Report on the Future Institutional Arrangements for the International Aid Transparency Initiative (IATI)
Executive Summary

The terms of reference for this consultancy required me to undertake three tasks, as follows:

1) Review and update the list of functions and tasks that will be required to maintain, develop and promote the IATI standard beyond 2011.

2) Propose clear guiding principles to underpin final decisions about IATI’s future institutional home, plus governance and funding arrangements.
3) Set out clearly the pros and cons of the various options on institutional home , governance and funding arrangements;

In order to carry out these terms of reference, I have reviewed the functions and tasks proposed for IATI with the Secretariat and with Steering Committee (SC) members; I have drafted some guiding principles for the SC to use in taking its decision on hosting (again in consultation with the Secretariat and with SC members); and I have approached six potential host organisations for their views on hosting IATI and reviewed the governance and hosting arrangements for a further five independent international initiatives.

On the first point, I conclude that there are three areas, core technical functions, technical support to donors and  outreach/information provision, which need to be carried out under the aegis of IATI’s governance systems over the next 2-3 years at least, along with normal Secretariat support for the governance systems; that, once the Framework for Implementation is agreed, there is now a relatively clear set of activities for the first of these; but that the scale of activities in the other areas is sensitive to the rate of adherence to IATI by additional donors and to the extent of corporate outreach work decided by the Steering Committee.
On the second point, I propose the following five Guiding Principles:

1. future hosting, governance and financial arrangements should be consistent with improving the accessibility, use and understanding of information about aid spending; helping to deliver the AAA commitments; and agreeing standards for sharing information that will be useful to all stakeholders;

2.  hosting, governance and financial arrangements should be consistent with encouraging a widening of membership of IATI;

3.  hosting, governance and financial arrangements should reduce, if possible, any duplication of effort between IATI and other initiatives around aid transparency;

4. hosting, governance and financial arrangements should be such as to enable IATI objectives to delivered at lower cost than other routes, consistent with effectiveness;

5. any organisation hosting IATI should have objectives compatible with those of IATI and should not have a conflict of interest that would prejudice the achievement of the aims of IATI.

On the third point, three of the six potential hosts consulted (Development Gateway, Development Initiatives and OECD) express serious interest in hosting IATI, and a fourth (UNDP) stands ready to continue hosting the partner country facilitation, as well as to pursue its outreach efforts on IATI as part of its support to developing countries on aid effectiveness. I assess the three expressions of interest against the five guiding principles. I conclude that all are prima facie eligible to act as hosts. I argue that any arrangement should be based on separate governance of IATI within the host organisation in a manner compatible with the host organisation’s own governance. I also look at other options, including complete independence and embarking on a wider consultation over hosting. And finally, I consider the timing and period of any change of institutional arrangements for IATI, and the process for coming to a firm decision.
Against this background, I recommend that the Steering Committee decides whether or not it wishes to invite expressions of interest from any other potential hosts; decides for what period it wishes to negotiate a hosting agreement (including the start date); and determines what process it will put in place for more detailed negotiations with organisations that it considers prima facie eligible to act as hosts. At the same time, it should address the question of financing of the initiative over whatever period it selects as the basis of a hosting arrangement.
Main Report

Background

The terms of reference for this consultancy (full text at Annex 1) required me to undertake three tasks, as follows:

1 Review and update the list of functions and tasks that will be required to maintain, develop and promote the IATI standard beyond 2011.

2 Propose clear guiding principles to underpin final decisions about IATI’s future institutional home, plus governance and funding arrangements.

3 Set out clearly the pros and cons of the various options on the three inter-linked areas:

i) Institutional home – separate, incorporated in DAC and/or DCF structures, other;         

ii)  Governance arrangements – remain separate, be completely incorporated within existing governance structures of institutional home, or some kind of hybrid arrangement;

iii) Funding arrangements – maintain a separate donor pool or trust fund, donor funding mainstreamed into existing organisation into which IATI is incorporated, no separate funding mechanism – in the case of an institutional home that could absorb the cost without additional funding (one of the criteria for the choice of future institutional home).  

In order to carry out these terms of reference, I have reviewed the functions and tasks proposed for IATI with the Secretariat and with SC members; I have drafted some guiding principles which the SC could use in taking its decision on hosting (again in consultation with the Secretariat and with SC members); and I have approached six potential host organisations for their views on hosting IATI and reviewed the governance and hosting arrangements for a further five independent international initiatives.
My general approach to this assignment is influenced by my view of where aid transparency, and IATI as a manifestation of the need for it, fits within the broader landscape of transparency and accountability. In brief, my view is that:

1. Greater accountability by governments, both ‘North’ and ‘South’ (but also by other organisations which provide concessional finance
) is a necessary condition for improved outcomes over time. Mutual accountability, in the sense of the Paris Declaration and AAA, is one element of this, for countries which provide or receive aid-type transfers.  Local accountability, which covers the accountability of governments and other organisations providing services to their own citizens (for governments) or key stakeholders (for non-government organisations), is even more important.
2. Greater transparency by these same actors is one important element in improving accountability.

3. Transparency about aid is one, though in many cases a modest, element in promoting the wider transparency referred to above, with a particular but not exclusive role in contributing to mutual accountability. It is a necessary but not sufficient condition for improved outcomes from mutual accountability and local accountability. It is particularly important where aid-type flows are significant in relation to other flows (eg those financed by local taxation). The link between aid transparency and budget transparency is very clear in such cases. 
4. Aid transparency initiatives, including IATI, need therefore to be seen as elements in the much wider issue of transparency of all flows that impact on sustainable development and as key contributions to local accountability processes (in both ‘North’ and ‘South’) and not least to mutual accountability processes.

In considering the issues discussed in this report, it is also important to take account of what importance aid transparency will be accorded at and after the Busan High Level Forum on Aid effectiveness. On this, it seems likely that aid transparency will be given at least as much prominence in the Busan outcome document as in the Accra Agenda for Action, and that there will be pressure for clear commitments/deliverables from both donors and partner countries. Aid transparency is likely to be seen as a crucial building block for other aid effectiveness commitments, for example on predictability and mutual accountability.
In such a setting, it seems likely that IATI’s achievement in lifting aid transparency up to the political and policy agenda, creating a platform for dialogue between stakeholders, putting peer (and aid-using countries’) pressure on donors to deliver on aid transparency, developing further standard setting on faster and more detailed (including non-financial) disclosure of aid data, and bringing together the communities working on policy (aid effectiveness) and technicalities (statistical reporting) will be seen as of continuing relevance and importance. The challenge will be to demonstrate the workability of the Registry, to broaden significantly adherence by traditional donors to IATI standards, to embark on a serious discussion with non-DAC providers of aid and South-South cooperation, and to address remaining concerns on some technical and policy issues, and on potential duplication with other initiatives
. The extent to which progress can be made on these fronts in 2011 is of very considerable importance for the future of IATI: the UN submission (Annex 3) calls 2011 a ‘decisive year’ for IATI.
 My conclusions are contained in the three chapters that follow.
Chapter 1: Functions and Tasks required to maintain, develop and promote the IATI Standard beyond 2011

1.1 In considering this aspect of my Terms of Reference, I have concentrated on the functions and tasks that any continuing governance system for IATI would wish to have under its aegis. As noted below, there are very probably useful additional tasks and functions which can be carried out by individual actors or groups of actors outside any formal governance structure.

1.2 My starting point is the document submitted by the IATI Secretariat to the Steering Committee meeting on 25 October 2010. This suggested the following continuing functions:

1. Updating the standard as required (e.g. if international standards upon which the IATI      standard is based change, or partner country needs change)

2. Maintaining the registry (e.g. updating guidance, maintaining website, promoting site, ensuring usability)

3. Technical support to donors to assist in implementing the standard 

4. Monitoring progress in implementing the agreed standard and producing an annual report for the Steering Committee (or its successor body, if any)

5. Encouraging wider donor sign up including non-DAC donors and NGOs. 

6. Communications/publicising the agreed IATI standard, including with partner countries and CSOs. 

1.3 The paper noted that the Steering Committee also supports increased donor funding and support for capacity building on aid information management, including making use of aid information published through IATI. However, it saw these tasks as not being undertaken by IATI itself or its successor body (and therefore, in my terms, not under the aegis of IATI’s governance), but by organisations with the relevant skills. 
1.4 Where to draw the line here needs some thought. The 2011 IATI budget includes country tests and pilots. While it is not envisaged that IATI should develop country-level Aid Information Management Systems (AIMS), it does arguably need to provide technical advice and support about taking published IATI information and developing an interface to use it to update AIMS. Such activities should very probably remain collective IATI investments under the aegis of IATI’s governance. On the other hand, support for local capacity to make good use of data put in the public domain by IATI – important though this is for the promotion of mutual and local accountability - can well be handled by interested donors independently of IATI governance systems, and hence need not form part of IATI’s ongoing responsibilities as an entity.
1.5 The key functions above can for purposes of discussion usefully be divided into three: 
1. Core technical functions: maintaining the registry, maintaining and (if necessary) updating the standard;

2. Technical support to donors;

3. Outreach/ information provision to potential new donor members (official and non-official); to aid-receiving governments; and to civil society organisations.

1.6 In addition, it will be necessary for the Secretariat to service the Steering Committee and   Technical Advisory Group. (I argue in paragraphs 3.9 and 3.10 below the case for continuing independent governance for IATI, and assume for the purposes of this discussion that the Steering Committee and the Technical Advisory Group will continue in existence at least for some time to come.)
1.7 Taking these in turn, I ask for each: is the function necessary? What is the scope for synergies with the work of other organisations? What might it be expected to cost per year? Does it need to be ‘governed’ by IATI members
? 
1.8 The core technical functions appear to me to be necessary, but to need careful definition. Among them, the registry is clearly an essential element of IATI. It is not impossible that there could be some synergies with a ‘data aggregator’ such as OECD/DAC, the UN or Development Gateway/AidData. The Registry, since it has the character of an address-book rather than a database, is a remarkably inexpensive investment (the budget allows £20,000 for operational expenses, and the associated staff cost is estimated at only 10-20% of one person’s time). However the function is carried out, it would seem to be so central that IATI members would need to exercise overall governance of it. 
1.9 Monitoring the standard is an important issue. IATI signatories have to have some commitment to the effective follow-through of Steering Committee decisions if the standard is to have any meaning. The draft Framework for Implementation envisages a variety of methods for reporting on progress and problems in implementing the IATI Standard, some of which involve activity under the aegis of the Steering Committee, for example in having the Secretariat provide an updated synopsis of implementation schedules for each Steering Committee meeting, in improving donor reporting, in issuing an Annual Progress report, and in planning for an evaluation at some future date. There are clearly some possible synergies with the work of advocacy organisations and the mutual accountability work of the UN Development Cooperation Forum
. Once the Framework is agreed, the scope of work in this area should be reasonably clear, though the costs remain to be assessed in detail (eg an evaluation could be a significant one-off cost). 
1.10 Updating the standard is likely to be necessary at some stage (and one aid-using country respondent gave particular weight to the need to be ready to adapt the IATI standard to changing needs at country level), but may not need to be a continuous activity: one could envisage having the membership look at proposals for updating and modification on, say, a two-yearly basis. There might again be some synergies with bodies already mandated to work on aid data. This function, however carried out, needs to be under the control of the membership (presumably with the assistance of some form of continuing Technical Advisory Group), rather than passed to another body.
1.11 The Secretariat put the costs of IATI’s ‘research’ work, which includes the establishment of the Registry and the work mandated by the Technical Advisory Group, at about £400,000 in 2010/11, of which it seems that about £60,000 would most naturally fall in the following category (technical support to donors). Given that there is some element of one-off investment involved in the work to date, the costs going forward seem unlikely to be in excess of this, unless further significant one-off investments are needed.

1.12 Technical support to donors has been important in the start-up phase of IATI. It would be attractive to suppose that the need for it might decline as the standard becomes internalised, but this would fly in the face of the experience of systems such as the Creditor Reporting System (CRS), which require capacity for dealing with a stream of technical enquiries from reporting members. This will be even more the case for IATI as existing signatories phase in implementation over the next 12-18 months. If IATI membership widens to new donors, some initial investment of time is also very likely to be necessary. I conclude that provision for technical support to donors is a necessary continuing function. It is a function that lends itself to outsourcing (as has been the case with Aidinfo to date), but which requires close links with any continuing central secretariat function. This function requires in-depth knowledge of IATI, which limits the options for synergies. In terms of cost, this function seems likely to consume at least as many resources as now, unless IATI membership stagnates. As noted above, the 2010/11 cost for this item is estimated at about £60,000. Some light governance by IATI members is likely to be necessary, since issues of interpretation of the IATI standard may well emerge from it.
1.13 As suggested above, there is more scope for discussion around what outreach and information provision needs to be carried on by IATI corporately. Clearly, some degree of provision of information about IATI is necessary (one could hardly envisage a secretive initiative about transparency!), but there is a big difference between information provision (eg through the existing website), which is a relatively cheap activity, and a more active policy of outreach, which is implied by the mention in the Terms of Reference of ‘Promoting’ IATI as a specific continuing function. My impression is that at present IATI is not at all well known or understood outside a very limited group of experts: for example, knowledge of it in donor offices in-country appears to be very weak: hence the need for promotion activity should not be dismissed out of hand.

1.14 There are evident choices to be made about the extent of the ‘promotion’ agenda, such as who the key targets of such promotion should be (DAC members not members of IATI, additional multilateral agencies and CSOs, non-DAC donors, aid-using countries, media etc
). There is also scope for outsourcing at least part of it (as is done already by UNDP, with significant financial support from DFID
, in respect of aid-using countries, for whom capacity development and exchange of experiences are key issues highlighted in my consultations), without a requirement for continuing governance by IATI members. Individual members of IATI, both official and non-official, can also play an outreach role. There may be significant synergies with work on mutual accountability and budget transparency, as well as with the various sectoral initiatives which seek to access more useful information about aid activities
. The more that IATI becomes accepted as a ‘best practice’ standard
, the less need there should be for active outreach by IATI as an entity (but the greater will be the need for technical support).  IATI members need to take some initial decisions about the investment to be made collectively in these areas, and the nature of these decisions will largely determine the extent of continuing needs for the membership to act corporately as IATI, as opposed to individually, in this area.

1.15 I conclude that there are three areas, core technical functions,  technical support to donors and  outreach/information provision, which need to be carried out under the aegis of IATI’s governance systems over the next 2-3 years at least; that, once the Framework for Implementation is agreed, there is now a relatively clear set of activities for the first of these;  that, despite some evident synergies with the work of other organisations most of this work is an additional (though modest) cost which in practice IATI donors will need to meet; and that the actual budgetary requirements are sensitive to the rate of adherence to IATI by additional donors and to the extent of corporate outreach work decided by the Steering Committee, but may not be very different from those incurred in 2010 and planned in 2011. Consultation with Steering Committee members in the course of preparing this report suggests that there is a reasonable degree of consensus on the main directions of future activities, but this needs to taken to a more detailed level. In addition, allowance should be made for the pure secretariat function of supporting the Steering Committee and Technical Advisory Group.
1.16 It is not altogether easy to cost the various activities referred to above. The Secretariat have provided figures which show an all-in cost of £700,000 a year in 2009/10 and 2010/11, the largest elements in 2010/11 being categorised as ‘research’ (in practice the core technical functions and technical support to donors) and UNDP’s outreach work, with a small addition for pure Secretariat functions. However this somewhat understates the actual costs, since some services are also provided by the Aidinfo programme, hosted at Development Initiatives Poverty Research and financed by the William and Flora Hewlett Foundation. Discussion with the Secretariat and Aidinfo staff suggest that provision should be made for between 4 and 6 full-time equivalent staff, plus operational expenditure. The £700,000 already finances some staff time, so it is not a question of simply adding 4-6 staff to £700,000. In any event, it seems realistic to put all-in costs at less than £1million (or roughly US$1.5 million)a year at present. Future costs may not be very different, but are sensitive both to the exact scope of work required and to the cost-structure of potential hosts. One-off costs (eg another major stakeholder meeting or an evaluation) would have to be budgeted for in addition.
Chapter 2: Guiding principles for decisions about IATI’s future institutional home
2.1 The overall aim of IATI is ‘to make information about aid spending easier to access, use and understand’. It has a specific focus on ‘helping to implement the transparency commitments in the Accra Agenda for Action in the most consistent and coherent ways’
.
2.2 The key relevant elements of the AAA in this respect are:
· Donors will publicly disclose regular, detailed and timely information on: volume, allocation and results of development expenditure, when available, to enable more accurate budget, accounting and audit by developing countries.’

· Beginning now, donors and developing countries will regularly make public all conditions linked to disbursements.

· Beginning now, donors will provide full and timely information on annual commitments and actual disbursements so that developing countries are in a position to accurately record all aid flows in their budget estimates and their accounting systems.

· Beginning now, donors will provide developing countries with regular and timely information on their rolling three‐ to five‐year forward expenditure and/or implementation plans, with at least indicative resource allocations that developing countries can integrate in their medium‐term planning and macroeconomic frameworks. Donors will address any constraints to providing such information.
Annex 2 (provided by the IATI Secretariat) indicates how the IATI standard as presently designed contributes to these specific commitments.
2.3 IATI sees its role as follows: ‘to develop consistent and coherent international standards for the way donors report information about aid spending. IATI will not create a new database. It will not replace the work already being done by organisations such as the OECD-Development Assistance Committee (DAC) to produce statistics about past aid flows and aid activities. Instead, it will build on – and go beyond – the standards and definitions that have already been agreed. IATI aims to add value by agreeing standards for sharing information so that it will be useful to all stakeholders, particularly those in developing countries. It will also make that information simpler and easier to understand, to compare, and to use’
.
2.4 Against this background, I suggest below five principles that the Steering Committee might like to take into account in deciding on options for the future hosting of IATI, with a view to delivering IATI’s aim in an effective, efficient and sustainable manner.
2.5 The first is that future hosting, governance and financial arrangements should be consistent with improving the accessibility, use and understanding of information about aid spending; helping to deliver the AAA commitments; and agreeing standards for sharing information that will be useful to all stakeholders. This presupposes some degree of commitment by the hosting organisation
 to these aims, and the ability to host, or put in place, adequate support provided that it is resourced to do so. It also presupposes that the hosting organisation is willing to use (though also if necessary to develop or modify) the standard already agreed by the IATI Steering Committee, as far as the commitments of existing IATI members are concerned
.  From the wider perspective that I gave earlier, it would be desirable that the organisation saw aid transparency in the context of the broader push for more budget transparency and greater local, and mutual accountability. It should also be  an organisation with a culture of encouraging the use of the data (in addition to promoting the standard and donor compliance of making the data available in the registry).One respondent has, in this connection, argued that since IATI is setting a new international norm, its host should preferably be a norm-setting entity such as the UN or the OECD (another referred to the International Standards Organisation in the same connection): however, there are also many less formal norms promoted by other bodies – for example the Extractive Industries Transparency Initiative. 
2.6 From this perspective it would be helpful if, as a second principle, hosting, governance and financial arrangements should be consistent with encouraging a widening of membership of IATI, since this would maximise IATI’s ability to contribute to the key objectives set out above. This points, among other things, to inclusive governance arrangements, so long as these are not unacceptably costly and so weaken efficiency significantly.
2.7 These two principles are important for the effectiveness of any new arrangements. In addition, both efficiency and sustainability arguments point to a third principle: that it would be desirable that hosting, governance and financial arrangements should reduce, if possible, any duplication of effort between IATI and other initiatives around aid transparency. 
2.8 It would obviously be attractive if (a fourth principle) hosting, governance and financial arrangements should be such as to enable IATI objectives to delivered at lower cost than other routes, consistent with effectiveness. This last qualification is important, since a least cost solution that is ineffective is not worth the candle.
2.9 Fifthly, it would seem important that any organisation hosting IATI should have objectives compatible with those of IATI and should not have a conflict of interest that would prejudice the achievement of the aims of IATI. This may require careful judgement, since there is scope for argument on what might constitute conflict of interest.
2.10 Again, consultation with Steering Committee members during production of this report suggests that there is reasonable consensus on these principles for determining future hosting arrangements. 
2.11 I should add that I floated in the consultations the issue of location – for example would a ‘Northern’ location encourage donor commitments; would a ‘Southern’ location strengthen aid-using governments’ interest and those of non-DAC donors? Several respondents argued that location should be seen as very much a secondary issue (though one respondent argued that having a physical presence in aid-using countries was an important criterion) and I have not taken the issue further in this report.
Chapter 3: Appraisal of Options for Institutional Hosting, and for Governance and Financial Arrangements
Consultation
3.1 In order to carry out this part of my terms of reference, I invited the following organisations to respond to a set of questions about their interest in hosting IATI and the terms on which they might do:
· The UN Department for Economic and Social Affairs (UN-DESA)

· The United Nations Development Programme (UNDP)

· The Organisation for Economic Cooperation and Development (OECD)

· The International Budget Partnership (IBP)

· The Development Gateway/ Aiddata (DG)

· Development Initiatives (DI).

3.2 I approached these organisations because they were referred to in my TOR (UNDCF, which is managed by UN-DESA; DAC), because they were already engaged in IATI work (UNDP and DI through its ‘Aidinfo’ programme – the latter being independently brought to my attention also as a result of a conversation with another international initiative), or because they were operating in a closely-related field (Development Gateway and the International Budget Partnership). They have the advantage also of spanning quite a spectrum of official and not-for-profit entities.
3.3 These organisations are certainly not the only potential hosts
. One option, considered below, would be for the Steering Committee to invite proposals through a public and transparent process. On the other hand, the organisations which I approached are among those likely to provide the greatest synergies with IATI, and therefore with some prospect of minimising both duplication and the ongoing cost, as long as any potential conflicts of interest can be handled.
3.4 I am pleased to record that I received serious replies from all six organisations, which are set out as received in Annex 3. In brief, the International Budget Partnership declined to offer itself as a host as potentially detracting their attention from core issues of budget transparency and civil society support. The UN and UNDP, in a joint reply, emphasize the significance of IATI to the international discussion around mutual accountability, in which the Development Cooperation Forum has a particular interest, and UNDP’s interest in continuing to support outreach to aid-using countries
; but do not offer to play a hosting role. The other three organizations all express positive interest in acting as hosts to IATI. It should be noted that I did not give organizations any guidance on the degree of detail provided in their replies, which vary considerably in this respect; and all should be read as initial responses on which no doubt each organization would be pleased to elaborate further.
3.5 In Annex 4, I attempt to assess what each interested organization has had to say against the five principles set out in Section 2 above. While each has its particular strengths, my conclusion is that all three organizations that have submitted proposals to act as hosts are worthy of serious consideration by the Steering Committee. I would not advise rejecting any of them without consideration of more detailed proposals based on a more fully-worked out specification of the kind discussed below (paragraph 3.28).
3.6 My Terms of reference also required me to look at the option of a separate institutional home for IATI. I therefore also examined (mainly from websites) the governance and administrative arrangements of a number of international initiatives with independent governance structures:

· The Partnership in Statistics for Development in the 21st Century (PARIS21)

· The International Initiative for Independent Evaluation (3ie)

· The Extractive Industries Transparency Initiative (EITI)

· Fairtrade International (FLO)

· The World Wide Web Consortium (W3C)

3.7 Details of each of these are set out in Annex 5. It is noteworthy that all except FLO
 are hosted by another organisation, though in the case of EITI, NORAD’s hosting amounts to little more than room-space and use of its server, and 3ie is contemplating greater administrative independence as it grows.

3.8 A few points that struck me from the brief assessments which I carried out may be worth noting here:
· One can have independent governance (all five initiatives employing some version of a smallish Board and a larger members' or stakeholders' forum), while being administratively hosted by another organisation (PARIS21, 3ie and W3C); 

· Independent initiatives do not have to be legal entities (PARIS21, W3C), so long as they can rely on a host’s ability to enter into contracts etc; 

· The extent of reliance on the host’s  administrative systems can vary (PARIS21 and W3C are fully dependent, whereas EITI, as mentioned above, uses very few services, and 3ie’s host for its London-based staff offers tailored packages to different entities that it hosts). Arrangements can also be changed over time, as 3ie is contemplating in Delhi with GDN (and as the moves by the Global Fund for AIDS, TB and Malaria and GAVI from UN hosting to independent status show); 

· Typically, initiatives have both administrative budgets and some operational funds (PARIS21, 3ie, EITI, FLO), with the latter essentially financed by voluntary contributions (in the case of EITI these are separately managed and governed). In most cases, graduated membership fees contribute to, but do not always fully meet, administrative costs (3ie, EITI, FLO, W3C).
I comment further on the option of an independent institutional home in paragraphs 3.19 and 3.20 below.
Analysis: Governance Arrangements
3.9 In considering possible arrangements, it is perhaps best to start with governance, since this is absolutely critical to the functioning of any initiative. The Terms of Reference suggest three options: – remain separate, be completely incorporated within existing governance structures of institutional home, or some kind of hybrid arrangement. I suggest that any structure needs both to reflect the multi-stakeholder nature of IATI, in which aid-using governments and civil society (including ‘infomediaries’, which one respondent suggest should be recognized as a distinct group) can have a serious dialogue with donors; and also the need to respect the particular role of donors, who after all are the ones who need to ‘do things differently’ within a set of national and institutional constraints
. 
3.10 There is no existing organization that closely matches the composition of the IATI Steering Committee or the membership of IATI. This suggests that there will need to be continued independent governance
 of IATI for at least some time to come. This is in line with all the other initiatives that I have studied. If the Steering Committee agrees with this judgment, it follows that any organization hosting IATI will therefore need to accept that IATI will have to be separately governed within it, at least for the time being; and IATI members will need to be satisfied that such separate government is not in practice ‘trumped’ by the host’s own governance mechanisms – even though it must clearly be consistent with them. At first sight, it would appear that all three of the organizations that have expressed interest could accommodate a suitable measure of independent governance for IATI.
3.11 It would be attractive (other things being equal) to have IATI hosted by an organization whose membership at least approximated to that of IATI as it is now, and perhaps even more so to an IATI which has successfully broadened its base of support to other traditional and non-traditional donors.  This might hold out the prospect of eventually merging IATI’s governance structures into those of the host organization, and thus securing greater synergies. Indeed, eventual full integration of IATI into a credible international structure would arguably be the final proof of IATI’s success, so long as it did not unacceptably weaken the IATI standard in the process.
3.12 As things stand, none of the potential host organizations is perfectly positioned in this respect: Development Gateway is governed by a small number of donors
 plus IT and finance experts, though it is about to appoint an aid-using country to its Board after a short hiatus; DI (which comprises a consultancy arm and a not-for-profit entity) by a small number of individuals
; and OECD by the governments of a group of advanced countries. While fora such as the ECOSOC Development Cooperation Forum and the DAC-hosted Working Party on Aid Effectiveness
 have built networks of donor and aid-using governments, international agencies and civil society actors which are closer to the membership of IATI (while also including donors not members of IATI), the potential evolution of these structures and their relationships post-Busan is not yet clear.
3.13 As noted above, not all international initiatives have their own legal status. It would not appear essential for IATI to opt for such status, so long as it can find a host that can enter into contracts etc on its behalf. Of course, should it opt for independence in administrative terms as well as governance, suitable non-profit legal status would become necessary. This would have some, though probably relatively small, financial implications, and also some implications for its governance.
 Analysis: Financial Arrangements
3.14 IATI has so far been financed by a group of donors
 on a voluntary basis. Its ongoing costs, on the basis of Chapter 1, are relatively modest.
3.15 IATI members should not however expect, on the basis of the responses received, that any host organisation will take on the extra costs of IATI from their existing resources: the most that they can hope is that a host may be able to deliver IATI’s activities slightly more cheaply as a result of synergies with its existing work, or because their cost-structure is low. On the basis of the responses received, all three appear to have some prospect of delivering synergies with other ongoing work (DG refer to their extensive technical capacity; OECD to issues around classification, and to the possibility of some improvements in DAC’s own statistical reporting, and DI to web management and networking within the development sector) and no doubt also  with basic administrative services; but it would take more work to establish whether  in any of the cases that this would significantly reduce the additional cost of IATI activities by comparison with the present arrangements. It would however be possible (see paragraph 3.28 below) to test more directly whether one potential host’s cost structure may be significantly lower than another
.
3.16 The bill for continuing IATI activities will therefore have to come either from continuing voluntary contributions from interested donors, or from some kind of graduated ‘membership subscription’ system
 – or perhaps a combination of both. The attraction of some element of membership fee, even if set at an extremely low level for CSOs and low-income governments, is that it arguably encourage stronger participation and engagement than totally free membership.
3.17 The Terms of Reference require me to comment also on the administrative arrangements for finance, specifically the choice between ‘ a separate donor pool or trust fund, donor funding mainstreamed into existing organisation into which IATI is incorporated, and no separate funding mechanism’. I do not see any particular problems here. Clearly, IATI will need to satisfy any host organisation that funding will be predictably delivered in a way that the host organisation finds acceptable. This will probably require individual assurances by those who fund IATI (under whatever system is agreed) to the host organisation through an exchange of letters.
3.18 My conclusion on financial arrangements is therefore that IATI members will need to plan on meeting the full cost of IATI activities going forward, whether by voluntary contributions or some element of membership subscription; that synergies are likely to be relatively modest for the three organisations offering to host IATI; but that it may be worth looking further at the cost structures of potential hosts. It would be prudent for the SC to examine as soon as possible how it would raise perhaps the equivalent of, say US$1.5 million a year for 2-3 years as a basis for an eventual negotiation with a potential host organisation.
Analysis: A separate Institutional Home?
3.19 My Terms of Reference require me also to assess the pros and cons of a separate institutional home for IATI. 

3.20 The phrase ‘separate institutional home’ contains some ambiguities. It certainly implies independent governance, which I have argued above is needed in any event, at least for the time being. It could also imply independent administrative arrangements. This would certainly avoid any conflict of interest (Principle 5). However such a concept would sit uneasily with Principle 3 (avoiding duplication) and, with a projected staffing level of only 4-6 full-time equivalent, very probably also Principle 4 (maximising efficiency). An alternative (on the lines of 3ie’s arrangements with the London International Development Centre) would be to have a host with no particular stake in aid transparency provide basic administrative services, thus perhaps addressing efficiency and certainly avoiding conflict of interest, though at the cost of not reducing any duplication and not easily reconciled with Principle 1. Overall, my view is that a hosting arrangement with an organisation with a stake in aid transparency would be more logical than either complete independence or hosting by an organisation without a stake in aid transparency, as long as potential conflicts of interest can be appropriately handled. However, the Steering Committee should consider the point directly.
A Wider Consultation?

3.21 While there was a rationale for including each of the six organisations consulted about hosting IATI, there may well be other organisations which could potentially be interested in a hosting role, even if the Steering Committee decides that any potential host should have some stake in aid transparency. The usual way to determine this would be by some public invitation, perhaps specifically requiring such organisations to justify their interest in terms of the guiding principles.

3.22 I do not have any strong advice to offer on this point. There is always a danger that such a process may take significant time and not throw up any credible additional candidates. On the other hand, it is not impossible that it might offer some positively useful alternative to the obvious candidates already consulted. The SC may wish to take an early view on whether the existing set of interested potential hosts is adequate or not.
Timing and Duration
3.23  Another issue for consideration is the timing of a firm decision on hosting. The present host, DFID, has said that it does not wish to continue as host beyond the end of 2011. From this point of view, it would seem that discussions on hosting should be brought to a conclusion as soon as possible. 

3.24 There is one potential reason for going more slowly, which is the question of whether there may be developments in the international aid architecture for discussing aid effectiveness after the Busan Forum which might provide a significantly better hosting option for IATI than those currently on the table (for example some more structured link between the DAC-hosted Aid Effectiveness Working Party, or a successor, and the Development Cooperation Forum). But, as noted above, there can be no assurance of such developments at this stage.
3.25 The Steering Committee may wish to take a view on the timing issue. DFID’s view on whether it could potentially act as host for a further limited period would be important, should the SC wish to give more time before a final decision.

3.26 Duration of any hosting arrangement also requires thought. Given the possibility that over time the aid transparency agenda will no doubt evolve further, and that there may be scope for either greater integration or for a change of hosting arrangements to reflect changes in the international architecture or problems with a particular host, there would seem to be good sense in any hosting arrangement being for a defined period – perhaps the three years argued in the submission from DI. The SC should take a view on this.
Process
3.27 Finally, the SC may wish to decide what action is needed to come to a conclusion on future institutional arrangements.

3.28 Once it has determined which organisations should be regarded as potential hosts, the SC could, for example, define in greater detail its planned activities for the period for which it expects to negotiate a hosting agreement, and invite each potential host to set out how it would manage this programme and at what cost. The SC might wish to appoint a representative sub-committee to manage this process, with a remit to propose a firm candidate and perhaps the best of the alternative candidates for final decision by the SC.
Conclusions

3.29 It is welcome that three organisations have expressed serious interest in hosting IATI. None of the proposals put forward should be dismissed out of hand, to judge with their ‘fit’ against the guiding principles, on which SC members seem largely agreed. All of them should be seen as expressions of interest, not as firm bids at this stage.

3.30 The SC may wish to discuss the process by which it moves to a decision on future institutional arrangements. I suggest that:
· The Steering Committee should take a view on whether, as I suggest, IATI needs independent governance for at least a further period beyond 2011, and, if so, whether the existing structure of a Steering Committee, a Technical Advisory Group and an occasional wider stakeholders meeting remains appropriate (paragraphs 3.9-10)
· The Steering Committee should decide whether the options of either a fully-independent structure or hosting by an organisation with no stake in aid transparency should be entertained or not (paragraph 3.20);
· an early decision should be taken on whether or not to seek any additional expressions of interest in hosting IATI, perhaps through some public invitation requiring potential hosts to demonstrate their relevance against the guiding principles (paragraphs 3.21-22);
· the Steering Committee should also reach a view on how quickly to put hosting arrangements into place (paragraphs 3.23-25);

· once the Steering Committee has determined which organisations it wishes to consider seriously (either some or all of the three organisations that have expressed interest in hosting or/and additional organisations identified through a public invitation), it should decide how to engage more directly with each of those that they consider eligible in a transparent and consistent manner, in order to have more detailed submissions which would serve as a basis for a firm decision on the preferred host. This would require a decision on the length of any hosting arrangement (? 3 years?); a clear outline specification of the programme of work to be done by the host organisation under the aegis of IATI’s governance arrangements (with some contingency allowance to ensure flexibility); and an invitation to indicate the likely costs of delivery of this programme (paragraph 3.28). In parallel, the SC should address how the likely costs of IATI would be met over whatever period it selects for the hosting arrangement (paragraph 3.18).
Richard Manning
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� The same may well be true of bodies that provide non-concessional finance, as for example in the case of the Multilateral Development Banks, and to that extent this paper is relevant to at least some of what DAC characterises as ‘Other Official Flows’. 


� I am indebted to EC colleagues for highlighting the need for the broader assessment in the last two paragraphs – though I have modified their input in some respects.


� This is a different issue from whether any function should be carried out in-house or through contracting some organisation or consultant to do the work. I regard the latter as a second-order issue for a discussion of hosting.


� See in this connection, the UN communication in Annex 3.


� One respondent argued in this context for a much more work on the political level, not least in respect of donors.


� One respondent argues, for example, that it is worth considering ‘whether the IATI Secretariat should also be specifically charged with promoting the use of the data in the registry, including outreach to the potential “infomediaries” who may access, analyze, and package the data in the registry’. 


� Total costs of this activity are of the order of £250,000 a year, covering a variety of in-country activities which go beyond ‘promotion’ in the narrow sense, as well as facilitating attendance at IATI meetings by developing country participants. UNDP indicate (Annex 3) a strong interest in continuing this work.


� WHO point out, for example, the relevance of a successful IATI to the initiative on Water and Sanitation for All.


� As for example in the Publish What You Fund Transparency Assessment, and the Brookings/CGD Index of Donor Effectiveness, both published in October 2010.


� IATI Website


� IATI Website


� Assuming that this is an existing organisation rather than a purely administrative vehicle for IATI (an option considered in Chapter 3).


� It would of course be unreasonable to demand that a hosting organisation should insist that non-members of IATI should apply IATI standards.


� Just as an example, my consultations threw up an instance where an international initiative, specifically seeking hosting in the UK for part of its staff, received three credible bids from UK Universities: no doubt similar opportunities would have been open in many other countries.


� The DI submission at Annex 3 specifically welcomes UNDP’s continuing role here and proposes a collaborative arrangement..


� And even FLO shares offices with FLO-CERT, the independent certifying body for Fairtrade, owned by FLO. (However both organizations’ rent and overhead expenses are split equally).


� One (donor) respondent argued, for example, that a clear distinction should be made between consultation processes (all stakeholders) and final negotiation and decision making (the 'signatories').


� It is of course for IATI members to consider how their governance might evolve in future, but the experience of other initiatives suggests that host organisations should anticipate regular meetings of the Steering Committee, probably still supported by a Technical Advisory Group, and a periodic meeting of the wider membership.


� Including some important countries not members of IATI (France and Japan).


� The DI response (Annex 3) however envisages hosting for a defined period, thus facilitating a transfer to another host should appropriate structures come into being.


� The UN submission at Annex 3 specifically refers to the importance of IATI’s relationship to the Working Party on Aid Effectiveness.


� To date, contributions have been made by Australia, Finland, Germany, Ireland, Netherlands, Norway, Switzerland and the UK. Spain has also made a pledge.


� DI, for example, offers ‘an independently verified not- for- profit basis’ for its potential bid; DG refers to its scope for using students and interns for some aspects of the work.


� As an example, 3ie has membership fees of $20,000 a year from Low-Income Governments; $50,000 from Middle Income Governments; $100,000 minimum ($500,000 maximum) from Multilateral Development Banks; $100,000 minimum ($1m maximum) from bilateral agencies; and $100,000 minimum ($2m maximum) from Foundations.





