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EU Aid Transparency: Stepping up to the challenge

An AidWatch Position Paper
November 2010

Introduction
This paper sets out the CONCORD AidWatch network’s position on aid transparency and comprises four main sections: “Background to aid transparency” explains the emergence of a global movement for aid transparency; “Why aid transparency matters” explores the key arguments for prioritising transparency on aid; “How transparent is EU aid?” examines the European Commission (EC) and European member states performance regarding the transparency of their aid; and in “What needs to happen?” we outline our recommendations for the European Union in three core areas, in preparation for the EC working paper on Mutual Accountability and Transparency as a 4th Chapter of the EU Aid Effectiveness Operational Framework and in the lead up to the 4th High Level Forum on Aid Effectiveness in South Korea in 2011.
 

Background to aid transparency
A global movement for aid transparency has emerged at a time when there is growing awareness of the importance of how aid is being used. As a result of the current financial crisis, there has been a resurgence of commitment to financial aid transparency in all areas and greater focus on the effectiveness of spending. In its Europe2020 initiative
 the EU has made a commitment to bring about safer, sounder, more transparent and more responsible financial systems.

At the same time the pressure on domestic public expenditure is mounting as governments face tough political choices on how they spend taxpayers’ money and increased demands for results by European citizens. Transparency on aid spending is a critical part of the response needed to engage and maintain public support for development cooperation.

The European Commission and EU member states have made important commitments to citizens and governments in Europe and developing countries to improve the effectiveness of their aid. Without progress on aid transparency, these commitments will not be met. 
In its June Council Conclusions
, the EU has recognised the importance of aid transparency and mutual accountability, acknowledging that progress on these principles of aid effectiveness remains slow. Looking to the future, with the framework of the European External Action Service on the agenda post-Lisbon, and discussions underway on a package of Commission proposals on development and financing, there is a clear window of opportunity for the EU to demonstrate its commitment to the principles of aid transparency and mutual accountability with concrete action.
Why aid transparency matters 
1) Aid Transparency underpins mutual accountability
Aid transparency and mutual accountability are inextricably linked. Recipient country governments cannot hold donors to account unless they know what they are doing. More specifically, without timely, comprehensive and comparable information from donors they cannot plan their own resource use, coordinate with donors or explain to their citizens what they are doing. Similarly parliaments and civil society organisations in developing countries are unable to perform their democratic role in holding their government to account by engaging in policy discussions and expenditure monitoring. 
Here in Europe, transparent information about the European Commission and Member States’ expenditure on aid can be used to monitor the results of multi-lateral aid spending, allowing EU citizens and their representatives both in the European Parliament and their respective member states to hold the EU and their own governments to account. Civil society organizations play a crucial role in influencing and scrutinizing the implementation of policy decisions as well as raising awareness of the impacts of incoherent policies on development.

Transparency on aid information is also the foundation for real, inclusive dialogue and co-operation with active citizens both in Europe and developing countries. Transparency should go beyond aid reporting and be integrated from the start into policy making processes. Processes that are more transparent and participatory from the early stages onwards could prevent decision-making at the highest EU level – the Commission, the Council, and the European Parliament – from being held hostage to vested interests. Pro-poor and sustainable development policies should prevail over short-term, narrow or elite European interests and should form the basis for EU policy.

For aid to be really effective it is not only aid efforts which must be transparent but all European policies affecting people in developing countries must be open to public scrutiny. As part of its Policy Coherence for Development agenda
, the EU has made a commitment to ensure that its non-development policies do not undermine the efforts of developing countries to achieve the MDGs. Transparency must be a cornerstone of this approach. 

2) Aid transparency is critical to delivering on aid effectiveness
Aid transparency is central to delivering on the promise of aid effectiveness and the Millennium Development Goals (MDGs). The Accra Agenda for Action (AAA) makes clear the importance of aid transparency stating that “transparency and accountability are essential elements for development results. They lie at the heart of the Paris Declaration”. In addition, donor countries committed to “publicly disclose regular, detailed and timely information on volume, allocation and, when available, results of development expenditure”

The European Commission and EU member states are signatories to both the 2005 Paris Declaration on Aid Effectiveness and the subsequent Accra Agenda for Action however they are struggling to deliver on their promises. One of the key stumbling blocks is a lack of information on what is currently happening regarding the implementation of the Paris principles. 

In practice this means that the European Commission and European member states need to provide better and more accurate information on their aid spending within the framework of a common set of international standards to enable the EU to compare and harmonise its efforts with other donors and recipient countries. Transparency on aid information is clearly an area where it makes sense for EU member states to work more closely together, supported by the European Commission.

For more information on aid to have an impact on it must be comparable at international level. The International Aid Transparency Initiative (IATI)
 was launched in Accra during the High Level Forum on Aid effectiveness and is working to ensure critical improvements to the transparency of information around aid, by supporting donors to provide information on aid activities. To-date the European Commission, and eight EU member states, (Denmark, Finland, Germany, Ireland, the Netherlands, Spain, Sweden and the United Kingdom) are signatories to the Initiative and have committed to developing a common aid reporting standard by December 2010.

3) Aid transparency is fundamental to increasing the efficient and effective use of public resources

Governments in recipient countries struggle to know with precision how much aid is invested in their country, from whom and how much is being spent. This not only affects how aid resources are utilised but it also has an impact on their own resources. A lack of predictability or provision of future aid information means that government officials invest less in future planning processes. At a macroeconomic level, not knowing how much external aid is flowing into a country undermines macro-planning and stability through affecting exchange rates, monetary supply and fiscal policy, making poverty reduction harder to achieve.

Donors such as governments, multilateral, private companies and foundations and aid agencies (including civil society organisations) need greater aid transparency for optimal impact. Without the ability to compare aid flows and activities of different actors it is not possible to start making judgements on the best use of resources. For example, knowing exactly how much and where aid is spent allows citizens and civil society organisations to identify gaps, enabling mobilisation of support for underfunded issues.
The effectiveness of aid is reduced when there are duplicating initiatives, especially at country and sector levels. In the AAA donors made a clear commitment to reduce the fragmentation of aid by improving their coordination and reducing the number of sectors where they are active in a recipient country. The EU in particular has promoted this division of labour by adopting the EU Code of Conduct on Complementarity and Division of Labour
. However any implementation of a division of labour is impossible to achieve unless there is clear and comparable information on who is already doing what, where. 
4) Aid transparency supports public engagement in development
However mutual accountability goes beyond efficiency in money management, as citizens in the EU and in developing countries increasingly want to know what kind of aid policies are put in place and how they contribute or not to lasting change in the lives of poor people. While European citizens attach an increasingly high value to development cooperation, as the latest Eurobarometer survey
 shows, the EU continues to face a “communication challenge” regarding its visibility and importance as a development actor. The more transparent and open European Union Institutions and member states are about their aid policies and expenditure, the more citizens and civil society will be able and ready to engage with them and support their work.
How transparent is EU aid?

In the June Council conclusions on the MDGs for the United Nations High-Level Plenary meeting in New York
 the EU has reaffirmed “the importance of democratic governance as a central element for achieving the MDGs. Transparency and accountability to citizens in all countries at all levels and including all stakeholders (central and local governments, civil society organisations and the private sector) are cornerstones for progress on development outcomes.”

In his recent statement to the UN General Assembly on the MDGs
 President Barroso underlined his commitment to total transparency on aid management and accountability for development results, however so far these commitments are yet to be translated into concrete actions. 
While the European Commission has recently taken steps to improve the publication of information on aid, the mid-term review of country programming documents highlighted the need for the EC to make improvements in the area of transparency and local democratic ownership
.
At a member state level, a recent analysis of the EC’s 2008 Monterrey survey
 shows that EU donors have difficulties in fulfilling their commitments in the Code of Conduct owing to a lack of overview of what different donors are doing in a given recipient country and a lack of clarity on sector definitions. The EU’s own Fast Track Initiative to speed up this process, which is being co-led by Germany and the European Commission, is foundering owing to lack of information on the overall picture of aid flows in each sector. Without comparable and transparent information, both donors and recipients will continue to face serious challenges to minimising duplication and maximising the impact of their resources. 

The latest assessments of aid transparency across European countries by AidWatch
 and Publish What You Fund
 have highlighted serious weaknesses in the transparency of aid information. All European member states are failing to put into practice transparency related to the “to be implemented immediately” commitments made at Accra, in particular by not publicly disclosing information on aid conditions in procurement and aid agreements, especially when it comes to information by recipient country. While the increased focus on budget support as an aid modality could provide for real democratic ownership of development processes by citizens in developing countries, the lack of public information on budget support agreements does not allow for democratic scrutiny. 
The Accra Agenda for Action provides donors with a real opportunity to promote the right of access to information about aid. By providing information more publicly, donors can encourage active engagement in the aid sector, however many European countries are performing poorly in terms of how proactively their governments and development agencies are promoting the right of access to aid information.
What needs to happen? 
This year is the deadline for the implementation of the reform commitments signed in Paris and Accra. In 2011, governments, development agencies and civil society organisations from all over the world will meet at the next High level Forum in Seoul to review progress and discuss the way forward. Until then, there is still time for the European Commission and European member states to get back on track and work together to find a common EU approach for implementing their commitments on aid transparency and accountability. There are three key areas where we think the European Commission and member states should be focussing their efforts over the coming year.
1. Meeting commitments on transparency of aid information
 
The European Commission and European member states must meet their commitment to produce and disclose reliable, comprehensive and timely aid information in a way that is compatible with recipient country systems:
· On the frontline of aid programming and implementation, EC Delegations and member state diplomatic missions can play a vital role in proactively publishing accessible and comparable information on aid at country-level.

· Aid information should be comparable and support country ownership by being presented in-line with the recipient country’s budget cycle and budget classifications.

· Information on aid should cover all EU external assistance not just programmable aid. In addition to development cooperation, information should include climate financing, humanitarian aid, aid to fragile states and in post-conflict situations. It should also be “traceable” tracking the re-granting and subcontracting of aid, which becomes increasingly important as financing becomes more complex, for example in the case of public-private partnerships or the blending of grants and loans in cooperation with finance institutions.
The European Commission and European member states must meet their commitment to regularly make public all conditions linked to disbursements:

· The EU should take the lead in promoting a global consent to publicise budget support agreements with transparency as the norm and an explicit veto required in order to keep conditions secret. The European Commission’s forthcoming communication on budget support provides an ideal opportunity for taking this proposal forward.
· The EC and European member states should systematically report on and publish procurement outcomes (contract awards). This is not only a prerequisite for transparency and accountability but also for tracking flows to the ultimate beneficiaries and assessing their developmental impact.
2. Using a common language: Signing up to IATI and making it work

The EU must provide leadership in taking forward international efforts to implement a common standard:
· All European governments that haven’t already done so should engage with the development of a common standard through the existing process, specifically the International Aid Transparency Initiative.
· All European signatories should publish their implementation plans for IATI phase 1 and their commitments to phases 2 and 3.
· The European Commission in particular must continue to play a pivotal role in supporting European member states in developing a common European approach to aid transparency by proactively participating in IATI’s efforts to forge common aid information standards.  We call on the EC to clarify its own timetable for reporting to IATI. 
· We acknowledge efforts towards improving EU coordination and harmonisation on aid through the EC’s web-based TR-AID (Transparent Aid) initiative. However this must be linked to broader transparency initiatives and be made available to the public.
3. Strengthening accountability and democratic ownership in EU policy-making and institutions 
The EU should improve the accessibility of aid information and invest in processes and institutions that can use the information to promote accountability and local ownership: 
· The EC and European member states must ensure that civil society organisations and recipient country parliaments have access to timely information on aid programming processes as a first step towards systematic consultation and inclusion in the design, implementation and evaluation of development policies and country strategies. 
· The EC and European member states should increase their support to and for in-country accountability processes including civil society and parliamentary monitoring of aid expenditure. 

· Communication strategies and tools should be reviewed to ensure information is more accessible to civil society actors on a broader scale, by making better use of websites and local media, such as community radio.
At European level, there must be increased transparency in the Council, the European Commission as well as among member states in order to ensure that civil society organizations (and others) can monitor policy development and hold institutions accountable: 
· Policy documents must be published proactively and the presumption should be in favour of transparency and disclosure. 
· Impact Assessments on EU legislative initiatives should be more systematic, include a development dimension and should be published. Where decisions are made that are not clearly in line with the development objectives of the EU then these decisions must be justified, documented and published.  The European Parliament and civil society can play a role in monitoring whether the right decisions have been made and the longer term impacts have been as predicted. 
There are legitimate concerns that European External Action Service (EEAS) will divert resources away from development to other objectives. The EEAS should take decisions and function in a fully transparent manner:
· Information on EEAS policies, activities and expenditure must be publicly available and accessible in a timely, comprehensive and comparable way.
· Effective mechanisms must be created, including a strengthening of the role of the European Parliament, to ensure democratic scrutiny over all EEAS policies, programming and implementation.
Conclusions 
The EU has a collective responsibility to meet its commitments and targets on aid effectiveness as defined by the Paris Declaration on Aid Effectiveness and the Accra Agenda for Action. Transparency of information on donor activities is a precondition for the EU to deliver on these commitments, underpinning the EU’s accountability towards its own European citizens.
While there appears to be a genuine willingness to move forward, there is common recognition that progress to-date on transparency of aid has been far too slow and that EU donors still have considerable work to do. The EU’s credibility as the world’s largest donor rests on its ability to translate these core principles into concrete action.

In the lead up to the High Level Forum on Aid Effectiveness in South Korea in 2011, there is a real opportunity for the European Commission and member states to show leadership in taking forward a common European approach to transparency on aid, within an internationally agreed framework. We look towards the European Union in stepping up to the challenge. 





CONCORD is the European NGO Confederation for Relief and Development. Its 18 international networks and 24 national associations represent more than 1600 European development NGOs.


AidWatch is a pan-European lobby and campaigns initiative under the aegis of CONCORD which monitors and advocates on the quality and quantity of aid provided by EU Member States and the European Commission.


For further information please contact the AidWatch Coordinator Franz Berger: � HYPERLINK "mailto:fberger@concordeurope.org" �fberger@concordeurope.org�











� This paper does not aim to reflect on the civil society organisations’ global process to define principles of development effectiveness. Further information on this can be found at: � HYPERLINK "http://www.cso-effectiveness.org/" �http://www.cso-effectiveness.org/�


�� Europe2020: A European strategy for smart, sustainable and inclusive growth: � HYPERLINK "http://ec.europa.eu/commission_2010-2014/president/news/documents/pdf/20100303_1_en.pdf" �http://ec.europa.eu/commission_2010-2014/president/news/documents/pdf/20100303_1_en.pdf�


� Council Conclusions on the Millennium Development Goals for the United Nations High-Level Plenary meeting in New York and beyond at � HYPERLINK "http://ec.europa.eu/development/icenter/repository/EU_council_conclusions_MDGs_20100614.pdf" �http://ec.europa.eu/development/icenter/repository/EU_council_conclusions_MDGs_20100614.pdf�


� See “Policy Coherence for Development: Accelerating progress towards attaining the MDGs” COM (2005) 134 final at � HYPERLINK "http://ec.europa.eu/development/icenter/repository/2005.04_COM(2005)134_EN.pdf" �http://ec.europa.eu/development/icenter/repository/2005.04_COM(2005)134_EN.pdf�, the EU Report on Policy Coherence for Development COM(2007)545 final at � HYPERLINK "http://ec.europa.eu/development/icenter/repository/eu_report_policy_coherence_COM(2007)_545_final_en.pdf" �http://ec.europa.eu/development/icenter/repository/eu_report_policy_coherence_COM(2007)_545_final_en.pdf�. Council Conclusions 2007 at � HYPERLINK "http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/gena/111278.pdf" �http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/gena/111278.pdf� and Council Conclusions 2009 at http://www.consilium.europa.eu/uedocs/cmsUpload/st16079.en09.pdf


� The Paris Declaration on Aid Effectiveness and the Accra Agenda for Action, page 20 paragraph 24 at � HYPERLINK "http://www.oecd.org/dataoecd/11/41/34428351.pdf" �http://www.oecd.org/dataoecd/11/41/34428351.pdf�


� � HYPERLINK "http://www.aidtransparency.net/wp-content/w3tc/pgcache/_index.html.gzip" �http://www.aidtransparency.net/wp-content/w3tc/pgcache/_index.html.gzip�


� Council Conclusions on the EU Code of Conduct on Complementarity and the Division of Labour in Development Policy, 15 May 2007 at  � HYPERLINK "http://register.consilium.europa.eu/pdf/en/07/st09/st09558.en07.pdf" �http://register.consilium.europa.eu/pdf/en/07/st09/st09558.en07.pdf�


� Special Eurobarometer Report 352 of September 2010 on “Europeans, development aid and the MDGs” at  � HYPERLINK "http://ec.europa.eu/public_opinion/archives/ebs/ebs_352_en.pdf" �http://ec.europa.eu/public_opinion/archives/ebs/ebs_352_en.pdf�


� Council Conclusions on the Millennium Development Goals for the United Nations High-Level Plenary meeting in New York and beyond paragraph 8 at � HYPERLINK "http://ec.europa.eu/development/icenter/repository/EU_council_conclusions_MDGs_20100614.pdf" �http://ec.europa.eu/development/icenter/repository/EU_council_conclusions_MDGs_20100614.pdf�


� � HYPERLINK "http://www.europa-eu-un.org/articles/en/article_10106_en.htm" �http://www.europa-eu-un.org/articles/en/article_10106_en.htm�


� AidWatch Report 2010  Penalty Against Poverty - More and better EU aid can score


Millennium Development Goals at � HYPERLINK "http://www.concordeurope.org/Public/Page.php?ID=25122" �http://www.concordeurope.org/Public/Page.php?ID=25122�


� Commission Staff Working Document – Aid Effectiveness –Annual Progress Report 2010 SEC (2010) 422 final at � HYPERLINK "http://ec.europa.eu/development/icenter/repository/SEC_2010_0422_COM_2010_0159_EN.PDF" �http://ec.europa.eu/development/icenter/repository/SEC_2010_0422_COM_2010_0159_EN.PDF�


� AidWatch Report 2010  Penalty Against Poverty - More and better EU aid can score


Millennium Development Goals at � HYPERLINK "http://www.concordeurope.org/Public/Page.php?ID=25122" �http://www.concordeurope.org/Public/Page.php?ID=25122�


� Aid Transparency Assessment 2010 � HYPERLINK "http://www.publishwhatyoufund.org/" �http://www.publishwhatyoufund.org/�


� How this information should be disclosed in order to achieve the benefits of aid transparency is delineated in the Publish What You Fund aid transparency principles: 1) Information on aid should be published proactively, 2) information on aid should be comprehensive, timely, accessible and comparable 3)Everyone can request and receive information on aid processes 4) The right of access to information about aid should be promoted see  � HYPERLINK "http://www.publishwhatyoufund.org/" �http://www.publishwhatyoufund.org/�  for further information


� The Paris Declaration on Aid Effectiveness and the Accra Agenda for Action, page 20 paragraph 25 b) at � HYPERLINK "http://www.oecd.org/dataoecd/11/41/34428351.pdf" �http://www.oecd.org/dataoecd/11/41/34428351.pdf�
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