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ABSTRACT

The purpose of this research is to find what i$etfve aid coordination”
particularly drawing from the case study of Lao ples Democratic Republic and
lessons from Vietnam and Timor Leste. The studyoses that a solution to the
problem of poor delivery of ODA is that the develmgnt industry must improve its
ODA spending systems and incorporate aid budgetdhe national budget and
development plans. It is vital to encourage naig@overnments to lead their own
development agenda and support development acgaiocal priorities.

The results suggest that it is not just a matteookdinating aid effectively, but the
aid industry needs the right capacity and peopleetovolved. Capacity building is
much needed within the recipient national officesvall as many of the
international donor agencies. This would allowldeal government to take the
lead and prioritise the commitments signed in thesFDeclaration, the Vientiane

Declaration and the Millennium Development Goals.

It is recommended by many practitioners that thalmer of agencies working in
decision making processes in the aid effectiveagsesda in Laos should be limited
to reduce transaction costs and promote clear conwation within the
development community. However different environisesuch as Timor Leste,
suggests that civil society should be involved naord that donor agencies should
not take the lead in aid delivery.
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CHAPTER 1: INTRODUCTION

Overview

The Paris Declaration has been identified as tgedkgelopment framework in
leading the aid effectiveness agenda. It is araohbetween members from
various developed and developing countries in &ortdb reduce poverty. This
thesis draws attention the aid effectiveness agandahe search for better ways to
work in the development field, including governnmseahd development

professionals.

Aid coordination is assumed to be the way to eiffeciid delivery. At the local
level, Laos has made progress in localizing thésH2eclaration through the
Vientiane Declaration and recently the Country éwetPlan which seek to
implement this commitment. Laos is a good caseysfor this new approach to
development and can easily be observed from theingg@dministration of aid by
the national government and how the internationgdwizations and donors are

involved.

Effective Aid Coordination, as the topic suggessll about how to bring
development communities together as one and prdpas@overty reduction work
should be incorporated into one master plan. Wies@lopment institutions work
independently, projects are duplicated and alrdiatdted resources are wasted.
With aid coordination, the local government can itarand outline the priorities
needed for Lao PDR and allow interested partieotdribute to the government
plan. However the aid coordination system in Lisasot working well at present.
Examples from case studies are drawn from VietnagnTamor Leste, may provide

some useful lessons.

This chapter will provide an overview of the thesigic “effective aid coordination

in Lao PDR with lessons from Vietnam and Timor le&stA total of five chapters



are presented and will be elaborated in brief l#ist section of this chapter. The
background to research is presented, coveringdloePeople’s Democratic
Republic (Lao PDR). The research aim and objed@tdor this thesis is followed
by the methodology. Reflections from field reséasection will be discussed,
including the challenges that were faced duringodr@od. The research questions
will be given as an overview of what data shouldcbkected during field research.
The rationale section provides a good insight of e author feels that the topic
is very important and outlines lessons, includimg history of development and

interesting personal experiences.

Lao PDR

Lao PDR is a landlocked country categorized asastBeveloped Country (LCD)
located in the heart of South East Asia, bordese@dmbodia, China, Myanmar,
Thailand and Vietnam see Figure one. It has alptipo of 5.7 million (UNDP,
2007) most of whom live in rural areas. The o#fidanguage is Lao, though there
are 49 officially recognised ethnic minorities digd into three major groups: Lao
Lum (low landers), Lao Theung (high landers) and Baung (Hmongs). The
growth rate of Growth Domestic Product (GDP) is ohée highest in the region
at 6% but there is approximately 32% of the poporteliving under the poverty

line of the $US1.50 per day in 2002 (UNDP, 2003hme 73% live under $2 per
day, and 25% less then $1 per day.

Starting in 1986 Laos moved from being a centraldnned economy to a market
economy. To respond to this new economic mecharasnncreased inflow of
ODA has been supporting infrastructure buildingvgte sector development, as
well as poverty reduction. Although Laos is onehaf world’s poorest nations
ranked, 133 out of 177 countries (World Bank liseconomies, 2008)here have

been reductions in Poverty but the level of ineiesl has increased.



Figure 1.1 Map of Laos
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This illustrates that development projects haveéeno favour relatively
advantaged populations, mostly low land communitid® are able to have access
to new roads, irrigation scheme and credit. Thesis therefore aims to investigate
the use of ODA and suggests how it might be bestdoh people who need it

most.

Research Aims and Objectives:

The aim of this research is to investigate a waykitodel of aid coordination for
Lao PDR with a focus of the country’s ODA statdsis will provide a better
understanding of how the aid environment systemat@e within the country. In
addition to Lao PDR, lessons from Timor Leste ametnam will be discussed in
chapter 4 to briefly outline what these countriessdoing with regards to
harmonizing ODA and what best practices could lggested for Lao PDR. Itis
assumed that coordination is the key approachidoeféectiveness. The thesis

objectives are:

1. Tofind the current working model for aid coordiwat efforts in Lao PDR.
With this model it can be analyzed if the currexiseng approach is
effective or not.

2. To draw lessons from Timor Leste and Vietnam ae eaamples of how
aid is being harmonized, but not particularly thrglwaid coordination.

3. To find alternatives for aid coordination for LaBDR and to provide

recommendations for improvement.

Research Methodology

Research was conducted in Lao PDR in 2007-2008emi-formal interview was
conducted with selected participants in Laos. Tami@pants varied from
government officers working in aid coordinationrtpaularly in the Committee for

Investment and the Department of International @oajon. In addition to this,



interviews with expatriates working in Laos werscatonducted including those
working in the aid coordination area from sevemlelopment institutions, such as
the World Bank, United Nations Development Progra{dNDP), donor agencies
and Non Government Organizations (NGO). Theselugebten interviews and

focus groups.

The research not only covered primary data beitigeged, but also secondary
information derived from agencies mentioned abolee research also includes a
case study from a developing country, Timor Lestenor Leste was chosen
because the author experienced work as an intemtia@ UNDP in Dili in 2007.
The tasks allocated were around aid coordinatiorw@ms, particularly within the
UN agencies and the short term mission there. |@$sons learnt from Timor Leste

were important and could be applied to Laos.

Reflection from Field Research

Despite the challenges faced during field resedhat,delayed many preparation
activities and scheduling to meet with the rightje, it eventually paid off with
interesting findings. Working with very a consdiva government and agencies
made research challenging but the fundings arenpally more valuable as a

result.

Field research in Laos faced conservative protataishad to be followed in order
to meet with the government officials. Their timgiand scheduling was difficult to
arrange because of the research period, Novemb&rtdQanuary 2008. There
was the FRACOPHONIE Summit which was hosted by tiee Government and
this paralyzed most of the activities in Laos attime. In addition there was the
local festival (Tat Luang Festival) and the religsogatherings of the Buddhist
calendar. Meetings with international experts wateh easier to be organized
because of the local personal networks. Eventadllijmeetings were organized and

the interviewees provided additional documentgedl#o the research topic.



Timor Leste however had a completely different emwinent. The challenges of
the research period involved working in with retigs days and an important
summit. The field research period was between Mialy--2007. Early in May
2007 was the presidential election which a montr kaas followed by the
parliamentary elections. This not only paralyzeel activities of the government
but also the development agencies because prajiatias had to be implemented
with government awareness. Due to the transitighe political situation,
government officers were conscious in making denssithat may later change in
the new government policy. Regardless of the ipalisituation, there were
constant internal disputes with the local peof&patriates working in Timor all
had a curfew and had to comply with it. There warmerous deaths from gang
fights that the UN police had to inform to all Wtaff and all UN staff members

had to carry a portable radio and wear UN secgstys at all times.

Finding accommodation was another problem in theas most of the buildings
were destroyed leaving limited accommodation ataéela Since the UN mission
and many international development agencies arriggding a room in a house
was even difficult. At the time, there were obsesvfrom all around the world to
monitor the election processes. This has madelsiegrfor accommodation even
more problematic. In addition, food and commogitices are very high relative to

US commodity prices as the country uses US dadlaiecal currency.

Seeing the country with so many internally dispthpeople brings sadness to
anyone’s experiences. In late June 2007, the UNdNod Programme’s food
storage houses were broken into by the local gakgsn the UN police and the
international military could not fully handle th#ustion because they are not
allowed to hurt the local people. Despite thaltes in the country, Timor Leste
is a beautiful country with much potential growtith abundance of resources

and ODA, there is potential prosperous future lier Timorese people.



Research Questions

1. What is the aid effectiveness agenda in Lao PDR® ®We the institutions
involved?

2. What are the local efforts from international ages@nd donor
communities for aid effectiveness efforts in Laos?

3. Does the local development community support thallgovernment in aid
coordination?

Rationale

As a development worker within the aid industryg thspiration for this topic was
driven by personal work experiences. | startedcarger working with UNDP,
UN-World Food Programme and the United Nations €marice for Trade and
Development (UNCTAD). During my time with theseeagies | was overwhelmed
by the enormous amount of ODA inflows into Laosir®) involved in the aid
industry I can see the benefits that aid doeshi@iddcal people, at both the central
government and provincial government levels, as agefor expatriates working in
development agencies, donors, NGOs and particutaelypoor whom idealy are

beneficiaries. That is the prettier side of aid.

The down side of aid is “the operation of aid.” Wit the UN agencies themselves,
aid money is not entirely spent for its best uSkere are duplications of projects
within the UN system, as well as the entire aidusidy. Some projects adversely
affected the beneficiaries more than benefited thidm capacity of development
experts locally and internationally are not alwagmpetent to deliver. The local

government is often puzzled but takes aid with cgrens.

Since the Millennium Development Goals (MDGs) weeefor the year 2015
(United Nations, 2008), Laos has signed up to cdrtomneeting the deadline.

There is however, very little optimism regardingatieg the commitment to aid



coordination in Laos. If only aid could be coomtied and allocated correctly the
output of aid could yield favourable outcomes.anl motivated to investigate how
aid could be coordinated more effectively. | sgigrbelieve that development
should base on national priorities, interests asmpfe. The aid industry must not
be dominated by development agencies run by foleignests. The ultimate aim

should be local leadership and control.

| have considered the concepts of emic and etiatporoughout the writing of this
Thesis. The emic point of view is of myself asaolcitizen in the country that |

am researching upon as well as from the interviswd® are local government
officers and national personnel from internatiash@elopment agencies. The emic
points of view are drawn from my experiences irdging in overseas countries.
Through my study periods I've acquired many aspetteow development should
be which add on to the existing body of my knowkedgarticularly the
understanding of the research topic. Since myrmexpee working in Timor Leste, |
have been inspired from learning from the counibg eould see possibilities to be

adapted in some ways for Laos.

Research Outline

This thesis paper consists of five chapters indgdidditional attachments at the
appendices. This first chapter set out the oveeaktarch background, reason for the
selected topic chosen for research. That incladasef background of the

country’s current ODA situation and also outlinles tesearch aims and objectives

and methodologies to be used.

Chapter two includes a theoretical framework fok @ordination. This will start
with the Millennium Development Goals (MDGSs), dissing why the goals are so
important and how they set out the aid deliverycpsses. There are concerns of
how the MDGs will be met by year 2015. This iddaled by the Paris Declaration

signed by the developed countries and the devejagonntries, for a better



delivery of aid. The commitments have been actiiech many developing
countries are now working towards localizing thosexmitments. In Lao PDR the
process of localizing the Paris Declaration haslzetive and has created the
Vientiane Declaration and the Country Action PI@AP). Later a section about
the role of the Round Table Meeting Meeting/Pro¢B3SM/RTP), which the
government is leading the aid coordination protlessugh this mechanism. A
detail coordination structure will be illustratedshow those agreements fit into

the aid coordination picture in Lao PDR.

Chapter three is about two different case studm@s fTimor Leste and Vietham.

The lessons from Vietnam are success, this isteeldecause the country has been
an important blue print for its aid coordinatiorofile. Lao PDR has always looked
at this country as role model because of polisaalilarities and act as the second
largest bilateral donor itself. On the other haFfidhor Leste has a completely
different context to learn. The research expegsrgained in Timor has been more
of a donor driven approach to aid coordinationisTéa country where it does not
have an agreement binding it to the Paris Dectaratnd the international aid

agencies lead the coordination processes.

Chapter four will investigate the field informatigathered during the in-country
visit. It will start with the historical backgrodrof how traditional development
projects were started, followed by the ODA statukaos, using statistical
information regarding grant and loan aid. Fromftakl research, a section on how
the Government of Laos coordinate aid in pracidgch includes the Sectoral
Working Groups (SWGs) and the coordination striecand the tools used by the
government. Then the OECD DAC Survey is examinBais is a survey to
analyze the progress of the Paris Declaration atcy level. Interviews of
development agencies in Laos with expatriatesitithtides donor agency like Sida,
the World Bank, the UN agencies, NGOs, etc and é&mahyzed. Lastly the status
of current aid coordination efforts pursued by gogernment is examined with

emphasis on how development agencies are involudheir contributions.



The last chapter is the conclusion with recommeadat The first section will
provide an overall summary of the thesis beforecien draws on comparative
lessons from the case studies by bringing togeteeother two case studies of
Vietnam and Timor Leste with Lao PDR. Then theoremendation section
summarizes the findings. Finally, the last sect®on how the thesis findings
might become lessons and how they relate to therstahding of aid coordination

in the overall development agenda.
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CHAPTER 2: AGREEMENTS FOR AID CORDINATION AND
EFFECTIVENESS

Introduction

This chapter examines a variety of sources relatdiae topic of aid coordination
and provides an overview of relevant work on thigi¢. The literature is mostly
recent and largely confined to institutional (rattitein academic) sources because
the aid effectiveness agenda is rather a new tofhe discussion covers literature
ranging from agreements to informal meeting docusjairafts of working papers,
meeting minutes and contracts and documents ihabdanguages from the Lao

government.

A broad definition of the term aid coordinationees to the planning and
integration by a recipient government of internadilbassistance from donor
partners into national development goals and sfiede Aid management refers to
the effective implementation of development prograes that are supported by
international assistance. Both processes inv@uage of coordination services and
require extensive national capacity from all ingtdns that are fully and partially
financed. Thus overall development managementsieede transparent,
participatory, efficient, equitable and follow thde of law all important

dimensions of sound governance (UNDP, 2007).

This chapter will include literature on how the eaffectiveness agenda has became
an important part of present development practiiestly the Millennium
Development Goals are examined to see why theyrgrertant and how they

relate to aid effectiveness. Next is a sectiothenParis Declaration that will

explain how that relates to Lao’s Coordination peciind why Laos is committed

to this. The next section is on the Vientiane Beation which is directed at how
the Paris Declaration is localized at a countrglevihen the Round Table Meeting
(RTM) is examined. This section will cover how fR&M is related to all of these

commitments and the role of the government stamat . pdhen follow a section on

11



the Sectoral Working Groups that is part of the Rimfyplementation group on the
aid agenda. The next section will point out somitegoes of these commitments
namely the; Paris Declarations, the Vientiane Datilan and the MDGs. That will

lead us to the conclusion for this chapter.

Millennium Development Goals (MDGSs)

The Millennium Development Goals are a global cotnrant set by many
countries, both developed and developing. Fac#unging world poverty levels,
many donors and recipient countries gathered teight goals for the year 2015.
These eight goals break down ili® quantifiable targets that are measured by 48
indicators. The MDGs therefore represent broadeagent on the goal of poverty
reduction. Setting key objectives for aid, theiptfecus aid delivery. The overall
MDGs include the following:

Goal 1 is to eradicate extreme poverty and hubgesetting a target in halving

proportion of people living on less than a dollatag and those who suffer from

hunger. Goal 2 is to achieve universal primarycationby setting high target to

ensure that all boys and girls complete primaryesth Goal 3 is to promote

gender equality and empower womerhe target set is to eliminate gender

disparities in primary and secondary educationgueddfly by 2005, and at all levels

by 2015. Goal 4 is to reduce child mortality setting a target to reduce by two

thirds the mortality rate among children under fiv&oal 5 is to improve maternal

healthtargeting to reduce by three quarters the matenoatality ratio. Goal 6 is
to combat HIV/AIDS, malaria and other diseadbe target halt and begin to

reverse the spread of HIV/AIDS by halting and begig to reverse the incidence

of malaria and other major diseaseSoal 7 is to ensure environmental

sustainabilitywith very intense targets. This target aims istegrate the
principles of sustainable development into couptijcies and programmes and
reverse loss of environmental resources. In addithe target is to reduce by half

the proportion of people without sustainable actessfe drinking water, as well

12



as achieve significant improvement in lives ofegtdt 100 million slum dwellers, by
2020. The last Goal 8, is to develop a Globalrieaship for Development

This is a donor driven approach set by many deeel@ountries. The idea is
ambitious to reduce world poverty significantlycadrdingly, with targets set for
the year 2015, the MDGs have been set as a prioritmany countries. The
importance of these goals requires an abundanieapicial support and many
developed country’s donors have pooled their aithénhope that poverty will be
alleviated. Since the year 2000 it has been nibtgickhere has been an enormous
increase in the amount of ODA in order to meetcin@ing deadline. For many
countries, 2015 seems a distant future that igcdlffto reach. Many reasons came
to be involved in the lack of government capaaityleveloping countries, lacking

the natural resources, limited financial suppavas;, natural disaster, etc.

Aid effectiveness is essential for the developnaémtoor countries. Since the
MDGs have been signed by many countries, moreteafésads to be made so that
the deadline of 2015 is to be met. The MDGs rédléow aid effectiveness is
important so that the distribution of funds carabhieved those Millennium Goals.
However, since the adoption of the MDGs many dgualent institutions and
donors still operate their aid programmes in theiginal forms inhibiting the

coordination effort of the local government.

The MDGs have been adopted in Lao PDR. The Umiitbns Development
Programme (UNDP) resident office in Vientiane hasrbthe leading agency for
Lao PDR and support the localization of the glatmaitract set by world leaders in
2000. The UNDP has been supporting the Lao Govention the localization and
has promoted a number of tools to measure whethes has been making progress
on the MDGs. The tools used for supporting thekvaor MDG commitments
includes the Common Country Assessment (CCA) wtethils the overall
development environment of Laos before draftingpteetical plans to achieve
localized MDGs goals (Government of Lao PDR & UNu@try Team, 2006). The

13



United Nations Development Framework (UNDAF) is o tool that outlines
how the MDGs could be met with coordinated contigns from the entire
development community. This as well is drawn fribv@ local development effort,
the National Growth and Poverty Eradication Strat@GPES) has been produced
by the Lao Government to set out the coming peoidtie country’s poverty

alleviation strategies.

Paris Declaration

The Paris Declaration was endorsed on March 2, B§GBany countries, including
hundreds of Ministers, Heads of Agencies, Senidic@fs, to commit to aid
delivery efforts though harmonization, alignmemtg ananagement of aid for better
results with a set of monitorable actions and iattics (World Bank, 2006). The
Paris Declaration goes beyond other agreementsasuttte consensus reached at
Rome in 2003 to what is now a practical blueprantdonors and developing
countries to monitor each other’s progressestrdngly commits donors to
increasing the impact of aid in reducing poventgréasing growth, building
capacity and accelerating achievement of the MDIGKs. a donor driven approach
in development that is organized by the rich menacbentries of the OECD. Itis
very much the focus of how development should lzdtadth from a donor’s

perspective.

The commitment for aid effectiveness includes a®sbrld Bank, 2007) for
developing country partners to exercise effecteaglership over their development
policies, strategies, and to coordinate developraetibns. Donor countries will
than plan their overall support after a recipiemirtry’s endorsed the Paris
Declaration. A survey was later carried out ea098 where only 56 countries
responded to be surveyed (OECD, 2008). See app#hftir detail agreements

including 12 indicators.
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Vientiane Declaration and Country Action Plan (CAP)

The Vientiane Declaration (The National Round Tdblecess, 2007) spelled out a
local commitment and decentralization on localmatf the actual Paris
Declaration. The government of Lao PDR and itsodqurartners in development
have taken actions to make aid more effective aststthe Lao government in
achieving the Millennium Development Goals. Thayd set long-term
development goal of exiting the status of leasettgped country by 2020. Laos
signed this Vientiane Declaration on November 2006ng the § Round Table
Process in Lao PDR. There were 22 countries agahaation partners and

afterwards two more countries joined the signasofiéailand and the Philippines).

Later a Country Action Plan (CAPyvas prepared between February and May 2007
to accompany the Vientiane Declarations. The me&sothe CAP is to detail

implementable actions for the six indicators tapproached at a country level.

The Vientiane Declaration reflects a mutual accahitity and respect for the
ambitious structure of the Paris Declaration. Hesvehe Declaration does not
constitute a legally binding commitment betweenegoments and agencies. They
are another step in making aid work at a countrgllevhich the Lao government
will make available appropriate resources, knowéedgd capacity to make the
Declaration effective. The five indicators of Owst@p Harmonization Alignment
Managing for Result and Accountability (OHARMA) atmimprove aid

effectiveness in five different areas:

1. Increased countr@®wnershipover policy and development plan,
implementation and aid coordination. This is imdhavith the National
Growth and Poverty Eradication Strategy (NGPES)%2P010 to integrate

with official development assistance mainstreanmipilag.

! See appendix 2 for full CAP for full country’s &t plan.
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2. BetterAlignmentof Development Partner's support to national pedicind
plans, and increased support to use the natiostdmsg. A single Project
Implementation Unit (PIUS) or Project Managemenit idMUs) for day-
to-day management and implementation of aid-findnprejects and
programmes. This will avoid the creation of paiaditructures so that it can
be fully integrated with the government.

3. Harmonizationinvolves taking simplificatiorf development partner's
procedures and activities.

4. Managing for Results order to ensure effective use of resources. Olia
will monitor actions.

5. Implementation is a responsibility of all signaés; and Government and
Development Partners will Bdutually Accountabléor reporting on

progress.

The Round Table Meeting/Process (RTM/RTP)

The Round Table Meeting (Ministry of Foreign Affai& UNDP, 2007) has been in
operation in Lao PDR since 1983 with the suppothefUnited Nations
Development Programme (UNDP). Until 1993 the nmgetvas focused on a tri-
annual meeting in Geneva and for the first tim2000 and is now organized
locally in the country. Rather than a three yeérative the local government has
made it a continuing dynamic process. The Rourielarocess (RTP) focuses on
strengthening national and sectoral aid coordinati@chanisms. The actual Round
Table Meetings (RTM) themselves being one compookatcomprehensive

approach to aid effectiveness.

The RTM objective is to facilitate the consolidatiof the Round Table Process so
that effective forms of aid integration, coordimatiand management are
established. It also requires building sustain&dxténical capacities for aid
coordination, integration and management in thentgu Through this, UNDP has

been supporting the Government in ensuring sufftaiesource mobilization.
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UNDP has been providing on going support to the Rib&tause it relates directly
to the United Nations Development Assistance Fraonkgoals of poverty
eradication. This is one part of the UNDP projéett aims to support the national
development goals including the Millennium Devel@mnGoals and the National
Growth and Poverty Eradication Strategy (NGPE$&helps the formulations of the
Vientiane Declaration and the Country Action Planaad effectiveness as

mentioned previously.

Below is an outline of the Round Table Processufé@.1). The nature of the
RTM is to meet on a three year basis which is & legel forum where high
ranking government representatives gather to dssdeselopment of Lao PDR.
The annual meeting was also organised to followvitlp development communities
on implementation of development agendas and paparof the next RTM

forum.

Figure 2.1 The Round Table Meeting Structure

RTM
3 year basis

Annual Round Table
Implementation Meetings

Sector Working Group Sector Working Group Sector Working Group
Meetings Meetings Meetings

(World Bank, 2007)

17




Sector Working Groups (SWGS)

Under the RTM, Lao PDR currently has 8 Sector Wagkiroups that bring
together representatives from government and dagencies, and NGOs. The
SWGs are forums to discuss and build consensug dewalopment priorities, and
to improve sectoral aid coordination and effectesnset out in the Vientiane
Declaration and the Country Action Plan. Undercbemmon framework of the
Round Table Process, these groups commit to LacdPidd#velopment efforts in the
areas of their expertise under the leadershipeo@bvernment of Lao PDR. These
groups are similarly known as a broader term, $aatiole-Approach (SWP) which
is implemented by sector as the SWGs in the cadeafus. It is a programme-
based operating at the level of an entire sectoutifh sector strategy as listed in
table 2.1 (OECD, 2006).

These groups were formed in June 2007 by the MynigtForeign Affairs at the
Round Table Information Meeting. The Departmenintérnational Cooperation
was located in the Ministry of Foreign Affairs whiaow currently the Committee
for Planning and Investment is the overall coortiitpagency of the SWGs

mechanism. The current groups are illustrated iolela.1(World Bank, 2007).

The RTM has always been a forum where governmandamall development
agencies to join and discuss development issudsafis. The MDGs is another
component that is coordinated within the RTM asl wilich discusses how the
MDGs could be achieved through this high level foruSince the Paris
commitment it has been added into the work of RTid eoordinated by the
government as one agenda, rather then having aasemgeration although they
are separate contracts. The MDGs and the Vienbaotaration are components of
the RTM but the differences between the Vientiaeel&ration and the RTM is that
the RTM acts as forum and it sets out criteriaO@A effectiveness. It is rather
difficult processes in practice because it folldivs objectives of RTM and donors

do not always support the agenda.
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Table 2.1 Sectoral Working Groups

Sector Working Group

Development Partner(s)

Chairing Ministry and Co-Ciagr

Health * Ministry of Health
* Japan
+ WHO
Education e Ministry of Education
* Australia/AusAID
* UNICEF
Infrastructure e Ministry of Communication,
Transport, Post and Constructio
* Japan
« ADB
Agriculture, Rural Development and * Ministry of Agriculture and
Natural Resource Management Forestry

* France/ADF
« Sweden/Sida

« ADB

Governance e Prime Minister’'s Office
(PACSA)

* Sweden/Sida

« UNDP
Macroeconomic Issues and Private e Committee for Planning and
Sector Development Investment

*  World Bank

* International Monetary Fund

Drug Prevention (Mini-Dublin)

* Lao National Commission for
Drug Control and Supervision
e Australia/AusAID

(World Bank, 2007)
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Critiques

There are many critiques around the Paris Dectarahiat focus on many
development practitioners, donors as well as renigithemselves. There are
several assumptions that the Declaration is futlyighed to support the developed
country’s policy towards aid distributions rathenleficiary countries. There has
been criticism that the Declaration is just anotignreement that won't fully support
aid just like the Rome Agreement, rather just aaottonor driven approach on the

development agenda.

It can be seen that the commitment to “country aimie” relies on donor
alignment with partner governments’ national depaient strategies. This
alignment is usually the result of highly unequad @onor-directed policy dialogue,
focusing on implementing World Bank/IMF-mandated/&ty Reduction Strategy
Papers (PRSPs). On the other hand the PRSP nfagused on the basis of
development policy that may not directly reflect iDGs. Perhaps it is not
supposed to be looking at minor details of hovhdidd be implemented. This
could be the reason why aid effectiveness effanbisentirely clear when it comes
down to localization at country level. In addititmthe term country ownership can
refer to a number of dimensions of the multidimenal relation-ship of the
domestic party. It can be defined as a ‘propeftgrogrammes, process, plans, or
strategic involving both a ‘domestic’ party (geribra nation state) and a foreign
party’ (Buiter, 2007 pg. 648). Due to this reasive, most important pillar of the

declaration has been misleading causing conflictiagis and interests.

Although agreements or declarations in generalegyaly binding, they lead to
many delays obtaining the signatures to be comdhitteplementation is more
difficult as more funds are needed to mobilizetfos new agenda while the MDGs
budget can be short for some countries. It isstl/to incorporate the aid

effectiveness agenda into the programmes but ictipesit is viewed as an
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independent or a new programme which runs pardbedevelopment programmes.

The process is timely and the development commulaigs not fully understand.

The declaration assumes that its reforms in thieetgland management of aid will
improve aid effectiveness in reaching poor peopteraobilizing them to address
their rights. Reform of current aid practices &Ny important. However, the
Declaration establishes no commitment to clearetargr mutually accountable
assessments of whether these specific reformsasililt in sustained progress in
reducing poverty (The Reality of Aid, 2007).

‘Harmonization’ another confusing term in additi@nownership. Eyben (2007)
refers to harmonization as a buzz word in develognmelustry. Donors try to have
common programmes and procedures, so that theeetsmeed to communicate
with only one single set of financing agencies.isTeads to a reduction in
transaction costs for recipient organizations bsedhey deal with only a single
interlocutor, instead of having to report sepayatelmany different donors.
However, while it is an attractive idea, as longlasors do not recognize and
address the issue of power in the aid relationgta@pnonization is likely to be
counter-productive in promoting locally initiateelsponses to development
challenges. The new orthodoxy points out thdwoalgh the Paris Declaration has
been agree, donors will still go about behind alodeors to agree what they want to
play before going into official coordination meagsm Harmonisaiton are being
practiced in aid-dependant countries that resuibdobeing a monopolistic
supplier. In addition to the national poverty stgy, behind this donors are still
lining up to influence recipients and act on bekalfepresent civil society. Eyben
simply summed up that harmonization becomes atgid®nor’s habits of

pretending that poverty is not about politics.

A personal interview from a New Zealand NGO hasight several additional
points of criticism. An interview with Ms. Rae an (previously the Director of
Council for International Development) highlighteelveral weaknesses of the Paris

Declaration. The Paris Declaration does not tak@ account the NGO'’s role within
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the aid effectiveness agenda. This involves takitig or no account of the role of
civil society in promoting aid effectiveness. Tihelle within sector groups with
donors and larger international agencies are minmeeause they offer smaller

resources.

She further outlined more detailed critiques offilie pillars in the Paris

Declaration as follows:

1. Ownership: this is rather confusing term. Rathantjust ‘ownership,’ the
preference would be to change the principle to ‘oenatic ownership”,
which would mean that development polices andeggras have been
planned in a participatory manner, in full constidta with all sectors.
Although PRSPs are drafted with national prioritiagractice there are still
conditionalities applied.

2. Alignment: the support for direct funding to devglg countries
government raises concerns that NGO's role in agreént would soon be
phased out.

3. Harmonization, this is the intention to reduce saction costs. Once again
there are concerns of civil society having a midiroke when Sector
Working Groups are formed. There could be onlyatsmgroups working
with government and leaving out the civil society.

4. Managing for Results: here these are concernsimdibators being too
mechanistic rather then covering the core valudspaimciples underlying
aid.

5. Mutual Accountability, many NGOs are not technieajanization and hold
contractual relationship in aid spending. Thereadse inequalities in donor
recipient relationships. Strengthening independestitutional monitoring
of donors against clear and enforceable benchnfiarkinor performance is

essential.
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Yet, despite these criticism the Paris Declaratias had much influence on
improving aid delivery in the health sector andvded lessons learned from the
implementation in human rights, environmental sustaility and gender quality
(Manning, 2007). The harmonization brings togetiemder equality and human
rights into the centre of the Paris Declaratione Tiealth sector has an enormous
increase in aid support becoming the major rectpreaid. Before the Paris
Declaration, health sector funds which target &&sce on specific diseases or sub-
sectors were not well aligned with government jitis and holistic health systems’

approaches were insufficiently funded.

A strategy review on effective aid management leentgone to provide lessons and
achieve development results. Lessons at the &ragkgies are (OECD, 2007): i)
To find the appropriate legal and political foundatthat is to obtain the clarity at
the highest political level on the national aim pidgramme, due to involving
multiple relationships. ii) To manage competingjoral interests by avoiding
short-term pressures jeopardizing long-term commtarest in effective
development, such as trade, political relationsbipsecurity. iii) To achieve
greater policy coherence for development by settiagr mandate and establish
mechanisms to ensure policies are assessed foirtipegict on poor countries. iv)
Invest in delivering, measuring and communicatesuits of aid-financed activity.
v) Identify a leadership and structure that wohexice countries do not have to
follow same localization structure of the Paris Reation. vi) Rationalize bilateral
aid structures to facilitate coherent action atntpulevel by dealing with
institutional dispersion. vii) Manage contributto multilateral institutions and
viii) decentralize management to the field. Lessooncerning management of
delivery are: ix) To manage the scale-up of devalemt aid. x) Maintain a focused
approach towards countries and sectors and xi) Beipd performance-based
management, evaluation and quality control andylag) Make human resource

management a priority.
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Conclusion

Aid in large amounts can damage governance and arakeonomy uncompetitive.
In countries that received more aid, exportableigtdes systematically
underperformed (Subramanian, 2007). Foreign aichedp key economic reforms
take root in developing countries, but only if pent government and their people
broadly support the need for change. Without sieetry ownership, imposing
donor’s conditionality is unlikely to make poor ctties adopt reforms which are
opposed (World Bank, 2001). Without country-owhgyf national development
strategy, even the most generous and well-inteagkedackages will have little or
no impact in improving the quality of people’s lszeThis is why country ownership
is at the heart of the Poverty Reduction Stratemyel’s process and the Paris

Declaration where poor countries devise their oaciad and economic priorities.

Despite the critiques of the aid effectiveness,Rags Declaration is an important
step in making aid beneficial. It is not just @meement on its own but is aligned to
other agreements such as the MDGs, the Rome agneanetlocalization such as in
the Vientiane Declaration. These agreements foctmain, connected to one another
for the overall purpose of poverty alleviationThis chapter then provided a
background for understanding the importance otape of “Effectiveness of Aid
Coordination.” It can be seen that the Paris &ation is actually a clearer step in
making for better aid delivery. The developmemnhauunities are recognizing that

that it is everyone’s responsibility to make aidreneffective.
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CHAPTER 3: LESSONS FROM VIETNAM AND TIMOR LESTE

Introduction

This chapter will detail lessons for the aid effeehess agenda from two countries,
case studies of Vietham and Timor Leste. Vietnaslteen selected as a case
simply because it has been an important templatén&improvement of aid
effectiveness in other nations in the region. B&R and Vietham have the model
for Laos to be learnt. Thus both of the counthiage political similarities and

Vietnam has always been a good model.

While Timor Leste is different from Lao PDR, inttes of context, political situation
and its aid coordination model, it offers some im@ot lessons from a different
environment. The lessons to be learnt from int&nal agencies based in Timor
Leste are essential. It shows that it is notgustatter of government taking
ownership in the aid effectiveness agenda butlasothe international

development community can work together for goaddalivery outcomes.

This chapter will illustrate how aid coordinatienpursued in both ways. The
Vietnam section will examine how the Paris Declarats localized at the country
level, and analyse how the overall aid effectiveraggenda is organized. It will be
shown why many international development agen@esmmend that Vietnam is an

example for region to follow.
Timor Leste will be looked at drawing from practieaperience during the research

period in Dili and experienced working with thegarmissions of the UN body in

the country.
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Vietham

Before the Paris Declaration, UN agencies werg falfolve with the Viethamese
government in coordinating aid. A good partnerdtap been illustrated since 1993
with improved aid management. Vietnam has undexgoremarkable transition
from a closed economy oriented toward the formest Béoc countries to a market
economy with rapidly growing trade and aid relasioips with its Asian neighbours
and Western donors. The growing influx of foreigipital, both private investment
and Official Development Assistance (ODA), has bdlfuel high rates of economic
growth but also created a series of challengeth®ogovernment. In the past several
years, the government has taken a series of siegigehgthen its ability to define
priorities for development assistance, coordinateod support, and manage aid

more effectively.

Since the Paris Declaration, the Vietnamese govenhimas realized that
localization of this agreement is essential. Thm® Minister’'s Decree on the
issuance of the regulation on the management aliwhtion of aid from
international non-governmental organizations hanleffective since April 26,
2001. This resulted in the Ministry of Planningldnvestment (MPI) and Ministry
of Finance (MOF) becoming the sole aid coordinafSixcialist Republic of
Vietnam, 2001) MOF has the role of organizing pubklkpenditures and managing

budgets while MPI has had the overall role in adrdination and management.

The Ministry of Planning and Investment has a dipant which is responsible for
aid coordination. MPI helped to establish the fathip Group on Aid
Effectiveness (PGAE) and is a core member of thierids of the Co-Chair’ group
who produced the Hanoi Core Statement (HCS) whictsists of representative of
government and donors. PGAE act as a forum faneeship groups and donor
groupings and provides frequent opportunities scuks and monitor

implementation of the HCS.
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Although the Task Force that is the PGAE for afé&fveness working group is
organized, it has a weakness in practical use Iseddwe concept of it is lost. The
HCS spells out in the local context the implicati@i the Paris Declaration. The
success factors resulted from strong leadershipeoYietnamese government, a
continuous effort to ensure that the donor commyuotmmit on the agenda with a
balance of a competent group of visionaries arateggic thinkers. This is important
because, if these involving representatives ddawé the right capacity to be
involved in the aid coordination agenda, it is kely that coordination process will
be successful. The PGAE continue dominating tbegsses in aid effectiveness
agenda in Vietnam and putting the Hanoi Core Statgsinto implementations.
The Hanoi Core Statement became effective dh@&tember 2005. Vietnam
became the first partner country in the world tal@e the Paris Declaration on Aid

Effectiveness in the Viethamese Context.

The Hanoi Core Statements centres on the followngeiples which include 14
indicators and targets that have been agreed b@akernment and the donors.
These indicators are used to monitor the progresigeed in improving aid

effectiveness in summary (Ministry of Planning &é&stment, 2005).

1. Ownership; The government is the leader and owhttreodevelopment
agenda.

2. Alignment; Donors use government plans and govemsystems.

3. Harmonization; Donors and government harmonize waygkeliver aid.

4. Managing for Results; The government manages 8ultseand donors use
the government’s results framework where possibla¢asure success.

5. Mutual Accountability; donors and government shegeountability for aid
effectiveness.

In order to translate commitments into concretetras, the PGAE continues being
the focal point. The group meets on a monthlysasder the co-chair of the

Ministry of Planning and Investment with the Eurape&Commission. A baseline
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survey was conducted twice to measure progressdswaeeting the Hanoi Core

Statement and to compare data for accuracy.

To make the HCS practical the Vietnam Harmonizafiction Plan 2005-2006 (V-
HAP) was established to support the implementatibime V-HAP contains a large
number of activities to be implemented by a ranfiggowernment agencies and

donor.

Figure 3.1 below illustrates how ODA is distributaatce the process of Paris
Declaration is localized and implementation isioetli. The right-had column
shows how aid effectiveness agenda is localizedariwhile the ODA resources
(middle column) support Vietnam’s development agertidat is through a strategic
framework administered by the PRGS/CPRGS througitoat term plan of 5 year
Socio Economic Development Plan which complimelns1tO year Socio Economic
Development Plan (SEDP), illustrate in left haducoh.

Figure 3.1 Relationships between Vietham Developme& Aid Effectiveness
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Figure 3.2  Improving Aid Effectiveness to Support Wetnam’s Development
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The 10 high lights of the current status of Aiceetiveness in Vietham includes
(Ministry of Planning and Investment & UNDP, 200&)m adopting the HCS
which the government recognizes the Paris Highl ieram as one of global leader.
The SEDP detail sectoral and provincial plans wahsultation with donors. The
development of the ODA Strategic Framework has lolee®. An ongoing process
to strengthening the legal framework for publiceastment and ODA, including
drafting the Procurement and Public Investment Beand revising the
Environment Law. The Joint Government and donothe Public expenditure
Review was launched to create awareness, alonghégtiaunch of the Targeted
budget Support Programmes for Education for all@éas continuous promotion
for increasing number of donors joining the poveeguction support credit. This
common reporting system tool was successfully @idotThe problem-solving
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efforts have been undertaken by the inter-MiniatéFask force which is handled by
the PGAE.

Timor Leste

Unlike Vietnam or Laos, Timor Leste was not onehaf original signatories of the
Paris Declarations. Therefore their agenda doesnlmde any commitment to
localization of the Declaration. They also haw#féerent environment and
vulnerable political situation in comparison witther countries. A vulnerable
country like Timor Leste receives aid 3.6 billioisdollars of international
assistance between 1999-2006 (Norad, 2007) whexagaxity of ODA are for
emergency relief and long term state building é$foincluded in this, half of the
amount was made up from contributions from the Ubkions and the other half

was from 28 bilateral donors as well as multildtdenors.

The major challenge in working in Timor Leste is @ivailability of statistics. Many
development practitioners struggle to find indicatbecause of limited existence of
important documentations. This was one of thadiliffies in doing research in
Timor Leste during field research as much of tHermation was gathered from

face to face interviews and observations. Givirggdircumstances of being a young
and unstable political situation, it is difficuttrf Timor to get into coordination effort

to make their abundance of aid received effective.

The local aid environment is entirely dominateddeyelopment agencies
particularly the massive UN mission based in Diig capital city. There is limited
economic activity within the country and aid dontesathe economic growth.
Timor is chosen as a lesson to be learnt for amdination because it has

demonstrated good joint aid delivery within the elepment community.

Financial assistance is not the only aspect oOé portfolio. The international

community has provided more then the real valuees€ are combined packages of
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military and police force support, UN missions frénansition mission to current

state building mission, and humanitarian techrésaistance (Norad, 2007).

During the research period of this thesis in Mayy J2007, COMPACT (personal
communications, May 27th) was the only mechanisgotrdinate how a
development community comes together and talk ath@ubeeds for the country
and what donors can do to meet such requestschiglenge was working with a
transition government that could mean any decisimade in that day would later
not have future values. At the time, there wergaing presidential elections which
later followed by parliament elections. This pgsald the local situation and many
government officers were conscious in making deosi The COMPACT meeting
consists of officers from government and developragencies and representative
of civil society and head of local communities.th&lugh the outcomes of the

meeting held were not effective, given that is wesfirst coordination initiative.

The unique development practices from Timor Lesteathe development
community coordinate aid within themselves. Beeafghe transition situation and
that the country is still in a weak position todegevelopment agenda. The donor
community has approached aid coordination amohgshselves. Within the UN
missions and UN agencies there are coordinatidmmihemselves, while other
donors and the rest of the community try to congetioer and work on joint

programmes in order to share the limited availa#$®urces that the country has.

Following the post conflict reconstruction, manyerral partners particularly
bilateral donors such as Japan, Norway, US, Auateald international banks
(World Bank, ADB) have moved towards establishiqg@sence in the country and
have geared toward long term day-to-day engagemémder the previous
government leadership, external partners have stggpthe development in
National Development Plan (NDP). Most of the depehtent agencies are aligning
their assistance with the NDP. The World Bank’'sif@toy Assistance Strategy
(CAS) for FY06-FYO08 includes a result frameworkstgoport NDP implementation
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and supports all development partners (Developi@ateway, 2006). This became
an agreement obtained by both development paramelshe Government of Timor
Leste. A joint trust fund was created (Trust FimdEast Timor) in 1999 to support
the reconstruction and development activities. Wald Bank has been playing
the central role in supporting the government ipacity development, coordinating
all partnerships within the country. For Analyéied Sector Work in reconstructing
Timor Leste several major donors created Joint #ssent Mission (JAM) to
identify the priorities for Macro economic developmh. This is a great example of
effective aid practice, namely having agencies jogether with one objective and

contribute each specialized resources into onergnoge or project.

Many development agencies understand that in dodechieve the Millennium
Development Goals (MDGSs), their development prasticeed change to improve
development practices and expedite the effort of34D UN agencies ‘programmes
have been jointly organized through channels oflifogy, with one objective. Many
of their specialized agencies do not have indepgmatejects and have moved to
new programmes with join initiatives. Even fundiag efforts have been jointly
organized which is much different from UN agendrekaos. The UN Trust Fund
for Human Security (UNTFHS) was a great examplpiot effort in Timor, where
UN agencies got together and have designed a pnogeaand propose a one off
financial support to the Japanese donor. Thisitastanaged and led by a unit
called Poverty Reductions Unit, within UNDP. Thisw proposed project also
involves many agencies through combined resoucceglore how human security
could be addressed in Timor Leste. That inclueéesos management team
representatives from: UNICEF, World Food ProgramihdDP and UN Habitat.
The project will be involving several activitiesiging from, micro-finance support
by UNDP, WFP will support children and family faxdd security, while UNICEF
overlooks at child health care and UN Habitat cxakk are provide homes for

families who were internally displaced during th&ernal crises.

33



Although Timor Leste is a young country, many ctradjes lie ahead for its people.
The development community has set a great exampl®iking together in one
common agenda. It realized that the local goventmeeded to improve local
capacity to manage aid. Nonetheless, developngamicées have been working
together in joint programs and projects to enstfieient output. By doing so it
allows for development agencies to realize theeruractivities within the country
and avoid project duplications. They rely on watktogether in order to come up
with non existing recorded statistics. This is Itlest development partnership
displayed in which other countries could learn froRmom personal work
experience in Laos, much of the development comiygiplicates one another’s
projects simply because of poor communication ackl bf awareness. With
lessons learnt from both countries Vietnam and Tibeste, Laos could look at
their model or practices for better aid deliveihis is relevant for both developing

country governments and applies well to developragencies.
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CHAPTER 4: THE AID COORDINATION SYSTEM IN THE
LAO PEOPLE’S DEMOCRACTIC REPUBLIC

Introduction

Lao PDR has been dependant on Overseas Develogwssiatance (ODA) for
many years, particularly in public sector developmeSince the open door policy
on the market economy, Laos have been influencetégutside world and
development. Large amounts of ODA have been redddy Laos with many

development projects now in operation.

Over the past years, ODA had no coordination mdasham Laos and development
agencies operated independently using their owmtedjues, policies, and practices.
In cases where an agency that would like to hg®ject in Laos, it would have to
draft a proposal to the International Developmenod@zration (DIC) office and
agreements would be signed by its representatidersngovernment only than
would a the project would be approved for operati®here are cases where
projects can start its’ operations without agreenoéthe Memorandum of
Understanding (MOU) being signed. This was becat@iggefficient and lengthy

approval processes.

Many development institutions would make their greins and execute their
projects with joint government partnership. The itaring and evaluations are done
by agencies themselves and reports are submittgaveErnment for filing.

However this has lead the development communibettost in communications

and project duplications. This wasted time andueses which resulted inefficient
use of aid. Although DIC has the mandate to coategi ODA movements, the
constraints are in internal funding to operatedberdination processes, let alone the

capacity of government officers.

There are incidences where active internationatldgwment institutions have

brought the development community together to glewawareness of their
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activities and share knowledge. Yet, the develogrimalustry is too large to control
let alone the issue of agencies’ interests. Amrdmations seemed to be wasting
time and development agencies have their own bgnaiandates. From personal
experiences, agencies like the UN have poor inteeramunication amongst

themselves.

For this reason, aid coordination is essentialis €hapter will start with an
overview of how the ODA "was implemented beforeRaeis Declaration, which
has discussed above. The following section witbduce the current ODA
statistics and introduce the government policy idrcaordination status, followed
by the effort of the Lao government on aid coortioraagenda. The fourth section
will cover how the aid coordination is done in giree from the field research,
covering aid coordination in practices. The fg#rction will examine the Sectoral
Working Groups (SWGSs) that is one component oRfA& and introduce the
overall structure of the aid coordination systerhao PDR. This will document
current results of how coordination is adjustearfi®WGs proposed structure for
aid systems that need improvement. Effective altvery and coordination are
being implemented through the SWGs. Later, a@ecn the evolution of current
coordination system and follow by a section on@#CD DAC survey. The
international development agencies section willdyresults from the interviews
gathered by many expatriates working in Laos. liadte conclusion section will

summarize the current status of the air coordinadigenda in Laos.

Current ODA

Foreign aid is extremely important to the Lao PBRancing 87 percent of the
capital expenditure budget and 41 percent of thee@unent's total public
expenditure in 2005/06 (Committee for Planning &dstment, 2007). The Lao
government issued a Decree for ODA distributiohs @rime Minister's Decree on
the Management and Use of ODA No. 1467/MOFA/DICNe&ch, 2006). ODA

inflows have doubled since 1996. Table one ilatss how ODA is incorporated
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into the national expenditure plan of the Lao gawsent. These gradual inflows of
aid has signal for aid coordination needs and manig. The majority of ODA is
grant aid from bilateral donors at 141.09 millio® dollars, while international
financial institutions offer loans of 126.71 milidJS dollars, in additions to other
donors. ODA loans are short and long term whichdidigations to be paid back to
loaned institutions. Multilateral donors offer gigrant aid, totaled $42.86 million
US dollars.

Table 4.1: Public Expenditure, Public Investment lPogramme and ODA:
1999/00 to 2005/06

US$ Million

Item 1999/00| 2000/01| 2001/02| 2002/03 | 2003/04 | 2004/05 | 2005/06 | 2006/07

Actual Actual Actual Actual Actual Actual | Actual Panned
Total 341 406 330 438 354 514 682 792
Expenditure
Current 106 162 138 167 199 248 362 456
expenditure
Capital 235 245 192 271 155 266 320 336
investment
(PIP)
Of which:
-ODA 171 147 93 165 96 177 278 284
-Domestic 63 98 99 106 59 89 42 52
PIP/Total 69 60 58 62 44 52 47 42
expenditure
ODA/PIP(%)| 73 60 48 61 62 67 87 85
ODA/Total 50 36 28 38 27 34 41 36
Expenditure
(%)

(Committee for Planning and Investment, 2007)

There are criticisms of bilateral aid being the tmam-transparent form of foreign
aid, let alone tied. The Paris Declaration isdhernative solution to tied aid. Table
4.2 shows commitment for ODA to Laos, the figuresgradually adjusted
according to real disbursed amounts. There areecna over the promised amount
to be delivered to Laos and the actual dispersesliatnsee table 4.3. Many loan
agencies still use conditionalities in the amourdid to be promised. However,

there are certain development agencies that arelgmg with the national plans.
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Table 4.2: ODA Agreements Signed During Financia¥ear 2005/2006

US$ Million
Institutions Grants Loans Total %
Bilateral 141.09 83.72 224.81 54
International 24.80 126.71 151.51 36
Financial
Institutions
UN organization 31.06 0.00 31.06 7
European Union 9.63 0.00 9.63 2
Mekong River 2.17 0.00 2.17 1
Commission
Total 208.75 210.43 419.18 100
% 50 50 100

(Committee for Planning and Investment, 2007)

The highly concentrated sector are the transpotbsedevelopment administration
and education accounting at about $US 50 milli@eaose of poor road condition
and infrastructure building is essential for pot@nnharkets and investments. Mean
while the least concentrated sector are domesitilefrbecause Lao products are yet
to be competitive in the international market. Mwé the commaodities are
imported from neighboring countries, Thailand, ¥ieaen and China (World Bank,
2007).

Table 4.3: Total ODA Disbursement by Sector, 20066

Sector 2004/ 05 2005 /06
US$ Million % US$ Million %
Transport 55.99 15 91.47 19.53
Energy 22.25 6 75.27 16.07
Development 56.91 15 53.94 11.52
Administration
Social 37.31 10 53.21 11.36
Development
Education & 52.76 14 51.34 10.96
Resources
Development
Area and Rural 43.52 12 49.08 10.48
Development
Health 33.72 9 36.55 7.80
Agriculture, 29.28 8 29.94 6.39
Forestry &
Irrigation

38



Natural Resource$ 4.42 1 8.21 1.75
Disaster 9.42 3 7.74 1.65
Prepardness
Economic 9.17 2 6.14 1.31
Management
Communication 15.61 4 5.41 1.16
Domestic Trade 0.96 0.3 0.10 0.02
Total: 371.32 100 468.39 100

(Committee for Planning and Investment, 2007)

Japan have always been Lao’s largest bilateralrdondhe past 4 years, offering
aid at $US 62.18 million n 2006. Vietnam and CHiaae been actively supporting
the Lao government on aid. In Chapter 3, Vietnaas noted as a recipient,
however it is the second largest bilateral donotfws assisting at $24.86 million.
Laos has been Vietnam’s market for their goods watimpetitive prices on
commodities in comparison to Thailand and Chine@wNealand contributes about
$1.7 million dollars which mostly supports the teur sector (personal

communication, 20 December 2007).

Table 4.4: Bilateral ODA Disbursement by Source (6untry), 2005/06

Country US$ Million %
Japan 62.18 27.83
Vietnam 24.86 11.13
China 21.16 9.47
Sweden 19.79 8.86
Thailand 18.78 8.41
France 17.68 7.91
Australia 17.18 7.69
Norway 14.70 6.58
Germany 6.26 2.80
Luxembourg 6.26 2.80
Korea, Republic 5.88 2.63
Belgium 5.26 2.35
New Zealand 1.78 0.86
Finland 1.68 0.75
Total 223.45 100

(Committee for Planning and Investment, 2007)
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It is important to improve aid because the Lao govent has presented a range of
priorities in the NGPES, 2006-2010. It is intendeduide progress towards the
country’s development goals which takes a consideramount of resources that
the government is able to mobilize. External daasie is a must both financially

and technically in order to achieve those set goals

Effort of Government of Lao PDR

The government of Laos has given the role for amrdination to the Department of
International Cooperation placed in the Committegeestment of Planning which
is equivalent to the Ministry level of delegationBhis department has divided into
five different Divisions: UN agenciésAsia and Pacifit; Europe and Ameriéa
International Financial Institutionsnd Monitoring Division. Each division
manages aid in accordance to the donor’s geogra@dbations. The monitoring
section has the overall role in keeping track bO&A inflows into Laos as well

monitor the operations and implementations of attliw Lao PDR.

The Round Table Process (RTP), or the Round Takletiligs (RTM) is a process
led by the Government of Lao PDR in The CommittaeFlanning and Investment
(CPI) which the Department of International Coofieracoordinates the Round
Table Process. It receives guidance from the NatiBteering Committee which is
chaired by the Prime Minister. The Round Table Bsads in partial supports
financially and technically by the UNDP (The Nat@bfiRound Table Process, 2007).
Although there are unclear policies on how to thste aid, the government has
based their poverty reductions effort by usingifymeaid, and setting the national
priorities in the National Growth and Poverty Hcadion Strategy (NGPES).

2 UNDP, UNICEF, World Food Programme, UNFPA, etc

% Mostly consists of bilateral donors from Asia dParific regions such as, Japan, China, Vietnam,
etc.

* Consists of donors from Europe and United StaFegpopean Union countries, etc.

® The World Bank, Asian Development Banks, JapaBesis, etc
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DIC uses tools for guidance in the ODA coordinasgatem that consists of: Part |
the National Growth and Poverty Eradication Strateghe NGPES as mentioned
earlier acts a strategy paper of the governmerthfonext 5 years plans with focus
in poverty reduction. It became the focal pointwiere ODA should be spent and
how it can contribute to the overall governmentorat! budgets. It outlined various
parts. Part one focuses on the national growthpandrty eradication strategy.
Setting goals and priorities and enabling environinfier growth and development.
This includes the role of government and governasgiges. The government
focuses on the NGPES’ operational framework oficadfure and forestry
development, education and health, infrastructesreeibpment, just to name a few.
Rural and poor district has been appointed to baeded by using the Thammasat
ways of development, this means the natural wadewg€lopment without using too
many westernized concepts. Mobilization of reseswill come from ODA and

government inputs.

Part Il of NGPES overlooks at poverty assessmebaPDR. The NGPES also
assess the poverty situation of Laos in order tkenpdans to reduce it. Analysis of
the cause and the outcomes and possible effectyitr@ave once development has
been implemented. Part Il focuses on the streamgiiy in the overall environment
for sustainable growth and development. Partugtrsees the national sector plans
to promote sustainable growth and poverty eradioatihile part V is looking for

ways to mobilize and allocate resources to matcth autlined priorities.

The second tool for ODA coordination use is thealdzise system or called ACMS.
The monitoring system is managed by Monitoring Bmdluation Division of the
department in the DIC. The system is piloted limte ministries and two major
provinces. Although in theory it is piloted inteetprovinces, in practice it is still far
from being effective. The information is providedsed upon project managers,
which are government officers. The project managell need to complete two
forms of: (a). Project Work Plan (PWP) and (b) Bveject Implementation Report
(PIR). These are developed into what is calledNG#&IS database system. The
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two tools for monitoring information are also drafwom the Public Investment Plan
(PIP). PIP is government budget which represepg¢editure programme which
ODA'’s accumulates on average four-fifths of totational expenditures. Table 4.1
shows enormous contributions and plays an importdetin relation overall public

expenditures and PIP.

UNDP has been providing support in the terms dinezal assistance and financial
resources through the RTM project to develop théA&Qlatabase. The information
on (c) Project Information Sheet (PIS) is extraatedctly from ODA grant and loan
agreements by the staff of this division. Thiomifation is kept in the ACSM
database system which is shared with other depatsnoé General Planning in

order to facilitate the preparation of the Annua® and Budgets. Thus monitoring
and evaluation on aid effectiveness consists af thtee different instruments

mentioned above.

Coordination in Practice

From Chapter two’s literature review on agreeméais Paris Declaration to
Vientiane Declaration which is distracted by TheuRd Table Process. The Round
Table Meeting has mandate to support the Vientideaaration which is a step up
towards aid effectiveness effort. Later a Coustesion Plan (CAP) was published
for implementation purpose in more practical ddtaged upon the Vientiane

Declaration.

A detail document of the Vientiane Declaration (&pgdix I) and CAP (Appendix

II) are attached at the end of this thesis. Débadlization is similar to the Paris
Declarations and the Hanoi Core Statements memtitsoen chapter 3. This
similarity has been illustrated for comparison mags only because of the vital role

Vietnam plays has much influence in the Lao develet.
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RTM in practice is rather more scattered and unuega. The official structure
from chapter two of the RTM does not contain otir@ups that coordinates
amongst themselves. They are informal groups aysd in figure 4.2 at the last
page of this chapteThese groups were formed previously to the strecimd do
not require to be abolished. They meet informadiynout much involvement of the
official groups within the structure in figure arichapter 2. It illustrates an
informal structure of the Round Table Meeting tinatudes SWG and other
coordination. The informal groups consist of (SW&307):

1. Avian Influenza

2. Public Expenditure Management Strengthening PrograufPEMSP)

3. Poverty Reduction Support Operation (PRSO)

4. Three Sub Groups from the SWG of Agricultural, Riravelopment &
Natural Resources Management

5. Mini —Dublin that stems from SWG'’s Drug Prevention

6. Others, MDTF (forthcoming)

Sectoral Working Groups (SWGSs)

The SWGs structure in chapter two were very foramal left out informal groups as
mentioned above. There are still concerns oveSiW&s on how well is it working
and how can it be strengthened. The findings andmmendations for the current
system are not meeting the needs of either goverhongartners. It reflected in
very small numbers of SWGs meetings that have By tiaken place over the past
12 months. The line ministries were dissatisfietha “blue print” approached, due
to the lack of understanding of the potential beseff the vigorous SWGs. In
addition, to the lack of ad hoc technical suppaakes it difficult for Chair

Ministries to organize SWGs work.

The recommendations from the Review of the SWGshdeism have proposed the

followings: 1.Reinforcement of Ownership of SWGdritrease the ratio of
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technical to political level meetings. 3. Integrather ad hoc groups (informal
groups) and to strengthened SWGs Mechanism. 4iRigtihe eight groups that is
the necessity of the SWGs for energy and mininige rEview of continuous effort
to improve SWGs, it continues to recommends 5. [@ofg roles and
responsibilities of SWGs. That includes the linksgn the NGPES and the
subgroups that stems from the SWGs. While mososestill needs improvement
in medium term strategy and its policy. The CAH @DA tracking still lack
standard reliable data and development of a cgpdeitelopment framework. 6.
The commitment to capacity development is crittoatffective SWGs, there are
still evidence of donor driven approach in the depment community. Agendas
are still not very well shared and require muchresacial support. 7. Reinforcing
linkages between SWGs and the Round Table Process.

The current status of implementation for sectougsoare; The Ministry of
Education and Ministry of Transport. They haveatty planned what they want to
do for the coming years and what they want to de.n®he Ministries are leading
the implementation however the problem now is thatdonors are not giving up
their agenda and the issues of ownership are Y& tesolves. The donors are still
using their usual ways of aid delivery, which arknie with their own mandates and
their own foreign aid policies. The usual way w©f delivery would be that the
donor would approach government and advise a gieeind of 4 to 5 years plan
and implementation would be set up and lead tae.pDonors would have full
control of the financial role, administration anffieo technical expertise. They

would deliver these programmes and then leave thregects behind.

Evolution of Current Coordination System

The overall structure in figure 4.1, illustrates thverall system of how aid is being
coordinated in Laos from the government side aoohfthe donor’s initialization.

The left had side of the figure illustrates atithternational level what the donors

are doing and their initiative for countries toibeolved. From the high level forum
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in Rome in 2003 at a global level and followed bg Luangprabang meeting in
February 2005 from the government effort to coaatbraid. That was left behind
by the time the Paris Declaration was announceédarch 2%, 2005. Notice there
are no direct linkages to the government thatgpldiyed on the right hand side of
figure 4.1.

The right hand side of this figure however displthyesrole of the Lao government
and the involving entities. As mentioned, the Dik&s 3 different instruments to
monitor progress and NGPES for guidance to maniageTdne RTM November

2006 works in 3 tiers at the working level afteekiiane Declaration.

The working level starts at;

1. Secretariat — this group has the role in draftifigial documents; composed
by UNDP, EC, DIC, CPI, and Ministry of Finance.

2. Task force — this group will technically discuse thraft and propose changes
(amendments) which was the government side, DIC a8& 4 ministries

including all Donors however in practice Japan, \KBstralia, EC, France.

3. High level forum — meeting at ambassador lewgioup started process

endorsing process, and endorse the action plan whes finalized.

The coordination structure has left out severalartgmt issues on the aid
effectiveness agenda. The coordination mechangadit out the provincial

aspect, because the structure is too centralidette most development projects are
done in the provinces, the government does not aakear plan on how to
coordinate aid at provincial level. This is also the reason that localization is still

new and the system is not yet entirely in placker€ is limited capacity at the
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Figure 4.1: Aid Coordination in Lao
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provincial level with the local government offisgefunding for training to monitor
projects or even managing development projectsliseme distance away.

OECD DAC Survey

The OECD DAC Survey (OECD/DAC, 2007) forms partshef monitoring tool for
overall aid effectiveness effort of the Paris Deai@n. The Ministry of Foreign
Affairs has published a monitoring report that t@ogurvey period of 12 months,
October 2005-September 2006. The purpose of timeyg was to monitor aid
effectiveness at local level to reflect the gldeakl on aid effectiveness progresses.
This is different from the Lao government monitgrsystem. The DIC was
previously based in the Ministry of Foreign AffMOFA) for the monitoring

period however it was later relocated, and is nawently back to the Committee

for Planning and Investment (CPI). This causedhmeeded information to be

missing and results were not too impressive.

During the Survey, many of the respondents expdetbsar views on the different
guestions and the difficulties they were experiegén answering them. The main

concerns were:

1. Time consuming task: many development partneasf at country offices is
limited and specialized teams who were able to carsufficient time and
the survey was not a priority. Furthermore, theas a lengthy progress in
deriving data from head quarters.

2. Ambiguity of several of the terms used in the syrgaestions.

3. Absence of data: results gathered from the suaveynostly estimates as
many agencies do not keep data filed. Such asans® Laos.

4. Many agencies still use their own reporting syst&Some partners
emphasized that many records are not very well ikeg¢tail and resulted a
rough estimation.
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Many recommendations were provided in order to medqyood results preparations
for the next OECD DAC monitoring survey. HoweMeecause the process became
to be too complex and time consuming for develogmartners which involves too
many documents. There were many repeating qussto be answered from the
indicators questions of which some were alreadyaeded to from the Task Force
documents. There were many terminologies, confusieh as missions, technical
cooperation, country analytic work, etc. Therefitre interpretations became
unclear when translated in to the Lao languagespiethe low priority of the
Survey many indicators (monitoring indicators ie thurvey) are used as several
benchmarks for the aid effectiveness Action Plashwaifl be a primary source to
assess the targets. Very few respondents progdeaiitative comments and many
did not respond to the Survey. This would jeopsedhe completeness and

accuracy of the ODA picture in the country.

After the Paris Declaration, an effort was taketotalize at country level. The
Vientiane Declaration was born and the Country drctlan was established
between February and March 2007. The odd thingtahds was that the OECD
DAC was carried out before the actual processadlining the Paris Declaration
was finished. In addition to this, the survey tawsle year to finish compilation, and

the actual production of the report was submittechid 2007.

International Development Agencies

The following field research interviews were heldhanumerous international
development agencies namely; UNDP, World Banktdiéd donor such as Sida,
NGO (SNV), European Commission. The interview ¢joes are drafted around

the following questions.

1. What is the aid effectiveness agenda in Lao PDR ®e the involving

institutions?
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2. What is the local effort from international agerscesd donor
communities for aid effectiveness in Laos?
3. Does the local development community support tiallgovernment in

aid coordination?

The field research provided a real and practicggimt on how the aid effectiveness
agenda is organised in practice. Talking to peagie are involved with this
agenda revealed interesting outcomes. Althougte tivere challenges during field
work, it was politically sensitive and timing difilt. There were local festivals
which were followed by the national holiday and tia® government was hosting
FRACAPHONE Summit which nearly paralyzed most & #ctivities. The
government gave a lot of priority to large eventsoh triggers the closing of most
working offices in Laos. Understanding the locadtpcols is essential when

working with a very conservative government and talgres.

Field research interviews with various internaticagencies held surprising results.
The interviewees were mostly with large internagictevelopment organizations
based in Vientiane namely; The World Bank, UNDP Baodopean Commission.
However there were other smaller informal meetingk old colleagues from local

NGOs such as SNV and donor country representdtioes Sweden/Sida.

Aid effectiveness is rather a new agenda, as coatidn of aid confuses the
development community. From what has been gathdiradg interviews with
expatriates working in Lao PDR, the expatriatesrset® have a relative
understanding of what the components of aid coatdin are, meaning what the
government is trying to do. The issues are ndtvidiat the government can do to
coordinate aid, but what can international develepthcommunities do to support
those efforts. Although there are already example®mbined effort and projects,
the progress seems too slow and there are alwaysgous concerns of whether
the Lao government could meet several deadlingghbg signed up for, hence the

MDGs and the Paris Declarations.
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It is not just the matter of local government caaalthough UNDP has been
technically supporting the strengthening capaditfhe Lao government. The
problems are also the international competencptefmational expertise. Most of
the interviewees were young expatriates who haezddelegations from the
seniors or from their head quarters. The EU repriasive explained, that he agrees
with the local government and support governmentaioation effort. However,
the field staffs still have to consult with the Hgaarters let alone their policy for aid
delivery for Lao PDR. They have to work within dalines that are sometimes not
flexible and causes for process to slow down. déacddnber 2007, the EU held a
work shop on aid effectiveness, a prospective aprdacilitated by a so called
expert from the head quarter. A suggestion forl @ government to consider
changing from the current system as the EU fedingflly that they are proposing a
better approach. This matter was later raisedthgronterviewees that it caused so
much more confusion. There is already big gap eetithe head quarters and the

field offices (personal communication, Decembéf, 12007).

The EU representative later provided additionalaxgtion of the workshop that it
wanted Laos to have additional forum so that dguaknt community can come
together to discuss, a more practical approacidtoardination. Now a plan
encouraging for capacity development and have bgerg to support forum
meetings. The next step is to expedite aid effeotdgs project where there should
be a forum where development community can actaalkyabout actions plans and
monitor and sharing what has been done, who isgdeimat? Which targets could be
achieved? Good actions and target. Currentlyettseno follow up and monitoring.
The workshop eventually had little value of impata and the government
proceeded with the same plan. The WB expressédcthrecerns for development
agencies to not confuse the government more wélsystem because it is already a
difficult process.

The EU interviewee further added that the aid ¢iffecess agenda has always been

viewed as separate programme rather than incorpgnatthin the programme
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systems. Moving from small projects to generaldgaicdupports funding directly to
government budget and involve into bigger sectarkig group has always been

challenging.

The UN agency was rather different from the othé&rviews simply because of
their organizations operations is much larger andencomplex. Due to large
organizational existence, UN agencies particulaaye to coordinate within
themselves lead by the UNDP. The intervieweeesqad her concerns over task
allocations. There seems to be too many rotatorjebs. From her position, there
was a constant hand over of jobs which handleitheaordination support. This
action has caused delays for new staff to undetdtanentire picture of aid
coordination in Laos for effective support needexif DIC. This is one of the

classic examples of poor decision making from texdiragencies.

The interviewees agreed that there are uncleaoappes from the government in
having multiple meetings. This could be made eakthere is a centralized forum
and address issues once. This is to eliminatedparate discussions with different

agencies and donors and it will lower transactiost éor everyone.

Interviewees further expressed that the requiresnenimprove aid delivery starts
from having more government ownership by steppimgrdand setting clear
priorities. The country budget had been dependertid and experiencing a
comfortable situation for partner agencies as wieéNvas shown that it is much
wiser to move quickly into projects that are mdbinor projects, so that government
officers working in these projects could just hanze by not having multiple
reporting systems to different donors. Internalaevelopment community should
support government requests to clearly indicateainsparent manners from the
unclear priorities. There are changes seen idéoher communities but it can be
seen that donors don’t entirely understand it. hBxtrtners have limited capacity for

the agenda and need to improve on it.
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Conclusion

The initial assumption for effective aid is to haaféective aid coordination which is
the way for better aid delivery. My personal exgeces in the field and research
showed that it is not just a matter of good coation but much work to be done

with capacity development from development partiagic local government.

The aid effectiveness agenda for Laos started théHocal commitment of the
Vientiane Declaration. The United Nations DeveleptProgramme (UNDP) is
supporting the Department of International CoopenafDIC) of the Committee of
Planning and Investment (CPI) through the RoundélBbocess (project). This
project is looking to improve DIC’s capacity in edmating the Aid Effectiveness
agenda in Laos and to strengthen the ODA'’s infalonatacking system (World
Bank, 2007).

The current status of the aid effectiveness agérdaaos is still ongoing. The
World Bank is currently supporting Ministries oftiti¢ Health, Education,
Agriculture and Forestry and Transport in strengihg their approaches sector-
wide capacity development framework These frameworks are intended to
identify key capacity bottlenecks for the minis¢rie be able to deliver their
mandates. It will constitute a tool behind theelepment plans that should be

aligned with the country’s overall development plan

The Ministry of Finance is leading the Public Exgemre Management
Strengthening Programme in order to strengthempuidic expenditure system in
the Lao PDR. The program will shortly be upgrattedover the whole public
financial management agenda. This program wilt@tly supported by Multi-
donor trust fund which will be funded by the WoBdnk, The EC, SIDA and
AusAid.
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The DIC and the Ministry of Finance have been ptesigrants for the development
of theStandard Operating Procedures and Financial Manage®ent Manuals.
These documents will be used by government stagffamenting ODA-funded
projects and programmes which will provide a harineoh set of guidelines for

overall project management and financial management

There are still concerns with the current flawshie structure of the Lao aid
coordination system. Since the system has only besrganized and old plans had
to be left behind since the High Level Forum in RonThis has resulted in the Lao
government to redraw its plans and follow the cotrmmants of the Paris
Declarations. With the recent plans and CAP ha# loaitlined to implement the
Vientiane Declaration is in progress. Since thistill an early process, the Lao
government has been giving much attention to theierfcy in aid delivery and
actively leading the coordination process whileedlegment institutions are
adjusting their agencies to fit in with the curraid effectiveness agenda in Lao
PDR.
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Figure 4.2: Current Structure of the SWGs and Othe Coordination Fora

(SWGs, 2007)
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CHAPTER 5: RECOMMENDATIONS AND CONCLUSION

Summary Overview

This research sought to examine the linkages betgledal development
agreements (especially the Paris Declarationstamitllennium Development
Goals) and the Lao context (the Vientiane Declargtand see how these are
worked through to help achieve “effective aid cooation.” The Lao People’s
Democratic Republic provided the main case studylsivTimor Leste and Vietnam
provided additional lessons. Lao PDR was examiaedvestigate if an aid

coordination system exists and whether is has b#eative.

Chapterl outlined the aim of this research to itigate a working model on aid
coordination for Lao PDR with a focus of the coyigttODA status. Chapter 2
reviewed literature consisting of various agreemgntoviding the background from
development efforts in the aid effectiveness ageridas chapter outlined the Paris
Declaration, a localized version (the Vientiane [Beation), the MDGs and the Lao
aid effectiveness process organized through the&kdable Meeting system.
Chapter 3 provided lessons from the two case studlienor Leste and Vietnam.
Information from Timor Leste was gathered durireddiresearch in that country
whilst documentary analysis from Vietnam provides@del for countries to follow
because of their effective coordination profilehapter 4 presented data from field
research experiences in Laos, seeing the aid cwdioin agenda in practice and
gathering information from people who are involwedhe agenda. Outcomes of
what has been gathered has provided result whitgtt® back to the topic assuming
that “effective aid coordination” is the key to&gfive aid delivery. It has changed
the perspective because there were assumptionthénatis poor communication
within the aid industry and it just needs a goostamy to alleviate those issues,
expressed in chapter 1 under the rationale sectitmwever, there is much more to
be done to improve the aid industry both at gl@eal local levels.
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This final chapter addresses recommendations amdusions. The comparative
lessons section below will draw the three countiegether and illustrate how good
practices of aid coordination are evident in Tirheste and Vietnam. How those
cases could provide possible practices for Laostasautlined with
recommendations for what donors could considetis iBrfollowed by a section on
the regional aid coordination effort and the coduig section will attempt to look at

the topic of aid coordination from all angles ahdréng knowledge from this thesis.

Comparative Lessons

Vietnam has the advantage of having put its aidcéiffeness portfolio together
much faster than Laos. Laos only started theindgeecently and finalized their
work plans late in 2007. Much of the Lao agendbrsteds to be improved because
of local conditions. While Vietnam has a relativgbod balance of competent
people working on the agenda, Laos needs to impte/écal capacity. Funding
for training such as English language trainingpreprriting and basic specialized
trainings in order to support the coordination gffoom the central level are also
needed. That involves not just the local goverriaebility to coordinate aid, but
the development community’s willingness and comraitirto support the agenda

with the right capacity.

The development community seems confused and ratk in making good aid
practice work. The important aspect of Viethamiscessful model is that the
government has taken strong leadership within gveldpment community. The
success factors also involve pushing the developommmunity to cooperate with
the government’s agenda. Vietnam even has praliptans beside sectoral plans
and consulting with donors to align. This is ofighe components of aid delivery
that still needs improvement from the local Lao govnent situation. Although two
provinces have been identified to monitor the mitgethe capacity of provincial
governments lags far behind and coordination igcdit to implement. This is one
of the reasons why aid coordination is still dongrely at the central level. Thus,

in Laos, capacity still needs to be significanthproved.
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Vietnam is one of the first countries to get a hstadt with the localization of the
Paris Declaration. It became a model, particuleri$outh East Asia, for how
development communities in the region could coatdiraid effectively.

Accordingly, Laos has recently attempted to lo@atlzeir version of the Paris
Declaration, and the development community thesednawn on the Vietnamese aid
effectiveness agenda as a leading model. Both gesrre similar in terms of their
systems but Laos needs to catch up on more detafiecially decentralizing the
coordination and monitoring down to provincial leve

Timor Leste has particular characteristics in @gelopment efforts and draws much
attention to the role of development practitioneftie unique geographical location
as well as its history has led to a situation wigereernment capacity in severely
limited. Aid inflows are much higher in comparistanLaos and coordination is
essential. However, Timor Leste has a weak sttwisand, as a result, has to bring
civil society much more into its development agendapresent, Laos to be in a

rather similar situation but shows few signs ofalwing civil society effectively.

The Lao UN agencies have struggled to put joingmams together because they
have their own mandates to operate aid. Althobgly have been trying to move
from independent programmes to working togetherragabthemselves, it has been
really difficult for them to do so. Within UN ageles, they find it much more
difficult to coordinate aid and organize joint pragnmes, in comparison to UN
agencies in Timor Leste. Timor Leste has not iggtexd up for the Paris Declaration
and therefore, the government is little concernét lecalizing aid effectiveness.
However, the international is and development comitias have realized the
importance of coordination and they have takeragijoach through the
community themselves. With or without the governméhey have realized the
instability of the political situation and the netedtake actions for the people of
Timor Leste. They have moved into joint programmkisough their existence in
Timor has only been recent, since independenc898 {personal communication,
May 27", 2007).
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UN agencies in Laos often do not operate succegsflprojects and there are
concerns regarding power and the management sy&mause some UN agencies
operate their programmes from headquarters ratlarih country, such as United
Nations Conference for Trade And Development (UNO)AThey have their own
mandates and different funding systems that aferdiit from resident agencies.
Agencies like UNICEF have their own appear to openasystem as well, with
independent funds disbursement system and opadgpendently. Some smaller
UN agencies that are resident and some non resagenties had to incorporate
their funding mechanism into the UNDP system. Téisne of the reasons why
joint programmes are so difficult. The unusuaksifi UN agencies is the question
of why coordination works well in some countrieslarthers don’t when they are
basically the same type of organization. Due &séhproblems, aid coordination is
difficult when even the UN can’t coordinate its oagencies properly to work

together.

The lessons from both countries yield significaiffedences, yet both types of
governments and development partners agreed haettiarations are good
although the declaration were taken at higher lanelthey are difficult to
implement at ground level. There are concerns gstamaller agencies that they
do not have a place in development roles becagsectiuld lose recognition in

flagging the name of their agency and its contrdng into the pool funding system.

Recommendations

Recommendations can be made from this researchpimve aid delivery and
coordination in Laos. Firstly stronger program based approaishnecessary.
This can be done through four criteria that incluelgponding to government
priorities, implementation in partnership with selelonors to be involved and the
effort to strengthen the government system andgusie system. Secondly, a

sector-wide-approaclshould be implemented similar to the programnezta
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approach but applied to a concrete sector. Tiseteeiexample of the Sectoral
Working Groups that is currently ongoing but tilerganized at a Ministry level.
For example, the World Bank agency is helping &ppre for its first SWAP for the
Ministry of Communications Transport Post and Cargdton in the country.

Thirdly, adirect budget support systenregjuired. This is one component being
implemented which means ODA will go directly inteetgovernment budget. The
current example is the development of the Stan@gerating Procedures and
Financial Management Manuals which are being pezbao that ODA funding goes
into this system with transparency. The last ingrarsuggestion is t@duce the
numbers of agencies working in one settoimprove coordination of aid in Laos.
There are currently too many agencies involved whasults in poor
communication and high of transaction costs. Thane frequently noted feature
identified by many agencies during field interviewkhe government also suggests
this to be one of the important concepts to work with agencies in order to
improve important decision making processes ara demmunication between

government and donors.
Regional Coordination Effort

Apart from individual efforts by countries for agfffectiveness, the three Mekong
countries of Cambodia, Laos and Vietnam also coatdiamongst themselves. The
development triangle joint coordinating committeet fior the second time on'l9
February 2008 in Cambodia. The representatives#irs emphasized the need for
development of the triangle area by giving the qitydo (OECD/DAC, 2008);

1. Mobilizing internal resources of each country amattract investment into
the development triangle.

2. Formulating special preferential policies for thevelopment triangle.

3. Simplifying procedures to facilitate the flows ajafls and people in the
triangle.
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They pushed further to expedite concretizatiorhefrhaster plan for the
development triangle and further move to implenptans which Vietham has the

coordinating for.

Conclusion

This thesis has revealed the need for further rekea this area. Since the
processes of aid coordination are still ongoingretis much more that can be
learned. Even though there as is currently afleffort to coordinate aid at the
global level, the reality shows that the procegsdasslow and needs expedition.
Although localization of the Paris Declaration &rig undertaken by for many
developing countries, there are still challengesd&aced by the local government

to bring development communities into one agreement

The major findings from this research topic inclulde following three major points.
Firstly, the Paris Declaration can not be effectfveis not localized effectively.

The issue is theapacityto implement the signed Declarations, both doaos
developing country governments. If the develomagntries do not have the right
understanding or training to execute the implentanrtathen the Paris Declaration
is will not be achieved. Many developing countoygrnments’ officers do not have
the right training or level of education to be effeely involved in the processes. In

addition to this, funding is part of the problenpt@vide relevant training.

It seems that the most important pillar of the #&®claration i©wnershipfrom

the local government. Without strong leadership,remaining four pillars will not
be applicable because those elements require streolgement on the government.
This reflects well with the concern of building thght capacity for the local

government to implement indicators stated in thesH2eclaration.

Despite the efforts of many agreements regardiagtbGs and the Paris

Declarations, many agencies and governments #reyatig to comply with what
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has been committed. Many have taken little etionderstand and recognize the
difficulties in the aid effectiveness agenda. agenda has been viewed as a
separate entity, a separate programme that neiéeledt attention. This has
resulted in a parallel situation rather than takirtg account that the aid

effectiveness agenda must be incorporated inforaframmes and projects.

Secondly, different countries that do not requeng through the same processes
have taken different approaches in coordinationTiinor Leste, aid coordination
must be recognized and done within the donor conimtiremselves, because the
state remains weak and lacks needed human ancitshamsources. Considering
that the country is in a vulnerable situation, dodors will step in to assist.
Although from necessity this method has workedimadr Leste the, aid agenda
should not be a donor-driven. This will resuliilomination of the industry and

decisions being made that do not represent thé¢ pecgple.

Civil society involvement is important in orderrwake aid more effective. Itis not
just the work of government and agencies but toavaaét meaningful for the end
beneficiaries local civil society must be engagkdadership is needed, but not a
total domination by the state. Involving civil $ety will yield a more balanced

approach for better aid delivery and results.

Lastly, the criticism discussed in chapter 2 expedsy a New Zealand NGO
representative indicated that many developmeniturisins got left out because
there are flaws in the Paris Declaration. Thislaseen by many NGOs who are

still operating their activities with their usuabaws of operating.

The reason for these flaws is to reduce transactists and have good
communication networks amongst the developmentsimgu However the
significant findings of this thesis concern nottjaffective coordination of aid,
rather more towards limiting the numbers of develept agencies being involved

in the decision making processes, as recommend&e iearlier section. This may
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result leaving out the flagging issues with NGOd affect the important goal of
involving civil society. However, too many playensthe decision making could
result in more inefficient time consuming processéiis was one of the key points
learnt during field research in Laos, expressethbgy agencies and government
officers. This is the reason why many agenciededteut, particularly civil society.
Perhaps civil society could be involved at a lolesel, such as the Sector Working
Groups level to discuss specific contributions dadisions or they could harmonize
amongst themselves so that the larger NGOs reprrseamaller ones as well.

This research provided an up to date and insigbtthre current steps to improve
effectiveness of aid distribution in developing ntries particularly Lao PDR,
Timor Leste and Vietham. The information contaimethis thesis paves the way
forward for future research to document better wayshich countries and

organizations address ways in which to administechmeeded aid.
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Appendix |

VIENTIANE DECLARATION ON AID
EFFECTIVENESS

Introduction

We, the Government of the Lao People’s DemocragpuRlic (the Government)
and the Partners in Development (the Partnersl, teetake appropriate monitorable
actions to make aid more effective and assist thentty in achieving the
Millennium Development Goals (MDGs) by 2015 and theg-term development
goal of exiting the status of least developed cguby 2020 (the 2020 goal). We
recognise that while increased volumes of aid ahéradevelopment resources are
devoted to achieving the MDGs, aid effectivenesso aheeds to increase
significantly to support the efforts to strengthgmvernance, improve development
performance, and enhance development outcomeshiétNinth Round Table
Meeting, we seek to localise the "The Paris Detilama that emerged at the
conclusion of the Second High Level Forum on AideEfiveness held in Paris in
March 2005 to fit the circumstances of the Lao R&s@emocratic Republic (Lao
PDR). We seek to enhance the impact of aid in riedymoverty, increasing growth,
building the capacity of human resources and uistihs, and accelerating the
achievement of the MDGs and the 2020 goal.

Partnership Declarations

The following Partnership Declarations are devetbjpea spirit of mutual respect,
support and accountability. They reflect the arobii and structure of the Paris
Declaration and build on the ongoing developmefdref and experiences in the
Lao PDR. They represent a shared recognition beivlee Government and the
Partners to enhance the effectiveness of aid inLthe PDR. They will be
implemented to the extent possible.

Although this Declaration does not constitute aallygbinding instrument, it
represents a shared recognition between the Goesmiend the Partners on
enhancing aid effectiveness in the Lao PDR. TheeBowent and the Partners,
when and where possible, will make available appate resources, knowledge and
capacity to implement the Declarations.
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1. OWNERSHIP

Government exercises effective leadership over the development
policies, strategies and coordinates development ac tions

1. The Government leads in developing and implemenitsidive-year National
Socio Economic Development Plan or NSEDP (2006-pahfbugh a broad
consultative process that integrates the officialelopment assistance into
mainstream planning.

2. The Government continues to translate the NSED® pnibritised and results-
oriented operational programmes in the Public Itraeat Programmes (PIPs)
and the annual plans and budgets.

3. The Government exercises an effective leadershépimocoordinating aid at the
macro and sectoral levels though a substantiveoagding process of dialogue
with relevant stakeholders including the Partnarglevelopment; through such
mechanisms as the Round Table Meetings and therS&'crking Groups.

4. The Partners will support the leadership of the @oment and strengthen the
Government’s capacity to exercise its leadership.

2. ALIGNMENT

Partners align with the Government's strategies and use
strengthened Government regulations and procedures

Partners align with Government's strategies

5. The Partners base their dialogue with and suppdhe Lao PDR on the NSEDP
and related national and sectoral strategies aadsphnd periodic reviews of
progress in implementing these strategies.

Government strengthens Government regulations and p rocedures with
support from Partners, with Partners increasingly u sing the strengthened
Government regulations and procedures

6. The Government and the Partners will establish allytacceptable frameworks
that provide reliable assessments of Governmenilaggns and procedures,
their performance, and work together to strengtlie@se as necessary and
appropriate. The Partners seek to adopt harmomeefbrmance assessment
frameworks for Government regulations and procesiluse as to avoid
presenting the Government with an excessive nurmbeptentially conflicting
targets.

7. The Government will seek to ensure, as approprtbtd, the legal framework,
national regulations and procedures, institutiond procedures for managing
aid and other development resources are #afégchccountable and
transparent
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8. The Partners use the regulations and proceduretheoiGovernment to the
maximum extent possible, including through inteigiafproject implementation
arrangements into line ministries. Where use of dbentry’s regulations and
procedures is not feasible, the Partners seek tablesh additional measures
acceptable to the Government and the Partnerssthenigthen the country’s
regulations and procedures.

9. The Partners will seek to avoid creating paraltelictures that are not well
integrated with the regular Government regulatiamsl procedures, such as
parallel Project Implementation Units (PIUs) or gkl Project Management
Units (PMUs), for the day-to-day management andlemgntation of aid-
financed projects and programmes.

Government strengthens development capacity with su pport from Partners

10.The Government will seek to integrate the capabiiyfding objectives in the
NSEDP into related national and sectoral strategmesplans and work with the
Partners to develop a comprehensive, long-termctigdauilding programme.

11.The Partners will seek to align their analytic dmdhncial support with the
Government’s capacity development objectives, efiiegs and long-term
capacity building programme; make effective useexisting capacities; and
coordinate and harmonise support for capacity @@weént accordingly.

Strengthening financial management

12.The Government will continue to ensure timely réjpgr on and publication of
budget planning and execution, and take leaderstipe financial management
improvement process.

13.The Partners will seek to enhance the predictgtofifuture aid to the maximum
extent possible through transparent decision makprgcesses, provide
indicative commitments of aid over a multi-year miework (including aid
commitments covering multi-year expenditures ofgxts) and release aid funds
in a timely and predictable fashion.

14.The Partners will seek to progressively rely on tBevernment’s financial
management system, once mutually acceptable stisdave been attained.

Strengthening national procurement regulations and procedures

15.The Government and the Partners will seek to consoffificient resources to
support and sustain the improvements and capacdityditg in public
procurement.

16.The Partners will seek to progressively rely on @mvernment’s procurement
system, once mutually acceptable standards havediened.
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Strengthening environmental and social assessments

17.With the Partners’ support, the Government willksée develop specialised
technical and policy capacity for social and envimental impact analysis and
enforcement of legislation.

3. HARMONISATION AND SIMPLIFICATION

Partners’ actions are more harmonised, transparent and
collectively effective

Partners will seek to implement common arrangements and simplify
procedures

18.The Government and the Partners will seek to jpisttnduct and use core
diagnostic reviews (such as Public Expenditure &es); carry out other
reviews jointly wherever possible (e.g. sector eexs); and systematically share
the results of all reviews undertaken.

19.The Partners will seek to work together to redue= iumber of separate and
duplicative missions to the field; and promote {diraining to share the lessons
learned.

20.The Partners will seek to rationalise their regatet and procedures by
implementing common arrangements for planning, giesi funding,
disbursement, implementing, monitoring, evaluatiremd reporting to the
Government on the Partners’ activities and aid $ow

21.The Government and the Partners will seek to egplbe feasibility of using
increasingly programme-based approaches.

22.The Partners will seek to pursue decentralisatimh gelegation of authority to
their country offices to the maximum extent feasibl

Complementarity: more effective division of labour

23.The Government provides its views on the compagatidvantages of the
Partners and on the ways to increase Partner camplarity at country and
sectoral levels.

24.The Partners will seek to make full use of theispective comparative
advantages at sectoral level by aligning support.
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Incentives for collaborative behaviour

25.The Government and the Partners will seek to imprtheir procedures and
strengthen incentives — including recruitment, agal and training — for their
managers and staff to work towards harmonisatibgnment and managing for
results.

4. MANAGING FOR RESULTS
Managing resources and improving decision-making fo r results

26.The Government and the Partners will seek to wagether through a
participatory process to strengthen the Governmerapacities towards results-
based management. They will establish results-@tkreporting and assessment
frameworks that monitor progress on national andtosael development
strategies and the effectiveness of Partner inpuapbrt based on agreed key
indicators.

27.The Government will seek to strengthen the linkadedween national
development strategies and annual and multi-artsuddet processes.

28.The Partners will seek to harmonise their monitpand reporting requirements,
and - until they can rely more extensively on thaolLPDR’s statistical,
monitoring and evaluation regulations and proceslure work with the
Government to the maximum extent possible on jdortats for periodic

reporting.

5. MUTUAL ACCOUNTABILITY

Both Government and Partners are accountable forde  velopment
results

29.The Government and the Partners will jointly caoyt annual reviews on
progress in implementing the commitments on aiéatifeness and improved
development outcomes through existing and incrgasimbjective country level
mechanisms. They will seek to formulate appropriatiécators and (indicative)
targets on aid effectiveness.

30.The Government will seek to involve the Partner$ormulating and assessing
progress on implementation of the national develamrplans.

31.The Partners will seek to provide in a timely manra accurate and
comprehensive information on aid flows and prograntentions to enable the
Government to present budget reports to the Ndtidssembly and citizens, and
coordinate aid more effectively.
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6. THE WAY FORWARD

32.The Government and the Partners will seek to wogether to define an Action
Plan and associated Indicators to guide the imphmtien of this Declaration.
The Indicators, reflecting those defined in theig®Beclaration, will be tailored
to the context of the Lao PDR. They will includen&-bound targets, as
appropriate. The Indicators will be incorporatedhia Action Plan that will also
include a framework for monitoring progress both implementation of the
Action Plan and the outcomes. A taskforce compgigiepresentatives of the
Government and the Partners will prepare the Acttdan and associated
Indicators, which will be reviewed and finalizedtlwithe involvement of the
stakeholders including all the Partners. Thisaigdted to be accomplished by
31 May 2007.

33.We, the Government of the Lao People’s DemocraipuRlic and the Partners
in Development, hereby confirm our willingness tmpiement the above
Partnership Declarations and enhance aid effectssem the Lao PDR.

Signed at this Ninth Round Table Meeting on 29 Nwoler 2006, in Vientiane, Lao
People’s Democratic Republic.

*kkkk

The Declaration was signed by the Government oflLthe People’s Democratic
Republic and representatives of the following 2@ countries and organizations
on the occasion of the Ninth Round Table Meeting/ientiane on 29 November
2006:

Australia
Austria
Belgium
China

Cuba
Finland
France
Germany

. Indonesia
10.Japan
11.Luxembourg
12.New Zealand
13.Poland
14.The Republic of Korea
15.Singapore
16.Sweden

©CoNoOOAWNE
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17.Switzerland

18. The United States of America
19.The European Commission
20. Asian Development Bank
21.World Bank

22.The United Nations

The Declaration has subsequently been signed byahldathe Philippines.

(Ministry of Foreign Affairs, 2007)
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Appendix I

COUNTRY ACTION PLAN

OF THE VIENTIANE DECLARATION ON AID EFFECTIVENESS 2007-2010

Includes Annex 1: Implementation, Monitoring, Repay and Updating Arrangements,
Annex 2: Definitions, Annex 3: Acronyms

Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY

DP Focal Point

1. Ownership: GoL e

xercises effective leadership evtheir development policies, and strate

ies andeordinate development actions

1.
(VD
1,2, 30)

Gol leads in
developing and
implementing the
NSEDP through a
broad consultative
process that
integrates ODA

)

NSEDP VI: implementation

GoL uses SWGs where appropriate to
decide on a timetable for introducing
costed sector plans and build consens
around sectoral priorities;

As per decided timetable, develop

Line Ministries
with support
from SWGs

| action i, ii)

6 sector strategies:

- Transport

- Trade (Integrated
Framework)

- UXO

- PEMSP

- Al

Timetable decided by
October 2007.

3 (sub) sector plans
developed by end 2008
(Education, Health, and
Agriculture).

9 (sub)sector plans
prepared.
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VD §

Goal

Action

GoL Lead
Agency
&

DP Focal Point

Baseline
2005/06 Lao FY

Performance Milestones

Target
2010/11
Lao FY

into mainstream
planning and
translates the
NSEDP into
prioritised and
sequenced PIPs,

and annual budgets.i

ii)

v)

prioritized and costed sector/or sub-
sector plans;

Sectoral plans mainstream cross culttir]
issues, beginning with gender;

Prepare costelumbandevelopment
plans for each of the 47 poorest distric
and incorporate them into Annual
NSEDP;

Develop / implement plan to strengthe
coordination between ministries, centr
and local governments in the preparati
of sector plans and the move towards
programme based approaches;

iv)

Lao NCAW,
oLWU, UN

[UNFPA]

(action iii)

sCPI, UN
[UNDP] (action

CPI, (MoF),
|[Japan (actions
DR, Vi, Vii)

- HIV/IAIDS

37 Kumban
development plans
developed but not
linked to annual
NSEDP and funding
sources not
identified.

Gender Mainstreaming Too
is developed / endorsed by
Gol'’s Line Ministries by
2008.

By end of 2007 alKkumban
development plans
developed.

Mobilisation of resources by
2008.

New Budget Law Decree an
Instructions prepared and

Mainstream gender
concerns in all sectd
plans & related

monitoring in place.

47 kumban
development plans
incorporated into thq
NSEDP and funds
mobilized for
implementation.

Budget Law
dimplemented by
2010.

-
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VD §

Goal

Action

GolL Lead
Agency
&
DP Focal Point

Baseline
2005/06 Lao FY

Performance Milestones

Target
2010/11
Lao FY

vi) Develop prioritized and well-costed
PIPs, disaggregated by sector where
available;

vii) Identify domestic resources to finance
PIPs and incorporate in medium term

disseminated by 2008.

Rules or guidelines for

program formulation proces
are drafted and approved by
FY 2008.

Rules or guidelines
for program

5 formulation process
are implemented by
FY 2010.

expenditure frameworks and annual | CPI, UN Costed and prioritized PIPs} MTEF full
budgets; [UNDP] including 2 sectoral PIPs by] integration to
2008 (Education, Transport), national budget
viii) Remaining financing gaps identified ard including identification of system by 2010.
discussed with DPs through the SWGs over-funded and under-
where appropriate and RTM. funded. X% of PIPs are
clarified under the
MTEF pilot by 2008. programme
Planned annual PIPs alignef
to MTEF.
NSEDP VII: formulation CPI Evaluation findings shared | NSEDP VI
ix) Evaluate the process for formulating theUN [UNDP for comments and adopted | priorities and

NSEDP,

WHO (Health)]

2008.

costings approved

78




Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
x)  Develop / implement a consultation plgn Consultation Findings by National
that famhtqtes c.or_lsu!tanon between Report shared at RTIM Assembly and
central policy ministries (CPI, MoF, 2008 /2009 endorsed by DPs.
MoFA), Line Ministries, local '
government, private sector, DPs and
NGOs; Research Plan prepared by
xi) Through SWGs where appropriate, end 2007, and research
identify diagnostic/ analytical work conducted by mid 2009.
required to formulate the NSEDP;
xii) Undertake costing of recurrent and
capital expenditures drawing on the PIP /
MTEF process;
xiii) Prepare NSEDP VIl based on
evaluations, analytical work,
consultations and other experiences
identified above.
2. (VD | GoL exercises i)  GolL convenes annual Round Table MoFA, UN 8 SWGs each RTIM held in Nov 2007 All SWGs prepare
3,7) effective leadershig Implementation Meetings; [UNDP] meeting only once | SWG Review Report shareq annual work plans
role in coordinating or twice from and recommendations and budgets (where
aid at macro and | ii) Gol leads a review of the Sector March 2006-March | discussed May 2007. agreed in TORS).
sectoral levels. Working Groups, and recommendatior}s 2007, and zero had
implemented accordingly. The roles of work plans. Mandate and minimum All SWGs oversee
the SWG in this CAP are considered ahd performance expectations fgreffective sector
decided upon; each SWG decided and roldsdialog that:
in implementing CAP 1. Builds consensus
iii) GoL communicates policies and confirmed by October 2007 around clear
strategies on ODA including VD and INGO and wider priorities;
ODA Decree 168 to line ministries and membership to SWGs is 2. Aligns &
local authorities; promoted. harmonises DP
support around thes
iv) ODA regulations and procedures, such 4 SWG work plans priorities; and

as MoUs, are developed and

strengthened with support from DPs;

incorporating simple Joint

Monitoring Indicators (that

3. Monitors progress

1%

within their sector.
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
allows measurement of thei
v) Gol identifies specific capacity own progress) developed by All SWGs meet their
constraints to its leadership of the aid Nov 2007 and progress own standards.
effectiveness agenda at the macro levéls reported at RTIM 2007
and decides with DPs on a program of
support to remedy this. VD and CAP translated into
Lao and distributed to GoL
agencies through workshopg
by December 2007.
3. (VD | DPs support i)  GoL prepares CDFs in key cross cuttifgPACSA Transport, 4 CDF (Transport, A further 2-3 CDF
4) leadership of GoL areas and sectors of NSEDP. WB, UN Education and Education, Health and finalized by 2010.
and strengthen [UNDP] Public Health in Agriculture) finalized by end

Gol's capacity to

exercise leadershig.

Line Ministries
with support
from SWGs,
where
appropriate.

process of
developing CDF.

2008.

2. Alignment: Donors base their overall support orpartner countries' national development strategiesinstitutions and procedures

DPs Align with the Gol's Strategies

1. (VD
5)

DP policies,
activities and aid
flows are aligned
with GoL strategies
and plans.

Through the SWGs, DPs broadly align
and harmonize their assistance strateg
to sector strategies and the NSEDP;

ODA flows are aligned with the
prioritized investments contained in
sector strategies and PIPs with particu

attention to the over- and under-funded

sections of the PIP.

CPI, UN
ig5NDP]

Line Ministries
with support
from SWGs.
ar

72 % of ODA is
recorded on nationa
budget (ODA
Report 2005).

Unfunded parts of the PIP

I reduced from X to Y
[note: data to be taken from
the Ownership sections].

By 2010 all DPs
have broadly aligne(
their assistance
strategies to the
NSEDP and sector
strategies.

85% of ODA is
recorded on nationa|
budget (Global
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
target: 85%).
GoL Strengthens Regulations and Procedures with syort from DPs, which DPs Increasingly Use
2.(vD | DPs do not create | i) GoL and DPs carry out a joint review of L DIC, MoFA 66% of projects usg Review of current No new parallel
8,9 structures for ODA-funded implementation structures it UN [UNDP] PMUs/PIUs in 2005] implementation structures | implementation
implementing order to a) classify them according to thg (OECD-DAC and lessons learned by end| structures created
ODA-funded agreed matrix (refer Definitions), and b) | Line Ministries | survey). 2007. after 2010, unless
projects that are summarise lessons learned in integrating with support endorsed by relevan
parallel to GoL project implementation structures to datg; from SWGs. MCTPC has no All SWGs agree on guidancp GoL agencies.
structures. PMUs/ PIUs. for integrating project
i) SWGs build on lessons learned above to implementation functions
guide progress towards integrating projeft Education has madg within their sector by mid
implementation functions within their progress in reducing 2008.
sector and monitor progress towards thig. parallel project
structures.
GoL strengthens development capacity with supportrbm DPs
3. (VD | DPs align their i) DPs provide technical cooperation and | CPI, PACSA, <10 % of total For those sectors with CDF)| 50% of total
10, 11) | technical other capacity building interventions in | WB capacity building 50% of new capacity capacity
cooperation behind alignment with GoL developed sector interventions building interventions align | development
GoL CDFs. CDFs. aligned with CDFs | with CDFs by mid 2009. interventions aligned
(only MCTPC). with CDFs.
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VD §

Goal

Action

GolL Lead
Agency
&
DP Focal Point

Baseline
2005/06 Lao FY

Performance Milestones

Target
2010/11
Lao FY

Strengthening Financial Management
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
4. (VD | GoL implements Strengthening national PFM systems: MoF, WB, ADB | No functional Budget classification aligns | Revised Chart of
6, 8, 12, reforms to i) GoL and DPs jointly review and decide classification of the | with IMF-GFS and Accounts and
14) strengthen PFM to on acceptable criteria for PFM budget currently functional classification of | functional
enable DPs to regulations and procedures; exists. budget implemented. classification systen
increasingly use implemented in FY
GolL financial i) GoL strengthens budget execution by More than 2,000 2008/09 Budget.
management implementing the budgeting bank accounts TSA established and
procedures and law/centralization of treasury; aligning operating outside | centralized treasury structurgConsolidation of
systems for their budget execution with plan; and the control of the implemented. GoL accounts within
ODA. integrating ODA financing and other MoF. a unified TSA
revenues into the budget; structure is able to
Budget planning is | Budget norms developed fof show consolidated
iii) GoL produces quarterly financial reporfs not based on a health and education sectorp GoL position in real
on consolidated GoL expenditure, and normative system. time.
makes these compatible with GoL GoL Financial Information
financial statistics standards over time Current reporting is| System fully established. Budgeting for health
on an annual basis, and education secto
iv) GoL strengthens internal control with the report done based on a
framework by establishing internal audjt published more tham system of budget
functions and associated enforcement 5 months after end norms.
mechanisms; of fiscal year.
Quality budget
v) Gol strengthens the State Audit execution reports
Organization so that it can provide New Audit Law is produced for
independent audit opinions to INTOSA implemented. 2008/20009.
standards in a timely manner;
Budget
vi) GoL introduces a comprehensive Audits carried out to
intergovernmental fiscal transfer INTOSAI standards
framework in order to better align policly by 2010.

priorities with the budget.

Fiscal transfer
framework exists
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
DPs supporting national PEM systems: MoF, WB, ADB | 34% of ODA to the 54% of ODA to the
vii) DPs clarify and share with GoL and public sector uses public sector uses
other DPs their respective legal and GoL PFM systems GoL PFM systems
policy regulations for the use of nationgl [OECD-DAC] (Global: 33%
PFM systems and standards to deliver ;E45%tQDAPuseddBudggln increase from
. xecution Procedures- i
ODA; % ODA used Financial baseline).
Reporting procedures
viii) DPs increasingly align PFM support to - 28% ODA used State 33% of total ODA
Gol priorities; Audit procedures: disbursed through
PBAs (including
ix) DPs increasingly adopt GoL procedurds, 5% of total ODA direct budget)
rules and regulations; disbursed through [OECD-DAC].
PBAs (including
X) DPs increase ODA delivered through did direct budget) 90% of ODA is
modalities, such as direct budget [OECD-DAC]. untied (desk review
support, that best support PBAs and DAC Survey).
reduce transaction costs; 75-80% of ODA is
untied (ODA Repor
xi) DPs increase the percentage of untied|aid 2005).
executed by GoL as encouraged by the
2001 DAC Recommendation on Untyirlg
Official Development Assistance to
Least Developed Countries.
5. (VD | Aidis more i) DPs and GoL develop a common formptMoFA, UN Gap between DPs’ | Common format decided by] Gap between DPs’
13,31) [ transparent and for reporting total, sectoral and project| [UNDP] disbursed ODA and| end 2008. disbursed ODA and
predictable. level aid flows over a multi-year period GolL recorded as amount recorded by
compatible with revised ODA databasq; disbursed is 30% GoL as disbursed is
(OECD-DAC 15%.
ii) DPs strive to make indicative and survey).

transparent commitments of ODA over
annual or multi-year period, in line with
Lao Financial Yeawhere possible;

All DPs use
common format for
either annual or
multi-year period.
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
iii) DPs aid is predictable and released on
time, where mutually agreed condition
have been met;
iv) DPs work with GoL to strengthen
absorptive capacity of GoL to effectively
follow up on / use ODA pledges;
v) Gol to present annual budget reports o
the National Assembly & citizens, whi+
include ODA.
Strengthening National Procurement Regulations an@®rocedures
6. (VD | GoL and DPs i)  DPs clarify and share with GoL and MoF, WB [X%] of public Recommendations from joirjt [X%] of public
6, 8, 15,] commit sufficient other DPs their respective legal and procurements review shared with GoL and procurements
16) resources to policy regulations for the use of nationgl through competitive] DPs by 2008. through competitive
strengthening procurement systems and standards tq procedures procedures
procurement deliver ODA; (note: data from Procurement website (PrMO).
regulations and PrMO end 2007). | developed by end 2007
procedures and i) GoL and DPs jointly review and decidg (PrMO currently in process | [X%)] of public
enhance their on acceptable criteria on procurement [X%] of public of developing). procurements
efficiency, regulations and procedures; procurements through Standard
transparency and through Standard | Procurement Manual and Bidding Documents
utilization. iii) GoL Procurement Manual and Standafd Bidding Documents| Standard Bidding Documenis(PrMO).
Bidding Documents are distributed to (Note: data from updated and made publicly
DPs; PrMO end 2007). | accessible by 2008. 40% of DPs use
GoLs procurement
iv) GoL fully implements new procuremenf 17% of DPs use procedures
decree; GoLs procurement (OECD-DAC).
procedures (OECD/
v)  Gol recruits and trains sufficient DAC).
number of staff at the PrMO;
vi) Systematic collection of procurement
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
information and monitoring of
performance and outcomes (through
PrMO);
vii) DPs increasingly adopt GoL procedurgs,
rules and regulations to manage ODA-
related procurement.
Strengthening Environmental and Social Standards ioODA-Funded Projects
7. (VD | With DP support, |i) DPs clarify and share with GoL and STEA, UN Assessment completed by | Guidelines
17) GoL develops other DPs their respective legal and [FAQ], mid 2008. implemented.
technical & policy policy regulations for the use of nationglSweden/SIDA
capacity for social, environmental and social standards in Revised guidelines/standargsSocial impact
gender & ODA projects and programs; drafted and approved by enfl assessments includq
environmental 2008. gender assessment,
impact analysis & | ii) Review current guidelines, standards gnd
enforcement legislation for conducting social Use of Joint
legislation. (including gender, HIV/AIDS and Monitoring
Employment, etc) and environmental indicators
impact analysis for ODA projects, and Development of joint
identify / implement areas that need monitoring indicators. Adoption of
improvement; harmonised
environmental and
iii) Discussion and approval of new social standards at
guidelines/monitoring indicators for all levels of
environmental and social impact government.
analysis;
All applicable ODA
iv) Strengthen the capacity of relevant Gol. projects adhere to

agencies to enforce the above
regulations.

social and
environmental

legislation that is
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
monitored and
enforced by GoL
3. Harmonisation and Simplification: DPs’ Actionsare more Harmonized, Transparent and Collectively Hective
1. (VD | GoL & DPs i) Through the SWGs where appropriate] EC 30% of CAW is Consolidated list developed] 66% of CAW is
18) conduct & use corg GolL and DPs share list of planned UN [UNDP] joint (OECD/DAC) | disaggregated by joint.
diagnostic reviews, country analytical work; identify priority sector/programme on annudl
carry out joint research gaps and areas for joint coungriyine Ministries | [Global: 30% of or multi-annual basis. [global: 66%]
reviews & share analytical work; with support country analytic
results. from SWGs, work is joint Joint research programme
ii) GoL and DPs conduct joint analytical | where (2004)] decided for 2 sectors by 2048
work wherever possible; appropriate. (Health, Education).
iii) Mechanisms identified and implementgd
to share research/review results to DP§,
line ministries and provincial GoL (eg
RTM website or global CAW site).
2. (VD | DPs harmonise i) DPs pursue decentralization & DIC, MoFA, EC| 550 Missions in Best practices identified by | 50% of missions are
19,22) | training and reduce delegation of authority to country 2005/06 December 2007. joint.
administrative offices; Line Ministries | (OECD/DAC).
burden of GoL with support
related to the ii)  GolL and DPs decide on, and documer]tfrom SWGs, Harmonised and/or joint

number of
duplicative
missions.

core principles / good practices
regarding missions and training
scheduling, including consideration of
mission free period(s) (eg. April to Jun
- annual plan formulation);

where
appropriate.

1%

12% of missions arg¢
joint
(OECD/DAC).

mission and training
schedules introduced for
pilot sectors (Transport,
Education & Health) by
2008.
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
iii) GoL and DPs (through the SWGs, whdre
appropriate) share their training and
mission plans and organize harmonizeg
and/or joint training and missions wherg
applicable;
iv) DPs increasingly share findings from
missions among DPs and GolL (eg. RTM
Website).
3. (VD | GoL & DPs i) GoL and DPs decide on which DP PACSA, MoF, Identification of procedures | GoL Guidelines
20, 25) | rationalize regulations and procedures should usq EC and timetable by end 2007.| gradually introduced
regulations, common arrangements and timetable for and, where possible
procedures & implementation; Line Ministries applied to on-going
incentives by - DSA, salaries; with support DSA and salaries of GoL projects/
implementing from SWGs, staff on ODA projects programmes.
common ii) DPs carry out an overall review of aboyevhere harmonized by 2008.
arrangements. identified current practices and appropriate.
recommend policy/practice to harmonite
DP procedures & incentives;
iii) Common procedures implemented ADB
(beginning in PBA sectors: Transport, | (Transport) &
Education, and Health). MAF
4. (VD | GolL and DPs i) GoL reviews and improves (where MoF, 5% of ODA DPs coordinate programs il 33% of ODA
21) increase aid necessary) national financial systems foLine Ministries | disbursed to PBAs | Health, Education and disbursed to PBAs
effectiveness channel budget support and pooled with support (including direct Transport sectors. (including direct
through funding identified for PBA to relevant | from SWGs. budget support). budget support).
coordinated sector; (OECD-DAC)
approaches e.g.
PBAs. ii) DPs expand use of coordinated
approaches to programming and resoyrce

mobilisation through SWG framework.
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
4. Managing For Results: Managing Resources and lpnoving Decision-Making For Results
1. (26, | Results orientated | i)  Further strengthen the national statisti¢aCPI, UN National Statistical] Develop & implement
28) frameworks, that system by implementing the National | [UNDP], Strategy for 2006- | Master Plan.
both GoL and DPs Statistics Strategy 2006-10; Sweden/SIDA 10 has been
use, enable completed. Statistical needs assessmgnhResults Frameworks
monitoring of i) Develop a set of indicators to monitor by end 2007. well advanced by

development
results and of
progress toward aigl
effectiveness.

ii)

Vi)

progress at national and sectoral level
and decide on surveys / studies to coll
data for these indicators and their
periodicity;

Develop, train on and implement resulf
orientated frameworks to monitor and
evaluate the 1) implementation and 2)
impact of the NSEDP and sector
programmes, using strengthened natig

pCt

nal

statistical systems and other tools suclh as

the Laolnfo database and MDG Reporf;

DPs work with GoL to prepare joint
formats for periodic reporting and align
to above results oriented frameworks;

Review progress of SWGs against the
own Joint Monitoring Indicators

Develop and implement mechanism to
monitor progress against aid-
effectiveness commitments set out in
CAP;

=

National and sectoral
indicators decided.

Laolnfo is used by GoL as
monitoring tool for
implementation of NSEDP.

2007 MDG Progress Repolit operational, data

published.

Results Frameworks for
general NSEDP prepared
and shared by end 2007:
Sector Specific Results
Frameworks for Transport
by end 2007, and for
Education and Health by
end 2008.

General simple joint format

for monitoring and reporting

endorsed by DPs by mid
2008.

2010.

All DPs use common
formats for

h monitoring and
reporting.

ODA Database fully

reliable and

transparently
available to GoL and
DPs by 2010.
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Goal Action GolL Lead Baseline Performance Milestones Target
VD § Agency 2005/06 Lao FY 2010/11
& Lao FY
DP Focal Point
vii) Continue to participate in the OECD- OECD-DAC Country
DAC Survey; Worksheet April 2009.
viii) Revise the ODA Database to provide Proposal for revised ODA
transparent and accurate reports on database shared and
ODA-financed projects and programmegs endorsed by GoL and DPs
showing financial inputs (commitments by 2008.
& disbursements) and output progress
Information is shared across MoFA,
MoF, CPI and line ministries and with
DPs.
5. Mutual Accountability: Both GoL and DPs are Accaintable for Development Results
1. (vD | Progress over i)  GoL and DPs report on and assess DIC, MoFA, First CAP Review Meeting | Regular mutual
29) decided progress in CAP implementation at CAPUN [UNDP] held in October/November | assessments shared.
commitments on Review Meetings, and outcomes of 2007
aid effectiveness is which are presented at RTIM;
assessed. CAP implementation
i) GoL and DPs undertake independent reported at RTIM 2007.

evaluations / assessments of particula
aid-effectiveness issues.

Identify topics and timetablg
for evaluations and funding

arrangements by end 2007.

(Ministry of Foreign Affairs, 2007)
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