Spotlight 1: Official Development Assistance in 2020 —
debated, disrupted and relevant, still.

Ida Mc Donnell, OECD

Official development assistance (ODA) is defined by the OECD Development
Assistance Committee (DAC) as official government resources that promote
and specifically target the economic development and welfare of developing
countries under concessional financial terms!®.

In 2018, the 29 member countries of the DAC provided 153.3 billion USD
as official development assistance, accounting for 0.30% of gross national in-
come (grant equivalent measure)!’. ODA flows are significantly higher now
than at the turn of the 21 century. In 2000, total ODA for DAC countries as a
percentage of GNI was 0.22%. However, growth has levelled out since 2008,
averaging 0.30% of DAC countries’ GNI over the period. As a whole, global
ODA efforts fail to match the collective ambition of the 2030 Agenda for Sus-
tainable Development or the development finance commitments and ambitions,
including the UN target of 0.7% ODA/GNI, set out in the Addis Ababa Action
Agenda.

Box 1: Top five ODA providers in 2018: volume and share of GNI
Top five by volume: United States (34.2 billion USD), Germany (25 bil-
lion USD), the United Kingdom (19.4 billion USD), Japan (14.2 billion
USD) and France (12.1 billion USD).

Just five DAC members met or surpassed the UN target for a ratio of
ODA to GNI of 0.7%: Denmark (0.72%), Luxembourg (0.98%), Norway
(0.94%), Sweden (1.04%) and the United Kingdom (0.70%).

16  All ODA-related definitions are available here: http://www.oecd.org/dac/financ-
ing-sustainable-development/development-finance-standards/officialdevelop-
mentassistancedefinitionandcoverage.htm (15.04.2020).
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A “gold standard” in flux

The DAC adopted ODA as the “gold standard” of so-called foreign aid in 1969.
This statistical measure has provided transparency to improve development co-
operation policies while also enabling countries to set targets for increasing
their development cooperation effort (e.g. 0.7% ODA/GNI target, 0.15-0.20%
GNI for least developed countries, and input targets in some sectors). Still, the
definition’s broad focus on promoting economic development and welfare
means it is open to interpretation. There has always been debate about the ap-
propriateness and credibility of the ODA concept!®. These discussions tend to
be highly technical and highly political, as illustrated in 2017 when the DAC
could not reach a consensus on the rules for counting ODA contributions in
private sector instruments'® or debt relief under the new grant equivalent meth-
odology.

Fifty years since its creation, the strategic role and added value of ODA
continues to be debated. ODA priorities are shaped by shifting geo-politics,
economic and fiscal constraints in provider countries as well as progress and
challenges to international development. In some cases, this translates into de-
mands to adjust ODA rules, which could boost (or undermine) the integrity of
this gold standard. For example, the 2015 surge in the flows of refugees into
many DAC member countries led them to clarify the rules for in-donor refugee
costs two years later?’. Similarly, important boundaries have been set on mili-
tary aid or cultural programmes?!. Typically, updates to the DAC statistical re-
porting directives promote greater transparency and accountability as well as
legitimacy for specific issues. The ODA policy markers on gender equality and
women’s economic empowerment, biodiversity targets and climate change pro-
vide crucial comparative data and an impetus for DAC members to deliver on
these priorities. The latest marker for ‘The inclusion and empowerment of per-
sons with disabilities’ responds to the pledge in the 2030 Agenda to leave no
one behind?2.

At recent ministerial level meetings of the DAC (e.g. in 2014 and 2017),
members emphasised the critical financing role of ODA in countries most in
need (such as least developed countries, small island developing states, fragile
contexts), which tend to struggle to attract other external investments, espe-
cially private ones. In least developed countries, ODA represents 60% of

18  Hynes/Scott 2013.

19 OECD 2018a; OECD 2018b.

20 OECD 2017.

21  Formore information, see OECD: Official development assistance — definition and
coverage.

22 OECD 2018c.
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external finance compared to 13% for non-LDCs?. Yet, the share of ODA to
LDCs dropped from 32.5% of the total ODA in 2010 to 29% in 2017%. New
ODA rules, agreed in 2017, give more ODA credit for lending to poorer coun-
tries, reflecting the greater risk providers take in these contexts while serving,
potentially, as an incentive for them to invest more. The extent to which these
rules will bear fruit is unclear, but there are promising signs: final OECD data
for 2018 show that the total ODA from DAC countries to least developed coun-
tries was 45.9 billion USD, an increase of 3% in real terms.

While the new rules strive to create fairer global distribution of the total
ODA between countries, the DAC also stresses that ODA plays a critical and
evolving role in middle-income countries and countries transitioning? through
income levels, which face specific challenges and continue to be eligible to re-
ceive ODA,

Adapting to 21*' century challenges

A key question pre-occupying DAC members is how to ensure development
cooperation is most effective in helping countries deliver the SDGs for all and
reaching the furthest behind first. The answer depends on its capacity to take
on the 21st century’s complex development challenges, such as inequality,
forced displacement, the impacts of climate change or protecting international
public goods. It also depends on the catalytic role that development cooperation
plays in the evolving international landscape, where the diversity of public and
private actors and financial instruments is growing, while ODA budgets appear
to be plateauing. Providers of development cooperation will need to team up
with other actors more effectively in this complex global development system?’.

ODA alone cannot provide the trillions needed to fund the 2030 Agenda,
but it helps in a unique way, thanks to its concessional nature and specific focus.
DAC members need, however, to shift their focus on assessing performance
according to the size of budgets; what matters more is maximising and showing
the unique contribution development cooperation policies, knowledge, ideas

23 OECD 2019.

24 Tbid.

25  For more information, see contribution by Cecilia Piemonte and Olivier Cattaneo
on Transition Finance in this publication.

26  The threshold for high-income countries graduating from the DAC List of ODA
recipients is a GNI per capita higher than 12,235 USD for three consecutive years.
For additional information about graduation from the DAC List of ODA Recipi-
ents, see OECD: History of DAC Lists of aid recipient countries and also the DAC
HLM Communiqué of 2017.

27  See Ingram/Lord 2019.
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and finance (ODA and beyond) actually make to progress in well-being, resili-
ence and sustainability in developing countries.

Today’s narratives and priorities for development cooperation tend to em-
phasise national, bilateral interests (including commercial) over other principles
for effective development cooperation?®, and multilateral cooperation for peace,
prosperity and the planet. Yet, when countries signed up to the SDGs, they sup-
ported a shift in thinking about the universal nature of sustainable development:
ideas of charity, of “us” and “them” and “developed” and “developing”, which
have underpinned official development assistance since the 1960s, are outdated
in the face of today’s problems and solutions that are rarely contained or found
within national borders. Development cooperation, including the mix of official
financing for development, needs a fresh narrative that explains to a wider pub-
lic what it is, how it operates and why it is needed. The 2019 OECD Develop-
ment Cooperation Report “A Fairer, Greener, Safer Tomorrow’?® proposes a
call to action to bring the full capacities and resources of the development sys-
tem to bear on the immense challenges of our time (see Figure 1).

28 For more information, see: http://effectivecooperation.org/about/principles/
(15.04.2020).
29 OECD 2019b.
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ACALLFORA

CHANGE OF COURSE
IN DEVELOPMENT CO-OPERATION

0ECD DAC governments and their development agencies need to show through words, actions and
investments that development co-operation is fit to take on 21t century challenges and open to working

Figure 1: A call for change of course in development cooperation

(@

with diverse actors for long-term development results.

THE REPORT CALLS FOR A CHANGE OF COURSE AND ACTION ON THREE FRONTS.

nE

NARRATIVE,
MODERNISE IT TO:

—> Harness human solidarity and
interests, focusing on tangible
local actions and solutions to big
issues that people care about.

—> Respect the right and
responsibility of each nation to
chart its own course towards
sustainable development, with
due respect for the universal
rights of all peoples and
generations.

—> Update words and language to
shift perceptions to empowering
all people and show how we all
gain from progress in human
well-being in other parts of the
world.

._°\

RETOOL,
BE FIT FOR PURPOSE TO:

—> Champion and safeguard the
essence and value of
concessional public finance
for development in leaving
no one behingd.

=> Step-up action for gender
equality, which is
fundamental for all societies
—not only because it is right,
but also because it provides
keys to unlock the doors to
progress.

=> Invest in green and clean
development co-operation,
breaking silos between
climate and development to
promote people-centred,
climate-resilient
development pathways.

—> Uphold, update and promote
high standards, expertise
and good practices on what
works for sustainable
development and well-being.

TEAM UP,
SMARTLY, TO:

—> Reignite the spirit of effective
development co-operation,
especially in the face of
short-term political and
economic interests and
pressures that are inconsistent
with sustainable development.

—> Catalyse knowledge,
innovation, financing and
capacity by teaming up
smartly with public, private
and civil society actors, being
informed by their unique
value, and equipped with the
right incentives and
safeguards.

—> Co-ordinate across different
policy communities to promote
coherence in all areas of
public policy and citizenship,
with the aim to maximise
global public goods while
minimising any negative
effects on sustainable
development in other parts
of the world.
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