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INTRODUCTION AND OVERVIEW
This paper is really all about trust. In particular trust between development partners that agreements and commitments, once made, will be kept. Trust by aid recipients that donors will pay as agreed and by donors that the aid will result in development. The paper will primarily focus on multi-annual aid payment commitments made by donors to individual development partners.  More general commitments, as in pledges to increase the scale of  Official Development Assistance (ODA), will be covered in the latter part of the paper.   

First it must be said that there are numerous instances of aid commitments not being delivered in full and on time, evidence of this will be noted in section 2.  Then, in section 3, consequences for the poorer party of failures by the richer party to fulfil their commitments are noted. It will be seen that failure to deliver aid as promised can undermine good governance in the recipient countries and trust within development partnerships. As a result, the developmental potential of aid expenditure has been eroded. Some general reflections on the keeping and breaking of commitments are then outlined in Section 4. Section 5 then has proposals on ways to increase the incentives and pressures to ensure that aid commitments are met.  Overall our approach resembles that in The Ethics of Development (Gasper, 2004) in first assembling the evidence that then feeds into some general reflections and finally on to formulation of an ethic for action. 

In Section 6 some consideration will be given to the general commitments donors have made to raise their  levels of Official Development Assistance. In particular, commitments have often been made on the year when their level of ODA will reach 0.7 percent of their national income. We review progress and failures with these commitments in Ireland and the UK. Again we note ways to build the momentum to keep these commitments and to keep trust with the people and nations where incomes are far below those of the donors.

The overall conclusion is that once made, every aid commitment puts a very serious obligation on the donor to pay accordingly, an obligation that is at least as serious as that in a commercial contract. However, unlike commercial contracts, aid commitments have only rarely been enforceable, reflecting the relatively low countervailing power of recipients. Thus, to ensure that in future aid commitments will be honoured in full, it may well be necessary to be innovative in terms of instruments and possibly institutions too. Various actions to end the unpredictability of aid are proposed in Section 5, including writing aid programmes as legally binding contracts. With regard to commitments on increasing the level ODA, a major innovation would be to legislate along the lines of the UK bill, introduced in 2010, and aiming to put into law a binding commitment on the level of ODA to be provided by the UK in 2013 and subsequent years.  

Aid commitments to individual partners or programmes

2. PREDICTABILITY OF AID RECEIPTS

Measuring aid predictability

In 2005 OECD-Development Assistance Committee (DAC) started a series of surveys to assess progress on delivery of commitments made in the Paris Declaration on Aid Effectiveness (OECD, 2005).  Progress Indicator 7 is used to assess whether the target of making aid more predictable is being achieved. It is measured by the ‘percentage of aid disbursements released according to agreed schedules in annual or multi-year frameworks’ (OECD, 2005).  The way this is done is to ask donors for data on the amounts of aid they committed to send to each of their development partners in a specific year, e.g. 2005.  At the same time they asked developing countries to report how much aid they had recorded as being received from each donor in that same year, initially 2005.  The results have two major limitations:

(a) Only aid provided under government to government country aid programmes is included, excluding, for example, aid provided via Irish Aid’s Multi-Annual Programme Scheme (MAPS) for Civil Society Organisations (CSOs);

(b) The amount of aid recorded as received from a specific donor depends on whether the donor of aid is identified in the accounts of the recipient government.  In a case study of Malawi it was found that even though Irish Aid had sent aid to Malawi in line with the country programme, the 2006 government accounts there did not show that Ireland was the donor (Aidinfo, 2010).  However, these Malawi accounts did identify Norway as the donor of the aid it provided. Overall results for Indicator 7 on aid predictability partly reflected these differences, in reporting that Norway scored 100 percent while Ireland scored 62 percent in 2005.  This under-reporting of aid receipts from specific donors should be less of a problem in future as the proportion of aid flows to the government sector that is not reported in their budgets is set to halve under the Paris Declaration - Indicator 3 (OECD 2005). This Declaration also commits donors and their partner countries to undertake mutual assessments of progress in implementing their commitments to each other, particularly those in the Declaration. The proportion so doing is recorded by Indicator 12.  

Results from these surveys would also be depressed by donors withholding aid due to concerns about changes in conditions in the partner country. However, even if it is allowed that in aid agreements donors may impose numerous conditions to be fulfilled by aid recipients, the effects of breaching these should be predictable. That is to say that, as with any other agreement, recipients should be clearly advised beforehand of the consequences of their non-fulfillment of these conditions. Similarly it is to be expected that aid documentation provides procedures for arbitration of disputes between donors and their development partners on this and other matters. Problems related to aid conditionality were addressed at Accra and in particular in Paragraph 25 of the resulting Accra Agenda for Action (OECD, 2008d). There the thrust is to reduce these conditions and align them with national development strategies. Action on these points is provided in Irish Aid’s Plan of action to implement commitments under the Accra Agenda for Action (Irish Aid, 2009) and in the Department for International Development’s steps to improve predictability of aid from the UK (DIFD, 2010a).       

Overall, the results of the DAC Survey of its donor members showed that of the amounts they committed to deliver in 2005, their partners reported that only 41 percent was received according to the agreed schedules. Thus, in 2005, most aid, 59 percent, was not delivered in the fiscal year for which it was scheduled.  By 2007, Indicator 7 had improved to 46 percent meaning that over half of the aid commitments for that year were still not recorded as delivered on time (OECD, 2008c).  For Ireland the overall average results for Indicator 7 were 62 percent in 2005 and 64 percent, in 2007, implying that even in 2007 36 percent of aid scheduled for that year did not appear in the accounts of the intended recipients. For UK the overall average results for Indicator 7 was 48 percent in 2005 and 62 percent in 2007 implying that even in 2007, 38 percent of aid scheduled for that year did not appear in the accounts of the intended recipients. However, data from recipient countries reporting in both years showed that there had been an improvement in Indicator 7 from 2005, when it was 46 percent to 2007, when it showed that 60 percent of UK aid commitments were delivered on time.
In addition to evidence of aid unpredictability from the OECD surveys, Celasun and Walliser (2008b) reported findings from their analysis of data from 56 countries for the years 1990 to 2005 as follows:

· Aid disbursements deviated from aid commitments by three percent of GDP for countries in sub-Saharan Africa over the period, with the average for 1998-2005 being slightly smaller than that for the earlier years; 

· Aid ‘windfalls’ are quite common with more aid arriving in a year than was expected. This is particularly likely in sub-Saharan Africa.

Results from both sources indicate that aid recipients have reason to complain that country programme aid was not delivered as and when promised. This would probably be true even allowing that more of the donor’s aid commitments were probably received than indicated by the OECD reports, for reasons stated above. The next section will review consequences of donors not delivering according to their commitments. It starts with evidence from Tanzania followed by results from multi-country surveys.

3. CONSEQUENCES OF AID UNPREDICTABILITY:
EVIDENCE FROM RECIPIENTS
3.1 Tanzania

Data in Tanzania’s Medium-term Expenditure Framework for the years 2003/04 to 2005/06 were compared with actual outcomes (Moon, 2007).  The author found that the forward projections of government domestic revenue were quite accurate, with an error of less than one percent of the country’s Gross Domestic Product (GDP), even for three years ahead.  In contrast, expectations of total external support three years ahead had a forecast error of nearly five percent of GDP.  The average error for external support was eight times that for domestic revenue for one year ahead and forecasts for two years ahead were out by a factor of twelve.  Sometimes expected external support was over estimated, leaving the government, or specific projects, facing a cash shortage. In other cases it was under-estimated, with a ‘windfall’ of aid receipts exceeding expectations. The author’s observation was that the consequences of forecast errors can be very high, with potentially severe implications for strategy formulation, policy choice and accountability. In particular he noted the following implications of expectations not being fulfilled as:

· Undermining of the development strategy, including fiscal arrangements and strategic choices;

· Reduced credibility of ‘Medium-term Expenditure Frameworks’ especially as an instrument for domestic accountability and performance incentives;
· Exacerbation of difficulties in managing the economy, especially as aid covered a major part of government expenditure;
· Low quality of unplanned expenditure arising from ‘windfalls’ (Moon, 2007).  
3.2 Results from multi-nation studies
Celasun and Walliser (2008b) summarised their findings on the impact of unpredictability of aid receipts on the 56 countries covered by their research as follows:

· Lack of predictability hurts investment outlays, which are cut in periods of aid shortfalls but not raised in response to aid windfalls. By contrast, when there are aid windfalls governments do not use unexpected receipts to increase investment and thus offset cuts made in response to aid shortfalls, but tend to increase consumption instead.

· Aid shortfalls are associated with additional borrowing from domestic banks but there is a stronger tendency for aid windfalls to be associated with a reduction of government debt held domestically.  

· Aid shortfalls are often exacerbated by simultaneous tax revenue shortfalls and current expenditure overruns, the resulting gap in public finances amounting to 1.7 percent of GDP.  This underlines the view that in addition to predictable aid, poor countries would benefit from extra aid in response to the unpredictable (Celasun and Walliser, 2008b).
Problems for recipient countries similar to those listed above were also reported by HTSPE (2009).

These well-based findings underline how lack of predictability in aid delivery from donors detracts from their effectiveness and the value of aid money to recipients. 

In addition to country programme aid, ODA is also channelled through multi-annual funding of programmes with Civil Society Organisations (CSOs) and those with research and other organisations. No systematic study of the reliability of aid provided for these programmes was found. However, there have been reports of shortfalls including news that a number of CSOs, including Concern and Trócaire, have received a smaller allocation of funds from Irish Aid than was scheduled in their Multi-Annual Programme Scheme (MAPS). These, and the resulting cuts in their programmes in Africa Asia and Latin America, are illustrated by information from Trócaire in McGarry and Riordan (2010). The net result is that non-fulfilment of these commitments to provide funding through the MAPS has contributed to agencies having to renege on their commitments to the poor people they were serving in developing countries and to local staff engaged on these projects.
4. REFLECTIONS ON THE KEEPING AND BREAKING OF COMMITMENTS
4.1 Commitments kept build trust 

In a climate of broken promises it seems necessary to emphasise the benefits of delivering on commitments. The key benefit would be to build trust
. In her A Question of Trust, based on her Reith Lectures, Onora O’Neill says ‘each of us and every profession and every institution needs trust. We need it because we have to be able to rely on others acting as they say they will’ (O’Neill, 2002). Without trust chaos would rule. The obligation to keep commitments, promises, pledges and the like is thus a serious one. It is taken very seriously in many situations including commercial contracts. This is exemplified by high levels of mutual trust essential for the operation of the London Stock Exchange, expressed in their motto, ‘My word is my bond’. Defaulting on contracts can bring correspondingly serious penalties including loss of membership. More generally, failure to fulfil commercial commitments can cause such financial, commercial and reputational damage as to ruin the defaulting business. 

Quakers, members of the Society of Friends, are lauded for their commercial successes and these are associated with the very strong bonds of trust between members
. The obverse of this was that any member who failed to speak the truth and deliver on their commitments risked disownment and expulsion from the Society. This outcome might be averted by the miscreant nailing a ‘testimony of denial’ in the town square to admit the fault and say it was not associated with membership of the Society (Society of Friends, 1783).
Peer pressure can thus play an important role in ensuring delivery of commitments as illustrated by the foregoing accounts of practice in the London Stock Exchange and in the Society of Friends. Similarly a leading role has been given to peer pressure in the effort to improve delivery on aid commitments, as will be noted in Section 5 below. 

Keeping trust also has developmental benefits. In Fukuyama’s Trust: The Social Virtues and the Creation of Prosperity (1996) whole societies are classified as ‘high trust’ or ‘low trust’ with related differences in their creativity and prosperity. Further, Zak (2001) has shown a relationship between levels of mutual trust and economic growth. 

In an aid context, classification of development partnerships according to differences in the relationship between donors and recipients could be seen to turn on levels of trust. Take, for instance, the three-track model proposed by Bourguignon and Sundberg (2007) and quoted by Temple (2010. p.4483). To their typification of countries in each track, shown below in italics, could be added an indication of the donor’s level of trust in the performance of the recipient as follows:

1) Countries suitable for budget support, as they have good governance and policies, that is to say that they enjoy the confidence and trust of the aid donor;

2) Intermediate countries which face something more like traditional conditionality, these could be said to be only trusted somewhat and finally,

3) Aid to fragile states where aid may be more in terms of supply of goods and services for humanitarian assistance and support for CSOs operating through channels separate from those of the state, reflecting the virtual inability of the state to be a trustworthy development partner. 

There may also be differences between these groups in choice of an appropriate ‘aid contract’ between donor and recipient, as follows: 

1) For countries in this group an ‘implicit contract’ might be most appropriate where a commitment to provide aid over a period of years might be matched by the recipient’s commitment to achieve outcomes beneficial to the poor;

2) Legally binding contracts may be the preferred choice when the country is in the intermediate group;

3) An aid contract with a fragile state may be one of high specificity and short duration or it may not be practical at all with aid delivered through contracts with CSOs or other aid agencies.

Each of these cases will now be considered in turn. The ‘Implicit contract’ mentioned for group (1) implies that if circumstances develop in some ways the parties can behave as though there were a legal contract between them, if circumstances develop in other ways they simply have to trust one another to behave reasonably’ (Black, 2002). These contracts are not designed for legal enforcement, reflecting the fluidity of operating conditions in their surroundings. Their special merit is that they allow aid recipients to be creative in how they achieve the goals to which both they and the aid donor are committed. Implicit contracts can thus favour innovation and efficient use of aid by countries that have already established their development credentials. However, maintaining the bond of trust between the parties, that is at the core of implicit contracts, would seem to impose an especially strong obligation on the donor to pay the aid in full and at the dates suited to recipients’ financial management requirements. This implies giving special attention to ensuring the predictability of this aid. This may be seen to be reflected in the importance DIFD has attached to improving the predictability of aid from the UK and in the steps they are taking to this end (DIFD, 2010a). 
For countries in Track (2) legally binding or justiciable contracts between the parties could be helpful. These formal contracts would give assurances to both aid donors and recipients. The aid recipient would have a legally enforceable expectation of receiving aid in the amounts and on the dates stated in the contract. Donors, on the other hand, would be entitled to expect performance of specific activities to achieve agreed outcomes. In addition, the contract would set rules for the response of each party to shortcomings by the other party along with mechanisms for resolution of disputes. 

Fragile states, Track 3, would hopefully graduate to Track 2 as stabilisation builds confidence and reasons to trust that aid for longer-term development work would be fruitful. Similarly development aid successes in Track 2 countries would be expected to build up the level of trust needed for them to graduate to Track 1. 

Whatever the decision on the appropriate aid and the form of aid contract, the obligation to deliver on the commitment is a serious one. To quote from the Twelve point EU action plan in support of the Millennium Development Goals: ‘the EU needs to show how it will keep its promises, proving that developing countries can trust us’ (European Commission, 2010).  This could also be seen to apply to Member States individually. The challenge is to ensure that every one of these commitments is met in full and on time, a topic for the rest of this section and the next. 

4.2 Pressures to keep commitments

In commerce there are powerful pressures to keep commitments and particularly to fulfil the terms of contracts, as noted above. That this is not the case for international aid as is clear from the persistent unpredictability of delivery of aid commitments in multi-annual programmes, noted above. At root the problem seems to arise from an imbalance of coercive power between donor and recipient. Evidence of efforts to correct this is to be found in arrangements to put peer pressure on donors to fulfil their commitments. A leading example is the Paris Declaration on Aid Effectiveness, Ownership, Harmonisation, Alignment, Results and Mutual Accountability (OECD, 2005). This not only launched the biannual surveys of signatories’ progress with its twelve indicators but also established forums where donors and their partners in developing countries could engage in mutual assessment reviews. These arrangements were elaborated at Accra and are the subject of a major review this year. Some signatories have gone further and instituted formal arrangements for the review of their own performance before parliament. The UK is a leader in this with the International Development (Reporting and Transparency) Act 2006
. In this it has already taken some of the steps that are proposed in the next section aiming to ensure that all aid commitments are met in full.
5. ACTIONS TOWARDS GETTING ALL COMMITMENTS FULFILLED
The previous sections have found that:

1. Some ODA commitments by donors to development partners have not been delivered in full and on time;

2. Donor commitments to provide aid, once made, must be delivered as promised, on the basis of the deontological obligation to keep promises;
3. Financial management and effective use of aid in recipient countries deteriorate if aid is not received in line with donor commitments, providing a consequentialist justification for donors to honour their commitments;
4. Incentives to ensure that donors fulfil their commitments have been weak
This section thus proposes a number of actions governments could take to strengthen the incentives for full delivery of their donor commitments.

Action (a): Publication of payment schedules of aid agencies’ multi-year commitments

In this, the aid agency would ensure that schedules for the annual payments to be made in each of its multi-year commitments would be available on its website within three months of their finalisation.
 This would implement part of their commitment to provide transparency in the Paris Declaration on Aid Effectiveness. It would then be practical to assemble and tabulate all these commitments and show the total amount of ODA that would be required to fulfil all of the aid agency’s multi-year commitments in each of the forthcoming years. Thus in 2010 the analysis might cover commitments for the years 2011 to 2015, a time span to reflect the furthest extent of current commitments.  There would be no cost to the aid agency in implementing this option, additional to fulfilment of its current obligations. 

The result would be a clear view of the amounts of ODA required to fulfil these commitments in each of the forthcoming years, these commitments to be taken as a first claim on the ODA budget. This action would thereby inform and clarify discussion of aid expenditure. In addition this plan of action should commit the aid agency to publication of the conditions linked to disbursement of aid.  It would also fulfil commitments in the Paris Declaration on Aid Effectiveness, particularly those on ‘Mutual Accountability’ (OECD, 2005).  

Action (b): Annual publication of statistics on delivery of aid commitments

A minimal approach would be an annual comparison of aid commitments relative to the amounts that became available to recipients in the same year. Where there was a gap between a commitment to a specific partner and what they received, in amount or timing, it would be appropriate to add reasons for the difference. Such a publication would also provide an opportunity to note results for Ireland from the OECD-DAC surveys of Paris Declaration performance, in particular, the results for Indicator 7 – the measure of aid predictability.  There, adhering countries set themselves the target of halving the proportion of aid not disbursed within the fiscal year for which it was scheduled, that is for the average not so disbursed to be moved from 59 percent in 2005 to a target for 2010 of 30 percent of commitments not disbursed in full and on time.

This task should only be a minor addition to the aid agency’s workload, in fact much of the information would be required for reports to OECD-DAC and to the European Commission. Prompt publication of the information would represent a major contribution to discussion of aid predictability, identification of the scope improvement and how this is to be achieved.

Action (c): Obligatory reporting 

The aim here is to ensure publication and dissemination of all of the information generated by actions (a) and (b). In most countries the minister responsible for aid matters has specific obligations to make some information public, normally through reporting to parliament. However, these requirements are often too weak to ensure that comprehensive and timely information is provided and reviewed with the minister as a matter of course. It has then been found necessary to achieve this goal through legislation. Such legislation is already operative in the UK with the  International Development (Reporting and Transparency) Act 2006.  

Action (d): Make commitments as contracts

Types of contract for consideration include:

(i) Programme contracts between the aid agency and its development partners to turn commitments into legally binding obligations;

(ii) Promissory notes issued by the government to guarantee full and timely payment of commitments.
(d.i) Programme contracts

Contracts are often used by government to arrange for other bodies to provide specific services, research, for example. In provision of aid, Canada, for example, has specific provisions for legally binding contracts with development partners. Under this option, key elements of multi-year development programmes would be written as legally binding, or justiciable, contracts between the aid agency and the relevant development partner. Country programmes and those with CSOs, might then be written as contracts The contract would typically include schedules showing the activities, outputs, budgets and aid inputs for each year of the contract, as do current programmes. There would also be provisions for dealing with departures from these schedules and including limits on their impact on payments under the contract, as well as for adjudication of disputes. This approach would provide benefits for both parties, particularly in giving clarity on what is required, consequences of under-delivery and certainty of payment as each phase is satisfactorily completed. In fact, contracts would turn payment commitments into legally enforceable obligations, thus making them more predictable. 

A trend towards attaching fewer and clearer conditions to aid is evident in the commitment of the UK Department for International Development (DFID) to ‘improve the way it disburses Poverty Reduction Budget Support (PRBS) so that changes in aid disbursements will only occur if fundamental conditions on poverty reduction, human rights, and public financial management are breached’ (Department for International Development, 2010a). The White Paper on Irish Aid (Ireland 2006) envisages a similar approach. In addtion, there is a trend to adopt a more measured response to breaches in conditions attached to aid, along with a widening of considerations in penalty decisions to include all aspects of an evolving relationship between the parties. In this matter transparency is being fostered by donor publication of conditions attached to aid and the likely responses to breaches of these conditions. Thus, eventually, payment for individual programmes could become virtually unconditional, opening the way for more widespread use of promissory notes.

The main additional costs of using contracts for programmes would seem to be the initial effort required to move to the use of legally binding contracts and the possibility of increased scrutiny of draft development programmes that are to be written as contracts. In addition, contracts would have the disadvantage for aid agencies of constraining their expenditure decisions, yet this would be greatly reduced by:

1. Limiting year to year changes in the amount of money the government allocates to ODA so as to avoid, for example, the acute difficulties for Irish Aid arising from the 24 percent cut in ODA between 2008 and 2009, followed by a further cut for 2010.

2. Spreading the termination dates of contracts for multi-annual programmes over five years;

3. Adjusting the proportion of multi-annual programmes in the overall budget for ODA to take account of conditions (1) and (2) above. 

Under current conditions in Ireland even the near 60 percent of ODA committed to multi-annual programmes in 2008 made their fulfilment difficult in 2009 and 2010. As a consequence the size of the uncommitted balance of ODA has been greatly reduced, thus limiting the scope for responding to disasters in poor countries and other unexpected demands for aid. 

A further consideration is that where the performance of an aid partnership is exemplary and there is a high level of mutual trust it may be more appropriate and creative to use an ‘implicit contract’, as mentioned in Section 4. 

(d.ii) Issuance of Promissory Notes

In this option the Government would guarantee payments to a development partner by issuing promissory notes to pay them specific sums on designated dates. The notes would thus be similar to bonds issued by the Government. Were the Government to issue promissory notes to cover payments due in each year of multi-year programmes, development partners would be sure that the aid they expect to receive would be paid in full and on the dates specified in the promissory note. The apparent disadvantages for an aid agency in using this instrument could be a limitation of the scope for varying payments, should this be appropriate under the terms of an aid programme. Also, the note could be a relatively minor liability in the government’s accounts.

6. COMMITMENTS TO INCREASE OFFICIAL DEVELOPMENT ASSISTANCE 
Now to consider the commitments that donors have made to the international community to increase the scale of their Official Development Assistance (ODA). The target many nations adopted at the UN meeting in 1970 was to raise their ODA to a level equivalent to 0.7 percent of their Gross National Product (GNP).
  Since 1970 nations have made commitments to achieve the 0.7 percent  by various dates: 2013 for the UK and 2015 for many other states as also for the EU as a whole. In addition the EU has an intermediate overall target of achieving 0.56 percent by 2010 and a related target for individual Member States of 0.51 percent of their national income in 2010. A 2015 target is also significant in being the year for achievement of the Millennium Development Goals (MDGs) with the support of increases in ODA.
 
As so much has been written about delivery on these commitments and achievement of the MDGs, and much more could be said, this paper will only mention a few aspects of the topic using case study material for Ireland and the UK. What little is said will still reflect the approach used to consider the aid commitments to individual development partners adopted in the previous sections. Thus brief mention will be made of commitments and shortfalls in their delivery, followed by a few general considerations leading to proposals on action to foster compliance with the commitments.

6.1 Ireland’s commitments on ODA and their delivery

In the case of Ireland the commitment made by Mr Ahern, as Head of Government, at the UN meeting in 2000 was to achieve the 0.7 percent target by 2007. This was a very ambitious target as it was more than twice the level achieved in 2000 and was to be attained in half the time generally envisaged in subsequent commitments by other nations. In the years since 2000 the date for Ireland to bring its ODA up to 0.7 percent of GNP has been deferred, first to 2012 and then to 2015. 
  Thus it could be said, following the deontological approach, that in 2000 Ireland took on a serious obligation that it subsequently failed to fulfil. It could also be said that in this it damaged trust in Irish commitments on the side of other donors and on the side of the developing countries. It must also be said that members of the government expressed considerable regret about the deferral of delivery on this commitment. In addition there would have been a number of ways people might argue that it would have been imprudent to raise ODA in line with the commitment made in 2000 and thus urge a deferral. However, this commitment was made to the international community and is on record at the UN without that body seeming to provide any exit route or a way for its members to agree to a modification of a donor’s commitment. In contrast take the case of Ireland’s commitment to limit its General Government Deficit to three percent of Gross Domestic Product (GDP) under the EU Stability and Growth Pact (European Commission, [n.d.]). When Ireland wanted to breach this limit it had to make an application to the European Commission with considerable supporting material. The Commission then formulated an opinion for decision by the Council.
 As a result a timetable was set for reducing the deficit to less than three percent of GDP with penalties for failure to abide by this timetable. 

In terms of consequences for potential recipients of aid in developing countries, the fact that ODA from Ireland was less than 0.7 percent of GNP in 2007 and subsequent years could result in slower progress towards achievement of the MDGs. In addition, had ODA increased in line with the 2000 commitment there would have been no difficulty in fulfilment of multi-annual commitments to individual partners and to the rest of Irish Aid’s programme.  

To round off this vignette it should be noted that even though Ireland did not achieve the ambitious target of raising ODA to 0.7 percent of GNP by 2007 it has greatly expanded its ODA. Between 2000 and 2007 ODA rose from 255 million euro to 871 million euro or, as a percentage of GNP, from 0.3 percent to over 0.5 percent and on to 0.6 percent in 2008 (Irish Aid, 2009). Even after the subsequent major cuts in ODA the simultaneous fall in GNP leaves Ireland in line to exceed its EU ODA target of 0.51 percent in 2010 (McGarry and Riordan, 2010). 

6.2 The UK’s commitments on ODA and their delivery

The UK commitment to the UN aid target of 0.7 percent was in the Labour Party Manifesto for the 1974 election. However, adoption of the target to reach this level by 2013 as part of government spending had to wait until 2004 (Barder, 2005).  A bill to legislate for the achievement of this target by 2013 was put before Parliament in January 2010 (UK 2010a). Its enactment was supported by each of the three largest political parties in the 2010 election and included in the subsequent programme for government (UK, 2010b). The latest date for putting this legislation on the Statute Book has been set at November 2011 in the DFID’s Structural Reform Programme (DFID, 2010b)
ODA was 0.36 percent of UK National Income (GNI) in 1970, was 0.32 percent in 2000 and is estimated to have risen to 0.52 percent in 2009. Further the UK is on track to fulfil its ODA/GNI commitment by 2013 according to the 2009 Autumn Performance Report (DFID, 2009d)  

6.3 Actions towards meeting ODA targets

Action (e): Progress reporting

Data should be published to enable assessment of performance relative to targets for total ODA and its percentage of GNP covering both the past and prospects for the years up to and including 2015. Once these data are available the analysis would  not have to be done by a government agency, as a recent report on Ireland’s progress illustrated (Riordan, 2009). However, reporting by the relevant arm of government could build official commitment to achieving the target. In this regard a recent official report on UK aid showed that its total ODA exceeds its target now and it is set to do so in future. In Canada the target, set in 2001, is to raise ongoing annual official aid C$5,000 million by the fiscal year starting in 2010. Progress is reported annually by CIDA (CIDA, 2010b for example). The advantage of aiming for a specific amount rather than for ODA as a percentage of national income was noted by McGarry and Riordan (2010). In particular this approach avoids the uncertainty of relying on forecasts of GNP and this makes measures of progress more reliable, particularly over the short term.  

Action (f): Mandatory reporting on progress

The case for mandatory reporting on all aspects of aid delivery was made in Section 5 and also applies to reporting on progress towards meeting commitments to raise the level of ODA. The UK instituted mandatory reporting with the International Development (Reporting and Transparency) Act 2006. In particular the 2006 Act obliges the Secretary of State to report annually on total expenditure on international aid and to provide an assessment of the year when expenditure on ODA will constitute 0.7 per cent of gross national income (ODA/GNI) (UK, 2006). All in all it strengthens Parliamentary scrutiny of Government delivery on pledges to help the world’s poor countries and their people. 

Action (g): Legislate on the size of Official Development Assistance (ODA)

The envisaged legislation would enjoin the government to increase ODA so that by the target year and in subsequent years it would be equivalent to the UN target for ODA of 0.7 percent of national income. Provisions in such legislation would typically include an annual statement to parliament covering:

(i)    Progress along an expenditure trajectory that would reach 0.7 percent of national income by a target date and, thereafter, to confirm that this level was achieved every year;

(ii)   Reasons why the amount of aid was less than that expected;

(iii)  Action that would be taken to ensure delivery of aid at a level commensurate with achieving the UN level by the target date and in the years thereafter.   

Provisions in the UK draft International Development (Official Development Assistance Target) Bill (UK, 2010a) are largely along these lines. This Bill was welcomed by the House of Commons International Development Committee (2010), which also recommended some important changes. In particular the committee ’recommend removing the references in Clause 2 (3) to economic, fiscal and external circumstances’ from the list of acceptable reasons for missing the target. In addition, when there was a shortfall in the level of ODA the Committee recommended that an action plan to remedy this in the following year be included in the Secretary of State’s Annual Report. The stated purpose of this Bill was not just to ensure that the UK met its UN target in 2013 but also to add to the momentum for more countries to deliver on the UN Target.  Just recently the European Commission (2010) has urged other Member States to consider following Belgium and UK and introduce legislation. 

In terms of consequences there may be a conflict between fulfilling the 0.7 percent commitment and meeting the aid needs of recipient countries. In short, by being related to the size of national income the volume of ODA can be pro-cyclical. Thus just at the time of contraction in the economies of donor countries, as in 2009, and when low-income countries were contending with a decline in receipts of foreign exchange from many sources, the inflow of aid may also decrease. The double risk of cuts in the percentage of NI allocated to ODA and of NI decline reducing still more the volume of ODA, was noted by the House of Commons International Development Committee (2010). They concluded that ‘the most important indicator of development assistance available to developing countries remains the amount of Country Programmable Aid’. One way to guard against pro-cyclical reduction in aid may be to add a schedule to the legislation to set a year-by-year minimum for the volume of ODA (McGarry and Riordan, 2010).       

7. CONCLUSIONS
The overall conclusion is that once made, every aid commitment puts a very serious obligation on the donor to pay as stated, an obligation that is at least as serious as that in a commercial contract. However, unlike commercial contracts, aid commitments have only rarely been enforceable, reflecting the relatively low countervailing power of recipients. Thus to ensure that in future aid commitments will be honoured in full, it may well be necessary to be innovative in terms of instruments and possibly institutions too. 

Every effort should thus be made to end the unpredictability of aid and the accompanying loss of trust and devaluation of aid.  Thus a number of actions are proposed in Section 5, including writing aid programmes as legally binding contracts. With regard to commitments to increase the volume of ODA, a major innovation would be to legislate along the lines of the UK bill, introduced in 2010, and aiming to put into law a binding commitment on the level of UK ODA in 2013 and subsequent years.  The main concern would be to do this in a way that keeps trust with developing countries and addresses their aid needs, as well as building solidarity between donors. However, there also seems to be a case for providing a commitment exit mechanism to enable the international community to agree to a nation’s request to revise or withdraw a general commitment, including that to achieve the UN target by a specific date. 
ANNEX
Predictability and volatility of aid distinguished

This paper has been concerned with deviations of the amount of aid delivered to individual countries and other development partners from the amounts stated in their programme documents.  In short, this aid has been shown to lack predictability with damaging consequences for the aid relationship and for the value of aid to its recipients.  However, when  variations in the volume of other forms of aid is added  the sum of all the aid received by individual countries can be very volatile showing large swings from year to year.  In addition, it is noted that the share  of government receipts coming from aid tends to be highest in countries with the lowest incomes. In these countries aid volatility thus makes for large fluctuations in public finances from one year to the next. Yet these countries may also have to cope with sudden increases in demand for relief in the wake of disasters.  Thus surges in non-programmed aid may in fact reflect valuable responses to the unexpected needs of these countries by the international community or lumpiness in payments for large projects (Chauvet and Guillaumont (2007), cited by Celasun and Walliser (2008a)). Thus, while programme aid should be predictable and arrive as expected, the rest of aid, particularly disaster relief, may be most valuable when it changes in response to the immediate and unexpected needs of the country.  So, in general, stability is beneficial in annual receipts of programme aid. In contrast, it may be helpful to have relatively large increases in other forms of aid and these make for volatility in total aid receipts of individual countries, especially those with the lowest incomes. However aid surges can also give rise to problems in management of these economies and a recent analysis of some of these is in Buffie (2010).

Measurement and analysis of aid data for predictability and volatility
Data for aid predictability largely uses the measure in the Paris Declaration (OECD, 2005), including data collected by the OECD’s Development Assistance Committee, as noted in section 1 of this paper. These data show the amount of aid a country reported as received from a donor in a year under agreed annual and multi-annual frameworks expressed as a percentage of the amount that the donor had committed to pay in that year. It may be seen as an indicator of the risk that future payments expected from that donor may not be received in full and on time.  In contrast, volatility is commonly measured by annual deviations of the level of aid from its trend.  The trend can be a three year average of the annual percentage growth in aid, with deviations measured by percentage departures from this trend. In practice, volatility is expressed as the average of the square of each deviation of aid from its trend line. The resulting standard deviation of aid receipts from trend gives most weight to the largest deviations. Further, multiplying each deviation by itself to give the square of the deviation makes all deviations, be they positive or negative, results in all being positive; thus underpayments in one year are not compensated by overpayments in another.  

An early study showed that countries’ experiences of aid volatility differed markedly and, even for those experiencing middling volatility, aid was 10 times more volatile than their tax receipts. Most tellingly, over the years from 1975 to 2003 this degree of aid volatility was the common experience of countries that were most dependant on aid, where the government got an average 60 percent of its receipts from aid (Bulíř and Hamann, 2005). 
Analysis of data on aid predictability alongside data on aid volatility on has shown that these two sets of data are not related to each other (Celasun and Walliser, 2008a). The authors conclude that this shows that the two phenomenon are quite distinct and volatility does not imply lack of predictability. 
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� The authors have based this paper on work on aid predictability they have undertaken with Joanne McGarry at Trócaire. They also gratefully acknowledge very helpful discussions of issues in ethics with Graham Finlay of the School of Politics and International Relations, University College Dublin.   


� The Annex looks at the distinction between aid predictability and aid volatility. 


� Wikipedia provides an easily accessible and wide ranging entry under ‘trust’ with a lengthy text supported by numerous references and a list for further reading.


� A current statement of Quaker business principles is at: www.qandb.org.


�  McGarry and Riordan (2010) provide an overall summary of government measures affecting the setting of aid budgets and delivery of aid by UK and Canada.


� DFID is to publish full information on all new DFID projects over £500 from January 2011. (DFID, 2010b). 


�  ‘Each economically advanced country will progressively increase its official development assistance to the developing countries and will exert its best efforts to reach a minimum net amount of 0.7 per cent of its gross national product … by the middle of the Decade.’ UN General Assembly resolution 2626 (XXV), (UN, 1970).    


�  ‘If we are to achieve the Millennium Goals, the heaviest responsibility inevitably must fall on the advanced economies, which have a dual task. First, they must meet their commitment to provide higher levels of aid, whenever possible on grant terms. Current aid flows are insufficient, unpredictable, and often uncoordinated among donors. Better coordination and multiyear commitments are keys to making development assistance more effective.’ de Rato y Figaredo  (2004) quotation from: UN Millennium Project ( 2005).


� The commitment was as a percentage of Gross National Product (GNP) and this is still the measure used by Ireland though for many countries the commitment is now related to their national income (GNI). GNI is defined as GNP plus subsidies received from the EU minus taxes paid to the EU. In practice GNP is usually similar in size to GNI.


� Riordan (2009) has a summary of these arrangements.
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