Aid Co-ordination Mechanism – Principles and Procedures
Preliminary Proposals for Consultation with Donors
1.  Background

This proposal represents the first stage in the development of the BiH Aid Co-ordination Mechanism by the BiH Ministry of Finance and Treasury, Sector for the Co-ordination of International Aid (SCIA). These procedures are intended to represent the practical implementation of the Paris Declaration in Bosnia and Herzegovina and to form the basis of a new relationship between the BiH Council of Ministers, Entity Governments and donors in the country.

2.  Purpose of MoFT/SCIA
MoFT/SCIA is the focal point of country-level donor co-ordination in Bosnia and Herzegovina, working in close co-operation with entity coordinators (MoERC RS and MoF FBiH).  The main purpose of SCIA is to ensure the adherence of donors and BiH institutions to the principles of the Paris Declaration on Aid Effectiveness, of which BiH and all major donors currently active in the country are signatories. These principles require that:
· Ownership: BiH institutions should define development priorities for external assistance in the country, rather than donors.

· Alignment: Donor activity should be aligned with country, entity and sector development priorities and, whenever possible, make use of BiH systems and procedures.

· Harmonisation: Donors should seek to harmonise practices and procedures amongst themselves to avoid duplication and inefficiency.

· Management for Results: Donor assistance should focus on the achievement of development results, rather than merely the delivery of activities.

· Mutual accountability: BiH institutions and donors should take mutual responsibility for the effectiveness of external assistance.

In keeping with the BiH Constitution, responsibility for the adherence to Paris Declaration principles within the country is shared between entities (including Brcko District) and state institutions. MoFT/SCIA acts as a coordinator in relation to these issues to ensure that Paris Declaration principles are fulfilled by:

· Ensuring that external assistance to BiH is compatible with approved development priorities at the state and entity levels. It fulfils this role by acting as the conduit for the formal approval of programmes and projects funded by donors at the state level and by forwarding programmes and projects for approval to appropriate institutions at the entity level.
· Providing information and facilitating dialogue with and between donors to ensure that their activities are mutually consistent and complementary to other development processes.

· Establishing processes to assess the performance of donor programmes and projects which demonstrate that they effectively contribute to country and entity development priorities.
· Monitoring adherence to Paris Declaration principles in BiH by donors and BiH institutions.

3.  Memorandum of Understanding between Donors and BiH
A set of guiding principles has been formulated to represent the manner in which Paris Declaration principles are to be applied in BiH. These apply to both donors and BiH institutions at the state and entity level. Many of the principles require changes to current practice.
These principles form the basis of a Memorandum of Understanding, to be signed between the BiH Council of Ministers and individual donors. It is expected that the first signatories will be members of the Donor Co-ordination Forum. The principles are as follows:

Donors will:

1. Inform MoFT/SCIA prior to the preparation of new policy documents on assistance priorities and/or multi-annual programmes.
2. Formally submit new draft policy documents on assistance priorities and/or multi-annual programmes to MoFT/SCIA.
3. Inform MoFT/SCIA prior to the discussion of new programmes or project proposals with Entities or BiH institutions.
4. Make use of BiH public financial management and procurement systems, where it is possible to do so.
5. Until it is possible to use BiH procurement systems, conduct procurement of assistance in a transparent and open manner, allowing and encouraging the participation of BiH suppliers. 

6. Phase out the use of parallel project implementation units by embedding technical assistance and management units within the units of the BiH public administration. 

7. Inform MoFT/SCIA prior to country missions or the preparation of analytical reports

8. Provide information in a timely manner when requested to do so by BiH authorities, particularly in response to the annual Donor Mapping Exercise, the annual review of adherence to Paris Declaration principles, and Monitoring and Evaluation requirements.

9. Actively work to ensure that Paris Declaration principles are observed when delivering assistance to BiH.
MoFT/SCIA will:

1. Convene quarterly meetings of the Donor Co-ordination Forum in order to act as a communication mechanism between BiH institutions and donors.

2. Prepare and disseminate information on donor activity in BiH, through the Donor Mapping Exercise and annual assessments of Paris Declaration adherence in BiH to donors.
3. Provide information to donors regarding country and entity priorities and the identification of stakeholders with whom to consult when working in specific sectors. 
4. Prepare the Public Investment Programme (PIP) for BiH institutions and aggregate the combined state and entity PIP as the BiH PIP and disseminate this to donors to indicate BiH development priorities.

5. Inform donors on priority and investment-ready projects from the Public Investment Programme when requested to do so. 
6. Give opinions on the alignment of proposed programs and projects financed by donors with the Public Investment Programme prior to their formal approval by the BiH CoM.
7. Liaise with Entity Coordinators to obtain the approval for programmes and projects financed by donors at the entity level when requested to do so, as long as they are consistent with development priorities.

8. As resources allow, evaluate the performance of donor projects and inform donors and the BiH government of the results of these exercises.

9. Work with donors and BiH Institutions to ensure that Paris Declaration principles are followed when delivering assistance to the country.

10. Prepare an annual report showing adherence to Paris Declaration principles in BiH. 

Entities Coordinators will:
1. Provide guidance to MoFT/SCIA and donors regarding entity priorities and the identification of stakeholders with whom to consult when working in specific sectors. 

2. Prepare an annual Public Investment Programme for the entity to indicate current development priorities at the entity level and make this available to MoFT/SCIA in order to prepare the aggregated BiH PIP.

3. Inform MoFT/SCIA on priority and investment-ready projects from the Public Investment Programme when requested to do so by donors.

4. As resources allow, evaluate the performance of donor projects within the entity and inform MoFT/SCIA and donors of the results of these exercises.

5. Work with entity institutions to ensure that Paris Declaration principles are observed.
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