DRAFT PROPOSAL


ALIGNING AID WITH PARTNER COUNTRY BUDGETS: PROPOSAL TO WP-STAT
SUMMARY

1. Following up on the September 2014 WP-STAT discussion, this proposal responds to the need to improve the alignment of aid information with partner country budget classifications by proposing:

a) additions to CRS purpose codes (to facilitate mapping to functional and administrative classifications);

b) a new economic classification to distinguish between capital and current expenditure, with the definition derived from IMF Government Finance Statistics (GFS).
I. BACKGROUND

2.
Extensive work has gone into the development of the budget identifier over the last four years
, with an ongoing concern to build on existing systems and standards to the greatest extent possible. In September 2014, a note was presented to WP-STAT members for discussion, on work to improve the way that aid data is classified in order to facilitate alignment with partner country budget classifications. There was broad agreement of the principle that the WP-STAT should respond to the needs of partner countries; questions were raised around the feasibility and need for greater disaggregation in particular areas.

3. 
Since then, consistent with WP-STAT members' comments, further consultations have taken place to seek feedback from interested stakeholders. In addition, pilots have taken place in five countries with five donors' data, with projects totaling USD 3 billion. The work has been led by a group that includes bilateral and multilateral donors, partner countries, and civil society organizations. 
4. The budget identifier received positive feedback from partner country governments involved in the pilots, in particular Senegal and Moldova where more detailed consultations took place. During consultations with officials from Senegal’s Ministry of Economy, Finances and Planning and Cour des comptes (equivalent to the auditor general), participants were very supportive of the budget identifier as a concrete way to align aid data on Senegal’s budget classification and clarifying the economic nature of aid projects – information not currently available to the Ministry nor Cour des comptes. This data would support better development planning and accountability throughout the budget cycle. 

5. For the Moldova pilot, consultations took place with a representative from the State Chancellery who confirmed that the budget identifier helped  place projects in sensible areas in the budget, and provided significantly more detail than the data currently submitted through the local AIMS. This was seen as potentially improving Moldova’s capacity to coordinate its development efforts with those undertaken by donors, while reducing the administration costs associated with donors' activities.
II. DEMAND FOR AID TO BE ALIGNED WITH BUDGET CLASSIFICATIONS

6.
Information on aid which is aligned with country budget classifications is a key demand of partner countries. It has been part of the commitments made in Paris, Accra, Busan and Mexico, with a specific indicator
 measuring the share of aid reported on country budgets. Several assessments of progress since the Paris High-Level Forum on Aid Effectiveness found that data use remains low by partner country governments and civil society actors, in part because the information in its format is not suited to their needs.

7.
CABRI's
 2011 Position on Aid Transparency emphasizes this in its first point under "Useful information": countries require… aid information (especially with regard to off-budget aid) to be classified consistently to align with the country categories and classifications used for budget allocation and accountability processes, irrespective of whether the classification is administrative, programmatic and/or economic. In its 2014 study on the use of country systems, CABRI again called for the implementation of the methodology proposed in this paper – also known as the “budget identifier” – which "bridges the gap between donors' projects and budget classifications used by countries"
.

8. 
The need for aid to be provided in a useful way that relates to domestic finances was re-iterated more recently by Nigerian Finance Minister Ngozi Okonjo-Iweala: “Aid transparency... is not just about aid. It goes further, into how that interrelates with all finances of the whole country... It's good for donors to publish what they fund... but along the line, it's all about the impact on the budget.”

III. CLASSIFYING AID INFORMATION TO ALIGN WITH PARTNER COUNTRY BUDGETS 
9. 
This proposal responds to these demands in two ways:
· additions to purpose codes – to map to functional and administrative classifications

Existing CRS purpose codes allow a mapping to about 60-70% of budget classifications. To improve this mapping, greater precision is needed in certain purpose codes, where the codes are too broad to identify the relevant budget classification. With added precision, CRS purpose codes can then be mapped to each partner country’s unique functional or administrative budget classification. Depending on the structure of the budget, the codes can be linked to higher or lower levels of the administrative or functional classification.
· new field to provide the economic classification
This distinguishes between capital and recurrent expenditure by adding a simple field to identify the percentage of an activity that is capital (and therefore not recurrent). This would only be identified at the commitment stage of the project.
10. 
If donors' data include the more detailed sector codes and the economic classification, and the sector codes are mapped to the country's budget classification, this data can be integrated in the recipient country budget, potentially through automatic data import. 
IV. PURPOSE CODES
11.
In 2012, a report based on a study of 35-40 partner country budgets proposed the “Common Code” as a “best fit” line between budget classifications
. However, the report also showed that CRS purpose codes could not be mapped fully to the common code and that further work was required in this regard. 

12. 
A study of options was commissioned to complete the mapping of the functional codes with the CRS purpose codes, with a particular focus on addressing some 20 CRS purpose codes that could not be mapped to a unique functional code. Two options were put forward to WP-STAT for consideration:

A. Revision of CRS purpose codes to include more precise codes proposed in the 2012 paper;

B. Creation of a new coding table for the functional codes (with full mapping to existing CRS purpose codes).

13. 
WP-STAT members generally agreed that option A would be simpler to implement.

14. 
Following the WP-STAT meeting, piloting was carried out in five countries with five donors (Canada, UK, US, UNDP and World Bank), testing the mapping to functional classifications. In two countries the pilots also tested mapping to administrative classifications. Table 1 summarizes the findings.

Table 1: Summary of findings from country pilots: functional / administrative
	Country
	Functional 
	Administrative

	
	Before
	After
	Before
	After

	Congo, DR
	86.47%
	99.96%
	
	

	Haiti
	69.18%
	99.51%
	
	

	Moldova
	    – *
	94.43%
	    – *
	94.43%

	Nepal
	62.90%
	95.27%
	61.03%
	88.58%

	Senegal
	83.15%
	95.98%
	
	


* For Moldova, the pilot was based on USAID data manually submitted to the local AMP. The data originally submitted to the AMP used DAC5 codes rather than the full CRS purpose codes. The mapping exercise involved selecting existing purpose codes in addition to the new (proposed) codes, so a quantitative comparison of before and after is difficult. Nevertheless, the pilot provided far greater precision in mapping to budget classifications: Many projects were previously mapped to broad sections of the budget, or simply to “external flows” categories rather than to specific functions. 
15. 
The pilots showed that, when projects were re-coded to use the more detailed purpose codes, there was a significant increase in the proportion of aid that could be mapped to the budget in all cases – in some cases almost 100%. The workload required in recoding affected projects was found to be low in all cases. All the data from the pilots is available at http://data.aidonbudget.org.
16. 
The pilots also confirmed that including new codes within the existing CRS purpose code structure (rather than using a new coding table) allows a more precise mapping to individual country budgets. In many cases, some existing purpose codes align well with a given country’s budget. A separate coding table based on generic functional codes does not allow mapping to individual CRS purpose codes, sometimes resulting in less precise mapping for specific sectors (especially in health). The proposed solution, adding new codes to the CRS structure, provides better aligned data overall. 

17.
On the basis of the evidence gathered from the 2012 study of 35-40 country budgets and from the pilots, the recommendation is to incorporate the more disaggregated codes in the CRS purpose codes. See Annex 1 for the full list.
V. ECONOMIC CLASSIFICATION
18. 
A detailed discussion of the economic classification is provided in Annex 2. This has some similarities to the CRS “investment project flag”. However, the economic classification differs from this flag in two ways: a) by allocating a percentage of an activity to capital expenditure; and b) by ensuring the definition closely follows the IMF GFS definition from the perspective of partner countries, while using language that is operationalizable by donor project officers. The economic classification would be reported only at the commitment stage.
19. 
Following the WP-STAT meeting of 17 September 2014, piloting of the economic classification was carried out by Canada and the World Bank. Table 2 summarizes the findings.

Table 2: Summary of findings from country pilots: economic
	Country
	Capital
	Current

	Congo, DR
	12.51%
	87.49%

	Haiti
	27.33%
	72.67%

	Senegal
	2.05%
	96.74%


20.
Whereas before there was no economic classification recorded for these projects, after the piloting exercise there were large variations in the percentage of projects that were classified as capital versus recurrent. This demonstrates that the economic classification would provide significant additional information. In each of the pilot countries, the economic classification was captured by first screening projects for a list of purpose codes that flag likely capital expenditure (e.g. road transport), and then reviewing descriptions, project documentation or results. The workload for capturing this information was also low for each of the countries where the economic classification was captured.

21.
On the basis of the evidence gathered in the 2012 study of 35-40 country budgets and as part of the pilots, the recommendation is to include a new field to identify the percentage of the activity that is capital (and therefore not recurrent). The definition of capital would follow that outlined in Annex 2.
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� The percentage of development co-operation funding for the government sector scheduled for disbursement that is recorded in the annual budgets approved by the legislatures of developing countries. Funding for the government sector is defined as that subject to a signed agreement with the partner country administration, to support the delivery of public services directly or indirectly. Under such agreement, any work, goods or services delegated or subcontracted to another body, such as non-governmental organization or private company, does contribute to disbursements for the government sector. 


� The Collaborative Africa Budget Reform Initiative (CABRI) is a grouping of senior budget officials in African countries' Ministries of Finance and Planning. There are now eleven members: Burkina Faso, the Central African Republic, Ghana, Kenya, Lesotho, Liberia, Mali, Mauritius, Rwanda, Senegal, and South Africa.
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� Ngozi Okonjo-Iweala, Aid Transparency Index launch, September 2014, Washington D.C.
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