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Preface

Strengthening of donor harmonisation and coordination are of particular importance to the European Union Water Initiative (EUWI) as this initiative aims to: a) develop joint action programmes to improve water governance and to achieve the MDG targets on water supply, sanitation and water resources management, and b) to create a joint platform for improved coordination and communication on water related development assistance in order to increase transparency, streamline existing and future development activities and ensure more effective development. This paper presents information and issues for consideration for the EUWI African Working Group. It outlines the background in which thinking on harmonisation, coordination and also alignment has developed, it describes common definitions, it provides a brief overview of progress, lessons learned and good practice, and it reflects EU contributions on advancing this issue. The paper also provides an overview of what so far has been done within the EUWI Working Group on Water and Sanitation on coordination, harmonisation and alignment and outlines how the EUWI African Working Group could take this issue forward. It is a draft paper prepared to stimulate discussion.

Background 

Aid has brought many benefits to many low and middle-income countries but it has also brought unintended burdens. For example, policies and requirements of donors are usually different from each other and from those of the partner country. This has often led to priorities that are not aligned with country needs, misdirection of efforts, inconsistent systems and programmes, information gaps, avoidable duplication and waste. In addition, the vast numbers of procedures, reports, and visiting missions that partner countries have to handle every year entail severe costs, particularly the opportunity cost of tying up scarce national managerial and political talent that could have been used to plan and implement development programmes (OECD-DAC, 2005a). 

Donor harmonisation and coordination is central to effective use of aid, decreasing the cost of aid, increasing the impact aid has in reducing poverty and equality, increasing growth, building capacity and accelerating the achievement of the Millennium Development Goals (MDGs). A series of international agreements have been set and define the key goals and objectives for the global aid effectiveness agenda.

1.1 International agreements relating to harmonisation and coordination of aid

The need to provide better and have more effective use of aid has been high on the development agenda for many years. However, much greater attention has been given by donors to finding ways to work together more effectively since the late 1990’s. At the same time, global attention has focused increasingly on performance and the need for management strategies to enhance the achievement of outputs, outcomes, and impacts — that is, managing for development results. 

In the Monterrey Consensus (March 2002), the global development community affirmed the importance of development to the world’s well-being. The Consensus called on developing countries to strengthen their commitment to policies and institutions that can stimulate growth, reduce poverty, and achieve the Millennium Development Goals (MDGs). It called on developed countries to provide more and better aid, as well as improved trade and debt policies. 

The first High-Level Forum on Harmonisation in Rome (February 2003), a follow up to Monterrey in which representatives of 74 donor and partner countries participated, led to the Rome Declaration. This Declaration endorsed a country-based approach, emphasising country ownership, government leadership and the engagement of civil society including the private sector. It committed donors and partner countries to an ambitious programme of actions across five broad areas: (a) aligning development assistance with partner countries’ national development strategies, priorities, and systems; (b) streamlining and harmonising donor policies, practices, and procedures; (c) implementing good practice principles in development assistance delivery, including through delegated cooperation; (d) increasing the flexibility of country-based staff to manage country programmes; and (e) developing incentives within donor agencies to foster management and staff recognition of the benefits of harmonisation.
In February 2004, the second International Roundtable on Managing for Development Results was held in Marrakech, Morocco. The aim of the roundtable was to forge a shared understanding of the principles of managing for development results and identify how to move forwards. The Marrakech Memorandum complemented the Rome commitments by putting results at the centre of the development community’s work, including the areas of harmonisation and alignment.
In March 2005, a High-Level Forum on Aid Effectiveness was convened in Paris to assess progress on the commitments made in Rome and Marrakech. The outcome of this High Level Forum was the Paris Declaration. This was adopted by about 100 ministers, heads of donor agencies and other officials who attended the forum. The Declaration contains mutual commitments in support of aid effectiveness, and also a system for monitoring progress against twelve agreed indicators. In addition, the Paris participants committed themselves to set targets for achievement by 2010 against these indicators. These commitments can be grouped in four broad areas: 

· Ownership. The development community would respect the right—and responsibility—of the partner country itself to establish its development agenda, setting out its own strategies for poverty reduction and growth. 

· Alignment. Donors would align their development assistance with the development priorities and results-oriented strategies set out by the partner country. In delivering this assistance, donors would progressively depend upon partner countries’ own systems, providing capacity-building support to improve these systems rather than establishing parallel systems of their own. Partner countries would undertake the necessary reforms that would enable donors to be able to rely on their country systems. 

· Harmonisation. Donors would implement good practice principles in development assistance delivery. They (the bilateral and multilateral donors) would streamline and harmonise their policies, procedures, and practices; intensify delegated cooperation; increase the flexibility of country-based staff to manage country programmes and projects more effectively; and develop incentives within their agencies to foster management and staff recognition of the benefits of harmonisation. 

· Managing for Results. Partner countries would embrace the principles of managing for results, starting with their own results-oriented strategies and continuing to focus on results at all stages of the development cycle, from planning through implementation to evaluation. Donors should rely on and support partner countries’ own priorities, objectives, and results, and work in coordination with other donors to strengthen partner countries’ institutions, systems, and capabilities to plan and implement projects and programmes, report on results, and evaluate their development processes and outcomes (avoiding parallel donor-driven mechanisms).
1.2 Definitions

There is not yet a clear understanding on the terminology used related to donor harmonisation and coordination. Ironically, one of the lessons learned over the past years is that there is confusion and a lack of common definitions among donors of these concepts (OECD-DAC, 2005a). Terms used seem to mean different things to different donors with harmonisation and coordination being the common terminology used within the EU. This section briefly seeks to clarify these terms.

Harmonisation & alignment

Harmonisation is often confused with alignment. As indicated in the previous paragraph they are related but not synonymous. Broadly speaking, harmonisation refers to the unification of donor procedures and practices between donors in constituting a common approach and alignment refers to the fit of donor policies with national strategies and institutions (policy alignment), and to the fit of donor procedures and practices with national processes and (budget) systems (operational alignment with country systems). These distinctions serve to highlight that although alignment might be the overall objective of both the partner country and the donors, harmonisation and simplification could proceed without (opportunities for) alignment (Gerbrandy, 2005).

Coordination 

Coordination includes harmonisation and alignment. Three levels of intensity in degrees of coordination can be distinguished (IOB, 2003):

a) Information sharing – Donors (and also partner countries) communicate on both planned and current programmes. This results in better understanding of each other’s positions and programmes. Such understanding will grow most where partners have set up institutions to exchange information regularly and systematically. Some agencies see information sharing as a precursor to genuine co-ordination. 

b) Strategic Coordination (Policy coordination or alignment) – Donors and partner countries (partners) actively build consensus using the institutions they have set up as well as the jointly undertaken assessments and diagnostic work. This leads to agreement on policies, strategic aims, and key interventions, and occasionally on important procedures and practices. This may bring about a division of tasks – selectivity - in line with the comparative advantages of individual partners. Partners may also agree to apply similar or uniform procedures and practices in programmes they implement separately.

c) Operational coordination (Harmonisation and/or alignment) – Having agreed on policies and strategies, mainly donors negotiate a contract (Joint Financing Arrangement or Memorandum of Understanding)
 for a joint programme. Such a contract may comprise budget support or pooled funding, followed by application of the same intervention model and the same procedures. Ultimately, a contract may provide a reference framework for joint implementation. 

2 Harmonisation and coordination: An overview 

2.1 Progress

The problems associated with lack of harmonisation have been widely acknowledged resulting in the above oultined forums. These forums spurred vast expansion in activities at improving harmonisation of aid delivery and scaling up development. The Country Implementation Tracking Tool (CITT), which is managed by the Word Bank shows that there are now over 60 partner countries and 40 bilateral and multilateral agencies involved in coordination, harmonisation and alignment activities (as identified by the. Eight out of the 10 countries selected by African Ministerial Council on Water (AMCOW) for the national policy dialogue processes are involved in these activities
. Examples of harmonised assistance strategies in AMCOW selected countries include Zambia, where a joint multi-year strategic plan is expected to be completed by end 2005, and Rwanda where donors are preparing assistance strategies in consultation with other parties. Mozambique has continued and built on broad based activities that began before the Rome Declaration on harmonisation (OECD-DAC, 2005b). 

In general donors have made a start in using simplified procedures and practices, joint analytical work, enhanced focus on delivery of development results, delegated cooperation, common procurement and financial management procedures, and common arrangements for sector wide approaches (SWAPs) and budget support. Specific donor initiatives to improve harmonisation include (OECD-DAC, 2005a):

· The EU Ad-Hoc Working Party on Harmonisation working to establish country specific road maps to support partner country action plans.

· All agencies of the UN will be using joint assessment and assistance strategies in all countries where they have a significant presence by 2008. 

· The Nordic plus group
 have developed procurement policies and guidelines on harmonisation to maximize the efficiency? of country procurement systems.

Poverty reduction strategies (PRSs) are now in place in 43 countries, and many other countries have nationally owned development strategies. Recent surveys show that there is a trend towards more donor alignment using these strategies (OECD-DAC, 2005b). More donors are using programmatic, or budget, financing to provide overall support for country strategies and programmes at the national and sectoral levels. There has been an increase in interest in using SWAPs to align around sectoral priorities, and a growing number of SWAPs include use of countries existing frameworks for channeling and accounting for funds (OECD-DAC, 2005a). However, a sector tracking programme report by the Strategic Partnerships with Africa (SPA) concluded that water sector programmes in such areas as disbursement, procurement, financial management and capacity building had very low levels of harmonisation (SPA, 2004). 

In the water sector, SWAP’s are slowly starting to be developed, but much work remains to be done. Three out of the 10, by AMCOW, selected countries have been part of an indicator-based survey, undertaken by the Development Assistance Committee (DAC), across 14 countries. This survey shows (OECD-DAC 2005b):

· In Zambia, a unified sector policy is yet to be fully developed. Discussions on the development of a SWAP have started, as have efforts to build capacity in government performance management systems. Despite these efforts, progress towards harmonisation remains poor. 

· A government water policy exists in Mozambique, with a comprehensive monitoring system. However, there is no sector programme or medium term expenditure framework. 

· In Ethiopia, a water sector development plan was formulated in 2002 and its supporting systems are under development. A government donor water sector dialogue has been established and is attempting to reach agreement on sector harmonisation issues. At present, negligible donor support is integrated in the sector medium term expenditure programme and donor coordination and harmonisation issues are in their infancy.

Lessons learned and emerging good practices.

The OECD-DAC (2005a) identified several valuable lessons learned which might be of importance to the EUWI: 

· The special needs of fragile states where harmonisation and alignment has proven to be more critical than in more ‘normal’ contexts
; 

· the need for integration of global programmes and partnerships with country strategies and programmes;

· donors involved in multi- donor coordination are positive that these mechanisms work well. 

· alignment is compromised because donors do not clarify how to change the content of their programmes to reflect PRSs and because they do not always rely on country systems to deliver aid (OECD-DAC, 2005b).
Examples of good practices are emerging from recent studies by the OECD-DAC (2005a,b):

· Harmonising and simplifying procedures; Most progress was reported among Nordic Plus members. For example, in simplifying procedures Sweden analysed whether the Swedish International Development Cooperation (SIDA) has the necessary flexibility and mandate to participate fully in harmonisation and coordination efforts at country level, concluding that SIDA is already able to fully align with partner countries. Norway, no longer develops country strategies and similar overall country assistance plans but instead it uses the partner country’s PRSPs.

· Delegated cooperation or silent partnerships are an arrangement under which one or several donors ask another to manage their funds and take on related fiduciary responsibilities. An increasing number of budget support programmes and SWAPs are being facilitated through various forms of delegated cooperation.

· Government-led frameworks for encouraging dialogue and cooperation between governments and donors are an important feature of most action plans on harmonisation. Ethiopia and Tanzania offer good example of effective government donor dialogues and processes in support of PRSs.

· Mozambique offers a good example on a joined-up approach to budget support.

· Sharing information such as country analytical work (CAW) between partners and donors gives a common basis for interaction. Knowledge sharing is key to improving development impact and cost effectiveness and can result in opportunities for capacity building. The CAW website (http://www.countryanalyticwork.net/) has resulted in better dissemination of results.

· The Declaration of the Rome 2003 endorsed good practice principles on harmonisation and alignment developed by the DAC and multilateral development banks. This has been translated in good practice paper with guidelines on harmonizing donor practices for effective aid delivery.

Although good practices are emerging, they have not yet become general practice (OECD, 2005). The earlier mentioned survey report by the Development Assistance Committee (DAC) reveals that there is, for example, little evidence that donors are streamlining conditionality. In the water sector only 2 out of the 14 surveyed developing countries claimed to have donors streamlining conditionality (OECD-DAC, 2005b). Neither of these were in Africa. For example, in Mozambique, there is one common fund in the water sector for which the donors and government have set out basic principles. In practice this is little supported and two of the largest water sector donor programmes are not incorporated in the fund (OECD-DAC, 2005b).

2.2 Reservations

There are a number of reservations regarding harmonisation and coordination. For example, some donors give only “qualified” endorsement of country priorities. Their reasons include fundamental reservations about key parts of the strategy or even about the partner government’s commitment to poverty reduction (OECD-DAC, 2005a). Another reservation to support policy alignment could be contradicting thematic priorities
 between partner countries and more progressive donors (Gerbrandy, 2005). Reservations from the partner countries include fear that budget support or other disbursements could be totally suspended when things go wrong and they are therefore not willing to harmonise and align. This in case donors herd around a common position linked to their assistance (OECD-DAC, 2005a). Sometimes reservation exists within the government of the partner countries themselves, this in case line ministries do not support the general budget support by donors (Gerbrandy, 2005). 

2.3 Hindrances

Several factors have been identified that hamper progress towards greater harmonisation and coordination. These factors include insufficient clarity on country policy and investment priorities; the absence of a robust medium term framework that links country priorities to their budget decisions and time tables (particularly true for the water sector); lack of capacities in partner countries on, for example, policy development and aid management, lack of autonomy and decision making power at donor country level; and difficulties in agreeing on indicators that can serve as triggers for disbursement (OECD-DAC, 2005a and Gerbrandy, 2005). The latter is also of great importance to the water sector as there is often a lag of several years between commitments and disbursements. Experiences have shown that the start-up costs of, for example, establishing joint monitoring frameworks have been considerable, and the processes are very time-consuming. The issue of budget support has the risk of being more demanding and could provide extensive conditionality and heavy reporting requirements (OECD-DAC, 2005a). 
3 Harmonisation, coordination and the EU

For the EU, such issues as coordination and harmonisation are not new. Within the European Union, the coordination of policies and harmonisation of procedures is core business because of the large number of member states. By way of preparation for the Monterrey Conference, the EU provided essential input and momentum, in particular by means of the Barcelona Commitments. The Member States committed themselves to: “take concrete steps on coordination of policies and the harmonisation of procedures before 2004, both at European Commission and Member States level, in line with internationally agreed best practices including by implementing recommendations from the OECD Development Assistance Committee (DAC) Task Force on donor practice” (Barcelona Commitment II)”.
Since the international events described in section 2.1, harmonisation and coordination have gained even more momentum, and the EU has started implementing a harmonisation agenda in a number of pilot countries. Initial lessons have been learnt and new insights gained. This had led, among other things, to new approaches and for example the concept of alignment is now much higher on the agenda than before. Furthermore, implementation of the Rome Declaration has become an incremental, “learning by doing” process within the EU and the EU is following the debate closely, not only to contribute its own experiences to the discussion but also to adjust its policies and procedures to reflect the latest insights.

The European Union Ad Hoc Working Party on Harmonisation (AHWPH) was established as a follow-up to the Barcelona Commitments and the Rome Declaration in April 2004. One of its mandates has been to examine Commission recommendations and other relevant proposals in detail, with a view to putting Barcelona Commitment into practice. The working party agreed to observe the following principles in its work: 

· to focus on a country-based and country-led approach to harmonisation and alignment; 

· to avoid duplication and work in a complementary way; 

· to focus not on exclusivity but on donor-wide initiatives; 

· to aim for a wide coverage of aid modalities and procedures; 

· to use agreed guidelines on coordination; 

· and, to focus on implementation. 

The work of the AHWPH has led to a common framework and instruments on harmonisation and coordination. It established common principles (as outlined above) and provides a guide for the Commission and the Member States for putting harmonisation and coordination in practice. The framework, principles, and instruments have been outlined in a document called “Advancing Coordination, Harmonisation and Alignment: the contribution of the EU” that is of relevance to the EUWI country dialogues. 

4 Harmonisation, coordination and the EUWI

Addressing the issue of harmonisation and coordination has been high on the agenda of the EUWI Working Group on Water and Sanitation over the past year. The EUWI is targeting three areas. First, the EUWI can provide an advocacy role on international context and commitments made globally. Secondly, the EUWI WG WSS has a role to play in structuring country dialogues in such a way that the issue of harmonisation will be addressed and the WG can also provide support to country level discussions. Thirdly, the lead EU countries in each partner country can take a facilitative role on the issue and how to address it in the roadmap. Although efforts have been successful in raising awareness and debate on this topic it is recognized that it now has to be taken forward at country level.

Harmonisation and coordination were addressed as follows within the EUWI in 2005:

· February - March; development of concept note outlining harmonisation and coordination in the international context.

· June (Ghana); presentation concept note at EUWI WG WSS meeting; outlining progress on harmonisation and coordination and presentation of key finding High Level Forum in Paris

· June (Ghana); presentation by Mr. Richard Cong (Director Water Development) on the harmonisation process in the Water Sector of Uganda
· June (Ghana); presentation by Ministry of Works and Housing on Monitoring from Ghana on Assessment of Resources and Practices within Sector Institutions.

· June (Ghana); workshops were held to identify barriers and obstacles in the EUWI selected countries regarding harmonisation and coordination and between donor headquarters and at in-country level. Also a brainstorm session took place on how the multi stakeholder forums should be designed to facilitate harmonisation. Main topics of discussion emerged were: 1) the gap between the political level (and commitments) and what is happening in reality on the ground is enormous. Without better communication this gap will never close
; and 2) the role embassies should play in delegated cooperation.

· August (Stockholm); issue addressed in EUWI WG meeting with objectives to provide feedback on outcomes from Ghana and to discuss how issue can be taken forward at country dialogue level. 

Emerging issues from the Stockholm meeting were: 1) reconfirmation about the gap between political/government and ground level and identified reasons why government policies in the water sector and the mechanisms and/or strategies for harmonisation are not streamlined, 2) while discussing harmonisation and coordination there should be a focal point on what exactly is being targeted by this discussion, otherwise the discussion will always stay very broad and general as is the tendency at the moment, and 3) the country should be in the driver’s seat instead of the EU. The EU should only be used for guidance and assistance. However, in order to follow? harmonisation and coordination in practice, it could be useful to have a pilot country. A suggestion was made that there could be a workshop held in Ghana (or other selected country) to determine what the EU should do. Also, internal experiences that the EU has gained should be communicated. In the later part of the pilot process, Ghana (or other countries) need to contribute its experiences to other countries and to the EU. With this new knowledge, the EUWI can learn how to contribute to the harmonisation and coordination.

5 Specific Challenges & Way Forward

There has been progress in the coordination and harmonisation of aid and over the past years the international donor community and countries are working together to further improve coordination and aid effectiveness. However, it is also clear that much more needs to be done worldwide and within the EU. Activities in this field need to be deepened and scaled up by donors, certainly in the water sector. Partner countries need to exercise leadership by improving transparency and good governance, accelerating progress on reforms and strengthening capacities of public systems. 

Specific opportunities that could be of interest for the EUWI include (OECD-DAC, 2005a):

· Creating incentives for coordination, harmonisation and alignment, in particular supporting the considerable extra institutional and personal costs of working in tandem with the country and other donors, that are emerging as a critical variable on which more thought and action are urgently needed.

· Strengthening capacity; many countries (and especially fragile states) have systems whose quality is inadequate for donors to rely on them. Action is needed to help countries strengthen their national systems by stepping up development efforts.

Further efforts on harmonisation and coordination within the EUWI should mainly focus at two levels: the policy and the country level. At policy level, the EUWI should continue to strengthen its role in advocacy on the importance of harmonisation and coordination and an effort should be undertaken to influence politicians? At country level, the EUWI should be of assistance through support to generic application of harmonisation and coordination. Furthermore, the EUWI could play an important role in narrowing the gap between the two levels. 

In order to bridge this knowledge gap between the international/policy and country level the following specific actions could be taken:

· To enhance information exchange between harmonisation advisors from, for example, the Directorate General for International Cooperation and WG members through inputs in a WG meeting. This should be a two-way exchange of information. The harmonisation advisors should deepen the commitments from the Paris Declaration and can provide an overview of the framework, principles and instruments that exist within the EU and how these should be of use at the country level. At the same time this meeting provides an opportunity to exchange experiences and challenges with the practical implementation of harmonisation and coordination. 

· To organize a short conference at headquarters (and/or at annual DG meeting) in order to link the EU harmonisation and water agenda’s and exchange lessons learned in the EU pilot countries on harmonisation. Participants would include harmonisation advisors and water sector specialists. Experts from OECD-DAC could provide input into this conference.

At country level the EUWI African Working Group could be of assistance in:

· Identification of existing harmonisation and coordintation efforts. It seems that there are too many pilot initiatives going on and harmonisation needs to be mainstreamed. Therefore the WG should align its work to what is already happening on the ground.

· Taking an advocacy role on harmonisation and coordination and ensuring that this issue is addressed within the multi stakeholder forums. An important role is to facilitate a focal point for the harmonisation discussion.

· Carrying out a mapping exercise of aid flows within the water and sanitation sector. It should provide an overview of how much and what is being done in the sector. SIDA is currently undertaking a mapping exercise of aid flows in the IWRM sector. The WG should see whether they can harmonise their efforts with the one undertaken by SIDA.

· Identification and assessment of good practices of coordination and harmonisation efforts in the water and sanitation sector. 

· Identification of a potential pilot country in order to identify what assistance the EU exactly can provide (see last point under chapter 4).

· Contributing to platforms for sharing information at regional and country level. For example by creation communities of practice.

· Contributing to the development of result monitoring systems in country, which are simple and effective.
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� Paper is prepared by A. Bos (UNESCO-IHE)


� This section is summarized from the Harmonisation, Alignment, Results Report on Progress Challenges and Opportunities prepared by the OECD-DAC Working Party on Aid Effectiveness (2005)


� A Joint Financing Arrangement will comprise issues as: goals of the programme supported (Performance Assessment Framework) and scope of the arrangement; responsibilities and representation; financial contributions; consultation and decision-making processes; organisational structure; disbursements; procurement; reporting; review and evaluation (missions); audit; non-compliance and force majeure; corruption; modifications, donor accession, withdrawal; dispute settlement and technical assistance.


� Cape Verde and the Central African Republic do not seem to be involved


� The Nordic plus group includes Denmark, Finland, Ireland, Netherlands, Norway, Sweden, and the United Kingdom.





� Many fragile states are particularly vulnerable to, or are emerging from, conflict, donor responses frequently include security sector activity and diplomatic efforts. In addition, firms from donor countries may have trade or investment interests that in some occasions may be contrary to donor development objectives and in some cases have even fueled conflict. Thus all government approaches are needed to assure that policies in different areas are coherent with objectives of addressing key development and governance issues (OECD-DAC, 2005a). 





� An example of difference in thematic priority could be theme and importance of gender.


� This section is mainly taken/summarized from the “Advancing Coordination, Harmonisation and Alignment: the contribution of the EU” Report prepared by the EU Ad Hoc Working Party on Harmonisation (2004)


� This gap (and the incentives to close this gap) have been studied at the level of aid agencies see ODI, 2004, Incentives For Harmonisation And Alignment In Aid Agencies, A Report to the DAC Working Party on Aid Effectiveness, London   http://www.oecd.org/dataoecd/58/27/34373869.pdf
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