national ownership, [is] central to our common pursuit of sustainable
development [...]” [§20] During the Addis Financing for Development Conference, many developed
countries stressed the importance of domestic resource mobilization as the central challenge in
financing for development, arguing that ODA will have an important but diminished role in the
future.

National governments are best placed to establish relevant policies and initiatives to sustainably
reduce poverty through domestic resource allocation — this is surely the goal for all countries. But,
while accepting the challenge in marshalling these resources, the Finance Minister for Malawi,

Goodall Gondwe, retorted,

“We need the space and autonomy to mobilize national resources,” ... [noting
that] “when differences arose and partners became supervisors, governments
resented it.”
To avoid such situations, he called for “genuine equal partnership.” While welcoming
domestic resource mobilization as central to the implementation of the sustainable
development goals, the Minister urged States to “tread carefully” on the targeted 20 per
cent of tax-to-gross domestic product ratio as a threshold above which countries were

. .. . . 62
considered to have sufficient resources and not need technical assistance.”

Developing country government must have the policy space and resources to drive country
priorities for the SDGs.

Governments that are given the policy space and resources are well placed to assess country
conditions and set priorities. Domestic government revenue (tax and other revenue) has indeed
been increasing over the past fifteen years. This revenue has almost doubled between 2005 and
2010, and reached an estimated USS$5.3 trillion in 2014.%

Development Initiatives argues, “For governments to set and drive their own poverty reduction
agenda, domestic resources must become the spine around which other development finance

d.”®* An analysis of government sector spending for the MDGs concluded,

flows are coordinate
however, that most developing countries had substantially missed the spending mark in their
budgets devoted to core MDGs. The study estimated these governments had allocated about 35%
of their spending to the core MDGs (agriculture, education, health, environment, social protection,
and water and sanitation), when they should have been spending 57% of budgets to reach these

MDG ta rgets.65

But is this allocation realistic for countries with substantial levels of poverty? Have these
resources been broadly available to governments, especially in Low-Income and Lower Middle
Income Countries? Can domestic resource mobilization fill the gap for the SDGs? While
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governments cannot rely on aid to meet its obligations, what is the relevance of aid in this context

of domestic resource deficits?

Domestic resource mobilization is not just a technical matter of improving tax collection systems
and implementing a range of taxes and revenue generating policies. At the country level,
entrenched elite politics and interests, as well as an often-broad lack of respect for government
and its institutions fuelled by corruption, greatly affect the effectiveness of a government’s fiscal
policy. In recent months, there has been irrefutable proof of massive tax evasion and illicit
transfers of income at the global level. Wealthy individuals and transnational corporations have
successfully avoided contributing their fair share, including many from the developing world.®®

Can domestic resource mobilization fill the financing gap for the SDGs by 2030?

Building on work by Development Initiatives, this question was asked in the aid trends chapter of
the 2014 Reality of Aid Report.®” The following section continues this analysis by correlating
current government spending per capita with levels of poverty (US$1.90 and US$3.10), and
country income status (Low Income / Least Developed, Lower Middle-Income, and Upper Middle-
Income). It briefly summarizes research on donor policies in support of DRM. Finally, it examines
international issues inside a context where CSOs are advocating to untangle the web of illicit
capital flows and tax evasion to ensure that the rich and the corporate world shoulder their
responsibilities in poor countries. This is a necessary foundation for the realization of the SDGs.

4.1 Government revenue and levels of poverty

What do trends in developing country government revenue per capita suggest for financing
capacities to realize SDGs in these countries?

Development Initiatives’ excellent data hub brings together useful data on developing country
government revenue per capita (net of ODA and debt disbursed to the public sector) for 124
countries.®® Revenue per capita is a strong indicator of a government's ‘current capacities to
finance the SDGs. At the same time this data provides solid proof of the importance of mobilizing
new revenue sources for these governments. It is important to keep in mind that per capita
government revenue must cover all government expenditures for the social sectors, as well as
legitimate expenditures for institutionalizing the rule of law, upkeep of infrastructure, conduct of

foreign policy, ensuring environmental protection, defence, etc.
Among 124 countries documented in Development Initiatives’ database,

> 30 had per capita government revenue of less than USS500 per person;

A\

27 had per capita government revenue of between US$500 and US$1,500 per person;

> 28 had per capita government revenue of between US$1,500 and US$3,000 per person;
and

> 39 had per capita government revenue of more than US$3,000 per person.

As a point of reference, the average per capita revenue for developed countries, to cover the same
set of government expenditures, is approximately US$15,000. This is over five times more than the

38| Page



level available for most Middle Income Countries.® It is also important to note that governments’
of developed countries are struggling with the challenges of poverty, social and economic
inclusion. With much lower revenue, how is it possible for developing countries to create
favourable conditions, or even a basic set of services, for their people?

85 countries with less than US$3,000 per capita government revenue face huge challenges in
poverty reduction.

In the 30 countries with less than US$500 per capita in revenue, almost half the population (47%)
are living in conditions of extreme poverty. Three quarters (75%) live on less than US$3.10 a day
(Chart 18). While the extent of poverty declines with higher levels of government revenue, all 85
countries with less than US$3,000 per capita government revenue face huge challenges in poverty
reduction, and the concomitant financing needs by government for education, health and social
protection.

Chart 18: Government per capita Revenue and Levels of Poverty: Percentage of population living
in poverty

Government per capita Revenue and Levels of Poverty:

Percentage of Population Living in Poverty
Source: Government Spending Per Capita - Data from 2012, Development Initiatives, Development Data
Hub, March 2016, http://devinit.org/#!/data/methodology/; World Bank PovNet
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4.2 Government Revenue and Country Income Groups

Countries formally labeled “Lower Middle Income Countries” (LMICs) have very low government
per capita revenue.

Not surprising, there is a close alighment between countries with per capita revenue of less than
USS$500 and those with Least Developed or Low-Income status (LDCs/LICs) (Chart 19). Almost all
Lower Middle-Income Countries (LMICs) had per capita revenue of less than US$3,000, and 13 of
these 30 LMICs had revenue less than $1,500 per person. Of the 48 Upper Middle-Income
Countries, 12 of them had per capita government revenue of less than $3,000.

39| Page



Chart 19: Government per capita Revenue and Country Income Groups: Number of countries

Government per capita Revenue and Country Income Groups:

Number of Countries

Source: Government Spending Per Capita - Data from 2012, Development Initiatives, Development Data
Hub, March 2016, http://devinit.org/#!/data/methodology/; Data available for 124 countries
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Donors should not ignore the development finance needs of Middle-Income Countries or
withdraw ODA as source of government revenue.

With higher levels of gross national income, the potential to increase government revenue among
UMICs is clearly high. Many of the increases in government revenue over the past decade have
been in UMICs. LDCs, LICs and LMICs, on the other hand, face considerable challenges in
improving DRM, certainly to the degree needed to finance SDGs in the next fifteen years. Against
this evidence of the extent and depth of poverty and very low government revenue, it is crucial
that aid providers not abandon these countries as they rightly focus on the needs of the LDCs and
LICs.

4.3 ODA and Domestic Resource Mobilization

In the lead-up to the Addis Conference Erik Solheim, OECD DAC Chair, called on aid providers to
“agree to channel aid to those countries with the least access to other sources of finance, the
greatest difficulty in attracting investors, and the weakest tax systems, [with special attention to]
vulnerable groups, such as ethnic and religious minorities and indigenous rural populations

struggling to break out of poverty ...”"°

In recent years, ODA has focused on countries with low government revenue.

Chart 20 assesses the top 50 country recipients of DAC bilateral and multilateral ODA (a
combination of LDCs, LICs and LMICs). Of the top 50 aid recipients, more than two-thirds of
bilateral aid (69%) went to countries that had per capita revenue of less than US$1,500, and 72%
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of multilateral aid went to recipients with similar per capita revenue. Thus, ODA on this measure
appears to be well focused. Many of these countries have weak economic foundations for
increases in domestic government revenue at the scale required for Agenda 2030.

Chart 20: Government per capita Revenue and Allocation of ODA: Percentage of bilateral and
multilateral DAC ODA to Top 50 recipients

Government per capita Revenue and Allocation of ODA:
Percentage of Bilateral and Multilateral DAC ODA to Top 50 Recipients

Government Spending Per Capita - Data from 2012, Develop Initiatives, Develop Data Hub,
March 2016, http://devinit.org/#!/data/methodology/; OECD Dataset DAC2a
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Can ODA make a useful contribution to maximizing domestic resource mobilization (DRM)?

Recent research suggests a justification for scaling up aid for DRM as a donor priority.”* Current
aid allocation to DRM is relatively weak. A preliminary assessment pointed to 232 projects,
totalling US$92.5 million in 2013, with a core focus on DMR, and an additional 371 projects,
totalling US$600.5 million, where DRM was a component but not the focus for the project.”? It is
important to note that technical assistance is the primary modality for the delivery of these
programs and thus represents 46% of expenditures for core DRM projects. As mainly technical
projects focusing on new forms of taxation, administration, auditing, and relevant IT systems,
small increases in funding can be effective. Development Initiatives pointed out that 44% of DRM
aid went to countries with per capita revenue of less than $500, and nearly half were least
developed countries.”

The Addis Tax Initiative set out a goal to double technical cooperation to DRM by 2020.

The Addis Tax Initiative, a multi-provider partnership, was launched at the Addis Financing for
Development Conference in July 2015. These aid providers committed to double technical
cooperation for DRM by 2020. In March 2016, the DAC Working Party on Stats initiated a first step
through a project purpose marker for tax administration to track these investments.
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DRM in the poorest countries should be guided by principles for fair taxation.

DRM is not only about maximizing government revenue. It also must consider policies for fair
taxation, particularly in situations where the informal economy is essential to the survival of
millions living in poverty. Wherever possible, the emphasis should be on direct progressive taxes
on income or assets such as land, which takes account of the income of taxpayers and their
relative ability to pay. Many poor countries instead rely on indirect taxes (e.g. customs duties), as
these are easier to collect. However, these indirect taxes often place a heavy burden on poor
people as well as the many millions that make up ‘the working poor’, those living just above the
poverty line. An important test for effective policy and technical advice for DRM is an assessment
of the impact of changes in the tax regime on poor and vulnerable people.”®

Donors supporting DRM need to include developing countries in pro-actively tackling the global
structural factors that distort available tax resources.

Tax evasion by the rich, profit shifting by multinational businesses, tax exemptions for foreign
direct investment and international illicit flows from corruption and criminal activity have all
received prominent attention in recent years. Can developing country governments capture these
potential revenue streams? Steps towards this goal could include better transparency in access to
tax and corporate information on a country-by-country basis, greater regulation of money flowing
to so-called “tax havens,” and more rigorous structuring of tax regimes for natural resource
extraction.”” While attention has increasingly focused on these areas, the issues are complex in
making progress.

However, the potential of these revenue sources cannot be ignored. Maya Forstater quotes IMF
estimates that developing countries lose between US$100 and US$300 billion in tax revenue
through various profit shifting techniques. She quotes an Action Aid study that values the tax
exemptions for businesses in developing countries, often in the extractive industries, at US$138
billion. Total capital flight from developing countries (not just illicit flows) can be as high as US$1
trillion or US$60 billion for Africa.”® These are significant amounts, ones that could make a real
difference to the revenues of developing countries. There is growing concern and public pressure
to rein in this massive flow of capital and revenue that has, to date, been largely out of reach to
the tax authorities of developing country governments.

But will LDCs and Lower Middle-Income Countries truly be the beneficiaries of a fair global tax
regime?

Reversing these flows, implementing fair cross-border taxation rules, improving transparency and
shuttering international tax havens have been identified as a prime source of revenue for
advancing Agenda 2030. Such measures are unquestionably important. But, with the exception of
a few resource rich countries, will LDCs and Lower Middle-Income Vountries be the real

beneficiaries of a fair global tax regime?

In their study, Development Initiatives noted that among resource-rich developing countries,
natural resources accounted for 58% of total revenue and that this high dependency left them
vulnerable to swings in international prices for these resources. Longer-term sustainability of
these sources is also a critical issue.”” Forstater points out that the majority of offshore wealth is
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held by citizens of OECD countries and by others in upper middle-income countries in the South.
Most LDCs and LMICs have limited access to foreign direct investment and therefore multinational
tax revenue in their jurisdiction.”®

5. Current Qualities of ODA: Fit for Purpose for the SDGs?

If ODA is to be an essential and effective source of development finance for Agenda 2030, it must
not only grow decisively in quantity, it must also improve upon its performance in several key

areas.

What is the quality of ODA in affecting change for people living in poverty?

In 2011 in Busan, South Korea, donors made important and specific commitments to ensure more
effective development cooperation. They did so with partner countries, non-state actors in civil
society, and the private sector. In Busan, all actors affirmed four principles for effective
development cooperation — respect country ownership; focus on results based on country
priorities; support inclusive partnerships; and deepen transparency and mutual accountability.
Through the Busan-mandated multi-stakeholder Global Partnership for Effective Development
Cooperation, a monitoring round in early 2016 reported on progress on commitments that were
made to implement the principles.

These results on effective development cooperation will only be available in November 2016.”°
Principles for effective development cooperation were consistent with the goals of reducing
poverty and inequality. This section examines ODA performance in several key areas affecting the
goal of poverty reduction:

Contributions to key sectors affecting the lives of people living in poverty;

Balanced allocations to country income groups, according to need;
Balanced allocations to regional groups, according to need;
Focusing on gender equality and women’s empowerment;

Allocations of aid for demand-driven, not supply-led, technical cooperation; and

o vk w N

The provision of a fair share of resources for climate change, balanced between
adaptation and mitigation.

5.1 Trends in the Sector Allocation of DAC ODA: Key sectors for people living in poverty

Transforming our world sets out an ambitious agenda for achieving progress across many sectors
by 2030:

By 2030, double the agricultural productivity and incomes of small-scale food
producers, in particular women, indigenous peoples, family farmers, pastoralists
and fishers ... [Transforming our world, SDG2.3]

By 2030, reduce the global maternal mortality ratio to less than 70 per 100,000
live births [Transforming our world, SDG3.1]
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By 2030, end the epidemics of AIDS, tuberculosis, malaria and neglected tropical
diseases and combat hepatitis, water-borne diseases and other communicable
diseases. [Transforming our world, SDG3.3]

By 2030, ensure that all girls and boys complete free, equitable and quality
primary and secondary education leading to relevant and effective learning
outcomes [Transforming our world, SDG4.1]

Several of these goals build on the MDGs, which have obtained modest success since the
Millennium Declaration of 2000. Without a dramatic shift in both the quantity and focus of ODA on key
social, economic, environmental and institutional goals, the prospect for progress by 2030 will be greatly
diminished. What then is the starting point for ODA sector investments going forward?

Chart 21: Growth in Value of ODA Disbursements to Sectors since 2000

Growth in Value of ODA Disbursements to Sectors since 2000
Three year running averages for sector disbursements (constant 2014 US$)
Source: OECD Dataset DACS5a
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Recently there has been no growth in overall ODA sector investments.

Chart 21 demonstrates the increases in value of ODA disbursements from 2000 to 2005, 2005 to
2010, and 2010 to 2014. Almost no growth in sector allocations has occurred during the 2010 —
2014 period, with the exception of financial services (largely micro-finance).

Investments in the social sectors have shrunk since 2010.

From 2000 to 2010, ODA investment in social infrastructure and services (health, education, water
etc.) was considerable. The rate of growth exceeded the overall growth in ODA, more than
doubling from USS$20.3 billion in 2000 to USS$46.7 billion in 2010 (2014 constant dollars). But since
2010 these investments have shrunk by 7% to US$43.2 billion in 2014.

Growth in ODA support for the production sectors has been modest.

In the 2005 to 2010 period, ODA investments expanded in the productive sectors (agriculture,
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industry, mining, trade policy, etc.), at a similar rate to the overall growth in ODA. Since 2010
growth in ODA disbursements for these sectors have been flat at US$7.7 billion (2014 constant
dollars). Note: This area was affected by special G7 initiatives in agriculture in 2009 and 2010. (See
below.)

Will donors ramp up ODA investments in sectors key to realizing the SDGs?

Previous aid trends chapters in Reality of Aid documented the degree to which ODA priorities were
influenced by the MDGs. Using a proxy indicator for ODA investments in the MDGs, the 2014

chapter concluded,

“...the level of ODA dedicated to the MDGs has been modest at best, with these
improvements stalling after 2010. Given the failures to meet commitments in ODA
guantity and in addressing the MDGs, as well as limits on government spending ..., it

. . . . . 80
should come as no surprise then that the MDGs remain elusive in many countries.”

In a similar approach, trends for sector investments in health, basic education, agriculture, water
and sanitation, and government and civil society capacities can serve as an indicator of intentions
going forward. (See Chart 22)

The pace of large increases for health disappeared after 2010.

During the first decade of the 21* century, ODA disbursements for basic health, reproductive
health, including HIV AIDS, and environmental protection expanded appreciably (Chart 22). Basic
health / reproductive health increased from US$2.6 billion in 2000 to USS$11.1 billion in 2010 (2014
constant dollars). But after 2010, donors failed to maintain this pace of increasing investments in
these areas, which are crucial for people living in poverty.

Investments in basic education have shrunk since 2010.

From 2000 to 2010 donor ODA contributions for basic education grew by close to 120%. But since
2010 basic education seems to have declined as a priority. Contributions have decreased from
USS$3.7 billion in 2010 to USS$3.0 billion in 2014 (2014 constant dollars). Progress was made in the
2000s towards achievement of the Education for All goals, but a major effort is needed to
complete full enrollment in quality primary education. The SDGs make it clear that it is also

important to focus on secondary and tertiary education objectives.

In other sectors, water and sanitation increased until 2008 to USS5 billion, but has stagnated,
remaining at USS5.5 billion in 2014.

Investments in strengthening government and civil society capacities grew dramatically up until
2010 (by 335%), but recently they have declined by approximately 10%.

Strengthening government and civil society has been a strong donor focus in the 2000s. But ODA
for this purpose declined by 10% after 2010 and is now down to US$12.9 billion. However, this
amount is still almost 25% higher (by value in 2014 constant dollars) than a decade ago, in 2005.
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Chart 22: Growth in Value of ODA Disbursements to Key Sectors for the SDGs

Growth in Value of ODA Disbursements to Key Sectors for SDGs
Three year running averages for sector disbursements (constant 2014 USS)
Source: OECD Dataset DACS5a
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Agriculture investments grew from 2005 to 2010, but since 2010 have been more or less flat.

Benefiting from the L’Aquila 2009 G7 initiative in food security and agriculture, ODA for agriculture
increased by 67% to reach USS$4.5 billion in 2010. Since then, increases have been modest -
around 4% to USS$4.7 billion in 2014 (2014 constant dollars). Billions of people still rely on small-
scale agriculture for their livelihoods, which is under increasing pressure. Issues include access to
fertile land, availability and use of appropriate technology and credit, and the impact of climate
extremes caused by climate change.

Dramatic increases in ODA are required to meet sector goals by 2030.

There is no commitment in Transforming our world or in the AAAA in terms of the extent to which
ODA will be called upon to ramp up investments to meet the SDGs. But saying this, there is little
doubt that the financial needs are enormous.

Table Two provides an overview of the scale of extra public investments required (including from
additional government revenue in developing countries) in several important sectors for poor and
vulnerable people. For these four sectors — education, health, agriculture and water and
sanitation — the additional annual public investments total approximately USS$S175 billion. These
estimates also presume considerable additional private sector investments. Clearly a dramatic
increase in ODA is required irrespective of progress that can be made in domestic resource
mobilization.
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Table Two: Estimates of new investments required for key SDG social and productive sectors

Sector Extra Public Spending 2014 ODA Sector
(USS billions annually) Investment
Education USS$22 billion+ USS$9.1 billion
Health USS51 to USSS8O0 billion USS14.1 billion
Agriculture USS51 billion US$4.9 billion
Water and Sanitation USS$22 to USS24 billion USS$4.5 billion

Sources: Development Finance International and Oxfam, Financing the Sustainable Development Goals,
Government Spending Watch Report 2015, page 31, accessed April 2015 at
http://eurodad.org/files/pdf/1546383-financing-the-sustainable-development-goals-lessons-from-
government-spending-on-the-mdgs.pdf; and OECD Dataset, DACS5, current dollars.

5.2 Allocation of ODA by Country Income Group

“Developed countries to implement fully their official development assistance
commitments, including the commitment by many developed countries to
achieve the target of ... 0.15 to 0.20 per cent of ODA/GNI to least developed
countries; ODA providers are encouraged to consider setting a target to provide
at least 0.20 per cent of ODA/GNI to least developed countries.” [Transforming
our world, 17.2, A/RES/70/1, 26/35]

There has been a positive shift in the 2000s in ODA disbursements to Least Developed and Low
Income Countries.

The past fifteen years have seen a positive shift in ODA disbursements to the Least Developed and
Low-Income Countries. This trend is true both as a proportion of total ODA [46.4% in 2014] (Chart
23) and in the value of the ODA disbursed [US$28.3 billion in 2014] (Table Three). Unfortunately,
by both measures, ODA to these countries has leveled off and even declined slightly since 2010.

The share of ODA to LDCs and LICs has leveled off and declined since 2010.

Disbursements, as a proportion of total ODA, to the Least Developed and Low Income Countries
(2014 DAC list of LDCs and LICs) have been increasing since 2000 (by 36%). In 2010 they reached
49% of ODA disbursements (country allocated, not including debt cancellation). Since 2010, the
share of these disbursements in ODA has fluctuated, and in 2014 it declined to 46% of ODA. The
preliminary DAC figures for 2015, however, project an increase in DAC disbursement for LDCs.®

While the dollar value of ODA to these countries (in 2014 dollars) has increased by more than 50%
since 2005 (Table Three), there has been a decline in its value since 2010. This trend is true for
both bilateral and multilateral aid.

Aid to LMICs fell from 2000, but has been holding steady since 2010.

Disbursements to Lower Middle Income Countries (LMICs) declined slightly from 34% of ODA in
2000 to 31% in 2014. In terms of dollar value, bilateral ODA to LMICs increased by 25% since
2005, but has declined slightly since 2010. On the other hand, the value of multilateral ODA
increased by close to 80% between 2005 and 2014, with an increase of 30% between 2010 and
2014. It is essential to maintain these ODA disbursements, as poverty in these countries is
pervasive.
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Chart 23: Disbursements of ODA by Income Group

Disbursement of ODA by Income Group

Percentage of Country Allocated ODA, including Regional Disbursements
ODA is net of debt cancellation & Country Unspecified
Source: OECD Dataset DAC2a, April 2016
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ODA to UMICs has declined.

ODA targeting of Upper Middle Income Countries, as a proportion of total ODA, declined from a
peak of 27% in 2005 to 16% in 2014. The latter figure represented a small increase from 2013. In
dollar value, ODA flows to these countries have increased since 2010 for both bilateral (slightly)
and multilateral aid (by 50%). (See Table Three)

Table Three: Value of ODA to Income Groups
(Country Allocable ODA, excluding debt cancellation, Billions of 2014 constant US Dollars)

Bilateral 2000 2005 2010 2014
LDCs/LICs $12.1 $18.5 $29.2 $28.3
LMICs $12.5 $13.7 $18.0 $17.3
UMICs $8.6 $17.7 $10.2 $10.4
Multilateral
LDCs/LICs $7.3 $12.2 $16.6 $18.2
LMICs $5.6 $7.7 $10.4 $13.3
UMICs $4.5 $3.3 $3.7 $5.6
Total

LDCs/LICs $19.4 $30.7 $45.8 $46.5
LMICs $18.1 $21.4 $28.4 $30.6
UMICs $13.1 $21.0 $13.9 $16.0

Source: OECD Dataset DAC2a, April 2016
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Changing membership of income groups over time

Trends in the allocation of aid to different income groups are affected by the fact that some
countries have changed their income status several times since 2000. Chart 23 and Table Three
use the 2014 list of countries in each income group, which is established by the distribution of per
capita income in 2013, to track trends over time.?* While the number of LDCs has remained
constant, with 49 countries in 2000 and 48 in 2014, the number of “Other LICs” declined
significantly over these years from 25 countries in 2000 to only four in 2014. Many of former LICs
are now in the LMICs grouping.

Similarly, LMICs declined from 45 countries in 2000 to 33 countries in 2014, during which time
many LMICs graduated to UMICs status. UMICs have increased dramatically from 28 countries in
2000 to 62 countries in 2014.

Sumner notes that graduation from LIC to LMIC status has been precarious for some countries.
Where this graduation is not the result of economic growth through structural changes, levels of
poverty have remained high and poverty reduction precarious. He points to a sub-set of 19
countries for which ‘graduation’ from LIC status may have been premature.®

Over time, donor aid seems to follows the country, rather than its change in income status.

A comparison of disbursements for the actual LDCs/LICs in 2000 to disbursement for the actual
LDCs/LICs in 2014 shows a significant decline in these disbursements as a proportion of ODA in
each year. In 2000, 63% of ODA went to the LDCs/LICs in that year, compared to 46% in 2014.
This reduction is primarily a function of a decrease in the number of LICs from 2000 (25 countries)
to 2014 (four countries). Similarly UMICs disbursements as a proportion of total ODA increased
from 3.3% in 2000 to 16% in 2014. Presently there are 62 countries in this income group, rather
than 28.

While shifts in donor country priorities occur over time, donors have often continued to follow
the country in maintaining disbursements, somewhat irrespective of its change in income status
(particularly for LMICs). When LICs move into the LMIC category, as noted above, this pattern of
continued disbursements is important, where the numbers of people who live in poverty endures
and governments are only able to collect low levels of revenue from domestic sources.

Are DAC donors meeting the AAAA target for allocation of ODA to LDCs?

DAC donors are in fact not far off the mark for the AAAA target, which calls for an allocation of
50% of ODA to Least Developed Countries, when ODA is adjusted for components that can never
be assigned to a country (for example, imputed in-donor country expenditures). Only a few
donors, however, have achieved the 0.15% of GNI target. If this 0.15% goal had been achieved in
2014 it would have resulted in US$69.5 billion for LDCs, instead of the USS42.5 billion disbursed,
amounting to a 50% increase in disbursements to LDCs (US$23.2 billion). This shift in ODA is
possible. Further, progress in donors’ realizing the 0.7% UN target would greatly facilitate
meeting this AAAA GNI target for LDCs in the future.

ODA allocations need to take account of where people living in poverty are living, not just the
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different income groups. In fact, the majority of poor people live in Middle-Income Countries.

Targets for the allocation of aid between income groups need to take into account the actual
disbursement of people living on US$1.90 a day and US$3.10 a day in these countries. Not all
people living in poverty live in the Least Developed Countries.

Table Four points out that a majority of extremely poor people (those living on US$1.90 a day)
actually live in Middle-Income Countries, principally LMICs. The large populations of extremely
poor people in India (LMIC) and China (UMIC) are a major factor in these percentages. For the
broader measure of poverty (US$3.10 a day), almost two-thirds (63%) live in Middle-Income
countries. Disaggregating those living on a daily income between US$1.90 and US$3.10, (i.e. poor
people on the margins of extreme poverty), fully 73% of this group live in Middle-Income
Countries.

Table Four: Distribution of Poverty by Country Income Groups

US$1.90 a Day US$3.10 a Day Between US$1.90

and US$3.10 a Day
LDCs/LICs 48% 37% 27%
LMICs 37% 45% 52%
UMICs 15% 18% 21%

Source: World Bank PolCal Net Dataset, March 2016

5.3 Trends in Geographic and Regional Distribution of ODA

“[We] reaffirm the importance of supporting the new development framework,
‘the African Union’s Agenda 2063’, as well as its 10-year Plan of Action, as a
strategic framework for ensuring a positive socioeconomic transformation in
Africa within the next 50 years and its continental programme embedded in the
resolutions of the General Assembly on the New Partnership for Africa’s
Development (NEPAD). ... We will enhance international cooperation, including
ODA, in these areas, in particular to least developed countries, landlocked
developing countries, small island developing States, and countries in Africa.”
[Addis Ababa Action Agenda §8 and §120]

The proportion of ODA to Sub-Saharan Africa (44% in 2014) has remained more or less static
since 2010.

Improving DAC donor allocations for development efforts in Sub-Saharan Africa was a priority in
the first decade of 2000s. As noted in Chart 24, there has been some success, moving from 34% of
total ODA in 2000 to 43% in 2010.But since 2010, the proportion of total ODA to the sub-
continent has remained relatively constant (44% in 2014). A slightly different pattern is apparent
in DAC bilateral aid. DAC bilateral aid to Sub-Saharan Africa exhibited smaller increases in the first
decade, moving from 33% of total bilateral aid in 2000 to 39% in 2010. But since 2010, the
proportion of bilateral aid to the sub-continent has shown a modest improvement, with 43% of
bilateral assistance directed to that region in 2014 (Chart 25).

Although aid to Asia has diminished, ODA to Afghanistan is still prominent.
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The proportion of total ODA to Asia has declined over the 15 years from 2000 (30%) to 2014
(24%). A similar decline is evident for bilateral assistance to the region. Afghanistan, however, is
the exception. In 2000 bilateral aid to this country was negligible, but by 2005 it accounted for
16% of total bilateral aid to Asia. It showed a major increase in 2012, at 32% of total bilateral aid
to Asia. The most recent figures (2014) indicate that bilateral aid to Afghanistan accounted for
23% of aid to Asia for that year.

Chart 24: Trends in Regional Distribution of ODA

Trends in Regional Distribution of ODA
Country/Region allocatable ODA, net of debt cancellation
Source: OECD Dataset DAC2a, April 2016
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Chart 25: Trends in Regional Distribution of Bilateral ODA

Trends in Regional Distribution of Bilateral ODA
Country/Region allocatable ODA, net of debt cancellation
Source: OECD Dataset DAC2a, April 2016

45.0%

40.0%
2000 Sub-Saharan Africa
35.0% |

30.0% |
2014
25.0% 29.2% 26.3%

20.0% - 20.0%

17.0%

15.0% |

10.0% |

7.9%
5.0% - 4.9%

0.0%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

w——=SS Africa *==Asia Middle East *==Americas ““Europe, North Africa & Oceana

51| Page



5.4 Promoting Gender Equality and Women’s Empowerment

“We reaffirm that achieving gender equality, empowering all women and girls,
and the full realization of their human rights are essential to achieving sustained,
inclusive and equitable economic growth and sustainable development. We
reiterate the need for gender mainstreaming, including targeted actions and
investments in the formulation and implementation of all financial, economic,
environmental and social policies.” [Addis Ababa Action Agenda, §6]

SDG-5 affirms the importance of achieving gender equality and women’s empowerment. All
countries agreed to “adopt and strengthen sound policies and enforceable legislation for the
promotion of gender equality and the empowerment of all women and girls at all levels.”
[Transforming our world, 5c, A/RES/70/1, 18/35] Women’s empowerment has several
dimensions. Realizing gender equality rights is, of course, key but just as important is the
establishment of approaches to achieve development outcomes that fully include women and girls
and take into account the realities of their lives. How well has ODA contributed to these goals to
date?

Measuring ODA that targets gender equality: Questions about the OECD’s gender policy marker.

The OECD DAC uses a project policy marker to track donor disbursements for gender equality and
women’s empowerment. Donors are asked to 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.

There are several questions related to the interpretation of this system, particularly with the
“significant” marker. Donors tend to employ different interpretations of the meaning of a
“significant” gender objective, a problem for inter-donor comparability. But also as a policy
marker, donors count the full value of the activity when an activity is deemed “significant,” even
though gender equality may only be one of several objectives.?* In both cases this can produce
inaccurate results, ones that exaggerate the financial commitment to gender equality and
women’s empowerment.

Focusing on gender equality as a principal objective can be a proxy indicator of donor targeting
gender equality in ODA.

The challenges in determining actual levels of support for gender equality in projects where
gender equality is a significant objective (intended to demonstrate gender mainstreaming),
requires the use of a proxy indicator. In this regard, activities where gender equality is marked as
the “principal” objective can provide an indication of the importance donors give to gender
equality in their aid allocations. Chart 26 only looks at DAC data for the period 2010 to 2014, as
earlier years are both unreliable and incomplete.
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Chart 26: DAC Bilateral ODA: Trends in the Gender Marker, 2010 to 2014

DAC Bilateral ODA: Trends in Gender Marker, 2010 - 2014

Percentage of Screened Bilateral ODA
Excluding Canada, Ireland and New donors due to methodology and incomplete data.
Source: OECD Dataset: Aid Projects Targeting Gender Equality and Women's Empowerment, CRS
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Support for gender equality as a principal objective in projects has increased in value, but
remain a very small proportion of screened bilateral ODA.

Over the past five years, allocations to projects where gender equality is a principal objective have
increased slightly as a share of screened bilateral ODA, from 4% in 2010 to 4.7% in 2014. The
value of this ODA (in 2013 dollars) however increased from US$3.1 billion to USS$5.3 billion, a
significant increase of 70%, although from a very low base of US$3.1 billion.

Five donors account for 75% of bilateral ODA activities with a gender marker of principal objective
— the United States (37% of the marker total), the UK (16%), Sweden (10%), the Netherlands (6%)
and Norway (6%).

There have been improvements in the coverage of the gender policy marker since 2010.
However, 70% of projects that were screened had no gender equality objectives.

The percentage of bilateral aid activities that were not screened for gender equality marker has
declined sharply since 2010, from 32% to 9% in 2014. In practice this means that there is currently
a more comprehensive picture of DAC donors’ gender policy priorities. Only 25% of activities in
2014 were marked “significant,” implying that they involve gender mainstreaming. In that same
year an alarming 70% of screened activities had no gender equality objectives.

This poor performance on allocation of aid for purposes relating to gender equality is in stark
contrast to the rhetoric of donors on gender equality and women’s empowerment as an essential
condition for making progress in the 2030 Agenda.
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ODA with gender equality markers is concentrated in health, education and civil society
projects.

Table Five sets out the sector distribution of ODA with a gender equality marker (either principal
or significant). As might be expected, projects where gender equality is the principal objective are
concentrated in the social sectors such as health, education or civil society. Education, health
(including reproductive health), government and civil society, economic services (micro-finance),
agriculture and humanitarian aid were priority sectors for gender mainstreaming (“significant
objective”) in 2014.

Table Five: Sector Distribution of Bilateral ODA marked gender equality, 2014
Percentage of Total Marker Category (Sector allocable)

2014
Percentage of Marker Total (Sector Allocable) Principal | Significant

Social Infrastructure and Services 80.5% 65.3%
Education 11.0% 16.4%

Basic Education 6.2% 4.0%

Health 17.6% 9.1%
Basic Health 15.5% 6.5%
Reproductive Health 22.1% 8.4%
Water and Sanitation 3.6% 6.4%
Government and Civil Society 24.7% 21.0%

Women’s Equality Organizations 8.8% 0%
Conflict, Peace and Security 2.4% 4.1%
Economic Infrastructure and Services 2.7% 10.1%
Production Sectors 9.6% 11.7%
Agriculture 8.8% 8.9%
Cross Cutting, Multi-Sectors 7.2% 13.0%
Humanitarian Aid 1.8% 11.9%
Other Sectors 2.7% 10.1%

Source: OECD Dataset: Aid projects targeting gender equality and women’s empowerment, CRS

The share of ODA toward donor support for gender equality organizations is almost invisible.

A second indicator of DAC donors’ commitment to gender equality is demonstrated by the support
they provide to gender equality organizations. In 2014 this support amounted to US$451 million,
an increase of USS30 million from 2013, and the first significant increase since 2010.%° Two donors
— Australia and Sweden — accounted for most of this increase. But as a share of all screened aid
activities for the gender marker, support for these organizations is almost invisible at 0.4%. Even
as a share the small number of activities marked “principal” for gender equality objectives,
women’s rights organizations received only 8.5% of this ODA in 2014. These are the organizations

that will be the main drivers of the gender equality SDG.
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There is limited donor support for an enabling environment for women’s rights and
empowerment.

In 2015 the Association for Women'’s Rights in Development (AWID) and 1000 women'’s rights
organizations criticized the international community, saying that

“[once again it had failed] to recognize the critical and unequivocal role

women’s organizations, feminist organizations and women human rights
defenders have played in pushing for gender equality, the human rights

and empowerment of women and girls.”

This picture of the real priorities for gender equality in the allocations of donor ODA confirms this
observation. In recent years, women’s rights organizations have pushed governments to “to
commit to creating an enabling environment and resources to allow women’s organizations,
feminist organizations and women human rights defenders to be able to do their work free from

786

violence. Their efforts have met with little success to date.

5.5 Demand-Led Technical Cooperation for Partner Countries?

Technical cooperation (TC) has been a strategic resource for donors and partner countries since
the launch of aid programs in the 1960s. The dollar value of this resource increased in the early
2000s, but has been declining over the past eight years as a share in donor ODA disbursements.
Donors in the 2008 Accra Agenda for Action agreed that
“Donor support for capacity development will be demand-driven and designed to
support country ownership. To this end, developing countries and donors will i)
jointly select and manage technical co-operation, and ii) promote the provision of
technical co-operation by local and regional resources, including through South-
South co-operation.”
Recognizing that it is hard to measure the degree to which technical cooperation has been lead by
partner country priorities and management, this section identifies some macro trends in TC.

The value of technical cooperation has been declining since the mid-2000s.

As indicated by Chart 27, the value of technical cooperation (in 2013 dollars) has declined by more
than 30% since 2006. The 2014 figure (US$17.8 billion) is below the 2000 level (USS$20.2 billion).
These shifts in the priority and use of TC have primarily been with bilateral donors. In contrast,
the value of multilateral cooperation TA has been relatively stable since 2000.

The changing priority for TC as an aid modality for bilateral donors is apparent Chart 28, which
shows the share of TC in DAC Real Bilateral ODA since 2000.

TC has dropped from 24% of Real Bilateral Aid in 2010 to 19% in 2014.

As a share of Real Bilateral ODA bilateral technical cooperation, has declined significantly since its
peak of 48% share in 2003. From 2007 to 2013 it maintained a level of around 24% but fell to
19% in 2014. Itis difficult to predict whether this decline will continue.
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Chart 27: Trends in the Value of Technical Cooperation, 2000 to 2014

Trends in the Value of Technical Cooperation, 2000 to 2014

Multilateral TC and DAC Bilateral TC, Constant Billions of 2013 US Dollars
Source: OECD Dataset, DAC2a, April 2016
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Chart 28: Trends in Bilateral Technical Cooperation as a Percentage of Real Bilateral ODA

Trends in Bilateral Technical Cooperation as a
Percentage of Real Bilateral ODA

Real Bilateral ODA is less debt cancellation, imputed student costs,
and first year refugee costs in donor countries
Source: OECD Dataset DAC 1a (Real Bilateral ODA) and DAC2a (Technical Cooperation)
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The distribution of TC by country income groups indicates that almost half is allocated to
LDCs/LICs.

In 2014, 44% of TC was disbursed LDCs and LICs, with 22% in LMICs and 19% in UMICs. About 15%
of TC was not implemented in a specific country. Surprisingly governments with low revenue per
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capita are not a clear priority for this assistance. Although 51% went to countries with less than
$1,500 per capita revenue, 43% went to countries with per capita revenue above $1,500 and 23%

to those with per capita revenue over $3,000.

Germany, Japan and France account for 60% of bilateral TC in 2014.

As indicated by Table Six below donor countries’ share of TC in their ODA varies considerably. For
example, Germany allocates close to 50% of its bilateral ODA through technical cooperation, while
for United States TC was only 2.7% of bilateral ODA in 2014. Germany, Japan and France

accounted for more than 60% of TC in 2014. These three donors also account for the largest share

of loans in their bilateral ODA.

Table Six: Share of Technical Cooperation in Donor ODA (2014)
Share of TC in Donor Bilateral ODA

Donor Share of TC Donor Share of TC
Germany 46.9% United Kingdom 13.4% (2013)
Austria 43.9% Sweden 13.3%
Belgium 36.9% The Netherlands 12.0%
Japan 33.2% Norway 6.2%
Australia 32.8% United States 2.7%
France 32.2% Denmark 2.6%

Source: OECD Dataset DAC2a, April 2016

Six sectors receive the bulk of technical cooperation.

An interesting question is the sectors that receive the largest investments in TC. Unfortunately,
there is insufficient data for a definitive answer. However, based on the 2014 disbursements of
USS5.5 billion in TC (out of a total of US$15.5 billion), Table Seven provides a tentative breakdown.
As indicated, government and civil society sectors received the largest share, with education not
far behind. Six sectors received more than 87% of these TC disbursements.

Table Seven: Allocation of Technical Cooperation within Sectors (2014)
Note: Due to data limitations this table allocates USS5.5 billion
out of total bilateral TC of USS15.5 billion

Sector Share of Allocable

Technical Cooperation
Government and Civil Society 27.7%
Education 21.7%
Multi-Sector 18.2%
Agriculture 9.1%
Health 6.5%
Conflict, Peace and Security 6.1%

Source: OECD Dataset DAC2a, April 2016
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Peace and security, social infrastructure, basic education and public sector policy have the
largest share of TC within a sector allocation of bilateral ODA.

In which sectors is TC playing the largest role? Table Eight shows the share of TC in disbursements
for various sectors. Four areas utilized the greatest amount of TC resources in aid directed to this
sector — 1) promoting conflict resolution, peace and security, 2) developing capacities for basic
education, 3) public sector policy and administration reform, and 4) modernizing agricultural

practices.

Table Eight: Allocation of Technical Cooperation with Sectors (2014)
Note: Due to data limitations this table allocates USS5.5 billion
out of total bilateral TC of USS15.5 billion

Sector Share of Allocable

Technical Cooperation
Conflict, Peace and Security 14.0%
Other Social Infrastructure and Services 13.9%
Basic Education 12.6%
Public Sector Policy and Administration 10.3%
Agriculture 9.7%
Production Sectors 8.6%

Source: OECD Dataset DAC2a, April 2016
5.6 Climate Finance and ODA: Balancing adaptation and mitigation

The Conference of the Parties, “decides that ... developed countries intend to
continue their existing collective mobilization goal [USD 100 billion per year]
through 2025 in the context of meaningful mitigation actions and transparency on
implementation; prior to 2025 the Conference of the Parties ... shall set a new
collective quantified goal from a floor of USD 100 billion per year, taking into
account the needs and priorities of developing countries.” [Paris Agreement, §54]

“Decides that the Green Climate Fund and the Global Environment Facility, the
entities entrusted with the operation of the Financial Mechanism of the
Convention, as well as the Least Developed Countries Fund and the Special
Climate Change Fund, administered by the Global Environment Facility, shall serve
the Agreement.” [Paris Agreement, §59]

An ambitious Paris Agreement was reached at COP21 in December 2015.

The Conference of the Parties (COP21) to the UN Framework Convention on Climate Change
(UNFCCCQ), in Paris (December 2015), brokered an historic, far-reaching and legally binding Paris
Agreement with ambitious measures for the mitigation and adaptation to climate change. While
commitments by governments reported to COP21 are still insufficient to meet the stated aim to
keep global warming “well below 2° C above pre-industrial levels”, the ‘parties’ have agreed to
review emission targets every five years and implement other actions to ensure that this goal is

achieved. Furthermore, parties have agreed “to pursue efforts to limit the temperature increase
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to 1.5 °C above pre-industrial levels, recognizing that this would significantly reduce the risks and
impacts of climate change.” [Annex, Article 2] Article 2 also acknowledges, “This Agreement will
be implemented to reflect equity and the principle of common but differentiated responsibilities
and respective capabilities, in the light of different national circumstances.”

Given these ambitious goals and actions, governments adhering to the Paris Agreement recognize
“the urgent need to enhance the provision of finance ... in a predictable manner, to enable
enhanced pre-2020 action by developing country Parties [Paris Agreement, Preamble].” Article 9
(in the Annex) 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.”

Currently there is no agreement on what and how to count climate finance to reach the US$100
billion goal by 2020.

While Article 9 calls on developed countries to “to take the lead in mobilizing climate finance from
a wide variety of sources, instruments and channels, noting the significant role of public funds,”
sources for this finance are ambiguous and contested. A central question is what constitutes
climate finance and how should it be measured?

After more than a decade of discussion there is no general agreement on this question. The
UNFCCC Committee of Finance in 2014 put forward an initial definition:

“Climate finance aims at reducing emissions, and enhancing sinks of
greenhouse gases and aims at reducing the vulnerability of, and
maintaining and increasing the resilience of, human and ecological
systems to negative climate change impacts.”

However, the Parties to the Convention have not formally endorsed this statement.?’

What is the most appropriate modality for climate finance?

Another topic of debate is the most appropriate modality for climate finance — grants or loans.
CSOs argue that grants are the appropriate modality, particularly for adaptation. They maintain
that developing countries should not be put in the position of increased debt burdens to mitigate
or adapt to conditions for which they bear no responsibility.®® This brings up another question:
Should climate finance be measured as gross flows, including all loans, or on a net flow basis (less
repayment of debt), and counting only concessional public and private finance? Even more
ambiguous is the question of counting private finance and investment for mitigating and adapting
to climate impacts. None of these questions have been resolved.

Will climate finance be additional to ODA?

Unfortunately, the concerns of developing countries and CSOs for “new and additional” climate
finance (above commitments to ODA) all but fell off the agenda in the Paris meetings. Should
climate related activities in ODA, where the donor performance is less than the UN target of 0.7%
of GNI, be available for donors to include when measuring their contributions to the US$100
million goal? At the COP17 in Baliin 2007, Parties agreed to the principle of “additionality.” Much
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of the donor-sourced Fast Track Climate Finance, agreed at COP19 in Copenhagen in 2009, was not
necessarily new and additional, but was drawn from and reported as ODA. In the Paris
Agreement, what constitutes “progression beyond previous efforts” remains ambiguous.

The question is: How much climate finance to date, and for whom?

When it comes to accountability for financing commitments, all the above issues will inevitably
affect the accuracy, credibility, and ultimately the ambition, of reported climate finance by the
Parties to meet the Paris targets.

How much progress has been made to date with respect to the US$100 billion target? In a
comprehensive report, the OECD suggests that private and public finance by developed countries
for “climate action” in developing countries reached USS$62 billion in 2014, up from USS52 billion
in 2013.

For the purposes of the OECD assessment, climate actions are all investments targeting “low
carbon or climate resilient development,” which do not include coal. According to the report,
more than 70% of these flows were bilateral or multilateral public funding (including non-
concessional loans) and 25% were private sourced funds mobilized through donor public financial
activities. The small remaining funds were export credits. But the report acknowledges that the
data gathering methodologies had varying degrees of coverage and consistency, as they were
subject to different accounting methods among donors.*

The OEDC report also demonstrates that only one sixth of this financing went to adaptation, and
that 75% targeted mitigation projects. In Paris, the Agreement calls for an improved balance: “The
provision of scaled-up financial resources should aim to achieve a balance between adaptation
and mitigation, taking into account country-driven strategies, and the priorities and needs of
developing country Parties ...” [Annex, Article 9] Poor and vulnerable people will be
disproportionately affected by extreme climatic events; investment in adaptation is critical for
development efforts that strengthen resilience to climate change for the most affected
populations and countries.

Donor bilateral climate finance is reported to the OECD on a policy marker basis. This gives
unreliable estimates of the total value of actual climate finance.

The OECD has developed an ODA policy marker for DAC donor climate finance targeting mitigation
and adaption, either as a “principal” objective of a project, or as a “significant” objective (one
among several other objectives). But the full value of a project is included for projects screened as
“significant.” Projects may also be screened as both mitigation and adaptation.

In 2014, DAC donors marked USS$18.8 billion in projects, or 14.4% of aggregate aid, as targeting
mitigation (including dual targeting with adaptation). Another USS$12.4 billion, or 9.9% of
aggregate aid, was marked as targeting adaptation (including dual targeting with mitigation).’® The
OECD estimate that approximately USS$19 billion (or about 16% of Real ODA for these years) was
reported to the UNFCCC as climate finance for 2013/14.°* However, this amount should be viewed
with caution due to the limitations of the marker system noted above. Each donor also uses its
own coefficient and methodology for determining the portion of ODA activities marked climate
finance that will be reported to the UNFCCC.*
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It is also interesting to note that in 2014 five donors (Germany, Japan, France, the US, and Norway)
provided more than 79% of marked climate finance for mitigation. These same five donors, with
the substitution of Sweden for Norway, provided 67% of adaptation finance. In terms of activities
marked as climate mitigation as a principal objective, almost half were concentrated in Asia, with
only 6.7% in Sub-Saharan Africa. For activities marked climate adaptation as a principal objective,
21% were focused in Sub-Saharan Africa, with another 30% concentrated in Asia.”

What climate finance commitments were made in Paris?

At the Paris Conference, donors made more than USS1.5 billion in new commitments to climate
funds. These included US$260 million to the Green Climate Fund, mandated by the UNFCCC as the
primary financial instrument for public climate finance. Other commitments were made to the
Least Developed Countries Fund (US$252 million), the Global Climate Change Alliance (US$380
million), the Forest Carbon Partnership Facility (US$339 million), the REDD+ Early Movers Program
(USS113 million), and the Adaptation Fund (US$75 million).

Additional commitments for new initiatives were made to insurance resilience funds (more than
USS2 billion in coverage), the Green Wall for the Sahara and Sahel (US$2.2 billion), and the World
Bank’s Transformative Carbon Asset Facility (US$500 million), among others.**

In the lead-up to the Paris Conference, China made a major commitment of USS$3.1 billion in South
South Cooperation for climate finance.

The Green Climate Fund is fully operational. But what will be the sources for “new and
additional” finance for climate action?

The Green Climate Fund is now the largest climate facility. It has more than US$10 billion in
pledges, and USS$2.9 billion in paid up funds. The first grants were allocated in September 2015
and the Fund expects to allocate US$2.5 billion by the end of 2016.%

The launch of the Green Climate Fund with sizable pledges will play a significant role in meeting
the Paris Agreement’s climate action goals. However, without clarity and agreement on what
constitutes targeted climate finance towards these goals, the ambition of US$100 billion for these
actions by 2020 is likely to be unattainable. The World Resources Institute has set out several
financing scenarios, which implies that high to medium growth in the levels of developed country
climate finance for developing countries will be required.’® But will these investments be “new

|I’

and additional” to ODA, or will they come at the expense of the urgent need to expand ODA

financing to meet the full range of sustainable development goals?

6. Other Sources of Development Cooperation Finance

“[A revistalized Global Partnership] will facilitate an intensive global engagement
in support of implementation of all the Goals and targets, bringing together
Governments, the private sector, civil society, the United Nations system and
other actors and mobilizing all available resources.” [Transforming our world, §39]

6l|Page



“We acknowledge the role of the diverse private sector, ranging from micro-
enterprises to cooperatives to multinationals, and that of civil society
organizations and philanthropic organizations in the implementation of the new
Agenda.” [Transforming our world, §41]

Governments are the foundation for setting the requisite policies, programs and finance to
implement Agenda 2030 inside the priorities established by each country. ODA will play a crucial
role in complementing government revenues for these purposes. But ODA alone is insufficient to
meet the financing needs of developing countries, even if donors were to meet their 0.7%
commitments on aid quantity. Other sources of financing are essential. The international
community meeting in 2015 on Financing for Development, the SDG, and Climate Change
identified middle-income aid providing countries through South-South Cooperation, the
mobilization of citizens’ resources by CSOs, and investments by the private sector to help fill these
funding gaps.

6.1 South-South Cooperation Aid Providers

“South-South cooperation is an important element of international cooperation
for development as a complement, not a substitute, to North-South cooperation.
We recognize its increased importance, different history and particularities, and
stress that South-South cooperation should be seen as an expression of solidarity
among peoples and countries of the South, based on their shared experiences and
objectives. ... We welcome the increased contributions of South-South coop-
eration to poverty eradication and sustainable development. We encourage
developing countries to voluntarily step up their efforts to strengthen South-
South cooperation....” [Addis Ababa Action Agenda, §56 & §57]

In the lead-up to the Special General Assembly’s adoption of the 2030 Agenda, Secretary-General
Ban Ki-moon urged “the acceleration of the development momentum across the global South.” He
noted the key role South-South Cooperation (SSC) can play in its implementation. Alicia Barcena,
Executive Secretary of the UN ECLAC (Economic Commission for Latin America and the Caribbean),
reflected a common refrain in the international community when she recently asserted the
unsustainability of “the current pattern of development.” She called for a change of paradigm,

saying that “here South-South cooperation plays a central role.”®’

The April 2014 High Level Meeting (HLM) for the Global Partnership for Effective Development
Cooperation in Mexico welcomed,

“the initiatives undertaken by Southern partners to deepen the

understanding of the nature and modalities of South-South

Cooperation and the ways and means to enhance its development

impact as well as its potential synergies with the efforts of other

development cooperation partners and modalities.” [§27]

The second HML, scheduled to take place in Nairobi, November 2016, is expected to continue this

focus on SSC as a key resource for the SDGs.
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Concessional South-South Cooperation forms only part of an emerging parallel development
finance architecture.

South-South Cooperation represents a broad range of assistance efforts between middle-income
SSC providers and other developing country partners. SSC financing extends beyond the scope of
concessional development finance. In an increasingly multi-polar world, several rapidly
developing middle-income countries, lead by China, are creating a parallel development finance
architecture. These initiatives include the recently launched the BRICS New Development Bank,
the Chinese-sponsored Asia Infrastructure Development Bank, and China’s South-South
Cooperation Fund.

These Southern-initiated institutions create new and alternative opportunities for country
governments seeking development finance. However, some concerns and cautions have been
noted. For example, when the New Development Bank made its first loans in early 2016, civil
society critics expressed concern about the absence of transparency and sufficient environmental
and social safeguards in the Bank’s approval processes.”®

A focus on SSC concessional flows

SSC providers have been allocating highly concessional development finance (loans and grants),
whose terms parallel the rules for determining ODA established by the OECD DAC. While not
underestimating the medium term importance of the various institutional initiatives noted above,
the focus here is on trends for SSC concessional flows. Can they be scaled-up to finance the SDGs
alongside more traditional aid flows from DAC donors?

A number of SSC providers have been reporting their aid flows to the DAC, which, in turn,
publishes them alongside those from DAC members. Unfortunately, other SSC providers have not
regularly published up-to-date statistics for financial flows in support of development cooperation,
comparable to DAC ODA. In the absence of this data, it is only possible to make informed
estimates of total SSC concessional finance.

SSC aid flows increased to US$32.2 billion in 2014, but the increase since 2012 is highly
concentrated among three donors — Saudi Arabia, Turkey and the UAE.

Table Nine provides an estimate for total concessional flows from SSC and other non-DAC donors.
For the period of 2014/15, these flows amount to US$32.2 billion. According to OECD DAC sources,
SSC flows have increased considerably since 2012, when the equivalent estimate put flows from
these donors at USS$12 billion.

Three donors accounted for 85% of the USS$20 billion increase between 2012 and 2014/15 — Saudi
Arabia,(increased by US$13.3 billion); United Arab Emirates (increased by US$3.6 billion) and
Turkey (increased by US$1.4 billion). The primary focus for these donors, and the dramatic
increases in SSC resources, is the ongoing crisis in the Middle East, particularly in Syria and Egypt.”®
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Chart 29: Distribution of South-South Cooperation and Non-DAC Donors’ Concessional Flows

Distribution of South South Cooperation

and Non-DAC Donors Concessional Flows
China, India, Qatar, South Africa Esti es based on published data
Total Distributed US$28.5 billion out of US$32.2 billion for 2014/15
Source: OECD Dataset DAC2a & Various Published Sources, Author's Estimate

Other Country/Not
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North Africa, 16%
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The Middle East accounted for almost 70% of SSC flows in 2014/15.

Chart 29 tracks the regional distribution of SSC and non-DAC donor flows. It is evident that the
primary focus for 2014/15 flows is the Middle East and North Africa, which make up 73% of those

flows distributed by region.100

Sub-Saharan Africa received only 9% of the recorded flows, most of
which came from China and India. India is reported to allocate at least 80% of its concessional aid
to its immediate neighbours, particularly Bhutan. While Arab aid providers are presently
contributing much needed humanitarian support in the Middle East and North Africa, this is,
hopefully, a time-specific urgency. So a high percentage of this aid may not be available for the
2030 Agenda, as it is likely to decline when the immediate humanitarian crises in the region

subside.

China and India are the primary SSC aid providers beyond the Middle East, with approximately
$5 billion in flows annually.

Among the other SSC providers, China and India (with a combined estimate of USS5 billion in
concessional flows in 2014/15) are the primary providers outside the Middle East. Given the
current political turmoil in Brazil, its future as a donor is unclear,’® and Mexico has not yet
reported the regional distribution of its aid allocations.
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Table Nine: Estimates of South South Cooperation Concessional Flows

for Development (DAC ODA-like flows)

Aid Provider Concessional Assistance Notes
(millions USS)

a) SSC Providers Reporting to the DAC

Saudi Arabia $13,634 2014

United Arab Emirates $4,389 2015

Turkey $3,913 2015

Russia $1,140 2015

Hungary $152 2015

Israel $207 2015

Kuwait $277 2014

Romania $214 2014

Chinese Taipei $274 2014

Nine (9) Other providers* $344 2014 and 2015

b) SSC Providers Not Reporting to the DAC (estimates)

China $3,400 2014
India $1,600 2015
Qatar $1,344 2013
Brazil $500 2010
Mexico $530 2013
South Africa $148 2014
Four (4) Other Providers** $174 2014

Total SSC Providers 2014/15

$32,240 (estimate)

$11,952 in 2012 & $27,325 in
2013 (same sources)

Percentage of DAC Real ODA (2014) 26%
Percentage of DAC Country
Programmable Aid, including 46%

Humanitarian Assistance (2014)

Sources:

Providers reporting to the DAC: OECD Dataset DAC1a (2015 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 2016 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 2016 at https://www.devex.com/news/india-s-2015-16-foreign-aid-
budget-where-the-money-is-going-85666.

* The nine providers are Bulgaria, Croatia, Estonia, Kazakhstan, Latvia, Liechtenstein, Lithuania, Malta, and

Thailand.

*** The four providers are Chile, Colombia, Costa Rica and Indonesia.
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For some years to come, SSC concessional aid flow targeting the SDGs is likely to be modest
relative to the DAC flows.

In terms of concessional flows, it is important to note that several SSC providers under-estimate
their contributions to SSC through in-kind technical assistance. But given current realities for
middle-income providers, the potential role of SSC in financing the SDGs, beyond China and India,
with perhaps some contributions from Brazil, Mexico and South Africa, will be modest, when
compared to current ODA allocations of DAC donors. However, the BRICS (Brazil, Russia, India,
China and South Africa), as well as Mexico and Indonesia, may also provide significant non-
concessional resources bilaterally or through various South-South development banks.

Triangular cooperation is modest to date.

A number of DAC donors have engaged in “triangular cooperation,” joint initiatives involving
middle-income aid providers with DAC donors and partner countries in the South. These
innovations in finance are often promoted at international meetings on development finance.

The OECD DAC recently completed a study that was based on a survey of actors involved in
triangular cooperation. These actors were strong advocates for such efforts to build greater
collaboration between development partners and to support developing country partners with
innovative technical support. However, the findings also pointed to the lack of policies and
guidelines for triangular cooperation. It notes, that at this stage, finance through triangular
cooperation is still modest, where “most providers [...] invested less than USD $10 million per
year,” and “most developing countries received less than USD $5 million in total through triangular

. 102
cooperation.”

The role for China in future development cooperation in support of the SDGs is expanding.

At the end of 2015, China made a number of significant announcements regarding future
initiatives for its development cooperation. At the Special Session of the UN for the SDGs in
September, President Xi Jinping announced the creation of a USS2 billion fund to support South-
South Cooperation. He committed to forgiving the debt owed China by relevant LDCs, landlocked
developing countries, and small island developing countries.'®?

At the second Summit of the Forum on China-Africa Cooperation (December 2015), China’s
President announced USS60 billion in funding for Africa over the next three years. This included:
e USSS5 billion in interest free loans;
*  USS35 billion in preferential loans and export credit;
e USSS5 billion in additional capital for each of the China-Africa Development Bank and
Special Loans for the Development of African SMEs; and

e USS10 billion to support a fund for China-Africa production capacity development.'®*

There was no indication of the degree to which these announcements would affect the level of
concessional finance (ODA-like) in future years.
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6.2 Civil Society as Aid Providers

“Multi-stakeholder partnerships and the resources, knowledge and ingenuity of the
private sector, civil society, the scientific community, academia, philanthropy and
foundations, parliaments, local authorities, volunteers and other stakeholders will be
important to mobilize and share knowledge, expertise, technology and financial resources,
complement the efforts of Governments, and support the achievement of the sustainable
development goals, in particular in developing countries.” [Addis Ababa Action Agenda,
§10]

While CSOs are recognized as critical actors in development, particularly in knowledge sharing and
accountability, neither the AAAA nor Transforming our world put much emphasis on these
organizations as important providers of development cooperation. The same can be said of the
role of private foundations.

But CSOs provide significant financing for development. It is estimated that CSOs manage
approximately USS70 billion in development assistance annually, primarily from DAC countries
(taking into account both their privately raised funds and donor resources channeled through
CSOs — see below).

As a key partner for civil society in developing countries, CSOs are global development actors,
playing multiple roles on the ground in communities. They contribute to innovative sector
projects, support humanitarian assistance, and hold other development actors accountable to
their commitments and good governance. At the same time, CSOs have witnessed a deteriorating
enabling environment for their work in an increasing number of countries.'®

ODA implemented by CSOs is increasing, reaching US$21.6 billion in 2014.

The DAC documents official aid resources channeled to CSOs (for purposes identified by CSOs) and
through CSOs (for purposes identified by the donor and contracted to CSOs). In 2014, DAC donors
provided USS$18.7 billion to CSOs, with an additional US$2.9 billion channeled to CSOs by
multilateral organizations. This makes for a total of US$21.6 billion in ODA implemented by CSOs.
These amounts (in current dollars) have been slowly increasing since 2010 when US$18.6 billion of
ODA was implemented by CSOs, translating into an increase of over 15% in the past four years.*®

While proportions varied among DAC countries, together DAC donor bilateral ODA channeled
through and to CSOs represented 22% of their Real Bilateral ODA in 2014, up from 20% in 2010.

An accurate estimate of private funds raised for development by CSOs is challenging.

Some DAC members provide estimates of private funds raised by CSOs in their country. Since
2010, these estimates have hovered around USS$34 billion, with a small drop in 2014 to US$32.8
billion (mainly due to two donors not reporting in that year).’”” Of this amount, US$26 billion in
2014, or more than 75%, was raised in the United States.

Given the reporting limitations, these estimates do not provide a comprehensive accounting of all
private funds raised by CSOs. In 2013, the Center for Global Prosperity put total privately raised
CSOs funds at USS48 billion globally, including US$370 million in Brazil, China, India and South
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Africa.’® The DAC also records that US$330 million was raised by CSOs in Turkey in 2014, and
US$190 million in the United Arab Emirates.

Unfortunately, the Center for Global Prosperity has not produced a report on philanthropic

contributions since 2013.

It is estimated that US$70 billion in development cooperation resources are raised and managed
by CSOs.

While only an estimate, combining the DAC figures on ODA finance channeled through CSOs and
the private financing identified by the Center for Global Prosperity, CSOs currently contribute at

least US$70 billion in development cooperation.

6.3 The Private Sector, ODA and the SDGs

“Encourage and promote effective public, public-private and civil society
partnerships, building on the experience and resourcing strategies of
partnerships.” [Transforming our world, Goal 17.17, 27/35]

“Projects involving blended finance, including public-private partnerships,
should share risks and reward fairly, include clear accountability mechanisms
and meet social and environmental standards. ... We also commit to holding
inclusive, open and transparent discussion when developing and adopting
guidelines and documentation for the use of public-private partnerships...”
[AAAA, §48]

“Aid for Trade can play a major role. We will focus Aid for Trade on developing
countries, in particular least developed countries, including through the
Enhanced Integrated Framework for Trade-Related Technical Assistance to Least
Developed Countries. We will strive to allocate an increasing proportion of Aid
for Trade going to least developed countries ...” [AAAA, §90]

Private sector investment is a crucial component to achieving the SDGs by 2030, particularly in
areas of economic infrastructure, sustainable livelihoods and decent jobs. As a strategy to deal
with the financing gap, donors have been eager to bring the business sector to the table to discuss
financing options for the SDGs. At the same time, they are expanding options for using ODA as a
means to increase private sector investment in support of the SDGs in the poorest countries.

Corporate foreign investment is concentrated in the wealthy developing countries.

It is suggested that there has been a major shift towards private sector finance now available to
developing countries that can be tapped for the SDGs, essentially marginalizing ODA as a

development resource.
However, current allocations of private foreign direct investment (FDI) to developing countries

tells a different message. Of the $690 billion in FDI directed to developing countries in 2014, 76%

was invested in Upper Middle Income Countries, 17% in LMICs, and a mere 6.5% in Least

Developed (LDCs) and Low Income Countries (LICs).**

Goodman and Hilton, in the Australian chapter for this Report, point to UNCTAD calculations
68| Page



demonstrating that foreign direct investment in physical operations (removing mergers and
acquisitions) was only USS$35 billion in 2014 for all developing countries, outside of China and
Hong Kong, with only USS$1.5 billion to least developed countries.® These investments of US$35
billion represent only 28% of total Real ODA in that year.

Given the absence of significant investment opportunities in LDCs and LICs, the foreign private
sector investment is unlikely to turn the tide with private financing for the SDGs, particularly in the
poorest countries. In these countries the route to expanding opportunities for better livelihoods
lies with strengthening the domestic private sector, and particularly small and medium
enterprises, and the rural economy, as Reality of Aid argued in its 2012 Global Report.*™*

ODA support for private public partnerships (PPPs) is increasing, but remains a very small
portion of ODA.

Calls for strengthening “private public partnerships” (PPPs) in support of the SDGs was a
persistent refrain at both the Addis Financing for Development Conference and the SDG Special
UN Session approving the SDGs in September 2015.

Indeed, several donors have devoted increasing amounts of ODA in PPPs. This support has grown
from US$84.8 million in 2005 to US$700.7 million in 2014 (2014 constant dollars). (Chart 30) Five
donors account for more than 85% of these PPP disbursements in 2014 — Belgium, Denmark, the
Netherlands, the UK and the US. However, despite this growth, ODA directed to PPPs accounted
for only 1.3% of the ODA of these five donors in that year.

Chart 30: Donor ODA to Public Private Partnerships, 2005 - 2014

Donor ODA to Public Private Partnerships, 2005 - 2014

Gross Disbursements, million of 2014 Constant US$
Source: OECD Dataset DAC CRS, April 2016
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Social sectors rank high in sector distribution of allocable PPP ODA.

For DAC donors as a whole, close to 40% of ODA devoted to PPPs was directed to the social
sectors in 2014. The productive sectors accounted for 20% of sector allocable PPP ODA, with
agriculture making up 9.4% of this amount. Approximately 21% of sector allocable PPP ODA was
directed to business support services, and 16% to multi-sectors (including 11% devoted to
environmental protection).

Among PPPs supported by USAID, 89% were with business sector partners, and 83% were highly
associated with the commercial interests of the business partner.

The Brookings Institute recently published an interesting study of PPPs initiated by USAID, a major
promoter of engaging the private sector in USAID development efforts. The study reviewed 1,600
projects between 2001 and 2014.**2
was USS$16.5 billion, averaging US$880 million a year, with the expectation that private partners

The total value of USAID’s investment in these PPP projects

contributed at least an equal share.

A review of these projects presents a different profile that the macro picture in the DAC data:
* Only 26% (by value) targeted UMICs, while 42% targeted MICs, and 32% targeted LDCs and
LICs; and
* Inrelation to sectors 47% (by value) was concentrated in the health sector (in part due to
one very large project worth USS$4.2 billion), 13% in agriculture and food security, 12% in
economic growth, trade and entrepreneurship, 7% in education, and 12% were considered
multi-sectoral.

The Brookings study also explored several questions on the nature of the partnerships. It found
that 89% of the PPPs (by value) were with business sector partners (with the remaining 11% with
NGOs). The PPPs (83% by value) were highly associated with the commercial interests of the
business partner, which can be considered an informal modality for tying US aid to US corporate
interests. Technical advice and expertise represented the main resource offered by the business
sector (88% of the PPPs by value). They also found that where the business sector contributed
expertise, the PPP was more likely to be tied to their commercial interests. The study,
unfortunately, did not assess these PPPs in terms of a sustained development impact and poverty
reduction.

Allocation of ODA to key sectors targeting aid-for-trade held constant since 2005.

Aid-for-trade has been a long-standing interest of donors following the collapse of the WTO Doha
Development Round of trade talks in 2005. However, an accurate assessment of aid for trade is
difficult, both in terms of the amount invested and the impact of trade on development outcomes
for poor and marginalized populations.™ The most recent DAC figures put ODA devoted to aid-
for-trade at US$42.8 billion.***

Given the fact that the DAC does not disaggregate large allocations in the finance and production
sectors, this amount appears to be a significant exaggeration of the real ODA resources devoted to
strengthening the trade relations of developing countries. For example, the figure includes all
ODA in support of economic infrastructure, including micro-finance, and all of agricultural
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investments, with unknown amounts focusing on production for trade..

Perhaps a more accurate picture is provided through an examination of the detailed DAC sector
codes. The DAC CRS records $763 million in 2014 devoted to trade policy and regulation. Other
elements, such as transportation and storage, business support services, mineral resources and
mining, and commodities support could arguably be included. The sum of all of these components
for 2015 gives a total investment of USS9 billion, far removed from the $42.8 billion claimed. It is
also useful to note that these sectors have been a constant proportion of allocable sector aid
resources since 2005, hovering between 10% and 12% over the decade.
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11.

12.

13.

Annex One
Addis Ababa Action Agenda: Development Cooperation Commitments

ODA Levels: “ODA providers reaffirm their respective ODA commitments, including the
commitment by many developed countries to achieve the target of 0.7 per cent of ODA/GNI and
0.15 to 0.20 per cent of ODA/GNI to least developed countries.” [§51]

Focus on least developed countries: “We recognize the importance of focusing the most
concessional resources on those with the greatest needs and least ability to mobilize other
resources,” including praise for those countries that devote at least 50% of their ODA to least
developed countries. [§52]

Predictability and transparency: “Encourage the publication of forward-looking plans which
increase clarity, predictability and transparency of future development cooperation, in accordance
with national budget allocation processes.” [§53]

Tracking resources of gender equality: “Urge countries to track and report resource allocations for
gender equality and women’s empowerment.” [§53]

Catalyze resources from other sources: Support domestic resource mobilization and “unlock
additional finance through blended or pooled financing.” [§54]

Effective development cooperation: “Welcome continued efforts to improve the quality, impact
and effectiveness of development cooperation and other international efforts in public finance,
including adherence to agreed development cooperation effectiveness principles” and will “take
account of efforts in other relevant forums, such as the Global Partnership for Effective
Development Cooperation, in a complementary manner.” [§58]

Humanitarian finance: “We recognize the need for the coherence of developmental and
humanitarian finance to ensure more timely, comprehensive, appropriate and cost-effective
approaches to the management and mitigation of natural disasters and complex emergencies. We
commit to promoting innovative financing mechanisms to allow countries to better prevent and
manage risks and develop mitigation plans.” [§66]

Peacebuilding: “We recognize the peacebuilding financing gap and the role played by the
Peacebuilding Fund. We will step up our efforts to assist countries in accessing financing for
peacebuilding and development in the post-conflict context.” [§67]

Innovative finance: “We invite more countries to voluntarily join in implementing innovative
mechanisms, instruments and modalities which do not unduly burden developing countries.”

(§69]

Multilateral Development Banks: “We encourage the multilateral development finance
institutions to establish a process to examine their own role, scale and functioning to enable
them to adapt and be fully responsive to the sustainable development agenda.” [§70]

Middle-income countries: “We recognize that middle-income countries still face significant
challenges to achieve sustainable development. ... We also acknowledge that ODA and other
concessional finance is still important for a number of these countries and has a role to play for
targeted results, taking into account the specific needs of these countries.” [§71]

South South Cooperation (SSC): “Recognize its increased importance, different history and
particularities, and stress that South-South cooperation should be seen as an expression of
solidarity among peoples and countries of the South, based on their shared experiences and
objectives. It should continue to be guided by the principles of respect for national sovereignty,
national ownership and independence, equality, non-conditionality, non-interference in domestic
affairs and mutual benefit.” [§56]

Development Banks: “We welcome efforts by new development banks to develop safeguard systems

in open consultation with stakeholders on the basis of established international standards, and
encourage all development banks to establish or maintain social and environmental safeguards
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14.

15.

16.

systems, including on human rights, gender equality and women’s empowerment, that are transpar-
ent, effective, efficient and time-sensitive.” [§75]

Strengthening health systems and universal health coverage: “We commit to strengthening the
capacity of countries, in particular developing countries, for early warning, risk reduction and
management of national and global health risks, as well as to substantially increase health financing
and the recruitment, development, training and retention of the health workforce in developing
countries, especially in least developed countries and small island developing States.” [§77]

Delivering quality education: “We will scale up investments and international cooperation to allow all
children to complete free, equitable, inclusive and quality early childhood, primary and secondary
education, including through scaling-up and strengthening initiatives, such as the Global Partnership
for Education.” [§78]

Climate finance: Look forward to a Paris Agreement that “reflects the principle of common but
differentiated responsibilities and respective capabilities, in light of different national circumstances.”
[§59] The AAAA “recognize(s) the need for transparent methodologies for reporting climate finance...”
[§60] It notes the decision of the Board of the Green Climate Fund to “aim for a 50:50 balance
between mitigation and adaptation over time on a grant equivalent basis and to aim for a floor of 50
per cent of the adaptation allocation for particularly vulnerable countries, including least developed
countries, small island developing States and African countries.” [§61]
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Annex Two
Future Trends in DAC Donor ODA

2014 to 2015 Increase /
Decrease & Percentage

Donor Expected Trend of Total DAC ODA in 2015

Australia Decrease: The May 2016 budget projected another Decreased 11.1%.
decrease in Australian aid. From a high of AUS5,053 million
in 2012-13, aid fell to AUS4,052 million in 2015-16, and is 2.4% of ODA in 2015
projected to be AUS$3,828 million in 2016-17, AUS3,912
million in 2017-18 and AUS4,014 billion in 2018-19. Aid in
2016/17 is 24% less than in 2012-13.'"°

Austria Uncertain: Planned cuts in 2015 to the Austrian Aid Agency | Increased 15.4%. But
budget were postponed at the last moment. Aid levels may | declined by 7.4% excluding
rise due to debt cancellation (Sudan) and increased in- refugee costs.
country refugee costs. Real aid may be affected, but
direction of real aid uncertain. 0.9% of ODA in 2015.

Belgium Decrease: Since 2012 aid has been cut more than €900 Decreased 7.8%. Declined
million. The development minister has announced further by 12.2% excluding refugee
cuts of €1 billion over next five years.116 costs.

1.4% of ODA in 2015.

Canada Increase: Very modest increase in aid expected from 2015 Increased 17.1%
to 2016; Expect modest increases thereafter."”” The
increase from 2014 to 1015 was due to a special one-off 3.3% of ODA in 2015.
loan to the Ukraine and double payments to the IFls in the
calendar year 2015.

Denmark Decrease: New government will reduce aid to 0.7%. Increased 0.8%. Declined by
Budget for 2016 fulfills this promise and the 2015 budgetis | 6.8% excluding refugee
projected to be 0.73% of GNI down from the expected level | costs.
of 0.83%.'**

2% of ODA in 2015.

Finland Decrease: New conservative government in 2015. Finish Decreased 5.7%.

ODA will decrease by 43% between 2014 and 2016, from

around €1.2 billion to €715 million."** In early 2016 the 1% of ODA in 2015.
government announced an additional €25 million cut to

Finland's ODA.

France Increase: France’s development agency — Agence Increased 2.8%. Increased
Francaise de Développement — annual financing capacity by 3.4% excluding refugee
will rise from €8.5 billion ($9.22 billion) to €12.5 billion by costs.

2020 and half of that increase will be directed towards
climate change — raising annual climate financing from 3 7% of ODA in 2015.
billion to €5 billion by 2020."*°

Germany Increase: In March 2015 the German government Increased 25.9%. Increased
announced that German ODA would increase by €8.3 billion | by 5.8% excluding refugee
by 2019. This would be the highest increase in German costs.
history.

13.5% of ODA in 2015.

Ireland Increase: After repeated cuts in ODA since 2011, ODA will Increase by 1.9%.
increase by €40 million to €640 Million in 2016.

0.5% of ODA in 2015.

Italy Increase: The government’s ambition is to reach 0.30% of Increase by 14.2%. But

GNI by 2020. In 2015 the ratio was 0.21%.

increase cut to 7.5%
excluding refugee costs.
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2.9% of ODA in 2015.

Japan

Increase: According to the General Account Budget (the
main budget), Japan’s ODA budget was increased by 1.8%
for fiscal year (FY) 2016. This is first time since FY 1997 that
the ODA budget has been increased.

Increase by 12.4%.

7.1% of ODA in 2015.

Netherlands

Decrease: Total ODA levels are expected to increase, but
only because of substantial increases for in-country refugee
expenditures.

Increased by 24.4%. But
increase 15.4% excluding
refugees costs.

4.4% of ODA in 2015.

Norway Increase: The 2016 budget proposal entails an overall Increased by 8.7%. But
increase in the ODA budget of NOK1.2 billion compared increase reduced to 2.2%
with the initial budget proposal for 2016, bringing the ODA excluding refugee costs.
budget for 2016 to NOK34.8 billion, which represents 1
percent of Norway’s total income (GNI).121 3.3% of ODA in 2015.

Spain Increase Spain has publicly announced reversing the Increased by 1.5%. But
decline in its ODA as its economy increases and has increase reduced to 0.4%
projected increases in its 2015 and 2016 budgets. excluding refugee costs.
However, it also failed to spend its full allocation in 2014.

(DAC Peer Review, 2016). 1.2% of ODA in 2015.

Sweden Increase: Small increase for climate finance included in Increased by 38.8%. But
ODA. A new accounting method will put Sweden below 1% | increase reduced to 9.9%
of GNI in 2016. excluding refugee costs.

5.4% of ODA in 2015.

Switzerland Unchanged: The government has earmarked just over Increased by 6.7%.
CHF11 billion ($11.2 billion) for international cooperation
over the next four years, including development and 2.7% of ODA in 2015.
humanitarian aid as well as trade promotion and other
economic measures.

United Increase: Tied to 0.7% of GNI. But increases will not be as Increased by 3.2%.

Kingdom large as originally expected. Because estimates of growth

has been halved, the country’s aid budget, estimated in
November at $23.4 billion for 2019-2020, will be about 650
million pounds ($932 million) less than expected.122

14.2% of ODA in 2015.

United States

Decrease: ODA is projected by CSOs to be lower in 2017.

Decrease by 7%.

23.6% of ODA in 2015.
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