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1. In 2006 the development community is focusing on delivery of the commitments made in 
2005 to increase aid, to make aid more effective and for developing countries to adopt comprehensive 
development strategies to achieve the MDGs. In this statement I address the contribution of the 
developed countries represented in the OECD Development Assistance Committee (DAC):  

• More Aid: latest trends in ODA and its composition; 

• Scaling Up for Results: preparing to make better use of increased aid flows; 

• Reducing Poverty through Pro-poor Growth;  

• Renewing focus on gender equality and women’s empowerment; 

• Clean Energy for Development; and 

• Aid for Trade 

More Aid 

2. Official Development Assistance surged to US$ 106 billion in 2005, representing 0.33% of 
DAC members’ combined national income. Most of the increase was in the form of debt relief grants, 
which increased 400%. Other aid rose by 8.7%, accelerating the underlying trend since 1997 of an 
average annual increase of 4 to 5% (see www.oecd.org/dac/stats).  

3. The exceptional increase in 2005 was mainly due to the first year of implementation of the 
Paris Club agreements of large debt relief operations for Iraq and Nigeria. In 2005 DAC members 
provided debt forgiveness grants of nearly US$ 14 billion to Iraq and a little over US$ 5 billion to 
Nigeria. Further debt relief to Nigeria will be included in ODA figures in 2006 and to Iraq for the next 
three years as members implement the other stages of the Paris Club agreements.  

4. Another major factor was tsunami aid. DAC members provided about US$ 2.2 billion in 
official assistance to countries affected by the devastating December 2004 Indian Ocean tsunami.  

5. These two factors reinforce the observation that much of the headline increase in ODA in the 
past five years is accounted for by debt relief, technical cooperation and emergency aid. While all of 
these are important, emergency aid is not designed to assist long term development and, where debt 
repayments were not being made, debt relief does not release fresh money for development purposes. 
Technical co-operation, in turn, provides a variety of important inputs towards development results but 
its impact in closing financial gaps is hard to gauge. Still there is a welcome sign of recent growth in 
other bilateral aid for long term development—of just over US$ 10 billion in the past two years—
though much of this is concentrated in just a few countries, notably Iraq and Afghanistan. The following 
table shows the annual increases in net disbursements of ODA, taking 2000 as the base year. 
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Changes in components of net ODA between 2000 and 2005 
($ billion at 2004 prices and exchange rates) 

 
2001 2002 2003 2004* 2005 

(preliminary) 
Net Increase 

2000-05 

Emergency Aid -0.3 0.5 1.9 0.6 0.6 3.3 
Net Debt Relief Grants 0.5 3.1 1.7 -3.3 18.4 20.4 
excluding Iraq and Nigeria debt 
relief grants     -0.4 1.6 
Technical Co-operation 1.4 1.5 1.3 -0.9 1.0 4.2 
Other bilateral -0.8 0.2 -1.1 4.1 6.1 8.3 

Multilateral 0.5 -0.7 -0.9 3.8 -1.1 1.5 

Total Net Rise  1.2 4.5 2.9 4.2 25.0 37.8 
excluding Iraq and Nigeria debt 
relief grants     6.1 18.9 

6. This structure is likely to change further in the coming years. Total ODA is expected to fall 
back slightly in 2006 and 2007 as the exceptional debt relief declines. This will provide space for other 
forms of aid to increase further as donors fulfil their ODA volume pledges for later years, including the 
pledge to double aid to Africa by 2010. On the assumption that DAC Members deliver on their public 
statements on future aid levels , the latest simulation by the DAC Secretariat indicates that ODA from 
OECD donors will approach US$ 130 billion in 2010 (at 2004 prices and exchange rates, see Chart). 

DAC Members' net ODA 1990 - 2005 and  
DAC Secretariat simulation of ne t ODA to 2010 
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* These figures have been revised from the preliminary data included in my report to the 2005 Spring meeting. The 
revisions mainly affect TC and other bilateral aid. TC fell by US$ 0.9 billion in 2004 compared to the preliminary 
estimate of a US$ 1.3 billion rise. Other bilateral aid increased US$ 4.1 billion (the preliminary figure was an 
increase of just US$ 0.4 billion) due to this reclassification of some TC, a change to show debt relief grants on a 
net basis, and because the final figure for total ODA in 2004 was US$ 1.1 billion higher than the preliminary 
figure. 
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7. The increase from 2007 to 2010 represents a huge challenge. We estimate that ODA will need 
to increase by 10% per year over these years, twice as fast as the underlying rise in recent years. 
Nevertheless, donors have reiterated their commitments to increase ODA, using a mix of budget 
increases, debt relief and innovative sources of financing. If public support for aid is to be strengthened 
and maintained, there needs to be a shift from measuring inputs to demonstrating real results in 
developing countries. The third Roundtable on Managing for Development Results next year offers a 
chance to share and consolidate best practice in this field, including for building the essential statistical 
capacity with which to produce the data to monitor results. A focus on results is a central theme of the 
discussion of scaling up aid. 
 
Scaling Up for Results 
 
8. Since the annual meeting last September, the DAC and the World Bank have hosted three 
discussions on how to deliver effectively on the promises of more and better aid. The discussions have 
recognised the need to work at both the national and the international level. At the national level, the 
focus will be to enhance existing local consultation processes – such as Consultative Groups and 
Roundtables – into annual ‘Results and Resources Meetings’ that would maintain the same focus on 
harmonisation and aid effectiveness, but increase alignment by linking to country strategies for 
accelerated development, as expressed in more ambitious poverty reduction strategies and medium term 
expenditure frameworks. These discussions would also examine how effectively donors are delivering 
aid in each country based on the indicators of the Paris Declaration on Aid Effectiveness, for which the 
baseline data will be collected in a survey from May to September. The dialogue will need to involve 
central banks and ministries of finance to address the macroeconomic challenges, ensure debt 
sustainability, and avoid ODA substituting for domestic resource mobilisation.  

9. At the international level, the DAC are conducting a survey of donors’ indicative spending 
plans by recipient. The information collected will be approximate and partial in this first iteration as a 
number of countries’ systems/budgets do not currently provide/permit sufficient forward planning to 
indicate future country programmes with any certainty. But it will help to inform further discussions – 
to be organised by the DAC/EC/UNDP/World Bank in June – on how to better coordinate between 
donors and focus the increases in aid on helping more countries to achieve the MDGs.  

10. With the planned doubling of aid to Africa, strengthening the mechanisms for joint policy 
discussion and forward planning will be particularly important for that continent. Following the 
Gleneagles summit, the Africa Partnership Forum, meeting in London, agreed to establish a Support 
Unit to be located at the OECD. I am glad to say that the structures and financing for this Unit are now 
in place and staff are being recruited. In addition the 2006 African Economic Outlook (AEO) – a joint 
venture between the OECD Development Centre and the African Development Bank – will be launched 
on 7 June. The AfDB will take on full responsibility for the AEO from 2007, providing the African 
continent with its own key annual economic reference point, covering both country-level and thematic 
issues and growth prospects.  

11. The scaling up challenge concerns all developing countries, both good performing and fragile. 
Appropriate responses depend on country circumstances, including the governance, administrative and 
physical capacity to absorb substantial increases in aid. The suggestions in the Global Monitoring 
Report for improved monitoring of governance capacity are welcome in this context.  

12. A major aspect of scaling up aid is improving its predictability. This is more than just 
providing information about future aid levels and delivering that aid on schedule—though that would be 
a major step forward for countries with sound governance and policies. It is also about how to react to 
adverse political changes or worsening corruption. On one hand, it is clear that publics in donor 
countries are sceptical about providing more aid to countries that are seen to be corrupt or where human 
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and democratic rights may be at risk, especially if that aid appears to underwrite overall government 
spending. On the other hand, if countries are to meet the education and health MDGs they need to 
recruit and pay sufficient numbers of teachers, nurses and doctors. In many poorer countries, part of 
these salaries will be funded by ODA and it would be highly disruptive to take action that would prevent 
them being paid even if political circumstances change.  

13. This requires a more transparent dialogue with countries in keeping with the Millennium 
Declaration compact in which donors promised more aid and partner countries agreed to secure the 
governance conditions for its effective use. There is a need to balance accountability to donor publics 
with stronger local accountability, including the role of  local Parliaments. Donors recognise the need to 
take collective positions and apply consistent actions, with greater transparency on predictable and 
graduated donor responses to different political scenarios. While the aim is zero tolerance of corruption 
in aid funded programmes, ways need to be found to help countries to build their administrative 
capacity and to maintain and increase that assistance when corruption indicators move in the right 
direction.  
 
Reducing Poverty through Pro-poor Growth  
14. Achieving the MDGs requires much more than scaling up aid. Economic growth is recognised 
to be the major contributing factor to reducing poverty. Promoting pro-poor growth – that is, enabling 
both a pace and pattern of growth that enhances the ability of poor women and men to participate in, 
contribute to and benefit from growth – is critical to achieving a sustainable trajectory out of poverty. 
Rapid and sustained growth needs to be broad based across activities and regions. The DAC Network on 
Poverty Reduction (POVNET) has been developing and sharing good practice in advancing this agenda. 
The DAC High Level Meeting on 5 April endorsed a Policy Statement on Pro-Poor Growth (see 
www.oecd.org/dac/poverty). The DAC will publish a compendium of POVNET work in early summer, 
entitled Promoting Pro-Poor Growth: Policy Guidance for Donors, supported by a CD-ROM. 

15. The POVNET has sought to build consensus on the key underpinnings of pro-poor growth and 
to explore recent thinking on risk and vulnerability and developing a harmonised methodology for 
carrying out ex-ante poverty impact assessments. For donors, POVNET guidance calls for, inter alia, 
strengthening organisational capacities and incentives for field staff to empower them to negotiate, 
co-ordinate and implement programmes based on a sound understanding of the constraints to pro-poor 
growth. It is particularly at the “sectoral” level – e.g. in areas important for pro-poor growth such as 
private sector development, agriculture and infrastructure – that a pro-poor growth lens on thinking and 
practice requires a rethinking of agendas and how to implement them.  

16. This work represents a renewed focus by bilateral donors on strengthening the components of 
economic growth in deve loping countries. Donors acknowledge the need to pay more attention to 
agriculture, private sector development and infrastructure. As aid is scaled up, this may mark a 
turn-around from the period 1995 to 2003, during which the share of bilateral aid going to agriculture 
and infrastructure halved.  Bilateral aid to agriculture fell from US$ 4 billion (9% of the total) in 1995-6 
to US$ 2 billion (4%) in 2002-3; infrastructure fell from US$ 12 billion (30%) to under US$ 7 billion 
(15%) over the same period. There were early signs of a recovery of commitments to each sector in 
2004, with bilateral aid to agriculture up to nearly US$ 3 billion (4.5% of the total) and to infrastructure 
recovering to US$ 12 billion (20%), the latter mainly due to large energy and transport reconstruction 
projects in Iraq. 

Renewing focus on gender equality and women’s empowerment 

17. Addressing inequality is a key dimension of promoting pro-poor growth. The DAC is working 
closely with the World Bank to accelerate attention to MDG3—to promote gender equality and 
women’s empowerment. Our collective failure to achieve MDG3 in 2005 has been a wake-up call. 
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Despite our high level statements that we will not reach the other MDGs without MDG3, the reality is 
that there has been a lack of political will and a lack of investment globally in its achievement. I 
welcome the World Bank’s commitment to designing an action plan to advance women’s economic 
empowerment and promote shared growth. In partnership with the Bank, the DAC Network on Gender 
Equality (GENDERNET) is working with members to galvanise enhanced support for MDG3 and to 
stimulate fresh thinking and ideas for its implementation. A further meeting will be held in mid-May to 
consider the first draft of the Bank’s action plan and to share the initial results of the GENDERNET’s 
mapping exercise to identify bilateral donors’ comparative advantage in specific countries and sectors 
with a view to harmonising our approaches to scaling up activities and resources.  

Clean Energy for Development  

18. The Development Committee discussion of clean energy, development and climate change is 
timely. There is substantial evidence to suggest that environmental pressures in developing countries are 
increasing and that these pressures are making it more difficult to achieve development and poverty 
reduction goals. OECD is working to address these linkages. 

19. On 4 April, Environment and Development Co-operation Ministers and Heads of Agencies 
met at OECD for the first time since 1991 (see www.oecd.org/epocdacmin2006). They formed a 
strategic alliance. Ministers stressed that environmental protection and resource management are 
important parts of the development process. Multilateral environmental agreements are critical not just 
for developed countries, but also for developing countries, which are significantly affected by the 
problems addressed in those agreements (e.g. climate change, biodiversity loss, and desertification). 
Developing countries are also key partners in achieving the objectives of such agreements. ODA, 
managed by OECD countries in conjunction with their developing country partners, and supported by 
efforts in OECD environmental agencies, can contribute to a stronger development-environment 
interface.  

20. In order to provide a forceful political impetus and a basis for joint follow-up action, 
especially in developing countries, Ministers adopted two important documents: 

• The Framework for Common Action Around Shared Goals focuses on applying good 
environmenta l practices to development planning activities in an ever-wider group of 
countries and development contexts. It addresses how development assistance programmes 
could enhance capacity-building for stronger attention to environmental needs. Ministers 
committed to produce a stock-taking and priority-setting exercise by mid-2007. 

• A Declaration on Integrating Climate Change Adaptation into Development Co-operation 
acknowledges the importance of climate adaptation to poverty reduction efforts in 
developing countries. A significant part of ODA is currently being directed towards 
climate-sensitive sectors. The Declaration provides a platform for a wider range of 
collaborative actions between OECD and developing countries on the challenge of adapting 
to climate change.  

These discussions and documents provide the mandate, incentives, tools and flexibility for the OECD 
and its members to join in efforts at the global level to integrate climate change adaptation into 
development co-operation and promote sustainable sources of clean energy. 
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Aid for Trade 

21. The DAC has worked closely with the OECD Trade Committee in responding to the strong 
interest of all parties to the Doha negotiations in the aid for trade agenda, which is well described in the 
Background Report for the Development Committee meeting, and is of course highly relevant to the 
growth agenda. As custodian of the main international database of aid for trade, we confirm the 
assessment that such aid has risen significantly in the recent past. The commitments of DAC members 
to increase overall ODA provide good reason to expect that there will be further “additionality” in the 
sense of year-on-year increases in aid for trade, though it would be unrealistic to expect “additionality” 
in the different sense of funding over and above the total ODA levels to which most DAC members 
have committed themselves over the next few years. However, it is important here as elsewhere to look 
beyond inputs and spending to real results. The lessons of the Paris Declaration on Aid Effectiveness 
about the importance of real host country ownership, donor alignment and harmonisation, and a 
commitment to achieving results within a framework of mutual accountability are as relevant to aid for 
trade (however defined) as they are elsewhere. 


