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2) “Using national systems for the management of funds....established in the general legislation
(and related regulations) of the country and implemented by the line management functions of the
government” [OECD 2006b]
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“Donors use national procurement procedures when the funds they provide for the implementation
of projects and programmes are managed according to the national procurement procedures as
they were established in the general legislation and implemented by government. The use of national
procurement procedures means that donors do not make additional, or special, requirements on
governments for the procurement of works, goods and services.” [OECD 2006b]
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Executive Summary‘“

I. BACKGROUND

Country ownership is neither a superficial nor rhetorical term that exists only
on paper, It is, rather, a guiding principle of all development cooperation activities
and a driving force that makes long—term development possible, The international
community's recent spotlighting on ownership issues reflects the situation that
country ownership is no longer considered to be a mere symbolic expression, and
the renewed interest on such functionality in practical terms, At the core of the
ownership issue stand public financial management (PFM) systems, including
public procurement management (PPM) systems, as key systems that make a

country function as a sovereign entity.

In the 2005 Paris Declaration (PD), the international community agreed
on several measures to further strengthen country ownership., The focus is on
developing and strengthening the capacity of partner countries to effectively
manage their own development programmes, and PFM systems are the key to
this management capacity. The PD addresses the issue directly by focusing on
strengthening partner countries’ PFM and PPM systems through supporting
reform processes led by partner countries (Indicators 2a and 2b) and using PFM
and procurement systems in delivering aid (Indicators 5a and 5b). Some other

elements, notably Indicator 3 on alignment to national priorities, Indicator 6

4)  The present paper is the draft summary of Rhee, H. (2009), The Use of Country Public Financial
Management and Procurement Systems: Strategies for KOICA, written in Korean. Opinions,
recommendations or other information expressed in this paper are those of the author and do not
necessarily reflect the official views of KOICA. The author would like to take this opportunity to
thank Kailash Raj Pokharel (Nepal Ministry of Finance, Foreign Aid Coordination Division), Sunil
Maskey (Nepal Information Technology Centre), Prem Prasad Dhungana (Nepal Public Procurement
Monitoring Office), Sishir Bhattarai (DFID), Shiva L. Bhusal (DANIDA), Pramesh P. Shrestha and
Madhu Pd. Sharma (SDC), Yoshio Fukuda and Sushil Kumar Bhattachan (JICA), Pradeep Man
Tulachan (Norad), Krishna R. Panday and Raju Tuladhar (ADB), Yogesh Bom Malla (the World
Bank), Renate Sherpa and Chakra Bahadur Gurung (GTZ) for time and useful insights, which were of
significant contribution to this publication.



on reducing parallel project implementation units (PIUs), and Indicator 9 on

programme—based approaches (PBAs), complete the picture.

Korea, as a signatory to the PD, participated in the monitoring processes
both in 2006 and 2008, It showed considerable achievement on a number of issues,
including Indicator 6, However, on Indicators Sa and 5b, the scores were lower
than other indicators, and Korea was among the worst performers participating in
the monitoring process. Such a context, yet in conjunction with Korea's accession
to the Organisation for Economic Co—operation and Development’'s Development
Assistance Committee (OECD/DAC) membership, consequently called for serious
commitment from the Korean government and to develop practical measures to

translate it into actions,

II. ABOUT THE STUDY

1. Objective

The purpose of this study is twofold:

- Promote the understanding of official development assistance (ODA)
practitioners in Korea on the issues pertaining to the use of country
systems,

+ Propose a set of strategic recommendations for the Korea International
Cooperation Agency (KOICA), the key implementing agency of Korea's
grant aid, on how to use country systems in delivering grant aid, and more
particularly, how to integrate the PFM and PPM issues into its aid delivery

systems and procedures,

2. Scope

The rationales and operations of grants and loans are distinctly different
when it comes to the use and strengthening of country systems. Loans would
necessarily, though superficially in some cases, use country systems, whereas
the inevitability link is much weaker in grants., Using country systems is not a
procedurally inherent necessity but a strategic choice when providing grants.

This study will focus only on grant aid. Therefore, explanatory notes and
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recommendations that this report aims to provide would most appropriately apply

to KOICA, which is in charge of the majority of Korea's grant aid.

3. Structure

This study is structured in four parts:

+ The first part explains the concepts of country systems and meaning of

using such systems,

+ The second part provides an analysis on the evolution of international

discourse and the state of current efforts,

+ The third part examines donors’ policies and strategies on the issue, and

distills lessons from various practices, Focus will be given to bilateral
donors’ approaches, but the cases of multilateral and regional organizations

will also be worthy of study.

- The fourth and final part will give an overview of Korea's policies and

performance, and examine the potentiality of using country systems, from
various angles, A set of recommendations, along with actions forward, will

also be provided,

4. Methodology

Broad literature reviews of policy papers, research publications and articles

provide clear understanding on the concept and dynamics around the issue. In

addition, a case study of Nepal has been conducted, as a part of which in—depth

interviews with practitioners from different bilateral and multilateral donors, as

well as Nepalese government officials, were carried out”. This exercise provided

useful insights and critical lessons in developing recommendations for KOICA,

Finally, consultations with KOICA staff in the Policy Planning Team, Procurement
Team and Research Office at KOICA Headquarters, and the KOICA Overseas Office
in Kathmandu, Nepal, have been carried out to fully reflect KOICA's strategies,

capacity and constraints,

Nepal’s CPIA rating was 3.5 in 2005 and 2007. 2008 PD Monitoring Survey Results showed 68%
of aid to government sectors was provided through Nepal’s PFM system, and 56% through PPM
systems. Nepal is also Korea’s partner county receiving approximately USD 5 million in grants in
2007, and the volume has increased threefold over the last three years.



III. DEFINING CONCEPTS

1. What are country systems?

In the most general sense, "country systems is a broad concept that
comprises all legal, regulatory and institutional structures, arrangements and
procedures enabling a country to properly function as a sovereign entity. The PD
recognizes the extensiveness of this concept, while narrowing down the frame, as
being those that “typically include, but not restricted to, national arrangements
and procedures for public financial management, accounting, auditing,
procurement, results frameworks and monitoring,"6> Referring to this definition,
the majority of donors usually limit the definition of country systems to PFM,

including PPM, when using the term,

A PFM system usually refers to a whole structure that comprises regulations,
institutions and procedures of a national budget cycle, and more specifically that
encompasses all of the processes of a budget cycle, such as budget planning,
revenue management, budget execution and procurement, accounting, monitoring,
reporting and auditing. To assess the reliability of PFM systems, the World Bank’
s Country Policy and Institutional Assessment (CPIA) ratings are the most widely

used, as it is the case for PD Indicator 2a,

Procurement in general refers to “the process of identifying what is needed,
determining who is the best person or organisation to supply this need, and
ensuring what is needed is delivered to the right place, at the right time, for the
best price, and that all of this is done in a fair and open manner, "7 The PD does
not provide a detailed explanation on public procurement systems, but a reverse—
analysis on the assessment indicators of DAC Joint Venture's Methodology for
Assessment of National Procurement Systems (hereinafter referred to as “DAC
Methodology on Procurement”), indicates that a procurement system can be
inferred as being composed of i) laws, regulations and codes of conduct relevant
to public procurement activities, ii) public institutions or entities in charge, iii)

procedures and standard procurement documents, iv) procurement audit systems

6) 2nd High Level Forum on Aid Effectiveness, 2005, Paris Declaration on Aid Effectiveness, Article 17
7) OECD 2006e OECD (2006), Why is Procurement Important?, Fact Sheet, Paris: OECD

29



30

and procedures, and v) a complaint mechanism. Procurement is a part of a PFM
system, but has slightly different scope and a much broader stakeholder group
(public works but involving individuals and entities outside the public sphere) than

PFM. The PD, reflecting this, deals with the two issues separately.

2. What does the use of country systems mean?

“Using country PFM and procurement systems’ means implementing
development aid through a partner country's PFM and procurement systems,
in accordance with procedures as established by the partner country's laws
and regulations, unmodified at the donors’ discretion, and administered under
responsibilities of the line management of the partner country, More specifically,
it can be said that ODA was delivered using country systems, when donors provide
aid in using sub—processes of PFM, i.e., budget planning, execution, accounting,
auditing, monitoring, and reporting. The PD takes only i) budget execution, ii)
financial reporting, and iii) auditing procedures, to measure the progress of

Indicator ba.

As for PD Indicator 5b, the use of public procurement systems means when
“donors use national procurement procedures when the funds they provide for the
implementation of projects and programmes are managed according to the national
procurement procedures as they were established in the general legislation and
implemented by government.”® Furthermore, donors should not “make additional
or special requirements on governments for the procurement of works, goods and

. »9
Services, )

In both cases, the underpinning principles are i) the recognition of a partner
country’'s systems and procedures, and ii) the respect of validity of such systems,
even incomplete or inefficient in the majority of cases. Also worth mentioning
is the paradigm shift, in which country ownership has growing importance, and
donors do not have the upper hand over systems and regulations to be modified

only for their convenience,

8) OECD (2006), Guidance for the 2006 Survey on Monitoring the Paris Declaration on Aid
Effectiveness, on the website http://www.oecd.org/dac/effectiveness/monitoring

9) OECD (2006), Guidance for the 2006 Survey on Monitoring the Paris Declaration on Aid
Effectiveness, on the website http://www.oecd.org/dac/effectiveness/monitoring



IV. ANALYSIS OF INTERNATIONAL DYNAMICS ON THE USE OF
COUNTRY SYSTEMS

1. Around the Paris Declaration

Discussions around country systems started from introspection over the “lost
10 years” of the 1990s, from which the international community realized that
“more aid” is important but “more effective aid” is critical, This consequently led
to a common understanding in the 2000s on the urgent need to place focus on
aid effectiveness, with country ownership, aid alignment and coordination as key

principles,

The 2003 Rome Declaration pointed out the vicious cycle in which
uncoordinated and unaligned aid has incapable partner countries coping with the
plethora of different demands from donors, and consequently deprived them of
opportunities to properly develop their own capacity to effectively devise strategies
and implement development programmes by themselves, which finally left donors
with no choice but to deviate from country systems. It outlined the importance of
national development strategies, built on the principle of country ownership, as a
means to enable aid harmonization and alignment, and foster capacity building of

partner countries,

Links among country ownership, aid alignment and harmonization have been
further developed around the issues of the use of country public financial and
procurement management (hereinafter referred to as “PFM/PPM”) systems in the
2005 Paris Declaration. In the Declaration, partner countries promised to take
the responsibility and lead efforts to reform PFM/PPM systems. Donors agreed to
align aid to national development strategies, provide more harmonized aid among
different donors and use country systems as much as possible, and to support
capacity building processes led by partner countries, In addition, both parts
agreed to use common standards and mechanisms when conducting assessments,

implementation and monitoring,
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2. The results of the PD monitoring process

During the post—PD years, donors and partner countries both made various
efforts so as to further strengthen and use country PFM/PPM systems. Most
donors established actions plans, while partner countries made various attempts to
build their system capacity and pursue reform processes, However, PD monitoring
surveys in 2006 and 2008 showed the progress on Indicators 5a and 5b as being
insufficient'” as of vet. OECD/DAC concludes that efforts should be accelerated in
the coming years, and that more innovative approaches must be put in place, to be
able to meet the PD targets by 2010,

3. AAA and beyond

At the Third High—Level Forum on Aid Effectiveness held in Accra, Ghana,
the international community reiterated commitment toward the principle of using
country systems, and further explored measures to be taken, It was fully reflected
in the Accra Agenda for Action (AAA), which provides more detailed and practical
points than the PD." The underlying elements of the AAA can be resumed as
i) aligning aid to partner countries’ national development policies/strategies, ii)
developing partner countries’ PFM/PPM capacity, and iii) using country systems

when delivering aid,

In accordance with the AAA, donors have developed action plans and have
attempted practical measures to be able to use country systems in delivering aid,
which include developing strategic guidance, staff manuals and tools on PBAs,
sector—wide approaches (SWAps) and budget support. As for partner countries,
governments have undertaken initiatives to self—assess PFM/PPM systems and
develop a set of reform plans to enhance effectiveness, with assistance from bi—
and multilateral donors., To monitor the progress of such reform activities, the

partner countries have undertaken portfolio review processes at regular intervals,

10) The baseline scores of Indicators 5a and 5b were 40% and 39%, respectively (PD monitoring in
2006), with targets fixed both at 80% by 2010. However, the results of the 2008 PD monitoring
process showed the scores at 45% for Indicator 5a and 39% for Indicator 5b, which made progress
of only 5% and 4% for each. [OECD (2007), 2006 Survey on Monitoring the Paris Declaration,
Overview of the Results, Paris: OECD]

11) Accra Agenda for Action, Articles 12-15



The process around the use of country systems has shown how political
commitment has been evolved into real, practical measures, It also brings out that
the issues pertaining to the use of country systems are now being placed, not as a

rhetorical principle but a strategic imperative in providing aid.,

V. DONORS' POLICIES AND PRACTICES: LESSONS LEARNED

1. United Kingdom (UK)

The UK's strategy is built around a Country Assistance Plan (CAP), into which
the PFM/PPM issues are incorporated as integral and core part. An in—depth
analysis on the country system, along with its fiduciary risk assessment results,
is mandatory for each CAP, Enabling the identification of the strengths and
weaknesses of a system, the CAP serves as a basis of further decision—making as
to whether and to which extent to use country systems in delivering aid, Also, it
serves to identify necessary actions to support partner countries’ PFM/PPM reform

processes,

Traditionally, the UK is renowned to have expertise in methodology and
technical tools, and this has been fully brought to the fore in the matter. The
UK was among leading donors participating in the establishment of assessment
methodologies, such as the Public Expenditure and Financial Accountability (PEFA)
Assessment Methodology and the DAC Assessment Methodology on Procurement,
For fiduciary risk assessment, the UK Department for International Development’
s (DFID’s) How to Note is used as a reference methodology, widely shared by other
donors, DFID also has actively supported self—assessment missions undertaken by

partner governments,

The UK uses country PFM/PPM through budget support, depending on the
quality of the system and the level of risks, For Nepal, the case study country,
it is carried out mainly in the form of sector budget support to education and
health SWAps. Due to the high risk and weak system, DFID does not, as any other
donor in Nepal, provide general budget support, at least for the time being, DFID

simultaneously carries out various capacity building activities,
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2. Denmark

Successful transition from project—based aid to a much wider programme
approach during the first half of the 2000s has enabled Denmark to rank as one
of the model countries with regard to issues on the use of PFM/PPM systems.,
Denmark has developed strategies and completed establishing instructions and
guidelines relevant to programme management, sector programme support, budget
support and PFM/PPM—related procedures. Budget support is the main modality
to use country PFM/PPM systems. In Nepal, a majority of Danish aid is provided
with a focus on support for major SWAps, such as Education for All (EFA) and
School Sector Reform (SSR) programmes,

Denmark’s approach is closely linked with aid harmonization among donors at
the partner country level, mostly under the Nordic+ framework, It offers a chance
to accordingly combine the use and capacity development of country PFM/PPM
systems under a coordinated policy. It also helps share the burden of concomitant
risks, and enforce monitoring process. Outside the Nordict+ framework, Denmark
has been also actively engaged in coordination between the partner country's

government and donors, and among different donors at the country level,

3. Norway

Norway uses country PFM/PPM systems mainly in the form of budget
support. When implementing aid activities, the primary responsibilities are those
of the partner country's government. For the budget provided by Norway and
implemented through partner country systems, the country is required to monitor,

audit and monitor the progress on budget flow,

As for methodologies and tools, Norway carried out its own PEFA assessment,
first as a DAC donor, Such a practice can be translated as an expression of strong
adherence toward the PEFA Assessment Methodology. In partner countries,
Norway widely uses PEFA results in establishing Country Assistance Strategies
and mid—term expenditure framework, when setting priorities, deciding on aid
modalities and reporting aid budget flow., DFID’s Fiduciary Risk Assessment

results also tend to be widely used,



4. Germany

When it comes to the use of country PFM/PPM systems, Germany's use is
relatively low compared to its European counterparts. Though it implements budget
support in a number of countries in Africa, Germany seems to be not generally
active and remains cautious in deciding whether and to which extent to use PFM/
PPM systems. Rather, Germany places more focus on developing capacity on PFM/
PPM in partner countries, in which Germany has traditional expertise through a
wide range of training programmes and other technical assistance projects, than

on reflecting on measures on how to use systems that still are weak,

5. Japan

Japan approaches quite circumspectly when it comes to budget support
(Japan provides budget support in a number of African countries, but the volume
and scope remain insignificant). Reflecting its particularity that projects remain
the main modality, Japan has attempted to figure out measures to use country
systems, notably PPM systems, in the context of projects. Regulations and
guidelines on procurement have been consequently developed and implemented
accordingly. However, the guidelines put restrictive clause on the nationality
of main contractors, and furthermore on the recruitment of a Japanese
administrator, who supervise overall procurement process when it is enrolled using
a partner country’s system. Such limitations, though a risk mitigation measure,
may obstruct aid to go through the country system operating under the ownership
of the government, Difficulties seem to arise from the inherent limit that stand—
alone projects have as an aid instrument in using country PFM/PPM issues, which

cost higher to manage risks than in the case of broader programmes,

Even though the biggest portion of Japanese ODA is carried out through
stand—alone projects, Japan is seeking for harmonizing with other donors at the
country level, It has actively engaged in formal and informal dialogues with donors
and partner countries, As for in Nepal, although it was not involved in Education
for All (EFA), Japan continuously participated in informal Development Partners
meetings to share ideas, identify key issues and challenges, and most importantly,
figure out how to fit the Japan International Cooperation Agency's (stand—alone)

educational infrastructure building project with EFA activities, so as to avoid
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overlapping and creating a synergy effect,

6. Switzerland

Switzerland is much closer to Germany and Japan than to Nordic countries, in
terms of strategies with regard to the use of country PFM/PPM systems. Although
it does not actively engage in budget support as a main instrument to use country
systems, Switzerland focuses more on identifying their field/modality of expertise
and how to exploit in practice, There is, certainly, apprehension of risks inherent

when going through weak local systems,

Switzerland tends to work more efficiently with civil society organization on
the ground, rather than with partner government, In Nepal, for example, SDC
shares its cluster management with HELVETAS, a Swiss NGO that has 50 year—

long expertise in the remote areas of the country,

7. World bank and Asia Development Bank

Making full use of its expertise in the field of PFM and procurement, the
World Bank has decisively contributed to developing assessment and decision—
making tools, such as the PEFA Assessment Methodology and the DAC Assessment
Methodology on Procurement. It also leads support for self—assessment process by

partner countries,

Both the World Bank and ADB use country PFM/PPM systems as principles,
even when providing grant aid with traditional loans, as is the case in Nepal,
Assessment results are mainly used to set the scope and extent of safeguard
measures and capacity building programmes, rather than to decide whether and
to which extent to use country systems, The focus here is not on financial outturn
or asset protection against risks, but ‘learning by doing’ exercises, adjusted to
partner countries’ systems and capacities, and with longer—term perspectives.
The Banks combine them with a wide range of capacity development programmes,
with diversified and innovative approaches. The Bank's training programmes,
consulting service and other technical support on PFM/PPM have been carried out

in nearly all countries in developing world,



8. Lessons Learned

a) Overall Policy and Strategy

For donors, delivering aid through country PFM/PPM systems is risky
business, Overall weakness, inefficiency and corruption may lead to higher risk,
mounting transaction costs and inefficiency on the whole., However, the simple
equation of “input—process—output” from a short—term perspective is not all for
this issue, which has much broader and longer—term implications in terms of
building country ownership and so laying foundations for sustainable development,
This seems to be the basis upon which donors express strong commitment toward
the use of country systems and make varying efforts to translate it into real

action,

For donors, the core question now seems to be how to strike the right balance
between the use of PFM/PPM systems and necessary capacity building, in a way
that conforms to each donor's ODA policy/strategy and aid capacity. Three core
elements that donors consider to figure out the right balance, can be summarized

as 1) Policy Alignment, ii) Capacity Development, and iii) Systems Alignment,'?

<Figure 1> 3 Core Elements in Using Country Systems
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12) This also conforms to AAA’s approach toward the use of country systems (in Articles 12-15).
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A lesson from donors’ practices is that the elements are inseparably interlinked
and the question of using country PFM/PPM systems must be considered under
a balanced frame, That means, without fully considering and acting upon some
element(s), the other element(s) cannot properly function. For instance, without
policy alignment and appropriate capacity development measures, serious obstacles

may be encountered when aligning aid to country systems,

Striking such a balance is a matter that donors consider, not only under the
framework of overall ODA policy, but also strategic priorities and the perspective

of partnerships with recipients on case—by—case basis, at each country level,

b) Aid Modalities

When it comes to grant aid, budget support is the main modality facilitating
the use of country PFM/PPM systems. Using country systems in projects would
be possible, as in the case of Japan, but not without limitation, Difficulties mainly
arise from concerns over monitoring issues and the incomprehensiveness of
packages (lack of capacity development measures). A programme—based approach

seems to be more appropriate for the issue,

Most donors that use country systems mainly rely on budget support for
SWAps. Successful implementation of EFA in Nepal has shown that sectoral
budget support and the use of country systems can function well, even in fragile,
post—conflict and least developed countries such as Nepal. Donors tend to
move thereafter on general budget support, pending the stability of the overall
environment, the robustness of the system and the level of capacity. Consideration
toward general budget support involves a wide range of factors, and a circumspect

approach was commonly observed in donors’ practices.

c¢) Decision—Making Process and Methodology: Assessment Methods and

Monitoring Tools

The PEFA Assessment Methodology, the DAC Assessment Methodology on
Procurement and DFID’s Fiduciary Risk Assessment methodology are the most

commonly shared tools, Using common assessment tools prevents overlapping



time—consuming processes, and furthermore facilitates co—financing and joint
monitoring processes at a later stage. Using joint approaches among donors to

support country—led assessment missions is widespread practice,

Assessment outcomes constitute a base resource for each donor in developing
country assistance strategy. A PFM/PPM analysis, along with risk assessment
results, is usually integrated into assistance strategy documents as a base
foundation, regardless of whether the use of country systems or budget support is
premised or not, It could be of use in decision—making on aid modalities/methods
afterwards, setting the scope of activities and undertaking risk mitigation

measures, i.e., strengthened monitoring and capacity development programmes,

d) Incentive Issues

The use of country PFM/PPM systems implies assessments/analyses,
partnership building, and many other important but often invisible (in terms of
outputs) activities beforehand. It can potentially be a burden to institutions and
practitioners, and therefore needs to be addressed accordingly., At the individual
level, common practices are career development opportunities, professional training
and adjusted staff turnover frequency, At the institutional level, valuing personal
commitment toward aid harmonization/alignment agendas as a core decision factor
in appointing heads of field offices, and reinforcing field—based management seem
to be widely adopted practices. Also, the recruitment of highly—skilled local staff
for senior manager level positions is worth mentioning. Analyses have shown that,
the local staff usually has more commitment toward aid alignment agendas than
international staff, and they possess an advantage in terms of local language and
understanding of local systems, which definitely facilitates working with partner

government counterparts.

VI. RECOMMENDATIONS FOR KOICA

1. The state of performance

In PD monitoring surveys in 2006 and 2008, Korea recorded the lowest scores

on Indicators 5a and 5b. The scores for the use of country PFM systems (5a) were
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45% in 2006 and 10% in 2008, As for the PPM systems (5b), it recorded 0% in
2006 and 5% in 2008, For comparison, donor averages were 39% in 2006 and 45%
in 2008 for Indicator 5a, and 39% and 43% for 5b. Even more, Korea's already
very low scores came entirely from loan aid. None of grant aid was provided
through country PFM/PPM systems.

2. Policy implications: Potentiality and Opportunity

Right after the 2006 PD monitoring survey, KOICA indeed developed an action
plan to address challenges. Proposed actions included i) expanding dialogue with
donors and partner countries, ii) gradually introducing PBAs and budget support,
iii) improving management structure, delegating more powers and roles to field
offices, and iv) promoting the use of country systems, in relation with aid untying.
It is true that there has been progress in some actions to date, but issues were too
broad, comprehensive and interwoven to have a positive outcome with a limited
number of fragmented activities, A more innovative and holistic approach needs to

be put in place.

As a new member of the OECD/DAC, Korea needs to improve aid strategies
and delivery mechanisms so as to better respond to ever—growing demands in
development cooperation, It is time for re—thinking aid from a longer—term and a
partner country s perspective, Reflecting on how to use country PFM/PPM systems
would provide ideas on how to address challenges more effectively, Firstly, it
will give clues on how to improve Korea's CAS, which currently provide only a
summing—up overview of country situations and Korea's strategies in a broad and
general way. Secondly, it also will offer an opportunity to diversify KOICA's aid
modalities with PBAs, SWAps and budget support,

3. Recommendations for Using Country Systems

When it comes to the use of country systems, KOICA starts from zero. It
has no legal and administrative arrangement that make use of country PFM/
PPM systems. In fact, KOICA's current regulations do not have any clauses on
PBAs or budget support, and money cannot go through outside of KOICA's own
procurement and financial management system. Under the current framework,

using country systems is an impossible matter,



For the effective use of country PFM/PPM systems, moving forward to PBAs
and budget support seems to be not an option but an imperative, However, as seen
in other donors’ cases, the use of country systems is a complex matter, because
of the enormity of problems — weak, corrupt and inefficient systems and irrational
procedures — that are tightly interwoven. It thus requires conceiving KOICA's
strategy from various angles. The key here is how to find and manage balance
among policy alignment, capacity development and systems alignment, as in other

donors’ practices,

a) Policy Alignment

At the policy level, there needs to be further tuning—up of KOICA's aid so
as to be more centered around CAS that are currently under major revision, A
newly—built CAS needs to include a thorough analysis of a partner country' s PFM/
PPM systems, as well as a fiduciary risk assessment, based on commonly shared
methodologies, i.e., the PEFA Assessment Methodology, the DAC Assessment
Methodology on Procurement and DFID’s Fiduciary Risk Assessment,

Secondly, there should be a streamlined strategy specific to PFM/PPM issues
within KOICA, which would make the use of country systems possible where
conditions are right, Developing such a strategy requires in—depth and continuous
consultations with different stakeholders, especially the partner country
governments, The strategy then should be further complemented by practical

manuals and guidelines,

Strengthened collaboration with partner countries and donors, and active
participation in the assessment process and result—sharing stage, are the key in
aligning policy, KOICA thus needs to figure out how to build partnerships with

various stakeholders,
b) Capacity Building of Partner Countries
Since the 1990s, Korea has implemented training programmes in a wide range

of areas including tax management, PFM, and public auditing. More than five

programmes have trained 50—100 invitees annually, with continuous increases
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for the last few years to better cope with growing demands, These programmes
could be further used for as PFM/PPM capacity building measures. In doing this,
current programmes needs to be adjusted, from a two— to three—week one—
time invitational programme to more intensive, more field—based and sequenced
programmes, Also, the curriculum must be more country—specific, which
currently is not always the case. Furthermore, KOICA's volunteer programmes
and dispatching of experts could also be of good use, as well as projects on

e—government and e—procurement,
¢) Systems Alignment

Considering KOICA's current situation and the tremendous scope of the
issue, a step—by—step approach would offer ways to deal with the issue more

realistically.

Step 1: Laying Foundations

The first step aims to lay the ground and prepare KOICA to be able to use
country PFM/PPM systems when delivering its aid. The focus here is to create a
synergy effect from combining the use of country systems with many efforts to
improve Korea's aid, which are currently taking place in light of its accession to
the OECD/DAC membership. Activities that need to be undertaken at this stage
may include:

+ Promote the understanding of PBAs, SWAps and budget support, as well

as implementation procedures and modalities among KOICA staff and other
aid practitioners

- Promote the understanding of common assessment tools (the PEFA

Assessment Methodology, the DAC Assessment Methodology and DFID’s
Fiduciary Risk Assessment) to practitioners, and figure out ways to
participate in the process and engage with like—minded donors

- Include country PFM/PPM issues in newly—reformed CASs

+ Validate the draft regulations on host country procurement (that are

currently under final revision)

- Establish KOICA regulations and guidelines as appropriate

+ Develop a detailed and practical plan on how to improve KOICA's current



technical assistance (training, volunteers and dispatching of experts)
on PFM/PPM systems toward more intensified and comprehensive capacity

development programmes

Step 2: Pilot Testing of PBAs and Using of Country PPM Systems in

Implementing Projects

After the completion of Step 1, pilot testing of PBAs in one or two partner
countries would be possible, As initiatory stage to PBAs, focus should be placed
on integrating current stand—alone projects into a much wider, coordinated and
aligned programme framework, In doing this, it would be preferable to be a part
of multi—donor SWAps that have been already in place, Usually having much
clearer objectives and input—output process than general PBAs, SWAps will more
fit for beginners as KOICA to understand the dynamics around the system. Also,
a multi—donor framework would offer opportunity to learn how to work within an

commonly agreed system among different partners,

In addition to the pilot testing of PBAs, host—country procurement also needs

to be applied at project level, as soon as the draft regulations come into effect.

Step 3: Expanding toward Budget Support

Step 3 consists of expanding PBAs toward budget support, based on lessons
from experiences in the previous stage and accordingly adjusted policy and
guidelines, As a starting point, it would be preferable to try a small—scale budget
support for the SWAps of Step 2. The key point is, through participating in
the overall process from budget preparation to monitoring, to acquire practical
knowledge on how the use of country PFM/PPM systems operates within budget
aid, The duration needs to be set for more than a year, so that KOICA fully
understands the flow of the entire annual budget cycle and how the feedback of
monitoring results works beyond the annual cycle. Also, reflecting lessons and
challenges from first—hand experience, regulations and guides established in Step

1 need to be revised accordingly.
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From then on, increasing scale/scope of contribution or adopting general
budget support could be considered, Even though general budget support would
be a much more delicate issue for Korea, at least for the time being, ultimately
targeting general budget support would offer opportunities to more efficiently deal

with issues related to expanding PBAs,

4. Incentive Issues

A proper incentive system will be necessary. At the individual level, a range
of career development opportunities, specialized training and job promotion needs
to be developed and incorporated into the current human resources management
system, At the institutional level, more should be undertaken, starting from
empowering KOICA field offices by delegating more authority and reinforcing their
financial and human resources, so that the field offices can more actively get into
partnerships building with partner governments and donors, In this refurbishing
process, one of the key issues that need to be seriously considered is the use of
skilled local manpower in the field of PFM/PPM issues, in which KOICA does not
have much firsthand expertise, A more rationalized remuneration/benefit system
and level of responsibility, in addition to improved language concerns within

KOICA's internal system, need to be considered.,

5. Actions Forward

Tremendous challenges that Korea faces when it comes to the use of country
PFM/PPM systems are not limited to the lack of adequate regulative arrangements
and know—how in key aid modalities, For Korea, as much as commonly for other
emerging countries, the key concern is on the consent of the public that, despite
ever—increasing support toward ODA, still remains skeptical about “giving away
money . Many of the general public prefers building a school to supporting
curriculum reform processes led by the partner country. Such visibility concerns
need to be addressed through effective public awareness raising programmes that
can outline the significance of country ownership and communicate benefits of aid

delivered through country systems,

Also, in—depth research should be continuously undertaken so as to offer

effective ground in establishing strategies, regulations and guidelines, Current



research functions within KOICA must be adjusted and accordingly reinforced,
In pursuing this, current publications and events such as the “International
Development Magazine” (quarterly) and the “KOICA Policy Research Forum” could

first be explored.
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A2 543 A28 Y 9 249 3

1 593 A 2ol

Folof| Ao 4=t A AE(Country Systems)o]dh 4=gato] o] A7l2 A9 7)%
= 7Y ¢ s FAEHIL g%‘ﬂﬂ et 2AA AALE A3} WE, A 52 E9e)
= 3 Aidoltt, of7]oll= AREAQL ofnfol o] AAF A, A} so] HF g
), Rlagradd=r 8 oopyet i =2 1%‘1 7188kl AAISE 4= Q= ARA| A AR d

jm
| & Al A5 ek,

2
0

15t A28 oA HHeIR o)) ulitel, 2t golv|ao] wkek, AlelRo] u}
e, Z1e3 A, AMEA) wek 22t Aol et GUIE FsHE GolA HolS
Holx Glek, SlelAel 1725 4915 AARS "B A, 87, Ak 22, AnEA

O

ol £ 2|3 mUE P 8t HAEe S ZeEht, o] =EhEA] o= AT o]
2Rl PARFO =N ey A AF o] VHA= A AAS A ske FAlOl e dolA] =
& oyt Bits 7HA pds AL ol A A sh=Alof tiet T E Al AL Sl Al
AL o] Ao olo] AlE], AA2] XUtk(Social and Environment Assessment)S 93+ 4
A5 QA7 B57F Uk 78 3ol=o] FATAoA o= AlLES AT b=

)
o
2
re
tlo
~N

WRO 2 Blo] B AL 2T ALHNE Y5 97} oot

2. BEAA W 35 ARA2H=Y d &89 &9

she A9l slol e B3 WA, A 2eo] sl Sobur] SlshAt: Sl o
AAh 9 AAe BAE A4S sl F3 Wold Bt vk, SUTY e F 3

20) “Country Systems and procedures typically include, but not restricted to, national arrangement and
procedures for public inancial management, accounting, auditing, procurement, results framework
and monitoring” [2nd High Level Forum on Aid Effectiveness, 2005, Article 17]



7}k 2k (National Development Strategy: ©]3F NDS) 2-& wlit7k4- ek (Poverty

Reduction Strategy: ©|3} PRS)o| W} 3~4 w9l 7] A4 A &eHMid—Term
Expenditure Framework: ©]a} MTEF)o] 4= =W o]of wje} A7tef|ikA|glo] A f)#] 1t
AARE LA AF A date] HaEe Aol FdAolt), o7 A o4t Ato]E-g- ofefl T1F
i ol HeFA 718 — oikEH] — o ibR - 1A 9 MU E Y — HA gl A >3
A Ao} 2k S AXA Hk

=

_1

<38 2-1 33 ofl & Ato| 2>

5.5 ZAL 6. HAA 2|0
(Reporting & Audit) (Policy Review)

4. 3|7, Bot I —
(Accounting & CUEA Vg
Monitoring) (Strategic Planning)

3. oAt 2. OflAbEH|
(Budget Excution) (Budget Preparation)

ZX: Mokoro Ltd., 2008b: 13

91559] o AbA| 2o
sjo] RS WYTITH: 22 A7) 1T 2L oAt Aol Zel Fofatel Aol
2 HEANHE 2 Fa,

2-1. 8= 33 MHAAH Q| Yolot ZYUY(X|H2a)

DACE +5 AAuelst "Folmuitt, fd=uich oo QlojAl ZfolE Hol7|=
A AtelEe] e 8RS Eels ZloH, of7lddl=
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MTEF, 2I7ellib 5 A917g  oluel 4191, AlEA s, 29, 34, 21, wuUey, 7F
o] 37 W7 s A7 (OECD 2009d:13) 0.2 45l 9tk DACE A4l
Al(Control), 41423} (Prioritisation), 2214 (Accountability), ~L]

AL AR Bt Anls el qlofAl o] B/ AR 27 (OECD 2009d:13) 0.2
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o] CPIA 7|2& Agstal Qlth, CPIAL: ¢ =1717F 214491 A3t g A&
l= AAA, AeA 58 s S e AomA, AdET ol 5
o] R AFolA P Wiz At = &
AT, Box 2-19] CPIA 16711 715 &, == A AlLwle] sidshs A
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Box 2-1 M/A 28 CPIA(Country Policy and Institutional Assessment)

CPIAE 1970 St el=of M M =X & A 2| & (quality)S SX3517| 2

sff motEl ACtERM? Fo 2o MAH 23 =9 272 3| (International

Development Association: IDA)7} O 7} == 2k5{ M X2 (Concessional lending) 2!

FAAEXE HIZsh=d o] O MAEMN o{Fet =2 E Eeh MY SH= HlofA
=]

Ze3ICPY. CPIA 532 o A4l=|o{, 2005H & Yttol| SIH=|7| AIXRICH.
CPIAE o2t Zo| Ul 7tx] 2B{AH, 16742 7|22 2 FH =t

A. Z4H 22| (Economic Management)
1. HA|Z M 22| (Macroeconomic Management)
2. =M|H & (Fiscal Policy)
3. £ &= (Debt Policy)

21) =Y of ArxlEl of | Ao Zeks= Zd0|X|2H | Ml X E &bl A

ot =MA, Ol W & Hipe| 22|14 SOl

ua
o
AN}
=
rir
ofA
0 >

22) CPIAZ|EL Y ES = 2422 24, 2et=o], 71 2|22 A &£ 2004'H0l| 0| F0{F Z40|cf.

23) kM CPIA =7tA 3 0{(CPIA Country Score)= IDA Resource Allocation Index(IRANZ2 T &2IC}.



M 20k (Financial Sector)
=LA 1A 2 (Business Regulatory Environment)

9
Ral
B
O
02!
0x
o
ﬁ
r°l'

A (Policies for Social Inclusion/Equity)

Gender quallty)

22| &M (Equity of Public Resource Use)

AH2l % (Building Human Resources)

10. AbS| 22t =5 (Social Protection and Labor)

1. 4™ X|£I7tsd S 25t &2 3} 7| 2(Policies and Institutions for
Environmental Sustainability)

0
o ofn

© ©
ro of 0o
12 0H 0z
=
‘;

D. 33F222| 2 7| 2HPublic Sector Management and Institutions)
12. A AFH 2 Hofl 7|8HS & 7 B{H A (Property Rights and Rule-based
Governance)

13. of Atzb R A 22| 2| & (Quality of Budgetary and Financial Management)

14, M|Ql 99| 5 &AM (Efficiency of Revenue Mobilization)

=
15. &Aool & (Quality of Public Administration)
16. 320k FHA #MolM 3l 2ojl = (Transparency, Accountability and
Corruption in the Public Sector)

CPIAE MH 2% £ ofL|2}, ofAlob7l EH23H (Asian Development Bank: AsDB)Zt
of=Z 2|77 et23l (African Development Bank: AfDB)E 20051 26 =5t SX o
2 AME St 2], 2 AR Y23 EL' ZH7|TEE WHE =20 &oist=
S 1 &8 Heot =] Jh= FAlol At

Zx: MA 28 & ALo| E(http://www.worldbank.org)

o FEE 3 WA, ELHo| 3 AT FAH ML AAEo] U= o,
5 U, ko] BAKs AL o2 s a WHOR HAEEAE Shasts] $Iat fakael
AT A2 ol Al WA, F SAS FEIHS 918 Bl A 59 Ao
gsha AUbAQl B4 W 24 HaA A

S17] 18 Ao, Al 7H ZHe BET 40 S S A

oh ) o} 9l obehel 2o A A Et HEHL,

24) World Bank 2008: 34. CPIA 230{E x| Xl | &2 EH

Ho
x
il
P
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o8

- PEFA Performance Measurement Framework
- IMF Code of Good Practices on Fiscal Transparency—Declaration on
Principles%)

- PRMPS Governance Indicators®

o]0 Al 1A Qs AR ‘- NS AAMAA (Public Expenditure and
Financial Accountability: ©|3} PEFA)" A3} ZHERA], o] A7 A o] ko)A g
=71o) a5 A e SIS ol 2Rl MU E Y Solt}, PEFA= PFM 4
P52 A4 (PFM Performance Report)®}, T4 5-=t(Highly Indebted Poor Countries: ©|
&} HIPC) Ml&54] Wixnt=, IMFO] Aol et 412 2 7et =414 71&s v
O & 3k AR AtE FUT AO0mA, dake) ARy, xad, £, AW R s, oS

=
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http://www.imf.org/external/np/fad/trans/code.htm

)

26) http://www-wbweb.worldbank.org/prem/prmps/publicsector/indicators.htm
)
)

27) PEFAS} BEIEl XAI3H w2 Box 2-29} HHEA PEFA MIISHE X B &E

28) 20094 7€ A ™AL (2008A) l::L0| S =l MEfo|L) 2 el M2 g o oMl BUE
Y MexAte] 7|ZH0| 55 SZ0| WS D2i5t0f 0f7|A = 20089 STECHE 20056 20074
S22 A8sict



<E 2-1 mz|del MExAL EFHO =2 =2 CPIA &>
o CPIA 52 S CPIA 52
2005 2007 2005 2007
7t 3.5 4.0 OFZJpL| AEH N/A 3.0
7t N/A N/A Lt o} 4.0 N/A
Lto|x|2|o} 3.0 3.0 ol E| 21| o} 3.5 4.0
o= 3.5 35 of| I 3.0 3.0
LA = 3.5 3.5 25k 4.0 4.0
L 7tetzt 3.5 4.0 Qezct N/A N/A
ZojU7ts = N/A N/A 7tk 4.0 4.0
2l 2.5 3.0 <3zto|ut N/A N/A
2lo[H|2|o} N/A N/A O|HE N/A N/A
2t 3.5 4.0 QI Ao} 3.5 N/A
ojctAFtE 3.0 3.5 Ztdlot 3.0 3.5
el 3.0 3.0 SYot=e|FtFst= 3.0 2.0
2| 4.0 3.5 b= 3.0 N/A
223 N/A N/A 7o 2 3.5 3.5
2e|Et ot 2.0 2.5 Zt=2cjo} 2.5 3.0
BEH[F 3.5 3.5 ALt 3.5 3.5
25} 3.5 4.0 Flo| ZH| 2o 3.5 4.0
=22 4.0 4.0 A N/A N/A
=g E[PN 3.0 3.0 FEC|Fol= 2.5 2.0
e 4.0 3.5 Z&Hlot N/A N/A
H E 4.0 4.0 FuoFZ 3= 2.5 2.5
=2dlo} 3.5 3.5 |27 | =AE 3.0 3.0
f2r] 2.5 3.0 EEXt| of 45 4.0
Bay|iiois 4.0 4.0 ED 2.0 2.0
ISy 3.5 3.5 = 2.5 2.5
FEt 2.5 2.0 oEFoke7H 3.5 3.5
Alof| 2l &2 3.5 3.5 o £ N/A N/A
ofolE| 2.5 3.0 delH N/A N/A
Z*{: OECD 2008a: 79
CPIA 5 72|49l A% 22 B4E 2ol 7120 ©gE T glon, A5 5adl
g of g Auzor AYsl vhgron $8Ea gk
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olpio] BR|Hol 2o dBoE R 3
g tjatoz sHEAE Hg
|

EFAE HE = d EOI 7W‘*J—FEI 2

o2 A, 20044 =
Cleie T3S HA™ 2005
ﬁE'% 012{ 71X| ZHol|Ao At

o FE2 £H=E N T4 %@%NNH&EEHH%§¢%E
2Uck ol2i3t HIWS ojn| YR MBHel AlISOIM BELEE £, 0| 3t

Lol YWE = SHET 1 ME YOS CI2 LIZE IO 30iT2 e
S0I5p 511 +UF T NS stte] AE Talg Slof A £ A U7

= %2 SEZ it

PEFAE U0 M MAESH 53 MY 22| A|AE S| MIl= ciZal Zo| oM 71X 55
ol Al 2{=ICt (PEFA Secretariat 2005:2)

1. of| k2| A2[ M (Credibility)

2. Z2M(Comprehensiveness) 2 £ A (Transparency)

3. &0 7|8k2 = of ¢H(Policy-Based Budgeting)

4. of AR o o £7}1sM (Predictability) 2t S| (Control)

5. 3| Al(Accounting), 7| = (Recording) 2 ¥ 1 (Reporting)

6. 2| FZEA 2t 3| H ZEAHAudit)

A7| 674 S2ofl s, o2] M 2Ex| & (Performance Indicators)7F X-2=[0] PFM Al
,HE U QREZAL Z2 M AL ZAA A 2 MulE £H 5t
=) 7Wéﬁ?:h“—l AlABlel Z2tx0l Mg, 32 AFE(Cross-
At o= AI*E*'°I Aatof] Q&S o|x[= 072

PEFA S 2 =2 F Lot LI =2 J0{=Z0| ZE2MAE X|st= &
Alo 2 0|F0{X|= Zo| SAXoO|Ct HEZE 2uF F4Mof o[5tH PEFAE T2
Alst2to| =H(38%) 2t ZSE0((24%) 21 F2 M-S 5 11 A 204 (Netherlands Ministry of
Foreign Affairs 2008:1-2), 0| = PEFA ZZMAE FE5t= 78 =7t=2 FEHX|
o|7| 2 H22 FZEICL ofA|ofEH 2k X[ 9| H|F-2 12-13%0f| =1tsict,
SHH PEFA Z2MAE AAetD AL A E Sl JHE=S2 A S0{Ltl 20,
EC, MAl23, DFID, Z2tA So| &2t T2 A|A0| st X812 FL5t Ak,

A2: PEFA Secretariat 2005
Netherlands Ministry of Foreign Affairs 2008
PEFA & Ato] E (http://www.pefa.org)




2—2. 2 33 MYAIAH £Z9| o|o|et SHUEH(X|H5a)

A719] =0l & upero = 3t uf ==t Fy A AHES FEsiths Ae Foj=o] o
25 Alee o g Ao ARAAE AFshe AE Yulshe 202 AojE 4= 9l
t} (OECD 2009:13) 3HAH, 20064 uta] Aol o|gAls) ARZAL 7fo|=afol - =9l 33
AR 8] AR A 0] 8o QlojA] =] WY W 2o ofsf ~YE
Ho| 2Bz 7)ol ofaf A= ) A AES ARgSHE AN o' Ao Aoy
2)aL ok, shA | mhe] Aol ARRALRY] A|3thar BAACl a8 AT AlAHS] nE Tb
S 7| Eoks, O Ao s o abe, AL 7RARS] Al ZER] Aol sl A
ub R Fstol®| o] Zhztol A 7hA] Azbol| A fYat FA T A AES dul) SEEtg LS
ZAsie} ) ZAeE We-e ohS} )

(1) o4k J 8 (Budget Execution): &oj=to] Alxgt A o] =d=to] yeof utel 4=
U=t o) o) HeYu]= F7toabdate] upet FeyE uf =t AT AJAHS &

St & 4= 9ot wEbA] Fofsro] A Ysh= W52 3]7HAuthorization), 52
(Approval), A& (Payment)?], ==ty Aukzel A5 w2 A 2ARE 3h= A2

=
SR ths 4714 712 B Aol 37HA] Vel ek A s i EAE 2

slo] A)3-E ODAR 7HREIT)

@ Folsto] AlFaks Aol SU YR} 513 AZoAto] EFH
@ Folstol AlFaks Aol Ut AR AT

@ Folato] AFshz Ao] 7|20] 45t i 2H]

ol 9 )

@ Fojsto] ATHHE AN 1) MES] LT AN S

(2) AP HiL(Financial Reporting): &ol=50] == ZH7F H3ysk A4 Welel

il =7hA Q] Hal 23k FaehA] e e SRt vhAl el Sof=ol AleRt wrafol

30) “Using national systems for the management of funds....established in the general legislation
(and related regulations) of the country and implemented by the line management functions of the
government” [OECD 2006b]

31) M| ZtX| Hxtol| chst A2 mle|dod MEx=Alo| Mot s E == Algo|n, 33 MY | A|AE2 22
013] J7tX|E =&tet= Zi 0l b, m2[Mdat Mo|eh 7| EE X CHE Ao IHE °*DP x| 7tsstet.

32) OECD 2006b
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o S A A AL 5 S, Bl el
o ] Fof=tol R%}% Fomol QRIS FEA7| RS

4
[
H
ox
—111

— A2 Q1 (Separate) A Al2H):
— F7HARL A RILA;
— HAHARL S A 22 Al
— U] S Abo] S thE SlA R 5]
2 $gslrE Qieka] orths AL oulsltl (OECD 2006b:6-7; OECD
2008f:9) ok#], *01%01 7188 = APRUA RS o8, FHlE AP RN s
oA fatek Aelut = QYR HAE SRR Aoz Jhpg)

(3) FFAFAA}(Auditing Procedures): &-ol=o] =10 ZHAMERLE o] &-gtth= 4l
F=te] 31 A |e] et R A E | dis] WHl AEIE Fojate] Al
afal, =t AYof sl WA T 52 S} oS e otk AE B
o}, ob2 e, U ASA I olgh 7|EE QtoHA] AU THAL 7] (Audit Cycle)

£ HAY S 894 g A & T s ol S5 Aol = APEAE

i flo

e

whepA wbeAddd stofl A o] A AlAdE SERthe A2, A7) FElA
AA| Al AR dAbe] faAS S50kl WEe o, Fof=re] wWels 9%t bRl

S Sqao] 5] g A0R fopE 4 g,

i

Box 2-3 &= O M A A &E2f At:
EfXtL of FFoll ol AAIE Z2H Eof EHEF e HE XY

(i) =52 BRI ot =1 (Treasury)oll &2 HPS SXI. &7] SAHF2 A &
AFMo = ST =[0{0F 5i0{, (a) Z2HE AXHZD, (b) Z

87|z 2e o EE
E9, (o) 7Iet HEkAREHE BAIsHof &,
(i) &7| Sxloll wel T2MES AR FREHTETEN 358 Form HAI2 5H, 1
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(v) &7 BME st = |HTES FZEHS 13:99(YH A ZE)olM EHS
17:88(X 2A H A =} Exchequer Development Account) 2 S22 sho, &%
X Yo 2 MFEo SX|7t L.

—||I

[2igh o] Z2MAE AIEH o2 JWLLE] E2| AHF0| EtAtLote| S A
M| AlA= Lol M 22{74 Ect.

Z7*{: OECD 2006b
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& QLgshe A1 SRk, CPIA Asiopl 3.5-4.58] 29 501441
S0l Afo]Z L 9on], CPIAZ} 3.5 olahel 415t thalAli Ag=A) greeh el
o WU B Blo] ol £ 5 712AE 20051l CPIA 3,504 715, A%
sac] sl El #7h Weke ok et g,

Jut

<E 2-2 ml2| M o|HX| E5a olff &= 72005 CPIA 3.50|AH>

=713 CPIA S5(20054)
et 3.5
4| Z 3.5
e 3.5
PEE 3.5
zelct 3.5
22| 4.0
QA3 3.5
2o} 3.5
== 4.0
gr=2 2 A 3.0
] el 4.0
H £ 4.0
=Z2z|d|of 3.5
=7 baia 4.0
Ml 2 3.5
Alof|2ta| =2 3.5
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<7tct 4.0
ol E| 2| o} 3.5
HLES 3.5
EFXtL of 4.5
st of 4.0
oot 7| Y 3.5
252t 4.0
QI Alo} 3.5
A LF 3.5
Ho| ZH| = 3.5

Fto] figh YxE 20109177}4 2/3, CPIA 3.5—4.5% 7% 1/3 {=0= AL B 3}
A Qe & A3 010”“‘:4% QA O] Al ZHA] AR, A AL, AR whE 2t
ZFo] 1z Hmo] Wt AREILo) ok ZX]YH(ODA disbursed for the government
sector) &2 Ue Hl&= %Xéfzi} =

(20120 $2T AR Hxjoll ufe} HBE 942 + KR 0 T2 44 + LA R0l T2 %4%) /3
e MEE L0 of3t £

o7|A] HRREOIR, £AT AR, B =
g Fo dalste] Al WelshaL 22T 4 Qi WS 40 BRHDIE Eajel, )
ehA AR R Tt A91e Folto] A7) WHTeIeke] # 4 (Agreement)alol Al A2}
£ ODA™Z 3HE ™ of7|ofi= NGO, AHH2Ql FR7|13 5. vzt 7|¢of fis) 9=

33) “Administration (ministries, departments, agencies or municipalities) authorized to receive revenue
or undertake expenditure on behalf of central government”[ OECD 2006b]

34) “the disbursement of ODA in the context of an agreement with the government sector”[OECD
2006b]

35) 047IA1( FAl 25l me|Mel MEZAL StollA) X|fEl H==I} ODAZ} ofHLEE EChstE ZMXMol 2/

= ol WM E0| SYYEE thalsto] M zelstn X&E = JUEE FUF Tt &7t

(Authonzahon)ﬂ AUALLF 0|0, o] = SMtEl #H (Agreement) 2| EX{0{F 2 THHEICEH # Mol oA

ot 5717} gle A, XIUAX|chAof chet X[/ Fx=4 HEE 20 cfst X[ (Disbursement for the

government secto) Ao M M eElch E5H sel= MEete §HE S MZASHK| &2 NGO tis 504

=0l 2 M2 H3e Ed2, ol= ’éﬁ—r—r—roﬂ i s+ x| 2l (Disbursement for the government sector)2

2 FEX| et §REE R0 s ODAE LutoMX| 2, SSAMHX| Y & ofHel Z2HE |8

H Z20H 5 e S0{77 el 2E TRl = AMY S EESCE [OECD 2006b]
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57} o] dstA L (Delegated) 3F43HSubcontracted) -89, A&} 2 Aju|A So] M= X
helch E3t o7]4 9] Fol=(Donor)olgk DACS] FAIAHol whE 41212 ODAE Al
S FAZ|W(ES B A ARE nE xFHor FHE, NGO Wzt 7

A, =7 1) A8 =

4ol Ziglelt 71

<2 of2] ojujojA] 7} oAb o #%Oltﬁ, m}aw s A Al
ofc}. that, shel Aol i A, ATl W ofe] ANt BA| 5, Aol Zh

AV ARbeIAL Y S4& SolahAl sl flsl AlsEE Eefeto] AE8lal 9 ol

(+2=) Y8
3 HS MWD BBAs| A0t ol RIS Bl

. ST BHE TUAIY Bl
Atk 2512 AOAIA IBHYAY D3

NEINE

. B3 =g Z2N 20l SHNT EB4E ZA(Waichdog)
ZEAIAY Aleh T2 A 20t Alo| Zajol Hof

36) “Procurement is the process of:
- identifying what is needed,
- determining who is the best person or organisation to supply this need
— ensuring what is needed is delivered to the right place, at the right time, for the best price, and
that all of this is done in a fair and open manner...” [OECD 2006e:1]
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37) OECD 2006e:2
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H 7
J J%FM A& 7IHem OECD/DAC: AA-L3, UN =
y Development Centre: UN PCDC)G2] &
2] o] DACO] Y2a AR Yol "33 %Poﬂ stk 22l EHIA(DAC Joint Venture for
Procurement)' & A s} =t T2 A| A8 Ak A A 9F W E o) 25| =
. 5 QA 20000 o] WAk 55 S ko, Aol Aol Sl
o

24 A2l g Amsla e,

ol m:l
12
oft

N
il
=
iyl
(@)
Z
o
=
o
a
[
=
[©]
8
[©]
=}
=
Q
oy}
o]
jab)
Q

Box 2-5 DAC & =Etol| &5t =2l EHIX| (DAC Joint Venture for Procurement) 2|
ZEMA| AR Rch HEH =

Aot 2o 37| £ 71X 259| x| E(indicator) E2 A =/ 0f
7| 2X| % (Baseline Ind|cators BLIS)EH ol I 2=

T AAES Cid|5to] =2 SZxEre| Mutx{ ol Aol CHsl /H M=
fotst X} sh= Ao|ct BLise 1) 2= -3—-3—35%% st SRl Mol E,
T A|ARIS| RAIM H|A|, 3) A|ARCS FEMTEA|
o 2tAdM S I Y| 7HX| HE(Pillars)E CHE1 A 20{, ZEZto| HE= 1270 X| &
(Indicators) 2t 547l 2| o+2| x| & (Sub-Indicators) 2 F+A =0 R

Ao
T=

T
gt

b

T | F===/0|3 X| F(Compliance/Performance Indicators: CPIs)= A|AE 0] Al
MZ YA 2251 JA=XE SHEHE2Z iR 1 Ut CPls= BLIsHlA S =
HEo| o{EHA ME= 1 onf, SAMl IZEE| HA52 olHEHK| 52 S5t
=0 |FEE F1 Act CPIse= Z &l H|o|Efof CHet O|HEE R[S 1 z=e)
2 A|ABIO| F=4= 3 o AE E motet = JIES SiCt & AI™O|AM = 282t It
of chslf 2oz ME= 4+ = MeslEl F=0| =XIX| &7 [[HTOH CPls=
TA=of w2t AEHM o= M ZECh

S2 MEES flsl A7 BLisel 2t 5k2|X| E(Sub-Indicators)2t CPIsE Z+Z} 00l A 3
X2l ABO{E 7|1, O & &4teto] A(Z| )0l M D(EIXM)7HK| & stte]l S5
Hoi5i =t

38) 3|2 ma|Medo] O MFE MEHOZ =ol50] A S5 T Y =o/E SHts 7|3 E M3

39) kel X ES52 HH &=x. ApAME &= OECD 2006d &=

40) 5470 X|EE 00l M 37HX| M5 oA (21 7ts AF0{= 1628), 152~162H 2 ASZ, 113~1518 2
12

=
He csa, 898 olste DS222 My,
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= R0 PRFAQ} 710 2}/ THE(Self—Assessment Tool) 2 A], 4==to] )| 2
O & T2 AINIALS], RIZMESE, mjtio], Frofsr & thet EUETe] Y olof A=
2 AARS S, AT 5 ks QY & WHEe] wE 2w dak= 20074
HE 2440 wjof], 2006l ZeYH el AEA A= S8EA] 3

ek, 20084 AREACIAE, ZAol] HoldEl 557 9= F 17740] Aake] g
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ELE B
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B

B

B

B
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D

C

=2ict
MU &
Alof| 2z 2
EbXtL of
fZict
H| E =
of I
Ztd| ot
Z=: OECD/DAC Joint Venture on Procurementol| 2|3} 7if 2h=l gt 2of| 2| A, ZIche| A S
1. = 27|l o5 FEMoZ 0| F0{Rl AF7FRICh(self-assessment). EF 2HAAte| Zo{ £ = 192l
MBI ES 2Vt HE2 2 H.
2. 1A} Rp7IRIch(self-assessment) 2 2&F 2| £ S&7|2te| FEte 2 M E A2
3. Y= HE =22 FEstof JHEIEL, AlRlAlg] 2 QIZFR 25} 0|C|o{ 7} 7|2 cHA o MR E 2 E
IS ALK FHoisto] T E H 2.
Z£X{: OECD 2008a:80

= W(WW|[=|NW|W|IN|[W(W|N|[W[w|w|—

w
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A7) Aol L] Sbo) K B EEA|2To] BUL%)% C(53%)°] 1A, DE
FE%)E T v A3 Al otk AV FFE olF 17 Sl dhat sl
Kol A 2b9) ol YEE 2T 4 U= )%

s SAsH ",

mlrL
xN‘

ojelo=, T Al oA S gt AL ofur AlAI S ‘g tRERIT AL
A](Country Procurement Assessment Report: ©]8} CPAR) &= =t g X e A| A 9]

Aeffoll ok AFAISE A4S Alg-akar Qlek, o FEo] S=l=toll tfst CPARYF R HE Afefo]
t}, CPAR¥} DAC WPH&9] B2 24 ol 8.2 374 thax] v}

o

=
! ZP(Procedulfes)% F4eth= A3 A
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3
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T
=
3
x

8 SREa e A Ao WE 3 2T Axje) vl ZRAE 3o ey A
S SIRE ARS Aok 27 ek obed A}, §o, Al Re] Bl 405
Aol chaf ofWak F/hAol AL Sue aPEAS B g 4TS Qulait Y 5, 33

Box 2-6 & Z=EAILAE S 238 Y= ZAEC(|ote] AR

Hﬂrﬁ

i

2| Med st M Soi=0| ol E =
£ HM3siUcts A2 ol &2
=

of Zt&r|otef %% E':E*Alﬁ%*!% AtE3sto
Zte o !
715|7(| ol-—| °.|EH 'FIUHEHE K—I_g_

22

W
It
i
=2
Hrﬁ

ZH(Procedures)?

42) MAHedel ZE CPAR E1M= MH 28 fALOIE E=(http://www.worldbank.org). & & ol M Xt}
ghd 2of| 251 M= World Bank 2002a &=

43) “Donors use national procurement procedures when the funds they provide for the implementation
of projects and programmes are managed according to the national procurement procedures as
they were established in the general legislation and implemented by government. The use of national
procurement procedures means that donors do not make additional, or special, requirements on
governments for the procurement of works, goods and services.” [OECD 2006b]
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1. 1995 Sub—Decree for Public Procurement

2. 1995 Prakas on Implementation of the Rule and Regulations on Public
Procurement (IRRPP)

3. 1998 Supplementary Instruction to 1995 Prakas on Implementing Rules and
Regulations on Public procurement (IRRPP)

4. August 2003 Under Decentralization Policy: Social Fund and Sangkat /
Commune Fund Handling

5. February 1998 Privatized Concession

6. August 2005 Standard Operating Procedures Procurement Manual for Externally
Funded Projects Under the Purview of the Ministry of Economy and Finance

Z7: OECD 2006a

A E5bt FrhREA o] B
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2 Theet ol mERcha ek, BE Fojato] st 2HA LS SESEE 6
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off A= nR7 A 2 90%0] 42 Frolto] F3
A ok 74 -0] f2E 1/3 MAES staL 9ty €9 Ded =7/HE
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4. YZ A

Yjz-e 200849 Te]4l mUE o] ALo i #olalelct, vjZe] 713 CPIAE 3.5,



DACS] ezt Axtol 0YWa A, de|Adl 2% sas Hgo] B sholl= alge =] o

vae] FF Agaelel 2ee] BREE 7ol theol gtk

+ Nepal Interim Constitution 2007

+ Financial Procedure Act 1999

* Financial Procedure Rules 2007

* Decentralization Act 1982

+ Financial Administration Regulations 1999
* Public Procurement Act 2007

+ Public Procurement Regulations 2007

+ Audit Act 1991

Z
g
O

]

o,
%
3,
o

ko]

B

D

=4
&
[an

B

Q,
Z
W)
e}
=
=)
Ay
N
N
=
=
)
ot
i)
e
)
ol
ot
i)
r o)

o, it

71O 2 A NDC2 A% 3ol

- National Planning Commission(NPC): &¢] #l<&
W 7] AAE A Y 22O

vlge] AT B AL st ARe S5t

B e Bk 71858 ol

+ AFE Foreign Aid Coordination Division(FACD): & -gol=t 7]3he] tfo] ¢

& 24e 99tte A ARA pda-olstt Ae), AY 2 v
skl glom, 20079 AAIE PEFA Zg2A|AE FEgh uf Qlof, shel A A A
oF #d, Yl A = Focal Pointo] 7| 3}t

- Nepal Rastra Bank(NRB): =+32-3) © & 4] 2t31¢] Consolidated Fund& ¥e]s}
o AlQ) A 2|2} MlE 2SS st

- Financial Comptroller General Office(FCGO): A5+ Absl7|Tho 2 Al A

44) 20074 7|&
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AT AlEe) 24 9 R AR JEekal glon, ARe) S AR
(Consolidated Financial Statement) Aw7]3olc}, 22274 uf 1?1 Ul
Hol o7k Ae]H (Nepal Performance Portfolio Review) Z=A|
Ltk FCGO+= 7t Districtoll = AFF-A4E Fil(District Treasury Controller

Office:DTCO) 2 elllof Al e s)= o4t ¥he] 9l B 55 whelgic),

l >
2
0
ofi
i)

- Office of Auditor General(OAG): =9 7”}71 O 2 HE HEEA OF] ot
of, 2] MlYdEel B3 TAF HehS 7R AL Qo ATF AR LA E 2] i E

oA Hitskal &3] 9l WS Ho ik

- Public Procurement Monitoring Office(PPMO): &¢] A<&7|HOogA] BE A
Ho71 9 R g irell gk MU B RS wEEttt 20079 A4 Public
Procurement Actell oJsf A-ESItt, F8 7|some 29 w1 WA
B oA, S 9 ezl ws AA] SFA ZRAA HUEE, FRQZEA

(Standard Bidding Document) 428 5| QJc}.

ulge] Fpolie 4719 A AAAAS vz Aauc oA 249 oy
9- 1014 AXIE oAt Abo] 2ol o] HEAA GAME A,

W el AR AT o4k 71218 NDCe| Aglok) NPOZ Bk NPCE o
auich Wl ader BAE st =, vk At 24121 The Tenth Plan
2007 FAAEY ] FREG oW, AX) A} FE7L QA FHETo] Q= FHA R 39 71
9] JA|A = (Three Year Interim Plan 2007/08 — 2009/10)0] A-8-%|11 9t} = AZ&
AR, A3l 29, TA, 4355, Aok, N2 5 2 e
agto] e ol B ofuieh A4 A, ASANS T 0w 2 ek F Aol
wel A7} 33 7)) MTEFS 498k’ MTEFS} ;ﬂLjE Ay, 225 A
S5 wllstol Aol 718, AEstel, €8]} o % Selatel 2% B, A2 v
2] S A| A 3] 7Y 162U5E o5 7Y 15L7HA| L

45) UE sAHdzE 78 1
H 781547 XI°I 71tg S

46) MEE A



@ A4t FH]

= A Bxpole], e AR 52 594259 Nepal Rastra Bank -+3-5 53l
=319l Consolidated Fund® &g, cl4to] FErl¥Ect, tjelexrt oibx] 59 = )
I A AES SF85H A B AL A YNE Nepal Rastra Bankol] 7JA% 1242 5] o]
Consolidated Fundoll H, 7|& o4t =019} FAgt A3 G ok,

LT}

O RELRES:

Consolidated Fund® HH o4k 7 A& ©gohs FSHRA2 WEE) o)

Slel Al 41, Wz Al o4k )8, WIS el AT Ao] FREAL QY%
QHIS elakat ofo] meh FCGO7F 540 PelsAlm aike WEshe 478 714

=20
H(Public Procurement Act: PPA)Y} 322+ (Public Procurement Regulations:
PPR)S vlsho. i), PPAS} PPRE 2949 42, 1203, 4244, 3AAL 13,
(]

w8 W 5 FEE At dfsf YISk A,

o)

0 Azgel 2ol A FARAUL, FHAAUL, £ (Sealed

Quotation), ALl (Direct Purchase) 5202 U A, AH] A

2 5o AP TR ydd, 55 9 A oE2 158 F1)(9F 1,950 US$)7HA]
A !

=} o —
Mz, 159k fao) A 1009F £3(2F 1,950—-13,000 US$)= 22192

2007E PPA°|| oAste] 4=¥lEl PPMO7F &9 2E A (Standard Bidding

P
H
Documents) =2 @dato] & dubel] wgt Aajel 1442 ghas 2t =, 2009

47) PPA Art.15 [Government of Nepal 2007¢]
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| 9 A A, 5 2H(Sealed Quotation), =W A AR EEEA 7 244 AR E
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glom, AU RALE ob2) 57 Fol ek, Bjelno] 49 FHE BA) uret 7}
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5. 34 7y

= Aol A l=rel S Ae] W 2E AlAEef el =2
= Eay

A= 8 ide AeEshal dol .
ROk M (SWAD), ZRAE AAZ|THPIU) Fol 221, & /Hd-e w2l stof
O

A ST A28 = ofshet] lo] g o]
A

i Ao A A EIAL Sh= A S o] 109 ERkel AA jHEe] £ ez, F
23] gojof ek AAlN L= DACY #AE SHe® s Qe Adeolch ZLdel
T Erekal A AdRelY AE2 Folwuitt vh2n, mebd AR A=t gl
et siAofl A mlefsiubnt 2folE Hoj= -t Sttt whEhA 2 ol
5]= DACO] “Harmonising Donor Practices for Effective Aid Delivery, Vol 2(OECD
2006¢)" 2}t Tt A9l At FRAl 7ho] =2kRI(OECD 2006b) 5 Ao ekl Age
e 13 g,

5-1, T2 25 ™MOH(PBA)TH HEOF I (SWAD)

] A ole) upZ W PBAL: “=7bibd2R(National Development Strategy), &7
Hopd g T3 (Sector Programme), FAIE &2 1 (Thematic Programme) = &
g 713e] L2 23S oﬂxl Zo] Jar e o) ek 28 AP Yo 5

= ol Folshe W22, v 47HA] dAe sl e AeR JoH

(i) 5 E AR 7)) 24
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el o] AZ2AbA Fo=2] Ado] PBAR 7hE7] flsiA= vt 22
24 7S B S AIAF g (OECD 2006b)

22U BE

® X1 (Reporting), ol4F7A (Budgeting), A7 ¥2](Financial Management)
124l 2 (Procurement) 5 2oj& 2709 HAbE I3 FA1A4 Q1 gl 24
= 23} AR &

@ Z20 A, =2 A8, Qg e s 9 v F Hojm 2709

AAE = AlA 28

o A ol syl 9l o=t 5o Hi Y 52 VRke R =
¥ Y% A (Coordination) #A|7} Y22 aiA-S A ZItH= AlZboA] Sk 70|
TF PBAE =] Q19041 2l 4)s AAl= fxAlsol Qo] 3ol ® slojg L=
5] AARke] Ao Aot 2E, A W HUHE QIS e AlAE 23S Y
Sh= 3, Fol=tt Y RIS EHRST= HollA, ThefAddle] o R Ql 2elo)4
(Ownership), Y222 (Alignment), ¥F=Z3HHarmonization) Al 7}A]& o}
2Rl dxal o2 olsd 4= Qlct, PBAE AT et gl ek A AA 2

A7) §Ia S 0 B4 B S sha glon] mebk] 49 AlAES

il
Ir
o

O EEAF

ofo
o

=)
c
%Zi
|
L

PBAL: 2 & 51LES] ol ARE Slefl A ool Aok sHz AL ofULt, vk ol A 3

= B5A L sl Atk dxego] 24 irlUSS THOR 2948 °)%

PBAL Zg2AE 7|
(Approach)®] shifebal &
= Z1o]A] ofudt YxoFAE AFA o2 PBAR

SHYAYT 22 ARG (Modality)oleh/| Bk H
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=3
H =
SPESIE Fobg eek Aoletd SWApS 1 F

p

g 4 9lon uebs SWApS PBAY] 8H¢7HE 0 & 7hpgct,

PBAL} SWApS A|35}7] QJal| A= thofol flxH "
oA W Ak} 4=29]5L0] oJgF £ 7holslo] ot oFAlS thzt g 8-8-3) 2 9l

@ oflAkx
— Uukef Ak
— Al of Ak
@ =9 A YA = (Pooled Arrangement)

— 3542 Y (Basket Funding)
|

A2 (General Budget Support)
¥ (Sector Budget Support)

Pooling of Technical Assistance)
3 PBA/SWApO.& E9te|o] 23lu|t Zaae

<38 2-2 PBA X| 2l 2kAl>

e
3= S01=
ozl
(General 202
Budget Support)
SsMY2Y
(Basket Funding)
30=
2orEga
(SVVAps) /3t
Deue 29
ME{ oA 2
(Sector Budget
Support)
30=
o
305
0=

4tAl(a way of working together)O|2t 211 Z 2N

SSXEAMA, 22|10 39| 22|, 7|, e & Al

?ICt.[Sida 2005:6)

50) SWApE PBARl Atztglo] S&l = Z2HE= 047|of sHE=X| 2=t SWApS| d&te
= %E‘EI(H FrEE Z2NEE g Lsl EF 2ot =g PMSkE Z2MEEZM, o & &0
H79IZ SWApS| detez FRl=l= WA AIY S0l ofol| il ZECt.

ol whe} 54 Hopol BT SWAp™ ol oJ) SHE S Q)

T,
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[}
-
=2
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o
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ol A 3E] 7tzke] A giok4lo] tiaf 7rera] Ak v A},

5-2. oflAFX|E

of| 42 (Budget Support) &2 23 of|4F2] ¥ (Direct Budget Support)o]at &=t
of| A ==t =131 (Treasury) 2 Y-S o]dste] =22 ofibS A sh= W o= A 27
ofefj o} Zro] F 7pA| & FEFE T}

ARl AbA] 2 (General Budget Support): 4=¢1=9] AR Q1 A= 9l ofj4k 941

=
&9lol 23E W,
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il
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e
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wm
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kS,
S
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)
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HE
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o
r)v
>
i}
b
)

AR ARA Qo] 7} vlagha e 5 St el A o) EaA el Hekel oie kAol
AL AHsHe Aolekd e ge 54 Hopd ol L] tet AU

=
o AN AR O AU o HE|ofof Fhthz AL BT}, Ak 52 A ofix o]
AS W AL S15t0) oabaatel ket ghelwn | wiof oA AU o] Ut
Ao} Aol e o Feld 4% oliz dlAbx o]t 7H 4= gick. wheb ‘oA
o8 BREE AU o A BE 95 AR LW o 85 A0 HA
g 4 9t

RO R FolFo] A WAOE PBAS AU el ~AFe] A|2Eo] @
A A A gzl Sl Zlo] oheks A WAIR Bt T3] AR kS Alefst A7
Zo|x fdh B BT ALBE 25A) Foha Gl A9} thiEolul, ujeba] ol
oA oY Al A Uole] Wk BAvHe B WO R §EE AL, MR A4
goz Qe BES SASH 2okt § olel A $18S ki gl Ao] Aot of 7|4

51) stx| 2t MEo M4X|ol2tD shA gt MX| @ vlWs EY o ofdo] MYEHEE XFH
El(Earmarked) Zo| ofHzle M2 2Hs| of 8 €27t ct EM 250 AEBEHES XFE
(Earmarked) =2} of AKX @] ZEXQl X
X|elo|E Ztoll, EM ol tist x| MY S
Z O ¥ 2|ojollA 0|5l 5t= Z (a broader understanding) 2 2 s A2 %= 2/Ch [DFID 2007b:1]



FAHHolt}
Box 2-7 of| AX| le] Bt o 7| XM M A

DFIDE of kX[ 2l S Stte] S2lE X|fetAlo 2 Hh= 0{8] J1X| Mol Maf

Sl E 5SS Zasts stitel ZEA mf7|X|2 21 Ut ofof = of AX| |

S 9lsh =x| & 22 Zo{=olct a2|1 s s=el=olct Ao|stH HEE 5 o

oL HEo| 'of AX| R TF|X|'= ot &2 AlStES Zeksict

- el flx MeEfnt =3 J2|1 s ghsEof o sk dekM ol 2lFlof| 2k =2l
=3 JenE L ZEe| 7|2 §2H(Basic Agreement): T2 Of| AX| 2l S |t 25l 2t
M (Memorandum of Understanding: MoU)ollA{ o|2{st &2k L 50| Bhed =|nf,
MoU= O| & HIE S Z 7ljdiof ztsh 2utMol Ml a) of AX|ele 2ES =2 &

o o

A #{2K(Specific Agreement): 047]0ofl = =2 MoUO{| A

+ U 7IHel Ch3t Yot S HABict,
= E
=

SolE Y88 Higo R, £AUR0| AT £V YHH $TES HAISH Het,

r

- ZUEHY D ol Y M E 2ol SofE MAL of LX| Yol Ao ZUEHZ R
oM D E SEE "X otet XY U X & X 2 Yol ot FELE S
2=[ofof Bt

o

Zx: DFID 2007b:2
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5-3. Z5X|¥(Pooled Arrangement)

S5 A YA = (Pooled Arrangement)st, Tho] Foj=to] PBAL SWApel tsl A<

W) golErk £AS Ba) B B AAS 3, AU FL /a2 RIS s

o ot

Ao gA A FEAAA Y (Basket Funding)¥t 357142 ¥ (Pooling of Technical

Assistance) & & T}

o] T FTFAYAYL T A& Fol=e] Ao] shite] Bl (Basket)oll ©A A
Hrhe Aoz ofgfd 4= Qlrh 07|49 Bl =t =4 Frolsolut o] F kA
7} Wejsks X L& (Special Account)?] FEJQl Ao] tfjFEo|t} o] 7] A0 BRI

o] fFaA wAE o= A= sjEdE wziA] 2 4l

o}, o, PBAGIO|A] 3529 B4 (Pooled Arrangement)S £68f Al3E Y 5o 742,
AA1E] el abA] o) 7 9-eF v HA & 42 ARpe] uheh e E|ojof sh, 18] ¢k A
[e]

©

PBAE I3t A|dolefal k=2 4= it} (Sida 2005:7)

5-4, ZZHME AA|7|2ZHPIU)

AAAA A Bz ASEAA 2 5

52) 53| Sidagl & Pooled arrangements M4l of MX| &S MA|SH7|of UM MAxHO| ZF 71| s
AlXol Al ghtHo 2 A7 lct [Sida 2005:7]
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- 2 Mo cfst o =2 & Z(public availability of information)

— ZIH=E of A = 2 M| A (open budget process)
- MM 34 (assurances of integrity)
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Box 4-1 DFID =HX| A = (CAP)2e| =X}
Summary

Part | = Analysis
|-1 Political and Governance
[-2 Social, Environmental and Economic
[-3 The Government’s Response
[-4 Aid Effectiveness
[-5 Risk
|-6 What Have We Learnt

Part Il = Plans
[I-1 UK Partnership Plans
[I-2 Programme Resource

Part Il — Performance Framework
[II=1 Planning, Monitoring and Evaluation
[II=2 Results and Management Frameworks

Annexes(mandatory)
A-1 Statistics
A-2 Country Governance Analysis
A-3 Social Exclusion Analysis
A-4 Environmental Analysis(including climate change)
A-5 Gender Analysis
A-6 Growth Analysis
A-7 Fiduciary Risk Assessment
A-8 Aid Effectiveness

AtZ: DFID 2007a:3-4
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A Hg7lo] wek 2006-20079 717F &9t sl o2 ARSESE Al HEF(Interim
Strategy)©] 2008—20109 7|7t A% #-8-=] a1 Qe

Box 4-3 Hlot3.9| of U Z X| 2l &2H(2008H)

2008'—4 J|E flxMe2 1,92 A2, 2F 3,74340t E0[Yon{ 2ofH M=~ gl H|
2 ElS Eef Zieh

<38 4-4 Giot3o| of U & X2 ZokE £x(2008H)>

soiAIRI(LGA),  SEEEMA
e 219, 1.38

olalat
AHedA, 493

g, 21.67

Ehel: wot 2

AtZ: DANIDA 2008a:7

tﬂu}ﬂﬂ o ulg A2 FA] AR HRE Woll A Axqfi e FRE= ZRAE gl 7

ARG Aelshd AA w5, Ao, Q1H D AMAAY A 74x] Hoke] SWAp
Oﬂ et A €S f5== o] FofA|aL S}, HlFo] 7P & als Zofol A= Education For
All(0]3} EFA), Secondary Education System Programme(©|s} SESP) 5-2] SWApo| of
8l Nordict+ & BF wof=2to] &5 AGAH WAl o vzo] A B 23 AlLgS 53

84) Local Grant Authority(LGA): CHAFRE AHRIOIAM &7 2 AP S & A|01| ElEMoz X|de = U =
SZAM, 2 SWAp ?IFe ¢=J} 2% efdoM ZH =0 %2 AI?_E} APt ae=Ees AUS Het
sto wo= 285 9ick. U BolAS okS 3} 0i4], HIV/AIDS, 23t £ 20lA 2851 3

85) AH{HA Fofol M x| St 2hedEl SWApPO| AASo|ct
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th EFAE W wshrh 2008 Qok A8, 29, Kl 34, ZAF At o2 A
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3 1 9542(2005)

PARIS DECLARATION ON AID EFFECTIVENESS

Ownership, Harmonisation, Alignment, Results
and Mutual Accountability

I. Statement of Resolve

1. We, Ministers of developed and developing countries responsible for promoting development and
Heads of multilateral and bilateral development institutions, meeting in Paris on 2 March 2005, resolve to take
far-reaching and monitorable actions to reform the ways we deliver and manage aid as we look ahead to the UN
five-year review of the Millennium Declaration and the Millennium Development Goals (MDGs) later this year.
As in Monterrey, we recognise that while the volumes of aid and other development resources must increase to
achieve these goals, aid effectiveness must increase significantly as well to support partner country efforts to
strengthen governance and improve development performance. This will be all the more important if existing
and new bilateral and multilateral initiatives lead to significant further increases in aid.

2. At this High-Level Forum on Aid Effectiveness, we followed up on the Declaration adopted at the
High-Level Forum on Harmonisation in Rome (Febmary 2003) and the core principles put forward at the
Marrakech Roundtable on Managing for Development Results (February 2004) because we believe they will
increase the impact aid has in reducing poverty and inequality, increasing growth, building capacity and
accelerating achievement of the MDGs.

Scale up for more effective aid

3. We reaffirm the commitments made at Rome to harmonise and align aid delivery. We are encouraged
that many donors and partner countries are making aid effectiveness a high priority, and we reaffirm our
commitment to accelerate progress in implementation, especially in the following areas:

i Strengthening partner countries’ national development strategies and associated operational
frameworks (e.g., planning, budget, and performance assessment frameworks).

ii. Increasing alignment of aid with partner countries’ priorities, systems and procedures and helping to
strengthen their capacities.

iii. Enhancing donors’ and partner countries’ respective accountability to their citizens and parliaments for
their development policies, strategies and performance.

iv. Eliminating duplication of efforts and rationalising donor activities to make them as cost-effective as
possible.

v. Reforming and simplifying donor policies and procedures to encourage collaborative behaviour and
progressive alignment with partner countries’ priorities, systems and procedures.

vi. Defining measures and standards of performance and accountability of partner country systems in
public financial management, procurement, fiduciary safeguards and environmental assessments, in line
with broadly accepted good practices and their quick and widespread application.

4, We commit ourselves to taking concrete and effective action to address the remaining challenges,
including:
i Weaknesses in partner countries’ institutional capacities to develop and implement results-driven
national development strategies.
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ii.  Failure to provide more predictable and multi-year commitments on aid flows to committed partner
countries.

iii. Insufficient delegation of authority to donors’ field staff, and inadequate attention to incentives for
effective development partnerships between donors and partner countries.

iv. Insufficient integration of global programmes and initiatives into partner countries’ broader
development agendas, including in critical areas such as HIV/AIDS.

v. Cormption and lack of transparency, which erode public support, impede effective resource
mobilisation and allocation and divert resources away from activities that are vital for poverty
reduction and sustainable economic development. Where corruption exists, it inhibits donors from
relying on partner country systems.

5. We acknowledge that enhancing the effectiveness of aid is feasible and necessary across all aid
modalities. In determining the most effective modalities of aid delivery, we will be guided by development
strategies and priorities established by partner countries. Individually and collectively, we will choose and design
appropriate and complementary modalities so as to maximise their combined effectiveness.

6. In following up the Declaration, we will intensify our efforts to provide and use development
assistance, including the increased flows as promised at Monterrey, in ways that rationalise the often excessive
fragmentation of donor activities at the country and sector levels.

Adapt and apply to differing country situations

1. Enhancing the effectiveness of aid is also necessary in challenging and complex situations, such as the
tsunami disaster that struck countries of the Indian Ocean rim on 26 December 2004. In such situations,
worldwide humanitarian and development assistance must be harmonised within the growth and poverty
reduction agendas of partner countries. In fragile states, as we support state-building and delivery of basic
services, we will ensure that the principles of harmonisation, alignment and managing for results are adapted to
environments of weak governance and capacity. Overall, we will give increased attention to such complex
situations as we work toward greater aid effectiveness.

Specify indicators, timetable and targets

8. We accept that the reforms suggested in this Declaration will require continued high-level political
support, peer pressure and coordinated actions at the global, regional and country levels. We commit to
accelerate the pace of change by implementing, in a spirit of mutual accountability, the Partnership
Commitments presented in Section II and to measure progress against 12 specific indicators that we have agreed
today and that are set out in Section IIT of this Declaration.

9. As a further spur to progress, we will set targets for the year 2010. These targets, which will involve
action by both donors and partner countries, are designed to track and encourage progress at the global level
among the countres and agencies that have agreed to this Declaration. They are not intended to prejudge or
substitute for any targets that individual partner countries may wish to set. We have agreed today to set five
preliminary targets against indicators as shown in Section ITI. We agree to review these preliminary targets and to
adopt targets against the remaining indicators as shown in Section IIT before the UNGA Summit in September
2005; and we ask the partnership of donors and partner countries hosted by the DAC to prepare for this
urgentlyl. Meanwhile, we welcome initiatives by partner countries and donors to establish their own targets for

In accordance with paragraph 9 of the Declaration, the partnership of donors and partner countries hosted by
the DAC (Working Party on Aid Effectiveness) comprising OECD/DAC members, partner countries and
multlateral insttutions, met twice, on 30-31 May 2005 and on 7-8 July 2005 to adopt, and review where
appropriate, the targets for the twelve Indicators of Progress. At these meetings an agreement was reached on the
targets presented under Section ITI of the present Declaration. This agreement is subject to reservations by one
donor on (a) the methodology for assessing the quality of locally-managed procurement systems (relating to
targets 2b and 5b) and (b) the acceptable quality of public financial management reform programmes (relating to
target 5a.ii). Further discussions are underway to address these issues. The targets, including the reservation, have
been notfied to the Chairs of the High-level Plenary Meeting of the 59th General Assembly of the Umuted
Nations in a letter of 9 September 2005 by Mr. Richard Manning, Chair of the OECD Development Assistance
Committee (DAC).



improved aid effectiveness within the framework of the agreed Partnership Commitments and Indicators of
Progress. For example, a number of partner countries have presented action plans, and a large number of donors
have announced important new commitments. We invite all participants who wish to provide information on
such initiatives to submit it by 4 April 2005 for subsequent publication.

Monitor and evaluate implementation

10. Because demonstrating real progress at country level is critical, under the leadership of the partner
country we will periodically assess, qualitatively as well as quantitatively, our mutual progress at country level in
implementing agreed commitments on aid effectiveness. In doing so, we will make use of appropriate country
level mechanisms.

11. At the international level, we call on the partnership of donors and partner countries hosted by the
DAC to broaden partner country participation and, by the end of 2005, to propose arrangements for the
medium term monitoring of the commitments in this Declaration. In the meantime, we ask the partnership to
co-ordinate the interational monitoring of the Indicators of Progress included in Section III; to refine targets as
necessary; to provide approprate guidance to establish baselines; and to enable consistent aggregation of
information across a range of countries to be summed up in a periodic report. We will also use existing peer
review mechanisms and regional reviews to support progress in this agenda. We will, in addition, explore
independent cross-country monitoring and evaluation processes — which should be applied without imposing
additional burdens on partners — to provide a more comprehensive understanding of how increased aid
effectiveness contributes to meeting development objectives.

12. Consistent with the focus on implementation, we plan to meet again in 2008 in a developing country
and conduct two rounds of monitoring before then to review progress in implementing this Declaration.

II. Partnership Commitments

13. Developed in a spirit of mutual accountability, these Partnership Commitments are based on the
lessons of experience. We recognise that commitments need to be interpreted in the light of the specific simation
of each partner country.

OWNERSHIP
Partner countries exercise effective leadership over their development

policies, and strategies and co-ordinate development actions
14. Partner countries commit to:

®* Exercise leadership in developing and implementing their national development strategies? through
broad consultative processes.

= Translate these national development strategies into proritised results-oriented operational programmes
as expressed in medium-term expenditure frameworks and annual budgets (Indicator 1).

= Take the lead in co-ordinating aid at all levels in conjunction with other development resources in
dialogue with donors and encouraging the participation of civil society and the private sector.
15. Donors commit to:

® Respect partner country leadership and help strengthen their capacity to exercise it.

2 The term “national development strategies’ includes poverty reduction and similar overarching strategies as well
as sector and thematic strategies.
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ALIGNMENT

Donors base their overall support on partner countries’ national
development strategies, institutions and procedures

Donors align with partners’ strategies

16. Donors commit to:
* Base their overall support — country strategies, policy dialogues and development co-operation
programmes — on partners’ national development strategies and periodic reviews of progress in

implementing these strategies® (Indicator 3).

* Draw conditions, whenever possible, from a partner’s national development strategy or its annual review
of progress in implementing this strategy. Other conditions would be included only when a sound
justification exists and would be undertaken transparently and in close consultation with other donors
and stakeholders.

» Link funding to a single framework of conditions and/or a manageable set of indicators derived from
the national development strategy. This does not mean that all donors have identical conditions, but that
each donor’s conditions should be derived from a common streamlined framework aimed at achieving
lasting results.

Donors use strengthened country systems

17. Using a country’s own institutions and systems, where these provide assurance that aid will be used for
agreed purposes, increases aid effectiveness by strengthening the partner country’s sustainable capacity to
develop, implement and account for its policies to its citizens and parliament. Country systems and procedures
typically include, but are not restricted to, national arrangements and procedures for public financial
management, accounting, auditing, procurement, results frameworks and monitoring.

18. Diagnostic reviews are an important — and growing — source of information to governments and
donors on the state of country systems in partner countries. Partner countries and donors have a shared interest
in being able to monitor progress over time in improving country systems. They are assisted by performance
assessment frameworks, and an associated set of reform measures, that build on the information set out in
diagnostic reviews and related analytical work.

19. Partner countries and donors jointly commit to:

* Work together to establish mutually agreed frameworks that provide reliable assessments of
performance, transparency and accountability of country systems (Indicator 2).

* Integrate diagnostic reviews and performance assessment frameworks within country-led strategies for
capacity development.
20. Partner countries commit to:
®  Carry out diagnostic reviews that provide reliable assessments of country systems and procedures.

®*  On the basis of such diagnostic reviews, undertake reforms that may be necessary to ensure that national
systems, institutions and procedures for managing aid and other development resources are effective,
accountable and transparent.

®* Undertake reforms, such as public management reform, that may be necessary to launch and fuel
sustainable capacity development processes.
21 Donors commit to:

* Use country systems and procedures to the maximum extent possible. Where use of country systems is
not feasible, establish additional safeguards and measures in ways that strengthen rather than undermine
country systems and procedures (Indicator 5).

This includes for example the Annual Progress Review of the Poverty Reduction Strategies (APR).



Avoid, to the maximum extent possible, creating dedicated structures for day-to-day management and
implementation of aid-financed projects and programmes (Indicator 6).

Adopt harmonised performance assessment frameworks for country systems so as to avoid presenting
partner countries with an excessive number of potentially conflicting targets.

Partner countries strengthen development capacity with support from donors

22

The capacity to plan, manage, implement, and account for results of policies and programmes, is

critical for achieving development objectives — from analysis and dialogue through implementation, monitoring

and evaluation. Capacity development is the responsibility of partner countries with donors playing a support

1ole. It needs not only to be based on sound technical analysis, but also to be responsive to the broader social,

political and economic environment, including the need to strengthen human resources.

23.

24.

Partner countries commit to:

Integrate specific capacity strengthening objectives in national development strategies and pursue their
implementation through country-led capacity development strategies where needed.

Donors commit to:

Align their analytic and financial support with partners’ capacity development objectives and strategies,
make effective use of existing capacities and harmonise support for capacity development accordingly

(Indicator 4).

Strengthen public financial management capacity

25.

26.

27.

Pariner countries commit to:

Intensify efforts to mobilise domestic resources, strengthen fiscal sustainability, and create an enabling

environment for public and private investments.
Publish timely, transparent and reliable reporting on budget execution.

Take leadership of the public financial management reform process.

Donors commit to:

Provide reliable indicative commitments of aid over a multi-year framework and disburse aid in a timely

and predictable fashion according to agreed schedules (Indicator 7).

Rely to the maximum extent possible on transparent partner government budget and accounting
mechanisms (Indicator 3).

Partner countries and donors jointly commit to:

Implement harmonised diagnostic reviews and performance assessment frameworks in public financial
management.

Strengthen national procurement systems

28.

Partner countries and donors jointly commit to:

Use mutually agreed standards and processes* to carry out diagnostics, develop sustainable reforms and
meonitor implementation.

Commut sufficient resources to support and sustain medium and long-term procurement reforms and
capacity development.

Share feedback at the country level on recommended approaches so they can be improved over time.

Such as the processes developed by the joint OECD-DAC — World Bank Round Table on Strengthening
Procurement Capacities in Developing Countres.
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29. Partner countries commit to take leadership and implement the procurement reform process.
30. Donors commit to:

* Progressively rely on partner country systems for procurement when the country has implemented
mutually agreed standards and processes (Indicator 3).

* Adopt harmonised approaches when national systems do not meet mutually agreed levels of
performance or donors do not use them.

Untie aid: getting better value for money

31. Untying aid generally increases aid effectiveness by reducing transaction costs for partner countries and
improving country ownership and alignment. DAC Donors will continue to make progress on untying as
encouraged by the 2001 DAC Recommendation on Untying Official Development Assistance to the Least
Developed Countries (Indicator 8).

HARMONISATION
Donors’ actions are more harmonised, transparent and collectively effective

Donors implement common arrangements and simplify procedures
32. Donors commit to:

* Implement the donor action plans that they have developed as part of the follow-up to the Rome High-
Level Forum.

* Implement, where feasible, common arrangements at country level for planning, funding (e.g. joint
financial arrangements), disbursement, monitoring, evaluating and reporting to government on donor
activities and aid flows. Increased use of programme-based aid modalities can contribute to this effort
(Indicator 9).

* Work together to reduce the number of separate, duplicative, missions to the field and diagnostic
reviews (Indicator 10); and promote joint training to share lessons learnt and build a community of
practice.

Complementarity: more effective division of labour

33. Excessive fragmentation of aid at global, country or sector level impairs aid effectiveness. A pragmatic
approach to the division of labour and burden sharing increases complementarity and can reduce transaction
costs.

34, Partner countries commit to:

* Provide clear views on donors’ comparative advantage and on how to achieve donor complementarity at
country or sector level.

35. Donors commit to:

®= DMake full use of their respective comparative advantage at sector or country level by delegating, where
approprate, authority to lead donors for the execution of programmes, activities and tasks.

* Work together to harmonise separate procedures.

Incentives for collaborative behaviour
36. Donors and partner countries jointly commit to:

* Reform procedures and strengthen incentives—including for recruitment, appraisal and training—for
management and staff to work towards harmonisation, alignment and results.



Delivering effective aid in fragile states®

37. The long-term vision for international engagement in fragile states is to build legitimate, effective and
resilient state and other country institutions. While the guiding principles of effective aid apply equally to fragile
states, they need to be adapted to environments of weak ownership and capacity and to immediate needs for
basic service delivery.

38. Partner countries commit to:

= Make progress towards building institutions and establishing governance structures that deliver effective
governance, public safety, security, and equitable access to basic social services for their citizens.

= Engage in dialogue with donors on developing simple planning tocls, such as the transitional results
matrix, where national development strategies are not yet in place.

® Encourage broad participation of a range of national actors in setting development priorities.
39. Donors commit to:

= Harmonise their activities. Harmonisation is all the more crucial in the absence of strong government
leadership. It should focus on upstream analysis, joint assessments, joint strategies, co-ordination of
political engagement; and practical initiatives such as the establishment of joint donor offices.

= Align to the maximum extent possible behind central governmentled strategies or, if that is not
possible, donors should make maximum use of country, regional, sector or non-government systems.

= Avoid activities that undermine national institution building, such as bypassing national budget processes
or setting high salaries for local staff.

® Use an appropriate mix of aid instruments, including support for recurrent financing, particularly for
countries in promising but high-risk transitions.
Promoting a harmonised approach to environmental assessments

40. Donors have achieved considerable progress in harmonisation around envirenmental impact
assessment (EIA) including relevant health and social issues at the project level. This progress needs to be
deepened, including on addressing implications of global environmental issues such as climate change,
desertification and loss of biodiversity.

41. Donors and partner countries jointly commit to:

= Strengthen the application of EIAs and deepen common procedures for projects, including
consultations with stakeholders; and develop and apply common approaches for “strategic
environmental assessment™ at the sector and national levels.

= Continue to develop the specialised technical and policy capacity necessary for environmental analysis
and for enforcement of legislation.

42. Similar harmonisation efforts are also needed on other cross-cutting issues, such as gender equality and
other thematic issues including those financed by dedicated funds.

MANAGING FOR RESULTS
Managing resources and improving decision-making for results

43. Managing for results means managing and implementing aid in a way that focuses on the desired
results and uses information to improve decision-making.

The following section draws on the draft Principles for Good International Engagement in Fragile States, which
emerged from the Senior Level Forum on Development Effectiveness in Fragile States (London, January 2005).
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44,

45.

46.

47.

Partner countries commit to:

Strengthen the linkages between national development strategies and annual and mult-annual budget
processes.

Endeavour to establish results-oriented reporting and assessment frameworks that monitor progress
against key dimensions of the national and sector development strategies; and that these frameworks
should track a manageable number of indicators for which data are cost-effectively available

(Indicator 11).

Donors commit to:

Link country programming and resources to results and align them with effective partner country
performance assessment frameworks, refraining from requesting the introduction of performance
indicators that are not consistent with partners’ national development strategies.

Work with partner countries to rely, as far as possible, on partner countries’ results-oriented reporting
and monitoring frameworks.

Harmonise their monitoring and reporting requirements, and, until they can rely more extensively on
partner countries’ statistical, monitoring and evaluation systems, with partner countries to the maximum
extent possible on joint formats for periodic reporting.

Partner countries and donors jointly commit to:

Work together in a participatory approach to strengthen country capacities and demand for results based
management.

MUTUAL ACCOUNTABILITY
Donors and partners are accountable for development results

A major priority for partner countries and donors is to enhance mutual accountability and transparency

in the use of development resources. This also helps strengthen public support for national policies and

development assistance.

48.

49.

50.

Partner countries commit to:
Strengthen as appropriate the parliamentary role in national development strategics and/or budgets.

Reinforce participatory approaches by systematically involving a broad range of development partners
when formulating and assessing progress in implementing national development strategies.

Donors commit to:

Provide timely, transparent and comprehensive information on aid flows so as to enable partner
authorities to present comprehensive budget reports to their legislatures and citizens.

Partner countries and donors commit to:

Jointly assess through existing and increasingly objective country level mechanisms mutual progress in
implementing agreed commitments on aid effectiveness, including the Partnership Commitments.
(Indicator 12).



III. Indicators of Progress
To be measured nationally and monitored internationally

OWNERSHIP

TARGET FOR 2010

Partners  have operational development  strategies —
Number of countries with national development strategies

At least 75% of partner countries have operational

1 (including PRSs) that have clear strategic priorities linked N
to a medium-term expenditure framework and reflected in development strategies.
annual budgets.
ALIGNMENT TARGETS FOR 2010
(a) Public financial management — Half of partner
Reliable country systems— Number of partner countries countries move up at Ifﬁast one measure (i.e., 0.5 points) on the
that have procurement and public financial management PFM/ CPIA (Country Policy and Institutional Assessment) scale of
2 | systems that either (a) adhere to broadly accepted good performance.
p’fl‘_”"&‘m‘“ (b) have a reform programme in place to (b) Procurement — One-third of partner countries move up
Caila U= at least one measure (i.e., from Dto C, Cto B or B to A) on the
four-point scale used to assess performance for this indicator.
Aid flows are aligned on national priorities — Percent of | Halve the gap — halve the proportion of aid flows to government
3 | aid flows to the government sector that is reported on | sector not reported on government's budget(s) (with at least 85%
partners’ national budgets. reported on budget).
Strengthen capacity by co-ordinated support — Percent of . . .
donor capacity-development support ided through co- 50% of tech_ml:al co-operation ﬂu\n_.'s are !mpleme_nted
4 . = g oo through co-ordinated programmes consistent with national
ordinated programmes consistent with partners’ national development strategies
development strategies. oP "
PERCENT OF DONORS
Score” Target
5+ All donors use partner countries’ PFM systems.
Use of country public financial management systems— | 35t04.5 | 90% of donors use partner countries’ PFM systems.
Percent of donors and of aid flows that use public financial
5a | management systems in partner countries, which either PERCENT OF AID FLOWS
(a) adhere to broadly accepted good practices or (b) have | gcqre” Target
a reform programme in place to achieve these. s
sy A two-thirds reduction in the % of aid to the public
sector not using partner countries’ PFM systems.
15t045 A one-third reduction in the % of aid to the public
B ) sector not using partner countries’ PFM systems.
PERCENT OF DONORS
Score’ Target
All donors use partner countries’ procurement
A
systems.
90% of donors use partner countries’ procurement
Use of country procurement systems — Percent of donors B systems.
and of aid flows that use partner country procurement
5b | systems which either (a) adhere to broadly accepted good PERCENT OF AID FLOWS
practices or (b) have a reform programme in place to Score’ Target
achieve these.
A two-thirds reduction in the % of aid to the public
A sector not using partner countries’ procurement
systems.
A one-third reduction in the % of aid to the public
B sector not using partner countries’ procurement
systems.
Strengthen capacity by avoiding parallel implementation o .
6 structures — Number of parallel project implementation i?ne?:rﬁ;talgn :::tg (tFt;'JEd)s theppstock Jlof naaR I PioiSck
units (PIUs) per country. p N
Aid is more predictable— Percent of aid disbursements _ y - . e
7 released according to agreed schedules in annual or multi- Halve the gap hqhe_the proportion of aid not disbursed within
the fiscal year for which it was scheduled.
year frameworks.
8 Aid is untied — Percent of bilateral aid that is untied. Continued progress over time.
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Important Note: In accordance with paragraph 9 of the Declaration, the partnership of donors and partner countries hosted by
the DAC (Working Party on Aid Effectiveness) comprising OECD/DAC members, partner countries and multilateral institutions, met
twice, on 30-31 May 2005 and on 7-8 July 2005 to adopt, and review where appropriate, the targets for the twelve Indicators of
Progress. At these meetings an agreement was reached on the targets presented under Section 111 of the present Declaration. This
agreement is subject to reservations by one donor on (a) the methodology for assessing the quality of locally-managed procurement
systems (relating to targets 2b and 5Sb) and (b) the acceptable quality of public financial management reform programmes (relating
to target 5a.ii). Further discussions are underway to address these issues. The targets, including the reservation, have been notified
to the Chairs of the High-level Plenary Meeting of the 59th General Assembly of the United Nations in a letter of 9 September 2005

HARMONISATION

Use of common arrangements or procedures — Percent of
aid provided as programme-based approaches.

Encourage shared analysis — Percent of (a) field missions
and/or (b) country analytic work, including diagnostic
reviews that are joint.

MANAGING FOR RESULTS

Results-oriented frameworks — Number of countries with
transparent and monitorable performance assessment
frameworks to assess progress against (a) the national
development strategies and (b) sector programmes.

MUTUAL ACCOUNTABILITY

Mutual accountability — Number of partner countries that
undertake  mutual assessments of progress in
implementing agreed commitments on aid effectiveness
including those in this Declaration.

TARGETS FOR 2010

66% of aid flows are provided in the context of programme-
based approaches.

(a) 40% of donor missions to the field are joint.
(b) 66% of country analytic work is joint.

TARGET FOR 2010

Reduce the gap by one-third — Reduce the proportion of
countries without transparent and monitorable performance
assessment frameworks by one-third.

TARGET FOR 2010

All partner countries have mutual assessment reviews in place.

by Mr. Richard Manning, Chair of the OECD Development Assistance Committee (DAC).

"Note on Indicator 5: Scores for Indicator 5 are determined by the methodology used to measure quality of procurement and

public financial management systems under Indicator 2 above.



Appendix A:

Methodological Notes on the Indicators of Progress

The Indicators of Progress provides a framework in which to make operational the responsibilities and accountabilities
that are framed in the Paris Declaration on Aid Effectiveness. This framework draws selectively from the Partnership
Commitments presented in Section II of this Declaration.

Purpose — The Indicators of Progress provide a framework in which to make operational the responsibilities and
accountabilities that are framed in the Paris Declaration on Aid Effectiveness. They measure principally collective
behaviour at the country level.

Country level vs. global level — The indicators are to be measured at the country level in close collaboration
between partner countries and donors. Values of country level indicators can then be statistically aggregated at the
regional or global level. This global aggregation would be done both for the country panel mentioned below, for
purposes of statistical comparability, and more broadly for all partner countries for which relevant data are available.

Donor / Partner country performance — The indicators of progress also provide a benchmark against which
individual donor agencies or partner countries can measure their performance at the country, regional, or
global level. In measuring individual donor performance, the indicators should be applied with flexibility in the
recognition that donors have different institutional mandates.

Targets — The targets are set at the global level. Progress against these targets is to be measured by aggregating data
measured at the country level. In addition to global targets, partner countries and donors in a given country might agree
on country-level targets.

Baseline — A baseline will be established for 2005 in a panel of self-selected countries. The partnership of donors and
partner countries hosted by the DAC (Working Party on Aid Effectiveness) is asked to establish this panel.

Definitions and criteria — The partnership of donors and partner countries hosted by the DAC (Working Party on Aid
Effectiveness) is asked to provide specific guidance on definitions, scope of application, criteria and methodologies to
assure that results can be aggregated across countries and across time.

Note on Indicator 9 — Programme based approaches are defined in Volume 2 of Harmonising Donor Practices for
Effective Aid Delivery (OECD, 2005) in Box 3.1 as a way of engaging in development cooperation based on the principles
of co-ordinated support for a locally owned programme of development, such as a national development strategy, a
sector programme, a thematic programme or a programme of a specific organisation. Programme based approaches
share the following features: (a) leadership by the host country or organisation; (b) a single comprehensive programme
and budget framework; (c) a formalised process for donor co-ordination and harmonisation of donor procedures for
reporting, budgeting, financial management and procurement; (d) Efforts to increase the use of local systems for
programme design and implementation, financial management, monitoring and evaluation. For the purpose of
indicator 9 performance will be measured separately across the aid modalities that contribute to programme-based
approaches.
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APPENDIX B:
List of Participating Countries and Organisations

Participating Countries

Albania Australia Austria
Bangladesh Belgium Benin
Bolivia Botswana [Brazil]*
Burkina Faso Burundi Cambodia
Cameroon Canada China

Congo D.R. Czech Republic Denmark
Dominican Republic Egypt Ethiopia
European Commission Fiji Finland
France Gambia, The Germany
Ghana Greece Guatemala
Guinea Honduras Iceland
Indonesia Ireland Ttaly
Jamaica Japan Jordan
Kenya Korea Kuwait
Kyrgyz Republic Lao PDR Luxembourg
Madagascar Malawi Malaysia
Mali Mauritania Mexico
Mongolia Morocco Mozambique
Nepal Netherlands New Zealand
Nicaragua Niger Norway
Pakistan Papua New Guinea Philippines
Poland Portugal Romania
Russian Federation Rwanda Saudi Arabia
Senegal Serbia and Montenegro Slovak Republic
Solomon Islands South Africa Spain

Sri Lanka Sweden Switzerland
Tajikistan Tanzania Thailand
Timor-Leste Tunisia Turkey
Uganda United Kingdom United States of America
Vanuatu Vietnam Yemen
Zambia

* To be confirmed.

More countries than listed here have endorsed the Paris Declaration. For a full and up to date list please consult
www.oecd.org/dac/effectiveness/parisdeclaration/members.

Participating Organisations

African Development Bank Arab Bank for Economic Development in Africa
Asian Development Bank Commonwealth Secretariat
Consultative Group to Assist the Poorest (CGAP) Council of Europe Development Bank (CEB)
Economic Commission for Africa (ECA) Education for All Fast Track Initiative (EFA-FTI)
European Bank for Reconstruction and Development (EBRD) European Investment Bank (EIB)
Global Fund to Fight Aids, Tuberculosis and Malaria G24
Inter-American Development Bank International Fund for Agricultural Development (IFAD)
International Monetary Fund (IMF) International Organisation of the Francophonie
Islamic Development Bank Millennium Campaign
New Partnership for Africa’s Development (NEPAD) Nordic Development Fund
Organisation for Economic Co-operation and Development (OECD)  Organisation of Eastern Caribbean States (OECS)
OPEC Fund for International Development Pacific Islands Forum Secretariat
United Nations Development Group (UNDG) World Bank
Civil Society Organisations
Africa Humanitarian Action AFRODAD
Bill and Melinda Gates Foundations Canadian Council for International Cooperation (CCIC)
Comité Catholique contre la Faim et pour le Développement Coopération Internationale pour le Développement et la Solidarité
(CCFD) (CIDSE)
Comisién Econdémica (Nicaragua) ENDA Tiers Monde
EURODAD International Union for Conservation of Nature and Natural
Resources (IUCN)
Japan NGO Center for International Cooperation (JANIC) Reality of Aid Network
Tanzania Social and Economic Trust (TASOET) UK Aid Network
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152)the World Bank’s Aid Effectiveness Review (AER) based on five criteria: (i) a coherent long-
term vision, (ii) a medium—term strategy derived from it; (i) specific targets serving a holistic;
(iv) balanced and well-sequenced development strategy; and (v) capacity and resources for its
implementation
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153)the World Bank’s Country Policy and Institutional Assessment (CPIA) based on four criteria: (i) a
comprehensive and credible budget linked to policy priorities (i) effective financial management
systems for budget expenditure and budget revenues; (iii) timely and accurate fiscal reporting; (iv)
clear and balanced assignment of expenditures and revenues to each level of government.
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A 3 o2 2HYE A€ (2008)

ACCRA AGENDA FOR ACTION

Ministers of developing and donor countries responsible for promoting development and Head's
of multilateral and bilateral development institutions endorsed the following statement in Accra,
Ghana, on 4 September 2008 to accelerate and deepen implementation of the Paris Declaration
on Aid Effectiveness (2 March 2005).

This is a moment of opportunity
1. We are committed to eradicating poverty and promoting peace and prosperity by building stronger, mare
effective partnerships that enable developing countries to realise their development goals.

2. There has been progress. Fifteen years ago, two out of five people lived in extreme poverty; today, that figure
has been reduced to one in four. However, 1.4 billion people—most of them women and girls—still live in extreme
pover‘tv,1 and access to safe drinking water and health care remains a major issue in many parts of the world. In
addition, new global challenges—rising food and fuel prices and climate change—threaten the advances against
poverty many countries have made.

3. We need to achieve much more if all countries are to meet the Millennium Development Goals (MDGs). Aid is
only one part of the development picture. Demacracy, economic growth, social progress, and care for the environment
are the prime engines of development in all countries. Addressing inequalities of income and opportunity within
countries and between states is essential to global progress. Gender equality, respect for human rights, and
environmental sustainability are cornerstones for achieving enduring impact on the lives and potential of poor women,
men, and children. It is vital that all our policies address these issues in a more systematic and coherent way.

4, In 2008, three international conferences will help us accelerate the pace of change: the Accra High Level Forum
on Aid Effectiveness, the United Nations High Level Event on the MDGs in New York, and the Financing for
Development follow-up meeting in Doha. Today at Accra, we are leading the way, united in a common objective: to
unlock the full potential of aid in achieving lasting development results.

We are making progress, but not enough

5. Learning from our past successes and failures in development co-operation and building on the 2003 Rome
Declaration on Harmonisation, in March 2005 we adopted an ambitious set of reforms: the Paris Declaration on Aid
Effectiveness. In the Paris Declaration, we agreed to develop a genuine partnership, with developing countries clearly in
charge of their own development processes. We also agreed to hold each other accountable for achieving concrete
development results. Three and one-half years later, we are reconvening in Accra to review progress and address the
challenges that now face us.

6. Evidence shows we are making progress, but not enough. A recent evaluation shows that the Paris Declaration
has created powerful momentum to change the way developing countries and donaors work together on the ground.
According to the 2008 Monitoring Survey, a large number of developing countries have improved their management of
public funds. Donors, in turn, are increasingly improving their co-ordination at country level. Yet the pace of progress is
too slow. Without further reform and faster action we will not meet our 2010 commitments and targets for improving
the quality of aid.

We will take action to accelerate progress
7. Evidence shows that we will need to address three major challenges to accelerate progress on aid effectiveness:

8. Country ownership is key. Developing country governments will take stronger leadership of their own
development policies, and will engage with their parliaments and citizens in shaping those policies. Donors will support
them by respecting countries’ priorities, investing in their human resources and institutions, making greater use of their
systems to deliver aid, and increasing the predictability of aid flows.

9. Building more effective and inclusive partnerships. In recent years, more development actors—middle-income
countries, global funds, the private sector, civil society organisations—have been increasing their contributions and
bringing valuable experience to the table. This also creates management and co-ordination challenges. Together, all
development actors will work in more inclusive partnerships so that all our efforts have greater impact on reducing
poverty.

These figures are based on a recent World Bank study that found the poverty line to be $1.25 a day in 2005 prices.



10.  Achieving development results—and openly accounting for them—must be at the heart of all we do. More than
ever, citizens and taxpayers of all countries expect to see the tangible results of development efforts. We will
demonstrate that our actions translate into positive impacts on people’s lives. We will be accountable to each other
and to our respective parliaments and governing bodies for these outcomes.

11.  Without addressing these obstacles to faster progress, we will fall short of our commitments and miss
opportunities to improve the livelihoods of the most vulnerable people in the world. Therefore, we are reaffirming the
commitments we made in the Paris Declaration and, in this Accra Agenda for Action, are agreeing on concrete and
monitorable actions to accelerate progress to meet those commitments by 2010. We commit to continuing efforts in
monitoring and evaluation that will assess whether we have achieved the commitments we agreed in the Paris
Declaration and the Accra Agenda for Action, and to what extent aid effectiveness is improving and generating greater
development impact.

Strengthening Country Ownership over Development

12. Developing countries determine and implement their development policies to achieve their own economic,
social and environmental goals. We agreed in the Paris Declaration that this would be our first priority. Today, we are
taking additional steps to turn this resolution into a reality.

We will broaden country-level policy dialogue on development

13.  We will engage in open and inclusive dialogue on development policies. We acknowledge the critical role and
respansibility of parliaments in ensuring country ownership of development processes. To further this objective we will
take the following actions:

a) Developing country governments will work more closely with parliaments and local authorities in preparing,
implementing and monitoring national development policies and plans. They will also engage with civil society
organisations (CSOs).

b) Donors will support efforts to increase the capacity of all development actors—parliaments, central and local
governments, CSOs, research institutes, media and the private sector—to take an active role in dialogue on
development policy and on the role of aid in contributing to countries’ development objectives.

c) Developing countries and donors will ensure that their respective development policies and programmes are
designed and implemented in ways consistent with their agreed international commitments on gender equality,
human rights, disability and environmental sustainability.

Developing countries will strengthen their capacity to lead and manage development

14.  Without robust capacity—strong institutions, systems, and local expertise—developing countries cannot fully
own and manage their development processes. We agreed in the Paris Declaration that capacity development is the
responsibility of developing countries, with donors playing a supportive role, and that technical co-operation is one
means among others to develop capacity. Together, developing countries and donors will take the following actions to
strengthen capacity development:

a) Developing countries will systematically identify areas where there is a need to strengthen the capacity to
perform and deliver services at all levels—national, sub-national, sectoral, and thematic—and design strategies
to address them. Donors will strengthen their own capacity and skills to be more responsive to developing
countries’ needs.

b) Donors’ 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.

c) Developing countries and donors will work together at all levels to promote aperational changes that make
capacity development support more effective.

We will strengthen and use developing country systems to the maximum extent possible
15.  Successful development depends to a large extent on a government’s capacity to implement its policies and
manage public resources through its own institutions and systems. In the Paris Declaration, developing countries
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committed to strengthen their systems2 and donors committed to use those systems to the maximum extent possible.
Evidence shows, however, that developing countries and donars are not on track to meet these commitments. Progress
in improving the quality of country systems varies considerably among countries; and even when there are good-quality
country systems, donors often do not use them. Yet it is recognised that using country systems promotes their
development. To strengthen and increase the use of country systems, we will take the following actions:

a) Donors agree to use country systems as the first option for aid programmes in support of activities managed
by the public sector.

b) Should donors choose to use another option and rely on aid delivery mechanisms outside country systems
(including parallel project implementation units), they will transparently state the rationale for this and will
review their positions at regular intervals. Where use of country systems is not feasible, donors will establish
additional safeguards and measures in ways that strengthen rather than undermine country systems and
procedures.

c) Developing countries and donors will jointly assess the quality of country systems in a country-led process
using mutually agreed diagnostic tools. Where country systems require further strengthening, developing
countries will lead in defining reform programmes and priorities. Donors will support these reforms and provide
capacity development assistance.

d) Donors will immediately start working on and sharing transparent plans for undertaking their Paris
commitments on using country systems in all forms of development assistance; provide staff guidance on how
these systems can be used; and ensure that internal incentives encourage their use. They will finalise these plans
as a matter of urgency.

e) Donors recollect and reaffirm their Paris Declaration commitment to provide 66% of aid as programme-based
approaches. In addition, donors will aim to channel 50% or more of government-to-government assistance
through country fiduciary systems, including by increasing the percentage of assistance provided through
programme based approaches.

Building More Effective and Inclusive Partnerships for Development

16.  Aid is about building partnerships for development. Such partnerships are most effective when they fully
harness the energy, skills and experience of all development actors—bilateral and multilateral donors, global funds,
CS0s, and the private sector. To support developing countries’ efforts to build for the future, we resolve to create
partnerships that will include all these actors.

We will reduce costly fragmentation of aid

17.  The effectiveness of aid is reduced when there are too many duplicating initiatives, especially at country and
sector levels. We will reduce the fragmentation of aid by improving the complementarity of donors’ efforts and the
division of labour among donors, including through improved allocation of resources within sectors, within countries,
and across countries. To this end:

a) Developing countries will lead in determining the optimal roles of donors in supporting their development
efforts at national, regional and sectoral levels. Donors will respect developing countries’ priorities, ensuring that
new arrangements on the division of labour will not result in individual developing countries receiving less aid.

b) Donors and developing countries will work together with the Working Party on Aid Effectiveness to complete
good practice principles on country-led division of labour. To that end, they will elaborate plans to ensure the
maximum coordination of development co-operation. We will evaluate progress in implementation starting in
2009.

c) We will start dialogue on international division of labour across countries by June 2009.

d) We will work to address the issue of countries that receive insufficient aid.

2 These include, but are not limited to, systems for public financial management, procurement, audit, monitoring and

evaluation, and social and environmental assessment.



We will increase aid’s value for money

18.  Since the Paris Declaration was agreed in 2005, OECD-DAC donors have made progress in untying their aid. A
number of donors have already fully untied their aid, and we encourage others to do so. We will pursue, and
accelerate, these efforts by taking the following actions:

a) OECD-DAC donors will extend coverage of the 2001 DAC Recommendation on Untying Aid to non-LDC HIPCS®
and will improve their reporting on the 2001 DAC Recommendation.

b) Donors will elaborate individual plans to further untie their aid to the maximum extent.

c) Donors will promote the use of local and regional procurement by ensuring that their procurement
procedures are transparent and allow local and regional firms to compete. We will build on examples of good
practice to help improve local firms’ capacity to compete successfully for aid-funded procurement.

d) We will respect our international agreements on corporate social responsibility.

We welcome and will work with all development actors

19.  The contributions of all development actors are more effective when developing countries are in a position to
manage and co-ordinate them. We welcome the role of new contributors and will improve the way all development
actors work together by taking the following actions:

a) We encourage all development actors, including those engaged in South-South co-operation, to use the Paris
Declaration principles as a point of reference in providing development co-operation.

b) We acknowledge the contributions made by all development actors, and in particular the role of middle-
income countries as both providers and recipients of aid. We recognise the importance and particularities of
South-South cooperation and acknowledge that we can learn from the experience of developing countries. We
encourage further development of triangular co-operation.

c) Global funds and programmes make an important contribution to development. The programmes they fund
are most effective in conjunction with complementary efforts to improve the policy environment and to
strengthen the institutions in the sectors in which they operate. We call upon all global funds to support country
ownership, to align and harmonise their assistance proactively, and to make good use of mutual accountability
frameworks, while continuing their emphasis on achieving results. As new global challenges emerge, donors will
ensure that existing channels for aid delivery are used and, if necessary, strengthened before creating separate
new channels that risk further fragmentation and complicate co-ordination at country level. We encourage
developing countries to mobhilise, manage and evaluate their international cooperation initiatives for the benefit
of other developing countries.

d) South-South co-operation on development aims to observe the principle of non-interference in internal
affairs, equality among developing partners and respect for their independence, national sovereignty, cultural
diversity and identity and local content. It plays an important role in international development co-operation
and is a valuable complement to North-South co-operation.

We will deepen our engagement with civil society organisations

20.  We will deepen our engagement with CS0s as independent development actors in their own right whose efforts
complement those of governments and the private sector. We share an interest in ensuring that CSO contributions to
development reach their full potential. To this end:

a) We invite CS0s to reflect on how they can apply the Paris principles of aid effectiveness from a CSO
perspective.

b) We welcome the CSOs’ proposal to engage with them in a CSO-led multistakeholder process to promote CSO
development effectiveness. As part of that process, we will seek to i) improve co-ordination of CSO efforts with
government programmes, ii) enhance CSO accountability for results, and iii) improve information on CSO
activities.

c) We will work with CSOs to provide an enabling environment that maximises their contributions to
development.

: The 2001 DAC recommendation on Untying ODA to the Least Developed Countries (LDCs) covers 31 so-called Heavily

Indebted Poor Countries (HIPCs). The OECD Development Assistance Committee (DAC) at its 2008 High Level Meeting agreed to
extend the 2001 Recommendation to cover the remaining eight countries that are part of the HIPC initiative: Bolivia, Cameroon, Cote
d'lvoire, Ghana, Guyana, Honduras, Nicaragua and Republic of Congo.
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We will adapt aid policies for countries in fragile situations

21. In the Paris Declaration, we agreed that aid effectiveness principles apply equally to development co-operation
in situations of fragility, including countries emerging from conflict, but that these principles need to be adapted to
environments of weak ownership or capacity. Since then, Principles for Good International Engagement in Fragile States
and Situations have been agreed. To further improve aid effectiveness in these environments, we will take the following
actions:

a) Donors will conduct joint assessments of governance and capacity and examine the causes of conflict, fragility
and insecurity, engaging developing country authorities and other relevant stakeholders to the maximum extent
possible.

b) At country level, donors and developing countries will work and agree on a set of realistic peace- and state-
building objectives that address the root causes of conflict and fragility and help ensure the protection and
participation of women. This process will be informed by international dialogue between partners and donors on
these objectives as prerequisites for development.

c) Donors will provide demand-driven, tailored and co-ordinated capacity-development support for core state
functions and for early and sustained recovery. They will work with developing countries to design interim
measures that are appropriately sequenced and that lead to sustainable local institutions.

d) Donors will work on flexible, rapid and long-term funding modalities, on a pooled basis where appropriate, to
i) bridge humanitarian, recovery and longer-term development phases, and ii) support stabilisation, inclusive
peace building, and the building of capable, accountable and responsive states. In collaboration with developing
countries, donors will foster partnerships with the UN System, international financial institutions and other
donors.

e) At country level and on a voluntary basis, donars and developing countries will monitor implementation of the
Principles for Good International Engagement in Fragile States and Situations, and will share results as part of
progress reports on implementing the Paris Declaration.

Delivering and Accounting for Development Results

22.  We will be judged by the impacts that our collective efforts have an the lives of poor people. We recognise that
greater transparency and accountability for the use of development resources—domestic as well as external—are
powerful drivers of progress.

We will focus on delivering results
23.  We will improve our management for results by taking the following actions:

a) Developing countries will strengthen the quality of policy design, implementation and assessment by
improving information systems, including, as appropriate, disaggregating data by sex, region and socioeconomic
status.

b) Developing countries and donors will work to develop cost-effective results management instruments to
assess the impact of development policies and adjust them as necessary. We will better co-ordinate and link the
various sources of information, including national statistical systems, budgeting, planning, monitoring and
country-led evaluations of policy performance.

c) Donors will align their monitoring with country information systems. They will support, and invest in
strengthening, developing countries’ national statistical capacity and information systems, including those for
managing aid.

d) We will strengthen incentives to improve aid effectiveness. We will systematically review and address legal or
administrative impediments to implementing international commitments on aid effectiveness. Donors will pay
more attention to delegating sufficient authority to country offices and to changing organisational and staff
incentives to promote behaviour in line with aid effectiveness principles.

We will be more accountable and transparent to our publics for results

24.  Transparency and accountability are essential elements for development results. They lie at the heart of the
Paris Declaration, in which we agreed that countries and donors would become more accountable to each other and to
their citizens. We will pursue these efforts by taking the following actions:

a) We will make aid more transparent. Developing countries will facilitate parliamentary oversight by
implementing greater transparency in public financial management, including public disclosure of revenues,



budgets, expenditures, procurement and audits. Donors will publicly disclose regular, detailed and timely
information on volume, allocation and, when available, results of development expenditure to enable more
accurate budget, accounting and audit by developing countries.

b) We will step up our efforts to ensure that—as agreed in the Paris Declaration—mutual assessment reviews
are in place by 2010 in all countries that have endorsed the Declaration. These reviews will be based on country
results reporting and information systems complemented with available donor data and credible independent
evidence. They will draw on emerging good practice with stronger parliamentary scrutiny and citizen
engagement. With them we will hold each other accountable for mutually agreed results in keeping with country
development and aid policies.

c) To complement mutual assessment reviews at country level and drive better performance, developing
countries and donors will jointly review and strengthen existing international accountability mechanisms,
including peer review with participation of developing countries. We will review proposals for strengthening the
mechanisms by end 2009.

d) Effective and efficient use of development financing requires both donors and partner countries to do their
utmost to fight corruption. Donors and developing countries will respect the principles to which they have
agreed, including those under the UN Convention against Corruption. Developing countries will address
corruption by improving systems of investigation, legal redress, accountability and transparency in the use of
public funds. Donors will take steps in their own countries to combat corruption by individuals or corporations
and to track, freeze, and recover illegally acquired assets.

We will continue to change the nature of conditionality to support ownership

25.  To strengthen country ownership and improve the predictability of aid flows, donors agreed in the Paris
Declaration that, whenever possible, they would draw their conditions from developing countries’ own development
policies. We reaffirm our commitment to this principle and will continue to change the nature of conditionality by
taking the following actions:

a) Danors will work with developing countries to agree on a limited set of mutually agreed conditions based on
national development strategies. We will jointly assess donor and developing country performance in meeting
commitments.

b) Beginning now, donors and developing countries will regularly make public all conditions linked to
dishursements.

c) Developing countries and donors will work together at the international level to review, document and
disseminate good practices on conditionality with a view to reinforcing country ownership and other Paris
Declaration Principles by increasing emphasis on harmonised, results-based conditionality. They will be receptive
to contributions from civil society.

We will increase the medium-term predictability of aid

26.  In the Paris Declaration, we agreed that greater predictability in the provision of aid flows is needed to enable
developing countries to effectively plan and manage their development programmes over the short and medium term.
As a matter of priority, we will take the following actions to improve the predictability of aid:

a) Developing countries will strengthen budget planning processes for managing domestic and external
resources and will improve the linkages between expenditures and results over the medium term.

b) Beginning now, donors will provide full and timely information on annual commitments and actual
disbursements so that developing countries are in a position to accurately record all aid flows in their budget
estimates and their accounting systems.

¢) Beginning now, donors will provide developing countries with regular and timely information on their rolling
three- to five-year forward expenditure and/or implementation plans, with at least indicative resource
allocations that developing countries can integrate in their medium-term planning and macroeconomic
frameworks. Donors will address any constraints to providing such information.

d) Developing countries and donors will work together at the international level on ways of further improving
the medium-term predictability of aid, including by developing tools to measure it.
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Looking Forward

27.  The reforms we agree on today in Accra will require continued high level political support, peer pressure, and co-
ordinated action at global, regional, and country levels. To achieve these reforms, we renew our commitment to the
principles and targets established in the Paris Declaration, and will continue to assess progress in implementing them.

28.  The commitments we agree today will need to be adapted to different country circumstances—including in
middle-income countries, small states and countries in situations of fragility. To this end, we encourage developing
countries to design—with active support from donors—country-based action plans that set out time-bound and
monitorable proposals to implement the Paris Declaration and the Accra Agenda for Action.

29. We agree that, by 2010, each of us should meet the commitments we made on aid effectiveness in Paris and
today in Accra, and to reach beyond these commitments where we can. We agree to reflect and draw upon the many
valuable ideas and initiatives that have been presented at this High Level Forum. We agree that challenges such as
climate change and rising food and fuel prices underline the importance of applying aid effectiveness principles. In
response to the food crisis, we will develop and implement the global partnership on agriculture and food swiftly,
efficiently and flexibly.

30. We ask the Working Party on Aid Effectiveness to continue monitoring progress on implementing the Paris
Declaration and the Accra Agenda for Action and to report back to the Fourth High Level Forum on Aid Effectiveness in
2011. We recognise that additional work will be required to improve the methodology and indicators of progress of aid
effectiveness. In 2011, we will undertake the third round of monitoring that will tell us whether we have achieved the
targets for 2010 agreed in Paris in 2005.° To carry forward this work, we will need to develop institutionalised processes
for the joint and equal partnership of developing countries and the engagement of stakeholders.

31.  We recognise that aid effectiveness is an integral part of the broader financing for development agenda. To
achieve development outcomes and the MDGs we need to meet our commitments on both aid quality and aid volumes.
We ask the Secretary General of the United Nations to transmit the conclusions of the Third High Level Forum on Aid
Effectiveness to the High Level Event on the MDGs in New York later this month and the Financing for Development
Review meeting in Doha in November 2008. We welcome the contribution that the ECOSOC Development Co-operation
Forum is making to the international dialogue and to mutual accountability on aid issues. We call upon the UN
development system to further support the capacities of developing countries for effective management of
development assistance.

32.  Today, more than ever, we resolve to work together to help countries across the world build the successful
future all of us want to see—a future based on a shared commitment to overcome poverty, a future in which no
countries will depend on aid.

: We will have that information available for the Fourth High Level Forum on Aid Effectiveness in 2011, along with

comprehensive second phase evaluations of the implementation of the Paris Declaration and the Accra Agenda for Action as of 2010.
Attention will also be paid to improving and developing communications on aid effectiveness for long-term development success and
broad-based public support.
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A. PFM-OUT-TURNS: Credibility of the budget

PI-1 Aggregate expenditure out-turn compared to original approved budget
PI-2 Composition of expenditure out-turn compared to original approved budget
PI-3 Aggregate revenue out-turn compared to original approved budget
PI-4 Stock and monitoring of expenditure payment arrears
B. KEY CROSS-CUTTING ISSUES: Comprehensiveness and Transparency
PI-5 Classification of the budget
PI-6 Comprehensiveness of information included in budget documentation
PI-7 Extent of unreported government operations
PI-8 Transparency of inter-governmental fiscal relations
PI-9 Oversight of aggregate fiscal risk from other public sector entities.
PI-10 Public access to key fiscal information
C. BUDGET CYCLE
C(i) Policy-Based Budgeting
PI-11 Orderliness and participation in the annual budget process
PI-12 Multi-year perspective in fiscal planning. expenditure policy and budgeting
C(ii) Predictability and Control in Budget Execution
PI-13 Transparency of taxpayer obligations and liabilities
PI-14 Effectiveness of measures for taxpayer registration and tax assessment
PI-15 Effectiveness in collection of tax payments
PI-16 Predictability in the availability of funds for commitment of expenditures
PI-17 Recording and management of cash balances, debt and guarantees
PI-18 Effectiveness of payroll controls
PI-19 Competition, value for money and controls in procurement

PI-20 Effectiveness of internal controls for non-salary expenditure

PI-21 Effectiveness of internal audit
C(iii) Accounting, Recording and Reporting

PI-22 Timeliness and regularity of accounts reconciliation

PI-23 Availability of information on resources received by service delivery units
PI-24 Quality and timeliness of in-year budget reports

PI-25 Quality and timeliness of annual financial statements

C(iv) External Scrutiny and Audit

PI-26 Scope, nature and follow-up of external audit

P1-27 Legislative scrutiny of the annual budget law

P1-28 Legislative scrutiny of external audit reports

D. DONOR PRACTICES

D-1 Predictability of Direct Budget Support
D-2 Financial information provided by donors for budgeting and reporting on project and program aid
D-3 Proportion of aid that is managed by use of national procedures

ZX: PEFA Secretariat (2005), Public Financial management Performance Measurement Framework, p9
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i)
i)

trolat FolA k2 Qolm Foigth ub ik, ofeff Wrte] ME FA= PEFA fAMOlE
(http://www.pefa, org)oll Al A 7Fsd}ct,

Country / year Year
refers to the timing of

Donor

Region the main mission during | Agenciesinvolved(lead Most recent report issued
which most interviews agency +others)
were conducted.
Evaluation des Finances
. EC, WB, France, SECO, Publiques Selon La
Benin, 2007 AfDB, Netherlands Méthodologie PEFA, Final, Sep
2007
Mesure de la Performance de la
Burkina Faso, 2006 EC, WB, CGAB members | 2oStion des Finances Publique
’ ’ ’ Selon La Méthodologie PEFA,
Final, Apr 2007
Mesure de la Performance de la
Central African Republic, Gestion des Finances Publique
2007 WB, France, EC Selon La Méthodologie PEFA,
Final, Jun 2008
Comoros, 2007 EC Etude PEFA, Final, Jan 2008
s Mesure de la Performance
ub- Congo Brazzaville, 2006 |EC, WB de la Gestion des Finances
Saharan : .
Africa Publiques, Final, Mar 2006

Cote d’lvoire, 2007

WB, IMF, AfDB, EC

Rapport PEFA, Final, Nov 2008

Ethiopia, 2007

EC, CIDA, DFID, WB, IMF

Federal PFM—PR, Final, Oct
2007

Ethiopia —Regional govt.,
2007

EC, CIDA, DFID, WB, IMF

Regional PFM-PR, Final, Oct
2007

Gabon, 2005 WB, AfDB, IMF PEMFAR, Final, Sep 2006
WB, DFID, Denmark,
Ghana. 2006 IMF,CIDA, France, PFM—PR anq Performance
’ Netherlands, GTZ, SECO, Indicators, Final, Jun 2006
EC
Mesure de la Performance de la
Guinea, 2006 France, EC, IMF, WB Gestion des Finances Publiques

Selon la Méthodologie PEFA,
Final, Jul 2007

154) Status on Applications of PEFA Performance Measurement Framework, updated by the PEFA
Secretariat as at February 27, 2009



Kenya, 2006

DFID, Sida, WB, EC,
IMF,GTZ

PFM-PR and Performance
Indicators PEFA Evaluation,
Final, Jul 2006

Lesotho, 2006

WB

PEMFAR, Final, Jun 2007

Madagascar, 2006

EC, France, WB, AfDB

Mesure de la Performance de la
Gestion des Finances Publiques
Selon la Méthodologie PEFA,
Final, May 2006

Madagascar, 2008

WB, EC, AfDB, France,
Germany

Mesure de la Performance de la
Gestion des Finances Publiques
Selon La Méthodologie PEFA,
Final, May 2008

PFM Assessment based on the

Malawi, 2005 EC, DFlD’. GIZ, PEFA Framework, Final, Jul
NORAD, Sida
2005
Malawi, 2006 EC, DFID. G1Z, BEEA Framanote. Fit Ay
: NORAD,Sida, WB, IMF 5005 » rinal, Aug
EC, DFID, AfDB, PFM Assessment based on the
Malawi, 2008 GTZ,Norway, Sida, WB, PEFA Framework, Final, Jun
IMF, UNDP, Ireland 2008
WB, Sida, EC, _ )
Mali, 2006 France Netherlands, CIDA, | FEMPAR (Vol. I-PFMPR), Final,

IMF

Dec 2008

Mauritania, 2007

EC, WB and other donors

PFM-PR, Final, Mar 2008

Mauritius, 2006

EC

PFM-PR, Final, Jun 2007

Mozambique, 2005

EC with 16 other donors

Current status of PFM systems
and processes, overview of
reforms and perspectives for
2006, Final, Mar 2006

Mozambique, 2007

Norway with 19 other donors

Avaliacado da Gestdo de
Finangas Publicas em
Mogambique 2006: Aplicagdo
de Metologia PEFA — Despesa
Publica e Responsabilidade
Financeira, Final, Feb 2008

Nigeria — Anambra State,
2007

EC, WB

PFM Performance
Measurement, Final, Jun 2008

Rwanda, 2007

WB, EC, DFID

PFM-PR, Final, Jun 2008

Sao Tome and Principe,
2006

WB, France, IMF

Country Integrated Fiduciary
Assessment, Final, Jun 2007

Senegal, 2007

WB, EC, France

Evaluation des Finances
Publiques Selon La
Méthodologie PEFA, Final, Dec
2007

Sierra Leone, 2007

DFID, WB, EC, ADB

PFM-PR, Final, Dec 2007

South Africa, 2008

EC

PFM-PR, Final, Sep 2008

Swaziland, 2006

EC

PFM-PR, Final, Jan 2007

Tanzania, 2005

WB, IMF, EC, DFID,NORAD,

SECO, GTZ, AfDB, CIDA

PEFAR, Final, Jun 2006
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Tanzania, 2005

WB, and many other donors

PEFA central government FY05
assessment update, Final, May
2006

Tanzania — Local gowt.,
2006

WB, and many other donors

PEFAR Local Government
Fiduciary Assessment, Final,
May 2006

Uganda, 2005

EC, WB, DFID,

NORAD, Ireland and Sida,
GTZ/KfW, AfDB, JICA,
Belgium, Netherlands

PFM-PR and Update of CIFA
Action Plan, Final, May 2006

Uganda, 2007

Self-assessment

PEFA "LITE" Public Expenditure
and Financial Accountability,
Final, Mar 2008

Zambia, 2005

DFID, Sida, WB,
EC,Netherlands,
Ireland,Denmark,
Finland,GTZ, NORAD,
UNDP

PFM-PR and Performance
Indicators, Final, Dec 2005

Fiji Islands, 2005

WB, AusAID

PFM Performance Report &
Performance Indicators, Final,
Jun 2005

Indonesia, 2007

WB, EC, Netherlands

PFM-PR and Performance
Indicators, Final, Oct 2007

Lao PDR, 2006

EC

Diagnostic PFM Study and

a Contribution to Public
Expenditure Review, Final, May
2006

East Asia& "
, Papua New Guinea, PFM-PR and Performance
the Paclfic 2005 WB, AsDB, AusAID Indicators, Final, Sep 2005
Samoa, 2006 EC PFM-PR, Final, Oct 2006
Solomon Islands, 2008 | EC, AusAid, NZAid, RAMSI | PFM-PR, Final, Nov 2008
) EC, other donors _ .
Timor Leste, 2007 supportingthe PFMCBP PFM-PR, Final, Feb 2007
Tonga, 2007 AusAid PFM-PR, Final, Sep 2007
Tuvalu, 2006 AsDB PFM-PR, Final, Apr 2007
EC, France, AusAID, B .
Vanuatu, 2005 NZAId. WB PFM-PR, Final, Jul 2006
, PEFA PFM Assessment, Final,
Albania, 2006 WB Jul 2006
Armenia, 2007 WB, AsDB PFM-PR, Final, Oct 2008
Azerbaijan, 2007 WB, SECO PFM-PR, Final, Jan 2008
Kosovo, 2006 WB, DFID, IMF, USAID, EC zggf Assessment, Final, Mar
Europe & - -
Central Asia| Kyrgyz Republic, 2005 DFID, SECO, WB, Sida PEFA PFM Assessment, Final,

withIMF, EC

Jan 2006

FYR Macedonia, 2007

WB, SIGMA, EC (DG
InternalMarket)

Country Fiduciary Assessment,
(with a limited subset of PEFA
indicators), Final, Aug 2007

Moldova, 2005

EC, Sida, UNDP, WB,
IMF,DFID

PFM-PR, Final, Apr 2006




Serbia, 2006

WB, DFID, IMF,
NORAD,EAR

PFM Assessment, Final, Feb
2007

Tajikistan, 2006

WB, SECO, DFID, IMF

Programmatic Public
Expenditure Review (and) PEFA
Assessment, Final, Jun 2007

Ukraine, 2006 wB PFM-PR, Final, Mar 2007
Dominican Rep., 2007 |EC, WB PFM-PR, Final, May 2007
Grenada, 2006 EC PFM Assessment, Final, Sep
2006
Haiti, 2006 WB, IADB, EC, IMF PEMFAR, Final, Jan 2008
Jamaica, 2007 EC. WB, DFID PEFA Assessment, Final, May
2007
Latin Integrated Fiduciary
America Paraguay, 2007 WB, 1ADB, EC Assessment, Final, Apr 2008
& the Report on Public Expenditure
Caribbean | Peru, 2008 EC, WB, IADB and Financial Accountability
(PEFA), Final, Dec 2008
. PFM Assessment, Final, Oct
St. Lucia, 2006 EC 2006
St. Vincentand .
Grenadines, 2006 EC PFM-PR, Final, Sep 2006
Trinidad and Tobago, EC Review of the PFM System,
2006 Final, Jun 2006
Jordan, 2007 EC PFM-PR, Final, Apr 2007
. PFM (TA report), Final, Mar
Middle East | Y& 2006 IMF, WB 2006
& North West Bank and Gaza, )
Africa 2005 wB PER, Final, Mar 2007
Yemen, 2007 WB PEFA Assessment, Final, Jun
2008
Managing Public Finances for
. Development, Vol. Il: Improving
Afghanistan, 2005 WB, IMF, DFID, EC, AsDB PEM and Procurement, Final.
Dec 2005
. PFM Performance Assessment,
Afghanistan, 2007 WB, DFID, AsDB, EC Final, Jun 2008
WB Country Assistance
Strategy, Final, April 2006
South Asia (based on Review of

Bangladesh, 2005

WB, DFID, JICA, AsDB

Institutional Arrangements for
Public Expenditure Financial
Management & Procurement,
Draft, Jul 2005)

Nepal, 2006

WB, DFID

PEFA PFM Performance

Measurement Framework, Final,

Feb 2008

Pakistan — Balochistan

Province, 2007

WB, DFID, AsDB, EC

PFM and Accountability
Assessment, Final, May 2007
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Pakistan — NWFP
Province, 2007

WB, DFID, AsDB, EC

Public Financial Management
and Accountability Assessment,
Final, May 2007

Pakistan — Punjab
Province, 2007

WB, DFID, AsDB, EC

Public Financial Management
and Accountability Assessment,
Final, May 2007

Other

Norway, 2007

NORAD

PFM-PR, Final, Jun 2008
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Assessment Guidelines

A comprehensive and credible

Effective financial
management systems to

Timely and accurate
accounting and fiscal
reporting, including timely and

CPIA budget linked to policy ensure that the budget is : :
o : . . audited public accounts and
priorities implemented as intended in a .
) effective
controlled and predictable way
arrangements for follow up.
If there is a budget, it is not
a meaningful instrument, nor
an indicator of policies or ) . I
) ) Expenditures across broad There is no reconciliation of
tool for allocation of public i } )
budget categories have little | cash accounts with fiscal
resources. ) )
or no relationship to the records.
There is no forward look amounts budgeted. .
} No regular, in—year fiscal
in the budget, nor any ) .
) ) ) There is practically no reports are produced.
1 meaningful consultation with o ) )
. . monitoring and reporting of Public accounts are seldom
spending ministries. ) )
i public expenditures. prepared, or are more than
No consistent budget
. . ) five years out of date.
classification system is used. | Payment arrears exceed
10% of total expenditures, or | The use of public resources
More than 50 percent of ) ) )
i cannot be determined. is not on the public agenda.
public resources from all
sources do not flow through
the budget.
There is no discernible link
with government policies or Reconciliation of banking and
priorities, and no forward look Actual expenditures often fiscal records is undertaken
in the budget. deviate significantly from the less frequently than monthly,
amounts budgeted (e.g., by and discrepancies are often left
The budget is formulated more than 30 percent overall | unexplained.
without meaningful or on many broad budget novear fiscal t el
consultation with spending categories). n-year nscal reports are largely
ministries. useless, due to lengthy delays
2

No consistent budget
classification system is in use.

Significant fiscal operations

There is no adequate system
of budget reporting and

or inaccurate data.
There are significant delays
(more than three years) in

155)Z&X: OECD/DAC Paris Declaration Survey 2008 website
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(e.g., extra—budgetary
expenditures and donor funded
projects of 25-50 percent of
total spending by value) are
excluded from the budget.

monitoring.

Payments arrears exceed 10%
of total expenditures.

the preparation of the public
accounts.

The accounts are not
(professionally) audited or
submitted to the legislature in a
timely way, and no actions are
taken on budget reports and
audit findings.

Policies or priorities are
explicit, but are not linked to
the budget.

There is no forward look in
the budget.

The budget is formulated in
consultation with spending
ministries.

The budget classification
system does not provide an
adequate picture of general
government activities.

A significant amount of funds
controlled by the executive

is outside the budget (e.g.,
10-25%), and a number of
donor activities bypass the
budget.

Expenditures deviate from
the amounts budgeted by
more than 20 percent overall,
or on many broad budget
categories.

Budget monitoring and
control systems are
inadequate.

Payment arrears are 5-10%
of total expenditures.

Reconciliation of banking and
fiscal records is undertaken
less frequently than monthly,
or discrepancies are not
always accounted for.
In—year budget reports are
prepared quarterly less than
8 weeks after the end of the
period, but their usefulness
is undermined somewhat by
inaccurate data or reporting
only at high levels of
aggregation.

There are significant delays
(e.g., more than 10 months)
in the preparation of public
accounts.

Accounts are not audited in
a timely and adequate way,
and few if any actions are
taken on budget reports and
audit findings.

Policies and priorities are
broadly reflected in the
budget. Some elements of
forward budget planning

are in place. The budget is
formulated in consultation
with spending ministries,
from a sufficiently early stage
in the budget preparation
process.

Actual expenditures deviate
from the amounts budgeted
by more than 10 percent
on many broad budget
categories.

Budget monitoring and
control systems exist, but

Reconciliation of banking and
fiscal records is undertaken
satisfactorily, on a monthly
basis.

In—year budget reports are
prepared quarterly less than
6 weeks after the end of
the period, with reasonably
accurate data, broken




The budget classification
system is comprehensive, but
different from international
standards.

Less than 10% of funds
controlled by the executive
are outside the budget.

there are some deficiencies.
Payment arrears may exist
but are less than 5% of total
expenditures.

down to at least program or
functional level.

There are delays (e.g., more
than 6 months) in preparation
of the public accounts.

The accounts are audited

in a timely and professional
manner, but few meaningful
actions are taken on budget
reports or audit findings.

Policies and priorities are
linked to the budget.

Multi-year expenditure
projections are integrated
into the budget formulation
process, and reflect explicit
costing of the implications of
new policy initiatives.

The budget is formulated
through systematic
consultations with spending
ministries and the legislature,
adhering to a fixed budget
calendar.

The budget classification
system is comprehensive and
consistent with international
standards.

Off-budget expenditures are
minimal, and transparent.

The budget is implemented
as planned, and actual
expenditures deviate only
slightly from planned levels
(by less than 10 percent on
most broad categories).

Budget monitoring occurs
throughout the year based on
well functioning management
information systems.

Payment arrears are
negligible or non—existent.

Reconciliation of banking and
fiscal records is practiced
comprehensively, properly,
and in a timely way (daily or
weekly).

In—year fiscal reports are
prepared at least quarterly,
issued within 4 weeks of
end of period, and provide
accurate data on all budget
items, with coverage of
expenditures at both the
commitment and payment
stages.

The public accounts are
prepared within 6 months of
the end of the fiscal year,
and include full information
on revenue, expenditure,
and financial assets and
liabilities.

Accounts are audited in a
timely, professional and
comprehensive manner, and
appropriate action is taken
on budget reports and audit
findings.
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Criteria for “5” on all three
sub-ratings are fully met. In
addition:

Budget supporting
documents are submitted
to the legislature, with

the annual budget,

with information on
macroeconomic
assumptions, estimates of
budgetary impact of major
revenue and expenditure
policy changes, and
comparisons to previous

budget out turns or estimated

out turns.

Funds available to spending
agencies or ministries are
highly predictable within the
budget year.

In—year adjustments are
infrequent, follow pre—
specified guidelines, and
are consistent with stated
priorities.

The public has timely and
inexpensive access to annual
budget documentation, in—
year and year—end reports,
and external audit reports.
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BLIs)

Indicators: CPIs)'*®

1] —‘7._*——1\—/ o] 3 A] & (Compliance and Performance

Baseline Indicator/
Sub indicator (BLIs)

Compliance/
Performance Indicator (CPIs)

Suggested Source of Information

Pillar | = Legislative and Regulatory Framework

1) The public procurement
legislative and regulatory
framework.

1a) Scope of application and
coverage of the regulatory
framework and public access
to legislation

1b) Procurement methods.

Percentage of procurement subject
to the legislative framework being
assessed (in volume and in number
of contracts) carried out

Aggregate statistics on
procurement.

1c) Advertising rules and time
limits.

(a) Percentage of invitations for
open tenders publicly
advertised.

(b) Average number of days
between tender advertisement
and tender opening

Sample of procurement cases.

1d) Rules on participation and
qualitative selection

Percentage of open tender
documents that include provisions
limiting participating for reasons
other than qualifications or
acceptable exclusions.

Sample of procurement cases.

Surveys with trade and professional
associations.

1e) Tender documentation and
technical specifications.

Percentage of tenders rejected in
each process.

Sample of procurement cases

1f) Tender evaluation and award
criteria

(a) Percentage of tenders
including non quantifiable or
subjective evaluation

(b) Public perception of
confidentiality of tender
evaluation process.

Sample of procurement cases

1g) Submission, receipt and
opening of tenders

Percentage of tenders opened
publicly and recorded.

Sample of procurement cases

1h) Complaints system structure
and sequence

Percentage of cases resolved within
the terms established in the legal
framework.

Statistics on complaint resolution.

156) OECD/DAC (2008), Methodology for Assessment of National Procurement Systems, pp47-63S H}
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2) Implementing Regulations and
Documentation

2a) Implementing regulation that
provides defined processes
and procedures.

N/A

2b) Model tender documents for
goods, works, and services.

Percentage of tenders that use
model tender documents or
clauses.

Sample of procurement cases

2¢) Procedures for pre—

a) Percentage of cases where
pre—qualification was used
appropriately as prescribed in
the legal framework.

qualification.

b) Percentage of cases that
used objective pass/fail pre—
qualification criteria as opposed
to subjective qualitative ones.

Sample of procurement cases
subject to pre—qualification.

2d) Procedures for contracting
for services or other

requirements in which technical N/A
capacity is a key criterion.
2 : i
d) User's guide or manual for N/A

contracting entities.

2f) Existence and coverage of
General Conditions of
Contracts (GCC) for public
sector contracts.

Percentage of tenders that use
the GCC, standard clauses or
templates as applicable.

Sample of procurement cases

Pillar Il. Institutional Framework and Management Capacity

3) Integration and mainstreaming
of the public procurement
system into the public sector
governance system.

3a) Procurement planning and
data on costing are part of the
budget formulation and multi-
year planning

3b) Budget law and financial
procedures support timely
procurement, contract
execution, and payment.

Percentage of payments made late
(e.g. exceeding the contractually
specified payment schedule).

Sample of procurement cases

3c) Procurement actions
not initiated without budget
appropriations.

3f) Systematic completion
reports are prepared for
certification of budget execution
and for reconciliation of delivery
with budget programming.

(a) Percentage of major
contracts without completion
reports.

Sample of procurement cases.

(b) Average time after contract
completion for completion
reports to be prepared.

National budget office
information.

4) Normative and regulatory

functions.




4a) Normative/regulatory
functions are established and
assigned (to one or several
agencies) in the legislative and
regulatory framework.

4b) The responsibilities include
at least those required in this
sub indicator (see description
of the indicators and sub —
indicators)

4¢) Adequacy of organization,
funding, staffing, and level of
independence and authority
(formal power) to exercise the
duties under (b).

Percentage of those surveyed
that perceive procurement as
being performed competently and
independently.

Survey or interviews with participants
in the procurement processes

4d) Separation and clarity of
responsibilities to avoid conflict
of interest in the execution of
procurement transactions.

Percentage of those surveyed that
perceive the regulatory function to
be free of conflict.

Survey or interviews with participants
in the procurement processes

Pillar 11l Procurement Operations and Market Practices

5) Institutional development
capacity.

5a) System for collecting and
disseminating procurement
information and accessibility.

5b) Systems and procedures
for collecting and monitoring
national procurement statistics.

Age of information

Review of posted information to
determine whether it is current and
accurate.

5¢) Training capacity for
procurement.

(a) Number of staff involved
in procurement in the central
government that receives
formal training in the year.

(b) Average waiting time to get in
a formal training event.

Review of annual training statistics

5d) Quality control standards and
staff performance evaluation
for capacity development

6) Efficiency of procurement
operations and practices.

Average number of days for
procurement cycle from tender
advertisement to contract award

Sample of procurement cases

6a) Adequacy of procurement
competence among
government officials.

6b) Procurement training and
information programs

6¢) Norms for the safekeeping of
records and documents related
to transactions and contract
management.

Percentage of contracts found with
incomplete records being retained.

Sample of procurement cases
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6d) Provisions for delegation of
authority.

7) Functionality of the public
procurement market

7a) Effective mechanisms for
partnerships between the public
and private sector

Opinion on effectiveness of
mechanisms to engage with
relevant organizations or agencies.

Survey or interviews with participants
in the procurement processes

7b) Private sector institutions
are well organized and able to
access the market.

Average number of tenders
submitted in each process

Sample of procurement cases

7¢) Systemic constraints
inhibiting the private sector’
s capacity to access the
procurement market

7d) Clarity and transparency of
rules for determining whether to
engage international or national
markets.

8) Existence of contract
administration and dispute
resolution provisions.

8a) Procedures are clearly
defined for undertaking contract
administration responsibilities

Percentage of contracts containing
such provisions

Evidence in contracts surveyed that
contract administration is timely

Sample of procurement cases

8b) Contracts include adequate
dispute resolution procedures.

Percentage of contracts that include
ADR provisions.

Sample of procurement cases

8c) Procedures exist to enforce
the outcome of the dispute
resolution process.

Pillar IV. Integrity and Transparency of the Public Procurement System

9) Effectiveness of control and
audit systems

9a) Legal framework,
organization, policy, and
procedures for internal and
external control and audit of
public procurement

9b) Enforcement and
follow—up on findings and
recommendations

Number of recommendations
pending after one year.

Review of Audit Reports and status
of recommended actions.

9c) The intemal control system
provides timely information
on compliance to enable
management action

Number of qualified opinions

from external auditors due to
critical internal control weaknesses
and recommendations referring

to internal controls that remain

outstanding.

Review of Audit Reports and status
of recommended actions.




9d) The internal control systems
are sufficiently defined to allow
performance audits to be
conducted.

Percentage of agencies reviewed
with written interal control
procedures.

Review of audit reports to determine
use of performance auditing.

9e) Auditors are sufficiently
informed about procurement
requirements.

10) Efficiency of appeals
mechanism.

10a) Decisions are deliberated
on the basis of available
information, and the final
decision can be reviewed
and ruled upon by a body (or
authority) with enforcement
capacity under the law

10b) Capacity of the system
for handling and enforcing
complaints decisions.

(a) Percentage of complaints
processed within the time limits
in the legal framework.

(b) Percentage of decisions
taken that are enforced.

Statistics of the complaints review
system.

10c) Fairness of the complaints
system.

Percentage of favorable opinions

Survey or interviews with participants
in the procurement processes

10d) Public access to decisions.

10e) Independence of the
administrative review body.

11) Accessibility to information.

Publication and distribution of
information

12) Ethics and anti—corruption
policy and measures.

12a) Legal provisions on
corruption, fraud, conflict
of interest, and unethical
behaviour.

12b) Definition in legal system of
responsibilities,
accountabilities, and penalties
for fraudulent or corrupt

practices
12c) Enforcement of rulings and Percentage of cases that result in
penalties sanctions or penalties.

12d) Effectiveness of the anti-
corruption measures on
public procurement

Percentage of favorable opinions
by the public on the effectiveness
of the anti—corruption measures

12e) Stakeholder support the
creation of a procurement
market known for its integrity
and ethical behaviors.
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12f) Mechanism for reporting
fraudulent, corrupt, or
unethical behavior.

12g) Codes of Conduct/Codes
of Ethics for participant and
provision for disclosure for
those in decision making
positions.
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