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Introduction

The 2006 CAPE workshop followed a year in which development aid rose rapidly up the global 
agenda. Amongst others, the UK Commission for Africa and the UN Millennium Project successfully 
presented the case for increasing aid flows and the G8 committed to double aid to Africa to $10bn 
by 2010. Aid effectiveness issues also gained ground with the Paris Declaration on Aid Effectiveness 
offering the most comprehensive statement yet of international commitment to improve the quality 
of development aid. Unlike the Rome and Monterrey statements which preceded it, the Paris 
Agenda introduced clear targets for monitoring the progress of implementation at country level 
and a commitment to hold donors and recipient governments mutually accountable for achieving 
results.

Yet behind this positive picture of progress lie a number of operational challenges and few clear-cut 
solutions for maximising the contribution aid can make to poverty reduction. One way donors are 
responding to these challenges is by increasing their use of budget support as a means of delivering 
aid. Budget support accounted for 28% of aid to a sample of 14 African countries in 2005; an increase 
of 2% on the previous year. This increased use of budget support is delivering tangible improvements 
in government planning and budget processes.

However, budget support is not delivering the anticipated improvements in the accountability of 
governments to their citizens at the anticipated rate, with neo-patrimonial politics and opaque 
accountability systems remaining the norm in many poor countries. Many donors still prefer to channel 
aid through off-budget, parallel modalities and this is undermining rather than strengthening national 
institutions. As such, whilst there has been an increase in the use of budget support it continues to 
account for only 5% of total Overseas Development Assistance (ODA).

These challenges do not undermine the strong case for budget support, but they do point to the 
need for complementary action in a number of areas. First, there is a need to better understand 
the links between development aid and domestic accountability. Second, there may be a case for 
revisiting previous assumptions about the relationship between aid instruments, accountability and 
poverty reduction. And third, urgent action is needed to translate the rhetoric of Paris into concrete 
behavioural change from donors and recipients at country level.

The 2006 CAPE workshop explored these issues and addressed the following questions:

• Can donors do more to support progressive political and economic change in poor 
countries?

• Is a new approach needed to selecting the most appropriate mix of aid instruments in a 
given context?

• What are country-level Public Financial Management (PFM) reforms delivering in terms of a 
better context for utilising aid?

• Can attention to donor agency incentives and non-budget support instruments help 
deliver improvements in aid effectiveness at country level?  

The workshop brought together donor agencies, recipient governments, academics and practitioners 
to examine recent research evidence and develop future policy directions. This workshop report 
presents summaries of the speakers’ presentations and a flavour of the discussion from each of the 
four sessions captured by rapporteurs. The report concludes by revisiting each of the key questions 
set out above and reflecting on the main themes that emerged over the two days.
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Morning Session

Delivering on the Paris Agenda: What are the key challenges?
Chair: Simon Maxwell, ODI
Speakers: The big picture on aid and the Paris Declaration – Richard Manning, OECD-DAC
 Trajectories of change: Which way the Paris Agenda?  – Alison Evans, ODI
 A recipient view on implementing the Paris Agenda 

– Claver Gatete, HE Ambassador of Rwanda
Discussant: Karin Christiansen, ODI

Afternoon Session

General budget support and beyond:  What is the latest thinking on aid instruments?  
Chair:   Alison Evans, ODI
Speakers: Re-thinking aid modalities:  Innovative (?) ideas on aid instruments 

– Paolo de Renzio, ODI and Oxford University
Rolling out the Strengthened Approach to Supporting Public Financial Management 
– Franz E. Ronsholt, PEFA Secretariat
World Bank experience with budget support: Emerging issues and lessons learnt 
– Stefan Koeberle, World Bank

Discussant: Andrew Lawson, ODI

Morning Session

Donor approaches and domestic politics:  What is the link between aid and domestic 
accountability?  
Chair:  Clare Short MP, former UK Secretary of State of State for International Development
Speakers: Donors and the denials of politics – Jeremy Gould, IDS, Helsinki

Strengthening government accountability through civil society, parliament and the media 
– Mar Sophal, COMFREL, Cambodia
Robust interventions and implications for accountability: A case from the Solomon Islands 
– Sue Graves, ODI
Technical Assistance: Supporting or undermining accountability? – Jesse Griffiths, Action Aid

Discussant: David Booth, ODI

Afternoon Session

Improving donor behaviour:  How can mutual accountability be realised at country level?  
Chair:   Tony Killick, ODI
Speakers:   Challenges in realising mutual accountability – Lindsay Whitfield, Oxford University

Mutual accountability:  A role for Human Rights in implementing the Paris Declaration? 
– Marta Foresti, ODI
Incentives and institutions in development aid: Towards mutual accountability 
– Sujai Shivakumar, National Research Council, Washington

Discussant: Simon Burall, ODI

Conference Synthesis
Andrew Lawson and participants

Day 1 – Monday 6 November

Day 2 – Tuesday 7 November
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Delivering on the Paris Agenda:
What are the key challenges?

The opening session of the workshop set the 
scene on progress on, and challenges with, 
delivering the Paris Agenda.

Key questions running through the session 
included: 

• how is the big picture on aid changing?

• how well is the change model underlying 
the Paris Agenda delivering, and what 
are some of its limits?

• how is the Paris Agenda changing things 
at the country level? 

Richard Manning, Chair of the OECD’s 
Development Assistance Committee set out 
the big picture on aid, noting expected 
increases post-2007 in line with the Gleneagles 
commitments, the growing share of aid going 
to Africa and the emergence of new donors 
to challenge the OECD-DAC’s monopoly on 
the supply of aid. Improving the quality of 
aid requires focusing more on the costs of 
delivering aid. The budget support evaluation 
has shown its efficacy (in the right context) as 
a mechanism for aid delivery but as a share 
of total ODA, GBS remains a relatively small 
player. 

Alison Evans, Director of Programmes, Poverty 
and Public Policy at ODI noted the unique 
consensus underpinning the Paris Declaration 
and the ambitious model of change implied. 
Progress is taking place on a number of fronts 
but agency and incentive problems, including 
an underestimation of what it means to build 
domestic ownership and mutual accountability, 
could limit the pace of progress or derail it 
altogether. 

Claver Gatete, Ambassador of Rwanda to the 
UK, focused on how the Paris Agenda is being 
picked up by recipient countries. He noted the 
combined challenges of weakened domestic 
capacity and multiple donor frameworks 
and agreements, lack of predictability and 
poor reporting of aid flows to government 
on the donor side. The Paris Declaration has 
provided a rules-based framework within 
which recipients can now ‘fight back’. In 
Rwanda this takes the form of a new Aid Policy 
setting out the Government’s intention to 
improve its aid management capacity and its 
preferences for how it would like to receive 
aid in the future. GBS figures centrally as a 
tool for strengthening planning and budgeting 
processes and providing a framework for 
coordination, information sharing and dialogue 
amongst development partners.

Session 1:

Chair: Simon Maxwell, ODI

Speakers: Richard Manning, OECD-DAC
  – The big picture on aid and the Paris Declaration

 Alison Evans, ODI
  – Trajectoriesof change: Which way the Paris Agenda?

 Claver Gatete, HE Ambassador of Rwanda
  – A recipient view on implementing the Paris Agenda

The presentations for this session can be found in Appendix 3 or online at: 
http://www.odi.org.uk/PPPG/cape/events/2006_workshop
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The big picture on aid and the Paris Declaration
Richard Manning, OECD-DAC

In a world of increasingly competitive funding and innovative approaches to development finance 
(International Financing Facility remunerisation etc), aid is not quite the ‘hot topic’ it once was. Aid 
nevertheless remains a critical part of the development finance landscape, particularly for the very 
poorest countries.

In 2005 Overseas Development Assistance (ODA) levels increased by 32% to $106.8bn. Not all of 
this represented new money as it included significant debt relief grants (aid to Iraq) and the write-off 
of commercial debt. Commitments to double or even triple aid to Africa should eventually begin to 
take effect in 2008 but the early signs are that more aid is already going to the poorer countries. A 
further contextual point is the increasing challenge to the OECD-DAC’s monopoly on the supply of 
aid, with new donors coming to the fore and thereby providing low income countries with a source 
of non-DAC bilateral aid.

The effectiveness of aid has recently come under scrutiny with absorptive capacity perhaps being at 
the forefront of those debates. Aid, like other investments, has diminishing returns, which set in after 
an ‘aid saturation’ point is reached, limiting the potential role of increased aid flows. Aid dependency 
may also undermine commitment to necessary reforms and local accountability mechanisms. These 
twin concerns have not proved to be as threatening as was first thought, however. Only a small minority 
of countries have been affected, these being more generally smaller countries or conflict-affected 
areas. In fact the best growth performance recently has been in developing countries, allaying many 
fears about hitting absorptive capacity ceilings.

What about the impact of aid? Are the poor benefiting? Previous approaches have focused on social 
exclusion and highlighted access to rights and opportunities as essential to achieving the Millennium 
Development Goals (MDGs). This has provoked reflection on the way aid is used and the relationship 
between aid instruments and any supporting initiatives that complement it. The approach is now 
shifting to a greater focus on sustainability, for example: productive sectors, infrastructure, secondary 
and tertiary education. Central to this approach is the possibility that developing countries will 
eventually be able to ‘graduate’ from reliance on external aid. The chances of this will be improved 
through increased government revenue through, for example, oil revenues and improvements in 
tax collections systems.

So how do we deliver aid in a more effective way? Early findings on the delivery of the Paris Agenda 
indicate that greater attention should be paid to managing the costs of delivering aid. Additionally, 
more work needs to be done in the area of making stronger and more accountable institutions. As part 
of the Paris Agenda there is a strong focus on increasing the share of programme-based approaches 
and the share of aid being handled through national budgeting systems. This in turn puts a significant 
emphasis on improving the quality of underlying country PFM systems. Interestingly, early indications 
from the Paris monitoring survey are that there is little correlation between the quality of country 
PFM systems and the amount of budget support as a percentage of total aid. 

The most comprehensive joint evaluation of General Budget Support (GBS) ever undertaken evaluated 
about $4bn worth of aid through an in-depth study of seven countries. The study found that GBS can 
be an efficient, effective and sustainable way of supporting national poverty reduction strategies 
(PRS). Provision through national budgeting systems has produced systemic effects, particularly 
on PFM related capacity and on allocative and operational efficiency of public expenditure. GBS 
however, is not a panacea (GBS potentially faces higher political risks) and needs to be employed 
only when conditions are appropriate (in five out of seven case studies GBS played a positive role). 
The positive spill-over effects were identified primarily on harmonisation, alignment and coherence 
and partner country transaction costs. It is too soon to assess the ultimate effects on poverty, but 
GBS is certainly an instrument that assists in implementing a PRS and the expansion of public 
services. It is important however, not to overload the design of the GBS instrument. GBS can have 
a destabilising effect when the environment is not suitable for its implementation as was the case 
in Malawi and is vulnerable to risks, including political risks.



5

Budget support and beyond: Can the Paris Agenda on aid be delivered?

Trajectories of change: Which way the Paris Agenda?
Alison Evans, ODI

The Paris Agenda commits the development community to respect the rights and responsibilities 
of partners to establish their own development agenda, encouraging alignment with development 
priorities and the use of country systems. It also reinforces the use of good practices in aid delivery, 
providing a rule-based partnership for scaling up aid effectively.

It is, however, an ambitious model of change. It advocates: mutual accountability and stronger 
feedback loops; better fiscal management and management for results; better delivery and pro-
poor polices; and support for strengthening institutions including national economic governance 
institutions in order to ensure improved development outcomes.

Conceptual ambiguities can be found within the Paris Declaration. For instance, there is no apparent 
model of causality of change; progress cannot be measured, nor can direction be determined. There 
are also notable concerns in the conflation of the aid effectiveness challenge and the development 
problem, for example in terms of what aid can and cannot achieve, how far and how fast. 

Recipients of aid face endogenous problems of information and enforcement. Strong recipient 
leadership is often required in order to qualify for aid, yet the need for aid is often greatest where 
the leadership is weak. Additionally, enclaves often exist within government ministries of finance 
which limit traction and the possibility of aid transfers through budgetary means.

Signatories to the Paris Agenda are yet to address the internal incentive problem within. The ‘macro-
authority’ provided by the Paris Declaration allows donors to act as micro-economic agents (classic 
incentive paradox). There is a continued focus on numbers and fragmentation of donors rather than 
the incentives donors provide individually and collectively. Despite the ‘harmonisation’ of donor 
practices with one another and the ‘alignment’ of financial systems with recipient governments, 
Ministries of Finance remain additional exercises, not mainstreamed into all donor activity.

An increase in the number of donors could have both positive and negative effects on poverty 
reduction. On the one hand, more ‘players’ could mean an increase in the potential for successful 
development, through increased innovation and learning. Increased competition and competitive 
behaviour could increase the accountability of donors as the demand for results-oriented approaches 
beyond maximising on spending become the norm and make donors answerable. On the other hand, 
more donors could in fact create higher transaction costs, greater concentration risk and a loss of 
focus on poverty reduction. Donors choosing to go outside of the ‘club’ may also choose to play by 
their own rules and disregard established approaches and norms. 

The aid effectiveness debate, initially framed around modalities and GBS as a panacea, promises 
benefits to both donors and recipient countries such as increased scope for scaling-up development 
assistance, reducing transaction costs, strengthening country ownership and achieving greater 
development effectiveness than traditional methods of aid delivery. There is however, some confusion 
amongst donors between what they are trying to achieve and how to get there. Instead of trying to 
generate the country specific dynamics that resulted in the Tanzanian Joint Assistance Strategy or 
the Rwandan aid policy for instance, donors seek to replicate general policy approaches across 
countries; fulfilling general principles of ownership but neglecting to address local ownership. 

Mutual accountability is seen as a mechanism towards assessing mutual progress in implementing 
commitments to more effective aid. However, it should be seen as a product of domestic strategy, not 
a ready-made solution. Two objectives are considered as fundamental to achieving accountability: 
answerability and enforceability. Answerability can be thought of as the obligation of power-holders 
to justify their actions, whereas enforceability refers to the existence of mechanisms for punishing 
poor performance or abuse of power. The former is already gaining ground with donors beginning to 
monitor and evaluate practice to prove that aid policy and strategy is having the desired results of 
poverty reduction. For the latter, however, it remains to be seen whether ‘emerging donors’ will be 
swayed by OECD-DAC donors to co-opt the general principles and norms for more effective aid.
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A recipient view on implementing the Paris Agenda
Claver Gatete, HE Ambassador of Rwanda

In 2000 the MDGs prompted the Government of Rwanda, alongside its Development Partners, to 
agree upon a national framework called Vision 2020. This framework outlined Rwanda’s national 
development targets under the following pillars:

• Good governance and a capable state,
• Human resource development and a knowledge-based economy,
• Infrastructure development,
• Private sector development,
• A productive and market oriented agriculture.

Vision 2020’s main objective was to help Rwanda make the transition into a middle income country 
and increase per capita income from $290 in 2000 to $900 in 2020. Rwanda’s guiding framework 
for the achievement of these goals was set out in the Economic Development and Poverty Reduction 
Strategy (EDPRS). 

Rwanda receives in excess of $400m of aid per year, which represents about 51% of the national 
budget. In terms of debt relief, Rwanda has already reached HIPC completion point. The key problem 
that Rwanda suffers in relation to aid is a capacity problem; in part due to genocide, but also as a 
result of multiple aid modalities and processes. Many frameworks, memorandums of understanding 
and agreements exist for aid management with support from bilateral and multilateral donors, the 
UN and development funds. Predictability in terms of volume, quality and timing of aid is poor as a 
result of the politicisation of aid and excessive conditionality. Transaction costs are high as donors 
continue to place significant demands on governments in terms of time, reporting needs, and use 
of resources through numerous missions and meetings. Incomplete reporting of ODA, including that 
provided through NGOs, reduces transparency and hinders the ability of government to monitor 
and manage ODA. This information is critical to planning, budgeting and execution especially with 
respect to projects. The Government of Rwanda suffers from weak government strategies and planning 
arrangements and would benefit from aligning these with donor agencies. However, some donor 
agencies are still constrained by their own institutional arrangements; as a consequence of which, 
aid is received off-plan and off-budget.

In Rwanda, the preferred aid modality would be un-earmarked budget support with sector budget 
support followed by stand-alone projects, on-budget and on-plan and a preference for pooled 
resources. Support to decentralised entities would be channelled through the Common Development 
Fund (CDF) and all technical assistance would be provided in a coordinated manner through 
national systems. NGOs would undertake a service delivery function to provide concise and timely 
information on all activities. This would be supported and regulated through laws and new manuals 
for local and international NGOs. Vertical funds would be brought into alignment with sector plans 
and remain on-budget. Data on aid flows would be collected from donors in a structured manner 
using the Development Assistance Database (DAD), which contains information shared between the 
government and donor agencies. Responsibilities in the mobilisation, negotiation and management 
of external assistance would be clarified across government agencies and a clear role for the 
Development Partners Coordination Group (DPCG) in overseeing aid coordination and reviewing 
progress made in the fulfilment of commitments identified in the Paris and Rome declarations would 
be formalised. Assistance would be preferred in the form of grants, but loans would be considered, 
though only if they were highly concessional with low transaction costs. The Government of Rwanda 
would decline assistance that is insufficiently aligned to government priorities and where transaction 
costs are unacceptably high or conditionalities excessive.

Rwanda’s case highlights some key issues for budget support: first, there is a need to strengthen 
the planning process in terms of dealing with Sector-Wide Approaches (SWAps), sector plans and 
development plans. Second, PFM and accountability need to be reinforced. Additionally, governments 
need to be given ownership and leadership for policies, plans and processes within a framework for 
coordination, information sharing and dialogue at the national level. Finally, capacity is required for 
national monitoring and evaluation systems to measure progress and the delivery of  results.
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Discussion

To provide a taste of the discussion that followed, here are a sample of some of the comments 
expressed:

There are two sources of the predictability problem: donors and recipients. Paris 
is improving the administration problems on the donor side but not the politics 
on the recipient side, such as in the cases of Uganda and Ethiopia. The incentives 
lens needs to move beyond donor bureaucracies to also examine recipient 
bureaucracies, for example where line ministries are shopping for SWAPs projects 

in defiance of the Ministry of Finance lead

At country level donors are having problems implementing their 
commitment to the Paris Declaration. Certain donors have improved 
aid delivery and are therefore reluctant to harmonise and align because 
they see their methods of delivering aid as superior to those used by 
other donor agencies

Rather than cutting aid now, why don’t donors commit to cut it later? We cannot 
stop treating sick people and educating children immediately. You leave us with 

no option but to make in-year cuts to vital services

Donor coordination is not something we do, 
it is the way we conduct all our work

Paris is extremely important and an improvement on past efforts to improve aid 
management. However, the incentives faced by both donors and recipients may not 
be wholly compatible with commitments to improving aid effectiveness. Geo-politics 
clouds the picture. Multilateralism is the real answer to reducing transaction costs

Three levels of incentives are important: 1) donor-donor 
2) government-government and 3) donor-government. Aid 
policies are key to ensuring Paris is delivered and the message 
is a simple and a longstanding one

Rwandan aid policy is built around the Paris principles. It 
generates incentives by providing the recipient country with a set 
of sticks with which donors can be beaten. Line ministries find 
themselves in a different dialogue with the Ministry of Finance. 
And each donor is asked to give an account of how it is complying 

with the aid policy and by extension, Paris

Recipient governments are acutely aware that aid is part of a 
foreign policy relationship and is framed by the domestic policy 
imperatives of the donor government

“ “

““

“ “

“ “

“ “

“ “

“ “

“ “
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General Budget Support and beyond:
What is the latest thinking on aid instruments?

The afternoon session picked up specifically on 
the theme of aid instruments and, in particular, 
experience with General Bbudget Support 
and the link with improved Public Financial 
Management systems. Key questions driving 
the session included: 

• what constitutes choice over aid 
instruments and which principles should 
be guiding that choice in 2015? 

• what is the rationale behind General 
Budget Support? What is the 
performance record so far?

• how are efforts to support improved 
Public Financial Management delivering 
in practice? 

Paolo de Renzio, ODI Research Associate and 
Research Associate of the Global Economic 
Governance Programme, Oxford University 
began the session with a review of the current 
debates about aid effectiveness and, in 
particular, debates about which aid modalities 
work best and why. With a strong consensus 
apparent around the Paris Declaration and a 
strong reaction to the proliferation of donor 
actors and instruments, the road ahead implies 

a stronger focus on institutions, political 
accountability (for development results) and 
sustainability. 

Stefan Koeberle of the World Bank spoke 
specifically about the World Bank’s experience 
in delivering budget support, noting the 
benefits in terms of strengthened government 
ownership, country-led policy choice, improved 
coherence, opportunities for coordination 
and reduced transaction costs. Continuing 
challenges include the poor quality of PFM 
systems, lack of predictability and weak 
systems for monitoring and evaluation.

Frans Ronsholt, Head of the PEFA Secretariat 
outlined the approach of the Public Expenditure 
and Financial Accountability (PEFA) programme. 
The programme has already generated a 
lot of useful information and provided a 
more consistent performance benchmark for 
assessing PFM quality. But governments still 
need to be convinced of the ‘proven’ merits 
of PFM reform activities and need assistance 
with capacity development and training for 
assessment purposes; while donors need 
to collaborate more effectively to ensure 
compliance with the Performance Measurement 
Framework in PEFA assessments.

Session 2:

Chair: Alison Evans, ODI

Speakers: Paolo de Renzio, ODI and Oxford University
  – Re-thinking aid modalities: Innovative (?) ideas on aid instruments

 Frans E Ronsholt, PEFA Secretariat
  – Rolling out the ‘Strengthened Approach to Supporting PFM’

 Stefan Koeberle, World Bank 
  – World Bank experience with budget support: Emerging issues and  
  lessons learnt

The presentations for this session can be found in Appendix 3 or online at: 
http://www.odi.org.uk/PPPG/cape/events/2006_workshop
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Re-thinking aid modalities: Innovative (?) ideas on aid instruments
Paolo de Renzio, ODI and Oxford University

In 2001 Mick Foster outlined a decision tree looking at conditionality, earmarking, disbursement 
and accountability as the rationale for choosing an appropriate means of providing aid (available 
online at: www.odi.org.uk/publications/working_papers/wp158.pdf). Examining this decision tree 
in light of the latest thinking on aid instruments, we must ask ourselves: is this still relevant? Have 
things changed?

The Gleneagles commitment to scale-up aid has yet to materialise. However, the emphasis on 
achievement of the MDGs and restriction of their achievement to a time-bound horizon poses a 
real danger, particularly in terms of the consequences of failure to eliminate poverty by 2015. What 
then?

Debates surrounding the effectiveness of aid have brought into question whether aid contributes 
to growth and poverty reduction, which aid modalities work best and in what circumstances, who 
is accountable to whom and for what, the long term costs of high aid dependency and finally the 
elusive quest for capacity development. Appropriate solutions are yet to be found for the last two 
of these concerns.

Nancy Birdsall’s concept of the ‘Seven Deadly Donor 
Sins’ (see box) highlights some of the current problems 
with donor behaviour but also helps us to understand 
where we want to be by 2015 and beyond in terms of 
meeting the Paris Declaration’s principles for more 
effective aid. We want to be moving away from a 
proliferation of actors and instruments towards more 
effective and better coordinated institutions, integrated 
planning and budgeting, political accountability of 
governments and donors, and sustainability. In order 
to reach this, there are some basic principles that we 
should follow:

• Avoid bypassing governments except where 
building domestic constituencies or where there is 
a case for urgent humanitarian or social protection 
intervention.

• All aid modalities can comply with good donor 
principles, which strengthen rather than undermine 
institutions.

• There is a need for more flexibility, experimentation and an increased policy space.

• Donors need to work with all local accountability actors in order to strengthen domestic 
accountability.

As regards the general thinking on aid modalities, a number of key issues need to be taken on 
board: 

• Choice of aid modalities may not be the most important issue 
– Choose modality depending on area/sector?
– Earmarking and fungibility.

• How do we handle fiduciary and political risk?

• What incentive effects does aid generate?

• Smarter use of Technical Assistance.

• Smarter use of Monitoring and Evaluation.

Seven Deadly Donor Sins
Nancy Birdsall

1. Impatience: with institution building

2. Envy: collusion and coordination failure

3. Ignorance: failure to evaluate

4. Pride: failure to exit

5. Sloth: pretending participation is 
sufficient for ownership 

6. Greed: unreliable as well as stingy 
transfers

7. Foolishness: underfunding of global 
and regional public goods

(Birdsall, N. 2004 Seven Deadly Sins: Reflections of 
Donor Failings. Working Paper 50. Washington DC: 

Centre for Global Development)
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Rolling out the ‘Strengthened Approach to Supporting Public Financial 
Management’
Frans E Ronsholt, PEFA Secretariat

The objective of the Public Expenditure and Financial Accountability (PEFA) Programme is to deliver 
government ownership, harmonisation, alignment and results orientation in the area of Public 
Financial Managment (PFM). In other words, the programme aims to deliver the Paris Agenda within 
PFM. The underlying approach of the programme is the ‘Strengthened Approach to Supporting PFM 
Reforms’. This approach has three components: a country-led PFM reform programme; a donor-
coordinated programme of analytical, technical and financial support; and an information pool 
based on a framework for measuring and monitoring results over time.

The PFM Performance Measurement Framework is the concrete instrument used in the roll-out of 
the Strengthened Approach and the application of the framework is entirely decentralised to the 
country level. The framework is used to provide reliable and timely information on PFM performance, 
ensure PFM reforms yield results and facilitate the harmonisation of dialogue between governments 
and donors.

The roll-out of the approach has made significant headway and it looks like 75 countries will be 
covered by early 2008. There are, however, some fundamental challenges in implementing the 
framework objectives. These include:

• Government ownership needs to be encouraged by raising awareness of the proven 
beneficial impact of PFM reform activities and by highlighting that they can facilitate donor 
harmonisation.

• Governments need assistance with capacity development for training and assessment (both 
self- and donor-led) and guidance on how to move forward given the results.

• A donor reference group is essential for full collaboration and to address the needs of all 
parties in order to arrive at an agreed consensus. So far 19 donor agencies are involved but 
many are only partially involved. The PEFA Secretariat is currently monitoring compliance with 
the framework in the assessments.

• The reference group, comprised of both governments and donors, should make joint decisions 
on various issues including:

– diagnostic packaging,

– adequate resources for assessment work,

– timeframes – getting results out in a timely way,

– quality assurance arrangements,

– disclosure of final reports.

The assessment results can provide the basis for dialogue on reform programmes and provide a 
benchmark against which progress can be measured with repeat assessments. The results can also 
be used to provide input to donors’ fiduciary risk assessments. However, a cautious approach must 
be followed so as to avoid creating incentives for the manipulation of ratings, which would undermine 
the use of the assessments as a monitoring tool.

This approach to supporting PFM can improve government-donor cooperation, which can help to 
reduce the number of assessments and thus transaction costs. It can also potentially improve the 
coordination of technical and financial support to government reform programmes.

Ultimately, more time is needed to monitor the implementation of the Strengthened Approach and 
its impact. This, along with dissemination, training and monitoring compliance with the Performance 
Measurement Framework, is the current focus of the work of the PEFA Secretariat.
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World Bank experience with budget support: Emerging issues and lessons 
learnt
Stefan Koeberle, World Bank

The rationale behind budget support as an aid modality is well documented: systematic capacity 
building, strengthened accountability, greater efficiency in public expenditure and better links 
between policy and results. It also promises a higher quality of aid through improved coherence 
and opportunities for coordination and reduced transaction costs for partner governments. However, 
there is still much progress to be made on these fronts; harmonisation between donors remains 
uneven and transaction costs are high. Budget Support Groups have emerged as a pragmatic vehicle 
for coordination at the local level but their effectiveness is dependent on the level of donor capacity 
and the internal governance of these groups. 

Some donors see GBS as intrinsically more risky than traditional modalities, in part due to the poor 
quality of many partner countries’ PFM systems through which GBS flows. To guide their decisions 
on GBS, donors put strong emphasis on looking at the quality of partner countries’ PFM systems and 
their commitment to PFM reform. Reasonable evidence of improvements over time have become a key 
issue, but despite its central importance, there is no established minimum PFM performance level 
as a precondition to GBS and the tracking of progress against PEFA indicators is not systematic. 

Fraud and corruption affect the functioning of PFM and procurement systems and affect the level of 
fiduciary risk. The fungibility argument states that due to funds becoming commingled with the state 
budget, other resources and the country’s foreign exchange reserves, the end use of funds cannot 
be tracked. A strategy for fighting corruption should focus on non-transparent, off-budget accounts 
and failure on the part of the government to observe internal controls. Procurement addresses 
fraud and corruption issues by requiring a review of transparency and accountability in the country 
procurement system. It might therefore be useful to elevate the importance of procurement systems 
as part of PFM.

Regarding monitoring and evaluation (M&E) in performance assessment frameworks, there is a lack of 
baseline data against which the implementation and outcomes can be measured. M&E capacity needs 
to be reinforced under supported programmes following investigation of existing arrangements and 
their improvement. All operations consistently include a results framework in countries with GBS: the 
associated result indicators need to focus more on a manageable set of readily available indicators 
drawn from Poverty Reduction Strategies (PRSs) and Country Assistance Strategies (CASs).

GBS brings a new dimension by emphasising mutual accountability. Overall there is broad adherence 
to the suggested good practice on this type of conditionality, tailored to country circumstances 
and comprising a few select measures. A shift to a series of programmatic operations has changed 
conditionality from traditional ex-ante (based on promises) to ex-post (based on performance). The 
challenge remains however to present multi-sectoral interventions when PRSs do not yield action 
plans. Governments should be given further incentives to take the lead in setting out the details of 
their policy programmes (obviating the need for intrusive policy matrices) and reduce the need for 
benchmarks for new programmatic cycles. 

Around 90% of programme documents discuss some poverty and social impacts arising from country 
policies and most (60%) summarise knowledge regarding poverty and social impacts of the reform 
programme. However, documents lack unequivocal statements on the likelihood and significance 
of its effects and links between analysis and conclusions are not always clear. 

Better tracking of progress of PFM reforms is required, using indicators and paying greater attention 
to the link to ‘residual’ risks. Baseline values need to be used systematically for results indicators 
and use should be more disciplined. We should aim for a further reduction in the use of benchmarks 
to ensure criticality and pay particular attention to conditions in ‘sensitive’ policy areas. Plans for 
analytic work on PSIA should be disclosed early and include unequivocal judgment on the likelihood 
and significance of distributional effects of the programme as well as environmental and natural 
resource aspects. 
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Discussion

To provide a taste of the discussion that followed, here are a sample of some of the comments 
expressed:

The recipient perspective is that budget support has added to transaction costs 
without reducing the costs of other modalities. Maintaining a menu approach is 

theoretically good but practically problematic

The menu is a fact of life for most agencies. 
The question is how to make all the options better

Is it important to have a balanced mix in each donor’s aid portfolio or in the portfolio of 
aid received by each country? Donor quotas on particular aid modalities do not respond 
to broader behavioural issues, which are more important than modalities. Are other 
modalities using national systems? If this is not possible, then they should not be used

Budget support does not have a separate and specific case 
to answer on corruption. Corrupt countries tend towards 
projects because they offer the greatest opportunities for 
personal gain 

Power relationships are central. The key question is how conditionality 
impacts on a country’s ability to make its own political decisions; for example 
single tranche negotiations by World Vision are good in theory but actually 
involve several levels of dialogue. The ex ante / ex post division is also highly 
theoretical as it is tantamount to discussing the future

Paolo de Renzio’s principles are non-controversial but taking 
them forward doesn’t inevitably lead to a menu approach. 
Budget support is the first option that makes the case for other 
aid modalities. PEFA potential is great, especially for enhanced 
dialogue regarding PFM but it must be allowed to run its course 
over time. We must avoid returning to Nancy Birdsall and focus on 
the longer-term trajectory of change. This demands management 

of the downside risks of moving to a global scorecard

The new Strategic Partnership with Africa work is likely to 
show that the use of the PEFA framework is actually reducing 

transaction costs

Tension exists between self-assessment and external validation, but 
this is unimportant as these are just two different opinions. PEFA ratings 
should not be used as triggers for budget support as this risks incentivising 
governments to distort findings and reduces the quality of dialogue

“ “

““
“ “

“

“

“ “

“ “

“ “

“ “
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Donor approaches and domestic politics:
What is the link between aid and domestic accountability?

The second day of the workshop shifted the 
focus to donor behaviour, domestic politics 
and the link between aid and domestic 
accountability, including in fragile states. Key 
questions motivating the morning session 
included: 

• how do donors operate as political 
actors?

• what is the link between aid and 
domestic accountability?

• what is the relevance of the Paris Agenda 
in fragile states?

Jeremy Gould, Institute of Development Studies, 
University of Helsinki challenged donors over 
their ‘denial’ of politics and the false separation 
of politics from aid. Gould argued that the 
current aid consensus is in danger of isolating 
real politics, arguing instead for a need to return 
to the ‘rough ground’ of contestation without 
domination in the aid system.

Mar Sophal, The Committee for Free and Fair 
Elections (COMFREL), Cambodia assessed 
the challenge of strengthening government 
accountability from the country perspective 
with a particular look at the role of parliament, 
civil society and the media. He noted the 

weaknesses of citizen voice and the lack of clear 
mechanisms for demanding accountability from 
government. Sophal pointed to the need for 
caution in assuming domestic accountability 
can be built through the aid relationship.

Sue Graves, Research Fellow in the Humanitarian 
Policy Group at ODI, reflected on the challenge 
of engaging in fragile states and the new 
‘interventionist’ approach to state-building in 
fragile contexts. Taking the Regional Assistance 
Mission to the Solomon Islands (RAMSI) as an 
example, Graves pointed to the challenges of 
supporting formal accountability institutions 
where there is a lack of substance around 
which to hold either the government or RAMSI 
to account.

Finishing up the session, Jesse Griffiths 
from ActionAid focused on the challenge of 
downward accountability between governments 
and citizens in a context in which upward 
accountability between governments and 
donors has become dominant. Taking Technical 
Assistance as an example, Griffiths noted 
the tendency to deliver TA ‘top-down’ rather 
than encourage it to be owned and led by the 
recipient country.

Session 3:

Chair: Clare Short MP

Speakers: Jeremy Gould, Institute of Development Studies, Helsinki
  – Donors and the denial of politics

 Mar Sophal, COMFREL, Cambodia
  – Strengthening government accountability  

 Sue Graves, ODI 
  – Robust interventions and implications for accountability

 Jesse Griffiths, ActionAid UK
  – Technical assistance: Supporting or undermining accountability?

The presentations for this session can be found in Appendix 3 or online at: 
http://www.odi.org.uk/PPPG/cape/events/2006_workshop
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Donors and the denial of politics
Jeremy Gould, Institute of Development Studies, Helsinki

Two political arenas exist: the ‘global governance’ arena which encompasses the rules governing 
North-South relations, and the arena comprising political processes and outcomes in Southern 
jurisdictions. Two analytical dimensions also exist: the first looks at ‘rules and norms’ or legal 
frameworks, the second, at quality of outcomes: ‘agonistic pluralism’ versus consensual democracy. 
The agonism is donors in denial in their attempt at consensual politics. The difference makes 
consensus impossible.

Like security actors, donors are focused on a united front consensualism. However, in practice, donors 
do not act democratically. There are underlying factors in play. Moral dichotomies (such as ‘friend 
versus enemy’, ‘help others versus help oneself’) exist in the rules that govern North-South relations. 
A persistent state of emergency or urgency can create a united front, blurring public and private 
interest. Means and ends may become conflated. The use of a uniform new public managerialism 
model (i.e. implementation delegated to ‘locals’ and recruitment of local staff into agencies) may 
drive decisions. 

There is also a ‘de-semantisation’ of conceptual tools for public reflection, interest articulation and 
political debate or contestation. Words adopt a new meaning. Take for example, the words ‘war on 
terror’. They no longer denote what they are meant to. Similarly, donors share a common language 
of ‘ownership’ and ‘partnership’ but these words are emptied of their original meaning. The effects 
of false consensus include the isolation of ‘politics’ from ‘aid’, privileging managerialism and the 
isolation of agnostic forces. 

Nevertheless, divergent values need not be irreconcilable. Embracing a degree of diversity does not 
imply anarchy. Plurality of interests can exist within and between recipients and donors. 

Giving back the word ‘partnership’ its true meaning means, first, recognising the plurality of interests 
that exist, second, embracing the inevitability of diverse vocabularies and strategies and third, 
regulating donors.
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Strengthening government accountability through civil society, parliament 
and the media
Mar Sophal, COMFREL, Cambodia

The 1991 Paris Peace Accords established democratic elections and a ceasefire in Cambodia following 
almost 13 years of civil war. However, the agreement was not fully respected by the Khmer Rouge. 
UNTAC-supervised elections in 1993 helped to restore some degree of normalcy under a coalition 
government. Factional fighting in 1997 ended the first coalition government, but a second round of 
national elections in 1998 led to the formation of another coalition government and renewed political 
stability. The remaining affiliates of the Khmer Rouge surrendered at the beginning of 1999. The 
elections in July 2003 were relatively peaceful, but it took a year of negotiations before a coalition 
government was formed. 

Now, after a decade of improving economic performance and stability, government institutions are 
considered to be functioning although corruption is rife both in the public and private sectors. The 
Government’s Public Financial Management (PFM) Reform Programme continues to make progress. 
Achievements have already been made and a second wave of reforms are expected to include a 
streamlining of budget execution procedures to speed disbursements to spending agencies and 
the introduction of programme budgeting to better align spending with priority National Strategic 
Development Plan objectives. These measures should improve the efficiency of the PFM system as 
well as reduce fiduciary risk by reducing corruption. Nonetheless, despite progress in many areas, 
Cambodia still faces difficult challenges in meeting the Millennium Development Goals.

Of a population of roughly 14 million, 85% are farmers. Citizens are unable to hold government 
to account effectively. NGOs and CSOs are working to change practices and perceptions from the 
bottom-up. The press is a relatively free element, but TV and Radio are controlled by the political 
parties. Journalists fear being killed, imprisoned or intimidated. Despite the existence of modern 
communications, the majority of the rural poor do not have access to information. 

Some major challenges need to be overcome in terms of education and awareness raising, but 
also with respect to institutional structure and cultural behaviours. Citizens who currently have 
very low levels of education and expectations need to be assisted in their development of a better 
understanding and application of democratic processes, including access to their local MP. There 
also needs to be a professionalisation among staff in institutions. Weak and politicised institutions 
need to be dealt with and the rule of law installed to counteract the existing culture of impunity. 
 
Cambodia is currently receiving donor support for increased government accountability through a 
variety of bilateral programmes and direct technical assistance, with the majority of donors (USAID, 
DFID, WB, EC, GTZ, UNDP) focusing on government accountability. Major challenges exist for improving 
the effectiveness of donor support in this area. More coordinated and consistent donor actions 
are required and funding should only cease once agreed long-term objectives are achieved. At an 
institutional level, there should be proper support for learning exchanges for government officials 
so that they can benefit from experiences of other countries. Finally, there should be longer-term 
strategic support for civil society organisations. Working collectively they can increase pressure for 
positive change.
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Robust interventions and implications for accountability:  
A case from the Solomon Islands
Sue Graves, ODI

The Solomon Islands has a population of 500,000 people who speak 63 different languages and 
who are spread over hundreds of islands. It gained independence from Great Britain in 1978 and 
has many characteristics of a neo-patrimonial state, with ethnic tension since the 1990s. From 1998 
to 2003 governance crumbled and criminal lawlessness became rife. The leadership changed twice 
by force and two different peace agreements were constructed. During this crisis period per capita 
GDP halved, falling below $500 in 2002. The economy contracted by 14% in 2000 and by another 
9% in 2001. 

There is increased consensus in the international community that disengaging from ‘fragile’ or ‘failed’ 
states such as the Solomon Islands is no longer viable. As a consequence, the link between aid and 
security has strengthened. UN, hybrid and regional missions are more extensive, numerous and 
intrusive,  and military and aid missions are engaging explicitly in stabilisation and state-building. The 
OECD-DAC Principles of Good International Engagement in Fragile States promote coherence between 
security, development, political objectives, humanitarian assistance and whole-of-government 
approaches. These shifts reflect and encourage new approaches to donor engagement. The Regional 
Assistance Mission Solomon Islands (RAMSI) is one such example and is a useful experience to reflect 
on when considering the relationship between donor approaches and domestic accountability. 

In 2003 the then Prime Minister requested Australian intervention which resulted in the establishment 
and deployment of RAMSI. The RAMSI approach has been highly interventionist, involving military, 
police and civilian personnel. The police and civilian components were mobilised both as technical 
assistance (TA) and to fill in-line positions in the Treasury and Ministry of Finance. In Australia, RAMSI 
has represented the most joined-up government approach to international engagement to date.

RAMSI countries have made efforts to adopt a number of the principles central to the Paris Declaration, 
of which both Australia and the Solomon Islands are signatories. While placing RAMSI personnel in 
in-line positions has been controversial, it enabled the provision of GBS and the use of the Solomon 
Islands budget systems to disburse aid. The complete collapse of accountable financial systems 
in the Solomon Islands during the crisis years (including Ministry of Finance officials being forced 
to sign documents under threat of violence) would have precluded the provision of GBS without 
significant authority being given to international personnel.

Such an interventionist approach clearly raises significant challenges for ‘domestic’ accountability. 
Although RAMSI supports formal accountability institutions, there is a danger that its actions could 
undermine the political will and leadership of the Government. While RAMSI maintains a separate 
identity, there is no clear division of responsibilities between the Government and RAMSI. This can 
make it difficult for communities to hold either the Government or RAMSI to account. 

State-building objectives are inherently political. Interventionist approaches such as RAMSI therefore 
need to give significant consideration to how their presence interacts with local politics. In contexts 
where ‘strong’ engagement is required (and even requested) of donors, ownership and leadership 
are weak and eroded. There is also often little history of effective domestic accountability. But, how 
do these new donor approaches impact on accountability, legitimacy and leadership? Such contexts 
and approaches are resulting in a number of policy tensions which need further consideration. Key 
questions that need to be explored further include:

• How do donors promote ownership at the same time as adopting an interventionist approach 
to state-building?

• What impact do choices of aid modality and approaches to alignment have?
• How are communities’ expectations and priorities affected by conflict? Can we afford to prioritise 

institutions or is a peace dividend needed earlier?
• Do challenges relating to domestic accountability differ in conflict-affected contexts?
• What is sufficient ‘political will’ to begin working through the state and investing in the  

state-society relationship? 
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Technical assistance: Supporting or undermining accountability?
Jesse Griffiths, ActionAid UK

Governments should be accountable to citizens. Yet some aid relationships create a focus on 
‘upward accountability’ (governments accountable to donors) which could potentially undermine 
‘downwards accountability’ to citizens. The ability of citizens to hold their government to account is 
seen by many as a critically important motor for development. Not least is the importance of citizens 
being able to demand improvement in the use of public resources. Additionally, the importance of 
‘good governance’ is also well documented and domestic accountability processes are potentially 
the strongest motor for improving governance and combating corruption.

‘Upwards accountability’ has the potential to undermine ‘downwards accountability’ in a number of 
ways. First, by removing or influencing decisions which should be made through domestic political 
processes, for example through donor conditionality. Second, by focusing governments on reporting 
to donors and not citizens. And finally, by damaging transparency and making it difficult to ascertain 
who is responsible for key decisions.
 
Technical assistance (consultancy, research and training), is often tied, even where official donor 
policy is for untied aid. In some countries it is a significant proportion of total aid. TA providers are 
accountable to donors and there is a tendency towards heavy use of international experts rather 
than local experts. The priorities set by the donor often form an integral part of a larger agenda.

Technical assistance could, however, be an important element in supporting capacity development 
through the improvement of government capacity to meet citizen demands. It could be used to 
support key institutions to build capacity and improve accountability. However, technical assistance 
should be owned and led by the recipient country, which is too rarely the case.

Technical assistance can be seen to undermine ‘downward accountability’. It has the potential to 
influence key decisions which could be made through domestic political systems. Distorted lines 
of accountability can damage transparency and skew resource allocation. In Cambodia, Tonga 
and Zambia, for example, public spending on education (as a % of GDP) has been less than TA 
receipts.

Will the Paris Declaration on Aid Effectiveness solve the problem? The technical assistance target in 
the declaration is for 50% of TA to come through ‘coordinated programmes consistent with national 
development strategies’. This seems weak. A key question is: can a technocratic process led by 
donors stimulate significant reform?

Some reforms could be straightforward. For example, donors could untie the aid exempted from the 
OECD-DAC 2001 agreement on untying aid. However, some fundamental reform is needed too. For 
example, ensuring technical assistance is accountable to recipient governments through control of 
the allocation of resources; appropriate TA selection and management; and alignment with national 
strategies, constitute potential reforms. Wider thinking is needed on how to improve accountability 
in aid relationships at the international and national fora where donors can be held to account and 
through improvements in transparency.
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Discussion

To provide a taste of the discussion that followed, here are a sample of some of the comments 
expressed:

There are tradeoffs between effective and accountable 
states; focusing on one can undermine the other. There is 
a lack of reliable accountability indicators and information 

regarding what works; this clearly needs more thought  

TA is too short-term with only a 2-5 
year horizon. Capacity building can 
take 20 years or more

Aid for development is a technocratic project but we are moving 
towards the recognition that domestic politics is the most important 

determinant

The critique of language is right, but can you read off this a critique of the power 
relations as stark as presented? There is power on the recipient side too for example 
in Iraq, where those that have power believe that they can transform the world when 
in fact the seemingly powerless can subvert and resist

Are NGOs simply part of the network that turns 
accountability outwards or are they ‘midwives 
to domestic accountability’? 

It is not true that donors have had the effect of empowering technocrats and 
removing PFM from the political arena. In Uganda pooled funds are theoretically 
good but in practice ‘ventriloquism’ problems undermine the extent to which 
money is truly owned. Putting TA in the medium term expenditure framework and 
budget gives it monetary value and forces sectors to increase quality. There is a 
risk of grossly overstating the impact of donors on domestic accountability as, 
for example, a recent ODI study of GBS in Tanzania has shown

Tony Killick’s work on conditionality also shows that 
domestic politics dominates, but that there is also a need 
for more nuanced analysis of the point at which donors 

can operate effectively

There is a problem of donors providing a shield behind which 
governments can hide

Can donors incentivise political development or should the 
focus be on ‘doing no harm’ instead? 

“ “

“

“

“ “

“ “

“ “

“ “

“ “

“

“

“

“
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Improving donor behaviour: 
How can mutual accountability be realised  

at country level? 

The final session of the workshop highlighted 
the challenge of building mutual accountability 
and its place as a central pillar of the Paris 
Agenda. 

Lindsay Whitfield, Research Associate, Global 
Economic Governance Programme, Oxford 
University noted the challenges of breaking 
free from the current inter-dependence / status-
quo between donors and recipients. Whitfield 
pointed to the gap between the rhetoric and 
reality of the Paris Declaration and its roots 
in deep-seated contradictions within the aid 
system itself. Mutual accountability is unlikely 
to be achieved in a system in which donors 
effectively obstruct recipient leadership but 
also see themselves as central to bringing it 
about. 

Marta Foresti, Research Fellow in the Poverty 
and Public Policy Group at ODI, noted that 
mutual accountability was the weakest link 
of the Paris Declaration and that a Human 
Rights perspective could have particular 
value in strengthening this domain through a 
shift from ‘government-based ownership’ to 

‘citizen-based ownership’. Human Rights puts 
an immediate focus on domestic accountability 
and the relationship between the ‘rights 
holder’ (citizen) and the ‘duty bearer’ (state). 
By extension, Human Rights can also provide a 
framework for improving donors’ accountability 
to their own citizens and to recipient country 
citizens. 

Sujai Shivakumar, National Research Council, 
National Academies, Washington stressed 
the importance of institutions in solving the 
collective action problem underlying aid 
delivery. In aid dependent countries, the 
institutions that are needed to cope adaptively 
with problems of collective action are often 
missing, weak or bad. Aid initiatives that do not 
tackle these institutional factors are unlikely to 
succeed, while at the same time donor actions 
often create new collective action challenges. 
This places a premium on understanding 
institutional incentives and the impact that 
different aid modalities have on them. The key 
is to translate the rhetoric of Paris into concrete 
behavioural change from both donors and 
recipients at country level.

Session 4:

Chair: Tony Killick, ODI

Speakers: Lindsay Whitfield, Oxford University
  – Challenges in realising mutual accountability

 Marta Forsti, ODI
  – Mutual accountability: A role for Human Rights in implementing the 
  Paris Declaration?

 Sujai Shivakumar, National Research Council
  – Incentives and institutions in development aid: Towards mutual 
  accountability

The presentations for this session can be found in Appendix 3 or online at: 
http://www.odi.org.uk/PPPG/cape/events/2006_workshop
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Challenges in realising mutual accountability
Lindsay Whitfield, Oxford University

Making donors more accountable demands stronger leadership from aid recipients, including the 
ability and willingness to co-ordinate donors. The literature implies that recipient governments 
are passive and have weak capacity and that this can be reversed by donors through attention to 
incentives. The gap between the rhetoric and the reality of the Paris Declaration is not however 
due to weak or perverse incentives but to systemic contradictions within the aid system itself. Aid 
dependence obstructs recipient leadership yet donors see themselves as central to bringing about 
recipient leadership. 

The problems of ownership versus ventriloquism and mutual accountability versus dependence 
stem from two sources: one historical and the other structural. Historically, since the 1980s, the aid 
system has evolved in tandem with political systems. For example, rebuilding after crises leads to 
aid shaping the trajectory of institutions which consequently leads to an aid-institutions paradox. 

Structural Adjustment Programmes (SAPs) created a deinstitutionalisation of the reform process. 
Although SAPs had strength at first, they lacked a broad-based pro-reform constituency which 
exacerbated their weaknesses. In addition, policy rents created by aid kept politicians in power and 
reform became a charade. The result was ‘partial reform syndrome’. The interdependency between 
donors and recipients can create a pathological equilibrium, which in many countries is now the 
current status quo. 

With respect to the institutional structure of the aid system, past reforms have not replaced earlier 
practices but instead added to them. Two major problems arise here. First, new aid modalities 
deepen the institutional entanglement and, second, domestic accountability is made more difficult 
by donors seeking to participate in political dialogue. 

Recipient agency is not something donors can bring about; they should stop trying to create it. The 
aid machine is cumbersome and creates perverse incentives. Donor norms and attitudes need to 
change so that what donors say is what they actually mean. Donors should not assume to have all 
the answers and they should avoid micro-management.
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Mutual accountability: A role for Human Rights in implementing the Paris 
Declaration?
Marta Foresti, ODI

Do Human Rights make a difference in development practice? Can they? What is the ‘added’ or 
‘practical’ value of Human Rights for development action? There are three main reasons to consider 
the relationship between Human Rights and aid effectiveness (in particular, the Paris Declaration). 
First, aid effectiveness is not an aim in itself. It is linked to development outcomes, including the 
realisation of Human Rights. Second, the effective use of resources is not (just) a technical matter, 
it is political too. Having a technically capable institution is important, but it is not enough. Third, 
Human Rights has a practical value and is more than a normative framework. 
 
So, can Human Rights improve the implementation of the Paris Declaration (PD)? The Declaration is 
a very welcome and useful framework, but it is not a ready-made, fully operational and consensual 
framework. Successful implementation will depend on linkages between the commitments and on 
the implicit assumptions underlying these.
 
Human Rights has the potential to identify risks with, and contribute to, PD commitments. In relation 
to the commitment on harmonisation and alignment, there is a risk that harmonisation among 
different donors will entail agreeing on the lowest common denominator, which potentially could 
result in less commitment on Human Rights. With regards to increasing the predictability of aid flows, 
Human Rights could provide a structure for an explicit ‘policy dialogue’ on conditionality (standards 
and acceptable behaviour). The Paris Declaration assumes a consensus on government, leadership 
and capable institutions. Human Rights shifts the focus from ‘government ownership’ to ‘citizen 
based ownership’ including the requirement for provision of space and processes for engagement. 
The Paris Declaration needs to broaden its focus on (political) institutions and capacity required for 
implementation. In relation to management for results, there is a risk of  Human Rights encouraging 
further upwards/outwards accountability (i.e. from recipient to donors). However, the management 
for results commitment is key to supporting effective domestic accountability. ‘Results as rights’ 
standards can mobilise domestic pressure for performance.

Mutual accountability is the weakest link of the Paris Declaration. Human Rights could have particular 
value for strengthening the Declaration in this domain. Human Rights can help to place particular 
emphasis on domestic accountability and on the relationship between the citizen as a ‘right holder’ 
and the state as a ‘duty bearer’. In addition, Human Rights could provide a framework for improving 
donors’ accountability to both their own and recipient country citizens. An additional method would 
be to link the management for results agenda to mutual accountability, through an emphasis on 
transparency and the right to information. 

More generally, the Human Rights framework is one of the few available to the international community 
which is based on agreed standards and mutual legal obligations. This means that states have an 
obligation, not an option, to be accountable to their citizens. Citizens should be able to participate 
as a right, not through good will or as a condition for aid. This links with the right to vote, freedom 
of expression, standards and obligations. This may be a little idealistic but it can work in practice; 
as demonstrated by the experience of HIV/AIDS campaigners in South Africa, the Right to Food 
and Right to Information in India, and Social accountability/budget monitoring in South Africa and 
Mexico, to name but a few.
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Incentives and institutions in development aid: 
Towards mutual accountability
Sujai Shivakumar, National Research Council

Development concerns the realisation of our adaptive wellbeing through collective action. Collective 
action situations are at the heart of development and exist where contributions from multiple 
actors are required to produce joint outcomes. Problems occur when motivation and information 
problems are unresolved, creating sub-optimal outcomes. Institutions represent a way of solving 
collective action problems. Institutions are socially considered rules and represent the shared 
understanding needed to successfully address problems of collective action. Such rules must 
be reliable, recognisable subject to broad awareness, and non-arbitrary. By structuring human 
interaction, institutions can help actors to anticipate the actions of others, reduce uncertainty and 
promote coordination and cooperation. 

Institutions matter for development. In more developed countries, well adapted networks of 
institutions generally lead to productive outcomes. In poor countries, individuals often face negative 
incentives, making it difficult to invest in economic activities, provide public goods or improve 
communally held resources. The ‘state’ often fails in its core institutional role by failing to address 
underlying problems of collective action facing its citizens. Aid often fails to craft the institutions 
needed for sustainable development.

The widespread perception of aid ineffectiveness continues to challenge donor and recipient 
governments, aid agencies and scholars. The effectiveness of traditional aid is increasingly being 
questioned. Micro level aid is often not sustainable at the macro level; donor governments and aid 
agencies are demanding new, more productive aid delivery systems. The Paris Declaration is a recent 
instance of international commitment to improve aid quality. The challenge of translating the rhetoric 
of Paris into concrete behavioural change from donors and recipients at the country level remains. 

In most heavily aid dependant countries the institutions needed to solve collective action problems 
are either missing or weak. Aid initiatives that do not tackle these institutional factors are not likely to 
succeed. The donor’s presence always alters, for better or worse, existing incentives; for example, the 
presence of aid can introduce new moral hazards. Aid can also strengthen some local stakeholders 
over others. It is not clear how well we really understand the donor’s institutional impact. 

International development occurs in a network of linked collective action situations rather than in 
a linear way. The outcome of development aid depends on how the challenges of working in this 
network are addressed. Thinking about aid delivery as a linear process fails to reveal the varied 
institutional contexts within which each of the multiple actors operate. The linear model strengthens 
the false view that incentive structures in the donor’s internal governance and disbursement systems 
are distant and unrelated to the problems of aid sustainability on the recipient side.

Instead, actors should think about aid as a complex network of interdependent relationships. In 
reality, incentives facing donor agency actors do have impacts; for example, does the agency resist 
pressure to ‘Move the Money’? Ongoing learning is needed to understand and support institutions 
that could solve collective action problems in recipient countries. Questions we must address concern 
whether the agency adequately captures staff experience, or whether it relies too heavily on temporary 
contracts. Is there effective inter-generational knowledge transfer and are evaluations pro forma or 
are they genuine learning opportunities? To improve performance, development agencies have to 
provide incentives for learning. It therefore should be established whether the agency rewards staff 
efforts that lead to sustainable outcomes and whether policies on promotion and transfer support 
learning. 

If we were to start the process ‘from here’ it would be vital to examine: how existing indigenous 
institutions can be modified or modernised to cope with current challenges; how information 
flows can be designed to reduce missing information and asymmetric information; and whether 
modifying these institutions would threaten the power elite and if so, how can ‘top-down’ reconcile 
with ‘bottom-up’?
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Discussion

To provide a taste of the discussion that followed, here are a sample of some of the comments 
expressed:

There is information asymmetry both at international and 
country levels 

 

Collective action theory needs to be applied to the use of aid modalities 
such as General Budget Support and Sector Wide Approaches

Independent monitoring groups replicated across 
different countries is a bad idea, although it did work 
in the mid to late 90s in Tanzania and through the 

Mozambique performance-monitoring mechanism

Naming and shaming in public is the answer. OECD-DAC is 
a ‘donors club’ and there should be a recipient equivalent. 
However, currently there is only the Ec0nomic and Social 
Council Development Co-operation Forum. African peer 
review grabs attention but needs recipient voices as part 
of the OECD-DAC peer review

With respect to enforceability – why don’t 
recipients cartelise like donors? The aid 
system prevents this 

With respect to the existence of incentives 
in donor agencies, accountability can be 
about improving performance as well as 

answerability and enforceability

Donor agencies are not monolithic either. German 
implementation agencies actively resist politically-agreed 

initiatives

“

“

“ “

“

“

“ “

“

“
“ “

“ “
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Conclusions

The 2006 CAPE workshop set itself some challenging questions. While no definitive answers could 
be expected, the presentations and discussions did reveal some interesting recurring themes and 
important directions of travel.

The first question asked: can donors do more to support progressive political and economic change 
in poor countries? Contributions from Jeremy Gould, Lindsay Whitfield, Sujai Shivakumar and Marta 
Foresti laid out some of the challenges of getting donors to engage with ‘the politics of aid’ and the  
contradictions within the aid system that often undermine efforts at more progressive political and 
economic change. The importance of translating the Paris Declaration into concrete behavioural 
change was discussed, including a shift from government-based to citizen-based ownership. Claver 
Gatete provided a recipient country perspective noting the extent to which unhelpful aid practices 
can get in the way of domestic reform processes, and the importance of the Paris Declaration in 
providing a rules-based framework within which aid recipients can now ‘fight back’.

The second question asked: is a new approach needed to selecting the most appropriate mix of aid 
instruments in a given context? Paolo de Renzio questioned whether the choice of aid modalities 
was in fact the most important issue at hand and whether the bigger issue was the need to consider 
the incentive effects that aid generates and how best to handle fiduciary and political risks. He also 
set out some basic principles for delivering aid and encouraged smarter use of TA and M&E.

The third question asked: what are country level PFM reforms delivering in terms of a better context 
for utilising aid? Richard Manning explained that, despite the acknowledged importance of quality 
PFM systems, there appears to be little correlation between the quality of country PFM systems and 
the amount of budget support as a percentage of total aid. Stefan Koeberle noted that although 
PFM systems have become a key issue for donors providing GBS, there is no established minimum 
PFM performance level as a precondition to GBS and tracking of progress against PEFA indicators 
is not systematic. Frans Ronsholst from the PEFA Secretariat provided a read out on the progress of 
rolling out the PFM Performance Measurement Framework, noting that the programme has already 
generated a lot of useful information and a consistent set of benchmarks for assessing PFM quality. 
However, many governments still need to be convinced of the proven merits of PFM reform activities 
and need assistance with capacity development and training.

The final question posed by the workshop was whether attention to donor agency incentives can help 
deliver improvements in aid effectiveness at country level. Alison Evans noted the unique consensus 
driving the Paris Declaration but also the incentive problems that arise from the disconnect between 
the ‘macro-authority’ given to donors and their behaviour as micro-economic agents. While progress 
on the PD is beginning to have an effect on the way aid is delivered, agency and incentive problems 
and an underestimation of what it means to build domestic ownership and mutual accountability from 
the ‘bottom-up’ may ultimately derail the Paris project. Shivakumar noted the extent of the collective 
action problem underlying aid delivery and the fact that many of the institutions needed to cope 
adaptively with problems of collective action are often weak, missing or bad in recipient countries. 
Aid agencies that do not understand or tackle these institutional factors are unlikely to succeed, 
while at the same time donor-agency led initiatives can create new collective action problems. 

One recurring theme throughout the two days was the importance of institutions to the way aid 
delivery works and the way the aid system is constructed. It became clear that more work is needed 
on unpacking the policy and practice implications of how institutions and aid interact and what 
matters most from the point of view of delivering results. CAPE and the Poverty and Public Policy 
Group in ODI have made this a major theme of their work for 2007 and 2008.
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Evaluation of 
General Budget Support

• Most comprehensive joint evaluation of GBS ever 
undertaken: evaluates about USD 4 billion with in-depth 
study of seven countries

KEY FINDINGS

• GBS can be an efficient, effective and sustainable way of 
supporting national poverty reduction strategies 

• Provision through national budget systems has produced 
systemic effects, particularly on PFM related capacity and 
on allocative and operational efficiency of public 
expenditure

Evaluation of 
General Budget Support

Key Findings

• GBS is not a panacea – and needs to be employed 
when conditions are  appropriate (in five out of seven 
case studies GBS played a positive role)

• Positive “spillover effects”: on harmonisation, alignment 
and coherence, partner country transaction costs

• Too soon to assess ultimate effects on poverty, but an 
instrument that assists in implementing a PRS and 
expansion of public services 
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Evaluation of 
General Budget Support

Key Findings (cont)

• Important not to overload the design of the GBS 
instrument 

• Can have a destabilising effect when the environment is 
not suitable for its implementation (Malawi) 

• Vulnerable to risks, including political

• Many findings relevant to programme based approaches 
in general 
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An ambitious model of 
change - which way the 

Paris agenda? 

Alison Evans

A Unique Consensus 

• Commits development community to respect the 
right (& responsibility) of partners to establish 
their own development agenda

• Encourages alignment with development 
priorities & use of country systems

• Reinforces the use of good practices in aid 
delivery 

• A rule-based partnership for scaling up effective 
aid

Also an ambitious model of 
change

• Supporting stronger national economic 
governance institutions

• Better fiscal management, pro-poor policies & 
expenditure choices, managing for results

• Mutual accountability & stronger feedback loops
• Stronger institutions => locks in pro-poor 

policies => better budgets & aid. mgmt => better 
delivery => better development outcomes

Paradoxes and Disconnects (1)

• Aid & lending involve complex contractual & 
agency relationships, most of which are 
microeconomic in nature

• Signatories to the PD have ‘macro-authority’ but 
behave as microeconomic agents = classic 
incentive paradox

• PD partly a response, but information & 
enforcement problems also endogenous &  
shape how far and fast progress can be made

Paradoxes and Disconnects
(2)

• Changing landscape of donors and users 

• Re-emergence of alternative aid objectives

• PD seeking to reduce fragmentation

• But trajectory not certain - more concentration 
may = greater risk spreading by partners & a loss 
of focus on PR; more competition may = greater 
focus on PR through increased innovation & 
learning. 

• Focus on predictability more important?

Paradoxes and Disconnects
(3)

• Mutual accountability critical to a step change in 
donor practices AND partner country 
ownership/empowerment 

• Paris promotes country level mechanisms for 
assessing mutual progress in implementing 
commitments to more effective aid

• But building accountability a domestically driven 
process, not one readily obtained ‘off the shelf’
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Paradoxes and Disconnects
(3)

• Accountability = answerability & enforceability 
(Goetz & Jenkins). 

• Most of the focus to date has been on 
answerability i.e. generating information about 
performance, regular monitoring and capacity 
to analyse information.

• Enforceability is generally the missing piece 
and questions is how to enforce in what is 
essentially a voluntaristic framework.

• Can Paris deliver?

Conclusions

• Tackling the incentive problem – more incentive 
compatible TA, finance & dialogue, more 
emphasis on supporting local ownership 
principles.

• Concentration vs. competition – reducing 
fragmentation right but ruling out competition 
unlikely to work. Donors need to tackle issues of 
flexibility & predictability first and foremost

• Mutual accountability – importance of a bottom 
up process but still a problem of enforcement

34



Budget Support and Beyond: Can the Budget Support and Beyond: Can the 
Paris Agenda on Aid be DeliveredParis Agenda on Aid be Delivered? ? 

The case of RwandaThe case of Rwanda

Lycee de
Zaza

GS Muhura

Collège Christ-Rois

E.S.Shyangi

ESSA Gisenyi Collège ST André

IntroductionIntroduction

Key Policy instruments
Vision 2020
PRS, NIS, PRGF, MDGs & NEPAD
EDPRS
External Aid Policy 
Rwanda receives in excess of $400 million of Aid 
per year (about 51% of the national budget)
Debt relief - Rwanda has reached HIPC 
completion point

After Rome Declaration on After Rome Declaration on 
Harmonization (Feb. 2003)Harmonization (Feb. 2003)

Aid coordination, harmonization  and alignment 
(ACHA) framework
Development Partners Coordination Group or DPCG 
(Government, Multilaterals, Bilaterals, NGOs) 
Budget support harmonization group or BSHG (PRS 
review (June), Public Financial Management + FARAP  
(March & September) and Macroeconomic performance 
(March & September)) 
Harmonization and alignment in Rwanda of projects and 
programmes or HARPP
Cluster system 

Key problemsKey problems
Capacity problems (genocide, multiple aid 
modalities and processes, etc…)
Many frameworks, MoUs and agreements for aid 
management (Bilaterals, multilaterals, UN, 
development funds) 
Predictability in terms of volume, quality and 
timing of aid (politicisation of aid, excessive 
conditionality)
Transaction costs (Donors continue to place 
significant demands on Govt in terms of time, 
reporting needs, and use of resources through 
numerous missions and meetings)

Key Problems ContKey Problems Cont’’dd
Incomplete reporting of ODA including that 
provided through NGOs, especially for projects 
(reduces transparency, and hinders the ability of 
Govt to monitor and manage ODA.  This info is 
critical to planning, budgeting and execution)
Alignment (weak Govt strategies/planning, some 
donor agencies still constrained by their own 
institutional arrangements, off-plan and off-
budget)
Vertical funds and technical assistance 
(distortionary and lack of skills transfer.  

After Paris Declaration on Aid After Paris Declaration on Aid 
Effectiveness (March 2005)Effectiveness (March 2005)

Current Aid Policy (approved on 26th July 2006)
Preferred Aid Modality – Un-earmarked budget support, sector 
budget support followed by stand-alone projects which must be 
on-budget and on-plan and prefers pooled resources rather than 
ear-marked for specific projects
Support to decentralized entities to be channelled through 
Common Development Fund (CDF)
All technical assistance to be provided in a coordinated manner 
through national systems (be overseen by the Human Resources 
and Institutional Capacity Development Agency (HIDA) – Govt 
will encourage pooling of resources for this initiative)
NGOs undertaking service delivery function to provide concise 
and timely information on all activities (Laws and new manuals 
for local & International NGOs)
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Current Aid PolicyCurrent Aid Policy
Vertical funds to align with sector plans and on-budget 
(guidelines will be provided to avoid any distortions)
Data on Aid flows to be collected from donors in a 
structured manner using the Development assistance 
database (DAD) – info shared b/w Govt and Donor 
agencies
Responsibilities in the mobilization, negotiation and 
management of external assistance clarified (Finance, 
Foreign Affairs, Line Ministries, External Finance Unit, 
CEPEX, etc…)
Clear role of DPCG formalized (in overseeing aid 
coordination and reviewing progress made in the 
fulfilment of commitments identified in the Paris and 
Rome declarations)

Current Aid PolicyCurrent Aid Policy
Prefers assistance in the form of Grants but loans will 
only be considered if they are highly concessional with 
low transaction costs
Govt will decline assistance where transaction costs are 
unacceptably high, insufficient alignment to Govt 
priorities or conditionalities are excessive.
Mutual accountability – Govt accepts the principle of an 
independent mechanism for regular monitoring of the 
performance of both Govt and its partners against 
accepted criteria.
Preference for Joint Missions and analytical work, and 
delegated cooperation. 

Key issues for Budget SupportKey issues for Budget Support

Strengthening Planning Process (sector wide approach, 
sector plans, development plans)
Strengthening Public Financial Management and 
accountability
Government ownership and leadership (Policies, plans, 
processes)
Framework for coordination, information sharing and 
dialogue at the national level (Partnership)
Capacity for national monitoring and evaluation system 
(including outcomes/results)

Thank you for your attention

End
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Re-thinking Aid Modalities:
Innovative (?) Ideas 
on Aid Instruments

Paolo de Renzio

6 November 2006

Overseas Development Institute

CHOICE OF AID INSTRUMENTS

A BIT OF CONTEXT...

Scaling up (...will it ever happen?)

2015 and beyond...

Debates about aid effectiveness
Does aid promote growth and poverty reduction?
Which aid modalities work best?
Contested accountabilities
The aid-institutions paradox
The elusive quest for capacity development

THE FOUR PROPHETS

External

Internal

“(Big) Pull”“Big Push”

THE ROAD AHEAD

- Consensus 
around PD & 
Harmonisation

- Proliferation of 
actors and 
instruments

- 7 Deadly Sins

TODAY

- Effective 
institutions

- Integrated 
Planning & 
budgeting

- Political 
accountability

- Sustainability

2015 +

?

SOME BASIC PRINCIPLES

In general, avoid by-passing governments

More focus on alignment, less on 
harmonisation (i.e. all aid on-plan and on-budget)

Reasonable reform agendas, increased 
policy space

Strengthening domestic accountability

37



KEY ISSUES

Choice of aid modalities may not be the most 
important issue 

Choose modality depending on area/sector?
Earmarking and fungibility

Handling of fiduciary and political risk

The incentive effects of aid

Smarter use of Technical Assistance

Smarter use of M&E
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Rolling out the 
Strengthened Approach to 
Supporting PFM Reforms

Frans Ronsholt, PEFA Secretariat

ODI-CAPE Annual Conference

London, November 6, 2006

The PEFA Program

Objective is to deliver government ownership, 
harmonization, alignment and results orientation 
(i.e. the ‘Paris Agenda’) in the area of public 
financial management

Underlying approach is the ’Strengthened 
Approach to Supporting PFM Reforms’

Components of 
the Strengthened Approach

A country-led reform program – including a 
PFM reform strategy and action plan

A donor-coordinated program of analytical, 
technical and financial support

A common information pool – based on a 
framework for measuring and monitoring results 
over time

Roll-out of the Strengthened Approach

Creation of the Common Information Pool seen 
as the first step

The PFM Performance Measurement 
Framework is the concrete instrument used in 
that process

Application of the Framework is entirely 
decentralized to the country level (if, when, 
how to use the Framework)

Objectives of the Framework

Provide reliable and timely information on 
PFM performance

Determine if PFM reforms yield results

Facilitate harmonization (reduce transaction 
costs) of donor – government dialogue on:

PFM performance, strengths and weaknesses
Reform needs and priorities
Donor support to reforms

Roll-out status 

Assessment Status as at October 2006

33 substantially completed i.e. draft/final report
16 on-going but report not yet issued
36 agreed with government but not started
Roll-out rate: 2-3 new assessments per month

Outlook for early 2008
75 countries covered

a few repeat assessments
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Geographical distribution 

Challenges !

Government Ownership

Government awareness and interest
Dissemination to focus on benefits to government
Monitoring tool for impact of PFM reform activities
A vehicle to facilitate donor harmonization

Government capacity and role
Self-assessment (with external validation)
Collaboration with donor-led assessment
Assist government with training & suitable timing

Government use of assessment results
Give government space to form own opinion
Identify areas that need reform for in-depth analysis

Examples of  proactive Government

Zambia & Nicaragua
Self-assessment
Technical support & external validation by donors
Zambia assessment issued as government document

Tanzania
One assessment, One process

Ghana
Inserting differing opinions in donor-led assessment 

report

Full donor collaboration
19 donor agencies involvement so far ..

Six agencies leading donor work (mainly WB/EC)
Thirteen others: team members, funding, review

but partial collaboration in many cases
works well where budget support donor group 

already firmly established
partial in small countries, middle-income, no GBS

Donor reference group is essential !
ensure that needs of all parties are addressed
lead to common acceptance of findings
be established early in the planning stage

Planning & Implementation 

Issues to be addressed
Diagnostic packaging
Adequate resources for assessment work
Timeframe, getting results out timely
Quality assurance arrangements
Disclosure of final reports

Joint decisions by government and donor 
reference group
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Use of the Assessments

Basis for dialogue on reform programs
Some encouraging cases emerging

Monitoring of reform impact
Repeat assessments: very limited experience so far
Documentation of evidence for ratings is essential

Input to donors’ fiduciary risk 
assessments

Cautious approach required 
Risk of creating incentives for manipulation of ratings
Can undermine use as a monitoring tool

Other objectives

Reduction in number of assessments and 
transaction costs?

Improved coordination of technical and 
financial support to government reform 
programs?

No evidence so far
more time needed to monitor implementation of the 

Strengthened Approach

Current PEFA program focus

Monitoring of implementation roll-out of 
the Strengthened Approach and its impact

Dissemination and training for donor 
agency staff, government officials and 
consultants

Monitoring of compliance with the 
Performance Measurement Framework in 
the assessments

Thank You 
for Your Attention
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Budget Support: World Bank Experience

Stefan Koeberle, World Bank
CAPE conference, ODI

London, UK
November 5, 2006

Overview

Budget Support as Aid Modality
Budget Support: Recent Numbers
Selectivity and Quality
Fiduciary Aspects
Results
Conditionality
Macro, Growth, Predictability
Participation, PSIA, Environment

Budget Support as mainstream aid modality
Provision of discretionary funds through national budget systems
produces systemic capacity building
Strengthened accountability
Greater efficiency of public expenditures
Better links between policy and results
Selective use of instrument, predominantly in stronger policy 
environments
occasional interventions in weak environments offering an 
opportunity to engage in emerging reforms
Consistently maintaining high quality (WB: 95% satisfactory in 
FY05 vs. 80% for investment lending)
WB: “decriminalized” as development policy lending, but re-
emergence of GBS share as an issue for IDA replenishment

Alignment with national strategies
Broad support from donors and clients

efficient, effective and sustainable vehicle to support national poverty 
reduction strategies
Focus on country-owned policies, strong analytic backing, 
participation and results
inclusion of results framework, 
clear assignment of M&E responsibilities to borrower 
validation of results by donors

Recipient governments:
Strengthened government ownership
appreciate ability of GBS to accompany complex medium-term reform 
programs

Donors:
consider country’s commitment to and ownership of the program
as demonstrated by track record; 
focus on institutional ability to implement the program
support capacity building efforts

Enhanced quality of aid

GBS promises greater quality of aid overall through greater 
coherence and opportunities for coordination

Catalyze additional donor assistance

Broader policy dialogue with greater relevance

Reduced transaction costs for partner governments

However: harmonization is still uneven and transactions costs are 
high (particularly for donors)

Budget Support Groups have emerged as a pragmatic vehicle for 
coordination at the local level –but raise issue of donor capacity, 
qualification for participation, and internal governance

WB Budget Support: Recent Numbers

Table 1.  Policy-Based Lending Operations and Commitments FY00-06  

 FY00 FY01 FY02 FY03 FY04 FY05 FY06
        
IDA        
Number of Operations a/ 9 15 23 24 23 32 30
   of which: DPOs 0 0 0 0 0 9 29
Lending commitments (US$ million) b/  682 1,826 2,443 1,831 1,698  2,301 2,425
   of which: DPOs 0 0 0 0 0 562 2,325
        
IBRD        
Number of Operations 14 15 21 21 18 23 21
   of which: DPOs 0 0 0 0 0 9 19
Lending commitments (US$ million)  4,426 3,937 7,383 4,187 4,453 4,264 4,905
   of which: DPOs 0 0 0 0 0 2,186 4,521
        
Total       
Number of Operations  23 30 44 45 41 55 51
   of which: DPOs 0 0 0 0 0 18 48
Lending commitments (US$ million)  5,108 5,763 9,826 6,018 6,151 6,565 7,330
   of which: DPOs 0 0 0 0 0 2,748 6,846

a / Excludes blend operations and supplemental financing operations. 
b / Includes the IDA share of blend operations. 
Source: SAP Business Warehouse. 
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Policy-Based Lending as a Share of 
WB Lending by FY fairly stable
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Fiduciary Aspects
Systematic and rich analytic PFM work
Conceptual treatment of potential negative impact and 
risks (including fiduciary) through relevant analysis of country 
systems and, if necessary, program actions and conditionality
Fiduciary risk mitigation (front-end flow of funds, controls, 
external oversight mechanisms, etc. but also loan amounts, 
tranching, conditions, etc.) are informed by these fiduciary 
reviews
Clear description of disbursement arrangements
Where knowledge of the control environment or budget 
management system are inadequate, further fiduciary 
arrangements may be applied
Need for Donor collaboration to reduce the number of separate 
PFM diagnostics, both to improve the quality of due diligence work 
and to reduce transaction costs to Donors and partners 
countries

Fiduciary Aspects 2
There is no established minimum PFM performance level as 
a precondition for GBS
Main issue is Government’s commitment to PFM 
improvement/reform, and reasonable evidence that 
improvements are occurring over time (being mindful that 
this is a medium to long- term agenda)
Improved PFM performance may therefore be an outcome, 
rather than a precondition for GBS
PFM improvements may be supported by other operations, 
rather than by the GBS program itself

PFM reforms may be supported by other donors or by the country 
itself
In practice, many GBS programs support PFM improvements, but 
these are also complemented by other operations

Fiduciary Aspects 3

All 37 countries receiving DPOs benefited 
from at least one prior fiduciary assessment 
by the Bank 
96 percent of reviewed operations cover the 
status of analytic work and 87 percent 
provide a summary of analytic findings in 
assessing the strength and weaknesses of the 
public financial management system 
72 percent of the reviewed operations 
supported Public Financial Management 
reform as part of the program and all but one 
of these had PFM related conditionality 

Fiduciary Aspects:Fighting Corruption
Fraud and corruption affect the functioning of the PFM and Procurement systems, 
whether through diversion of funds or in some other way, and affect the level of 
fiduciary risk

Need for clarification: is the end-use of funds in GBS tracked?   
Funds are disbursed into and are commingled with country’s foreign exchange reserves
Funds immediately become available to the country to be used for its public expenditures, 
and are commingled with the country’s other budget resources
End-use of funds cannot be tracked (fungibility argument)

Focus on those aspects of the PFM system that may be most likely to facilitate fraud 
and corruption

non-transparent off-budget accounts
failure to observe internal controls

Procurement addresses fraud and corruption issues by requiring a review of 
transparency and accountability in the country procurement systems

codes of ethics for government employees
adequacy of procedures for reporting bribes
adequacy of access to administrative review and appeal
other measures and initiative to curb or control fraud and corruption, including legislation

PFM development and fiduciary issues are two sides of the same coin and cannot be 
usefully separated
In extending GBS, the challenge is therefore to develop commonality of interest into 
a country-led concern with sound PFM that is supported by Donors and includes 
dialogue on mutual objectives and trust

Fiduciary Aspects:Challenges

Could further elevate procurement as part of 
PFM reform
Assessment of strength and implementation 
of PFM reform program not always clear
Tracking of progress not systematic ( PEFA 
indicators)
Discussion of “residual” fiduciary risk not 
consistent (e.g., is risk still important and 
needs discussion in risk section even though 
a strong reform program is in place?)

Results
Indicators to measure the achievements of 
development objectives have moved increasingly from 
inputs toward outcomes
All operations consistently include a results framework
Social indicators and key service delivery in countries 
with recurrent GBS show positive results
But too early to assess higher-level outcomes (poverty)
Need for additional efforts to systematically include 
benchmark values
Focus results indicators on a manageable set of readily 
available indicators (aligned with PRS and CAS)
Reinforce M&E capacity under supported programs
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Results 2

Typically results are specified in policy 
matrices in terms of outcomes/outputs with 
indicators
Struggle to find relevant and measurable 
indicators, esp. for institutional reform
Frequent overload of results framework by 
putting an indicator for every action
Lack of baseline data
Lack of coverage of M&E arrangements and 
their improvement

Results: Indicators in Recent ICRs

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

FY02 FY03 FY04 FY05

Country Goal
Medium Term
Short Term
Input/Output

Results: Lack of Baselines

0.0%

20.0%

40.0%

60.0%

80.0%

With Baselines Quantifiable

Outcome indicator
Output indicator

Conditionality

Shift to series of programmatic operations has changed 
conditionality from traditional ex-ante (based on 
promises) to ex-post (based on performance)
But challenge remains to present multi-sectoral 
interventions when PRS don’t yield action plans
Donor policy matrix then is often the focal point for 
accountability framework
Increase in indicative benchmarks often (not correctly) 
regarded as conditionality
Need to monitor the size of policy matrices and number 
of benchmarks carefully
Give further incentives to governments to take the lead 
in setting out the details of their policy programs 
(obviating need for intrusive policy matrices)

Average Number of Conditions per 
Policy-based Operation
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Conditionality: Findings

Overall broad adherence to suggested good 
practice
Systematic links to government programs, 
Bank support well laid out policy matrices
Governance conditionality > 50 percent, 
relatively few “sensitive” reforms
Evidence for ownership (track record, other 
government activities/actions) including of 
“sensitive reforms”
Systematic and transparent progress reviews

Conditionality: Challenges

Avoid “sensitive” conditionality overload in 
fragile environments 
Avoid conditionality overlap with the IMF
In most operations, still room to reduce 
“paper” conditionality (action plan etc.)
Use opportunity to reduce benchmarks 
(Tanzania = 0, Madagascar = 64), especially 
for new programmatic cycles
Further work on joint review cycles in 
harmonized budget support settings

Macro & Growth
High level of policy compliance -- systematic description 
of macroeconomic policy framework.
Could do better in stating clearly Bank view of adequacy 
of macroeconomic policies
Good use and inclusion of debt sustainability issues
Weaknesses in consistency and “storyline” of medium 
and long-term macro projections (see PREM study)
Short horizon for growth analysis, few good examples 
for growth analysis linked to DPO priorities (Mexico, Mali, 
Peru), limited use of analysis from outside the Bank
No evident systematic frictions with IMF, with a few 
well-explained cases with Bank going despite lapse of 
IMF program (Vietnam, Lao PDR)

Predictability

Once recurrent budgetary costs increase, countries feel 
vulnerable to unpredictable fluctuations in aid flows
GBS promises greater predictability of resource flows
Donors have been improving record on short-term 
predictability
But deviations between commitments and disbursements 
remain large (1% of GDP on average)
WB: good record on ST predictability (annual PRSCs) but 
MT constrained by CAS horizon and uncertainty of IDA 
resources
Adjustments to weaker performance possible- but 
sometimes came too late in budget year
Challenge is to announce modulations in timely fashion

Participation and Consultation
Only about 20 percent of DPOs processed under the 
new policy during FY05-06 discuss the process of 
participation (if any) used by the government to 
design the program
Relatively few DPL program documents make 
reference to the disclosure of key analytic work as 
part of the consultation process 
Nonetheless, a majority of government programs (28 
out of 39) supported by DPOs benefited from some 
form of participation or consultation
More than half of the reviewed DPOs feature 
provisions to promote participation in the content of 
their operations 

PSIA
In line with the policy, around 90 percent of program 
documents discuss some poverty and social impacts 
arising from country policies
The majority of program documents (60 percent) 
summarize relevant analytical knowledge in terms of 
poverty and social impacts of the reform program. 
But: Documents lack unequivocal statement on likelihood 
and significance of effects. Links between analysis and 
conclusions are not always clear and in a number of 
cases, existing PSIA findings of relevance to the reform 
were not mentioned in the program document
DPOs could still make more use of systematic upstream 
considerations of PSIA
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Environment
All but one reviewed DPO made an explicit determination 
in line with the policy as to whether specific country 
policies supported by the operation are likely to have 
significant effects on the environment, natural resources, 
and forests and discussed the way in which these would 
be addressed in cases of likely significant effects
Few operations went beyond policy requirements to 
more broadly describe the country’s current environment 
management capacity 
DPOs would benefit from continued emphasis on 
upstream identification of areas at high risk for likely and 
significant environmental, natural resource and forestry 
effects 

Take Home Messages (2)

Better track progress in PFM reforms, using 
indicators, and pay greater attention to link to 
“residual” risks
Systematically use baseline values for results 
indicators, and be more disciplined in the use 
of such indicators
Further reduce in use of benchmarks, ensure 
criticality, and pay particular attention to 
conditions in “sensitive” policy areas

Carry Home Messages (1)

Pay attention to description of participation in 
Bank documents
Disclose plans for and completed analytic 
work on PSIA early, and include unequivocal 
judgment on likelihood and significance of 
distributional effects of the program
Ensure unequivocal judgment on likelihood 
and significance of  environmental and 
natural resource aspects
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’Back to the rough ground.’
Donors & the denial of politics

Jeremy Gould
University of Helsinki

two political arenas

’global governance’
= rules governing North/South

relations

political processes & outcomes in 
Southern jurisdictions

two analytical dimensions

rules & norms
(vs. legal frameworks)

quality of outcomes
(’agonistic pluralism’ vs consensual democracy)

elias &  edith

rule formation in N/S relations

security
development

rule formation in N/S relations

discrete moral dichotomies

freedom vs terror

friends vs enemies
etc.
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rule formation in N/S relations

persistent state of emergency/urgency

United Front

blurring of public vs private interests

symmetries in rule formation

unanimity about means and ends

uniform NPM model

devolution
technocratic alliances

’local staff’

EU Development staff

22.8898.4394.44610.004EU total

2552269164Finland12

93788185664Sweden8

2.324974503847Denmark4

3.5392.021559959EC3

2.9389204531.565UK2

6.5503.3501.3001.900Germany1

totalfield/
local

field/
expatHQdonor

Source: EU/OECD: EU Donor Atlas 2006

symmetries in rule formation

uniform language of rules

desemantisation
’terrorist’

ownership/partnership

desemantization

erosion of conceptual tools

for public reflection

for interest articulation

for political debate = contestation

effects of false consensualism

isolation of ’politics’ from ’aid’

privileging managerialism

isolation of agonistic forces
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donors = corporations?

vague, untested & indeterminate
regulatory domains

imposition of standards/rules
through asymmetrical deals

on consensualism

”an attempt at isolating politics from the 
effects of the pluralism of value… a 
misguided search for a final rational
solution”

− chantal mouffe

on the ideal of rational consensus

”We have got on to the slippery ice 
where there is no friction and so in a 
certain sense the conditions are ideal, 
but also because of that, we are unable
to walk: so we need friction. Back to the 
rough ground.”

− L. Wittgenstein

the way ’back’?

chaos?

stability without domination?

re-semantizing ’partnership’?

recognizing the plurality of interests

embracing the inevitability of diverse
vocabularies and strategies

regulating donors
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Strengthening Government 
Accountability through Civil 
Society, Parliament and the 

Media

2006 CAPE Conference
ODI, London, Nov 06 - 07

By Sophal MAR, Mr

COMFREL, CAMBODIA

Recent political situation and 
key institutions in Cambodia

• 1991 Paris Peace Accords 93 UNTAC supervised 
elections

• Three peaceful elections, government institutions: 
functioning

• PFM Reform - 2006-2010 NSDP - MDGs …

• Constitutional monarchy – democratic bicameral 
legislative

• Executive (PM), Legislatives (MPs), Judiciary

Recent political situation and 
key institutions in Cambodia

• IA : US$ 500 M / year = 50% of national budget (NB)

• TI Corruption Index 2005 ranks Cambodia at 130 / 159

• EIC 2006: US$ 330M corruption in private sector = 50% 
of NB

• WB 2006: ask Government to pay back US$ 7.6M

Effectiveness/weakness of 
citizens
• Citizens are weak

• 85% are farmers

• Rural population - urban poor yet to acquire the life 
skills

• NGOs are in effect – working to change

• CSOs change practices & perceptions: local level 
upwards.

• Parliamentary Watch : few citizens approach their MPs

Effectiveness/weakness of 
citizens
• Press – free elements

• TV & Radio - under political parties control

• Little local media

• Journalists – not yet advanced

• Killed, imprisoned, intimidated when reporting 
adversely 

• Very limited views of citizens
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1- Better understanding and application of democratic processes

Major challenges need to be 
overcome

2- Weak and politicised institutions, especially the important ones

3- Lack of rule of law, culture of impunity

4- Very low education and expectation base of citizens combined 
with 
widespread poverty

5- Slow growth of educated professional and management classes

6- Despite modern communications, access to external messages 
is denied 
to the majority of the rural poor

Donor initiatives/actions to 
improve government 
accountability
• Annual CG Meeting : Benchmarks <> Progress

• Government often ‘let off the hook’ Anti-Corruption 
Law

• Direct technical assistance, bilateral programmes

• Canada CIDA NA capacity building

• World Bank moving towards supply-side governance

Donor initiatives/actions to 
improve government 
accountability

• USAID & EC Development & Human Rights 
Education

• DFID-UK Good Governance

• GTZ-Germany Development & Governance

• Donors COMFREL : Government & NA Watch

• UNDP Decentralization & Deconcentration Reform

Major challenges for improving 
the effectiveness of donor 
support for government 
accountability

1- More coordinated and consistent donor actions

2- Longer-term and strategic support for civil society 
organisations

3- Proper studied exchange visits for senior government officials

4- Funding should cease only when long-term objectives are 
achieved

Working collectively pressure for positive change …

Thank you very much 
for your attention!!!

Welcome all questions and 
comment.

See you all in Cambodia!!!
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The Paris Declaration, Fragile States 
and increased interventionism

Solomon Islands example

Sue Graves
Humanitarian Policy Group, ODI

Setting the Scene 
________________________

• Increased consensus that disengaging from 
‘fragile’ or ‘failed’ states is no longer viable (OECD, 
World Bank)

• Increased linking of aid and security

• Earlier engagement by development (and other) 
actors in crisis (or post-crisis) contexts

• More interventionist approaches by bilateral, 
multilateral and regional organisations

Fragile States and the PD
___________________________

• Align with local priorities and/or systems (or shadow 
align)

• Mix and sequence aid instruments to fit the context

• Fragile states engagement principles ‘focus on state-
building as the central objective’

• Promote coherence (security, political and economic + 
development and humanitarian)

• Whole-of-government approaches

Solomon Islands and RAMSI
___________________________

• Over 900 islands, a third are populated
• Many of the characteristics of a neopatrimonial state 

with ethnic tension since 1990s
• 1998-2003 ‘crisis years’ when ‘any semblance of 

governance steadily crumbled’ and criminal 
lawlessness became rife

• Between 1999 and 2001 leadership changed twice by 
force and two different peace agreements

• In 2003 the then Prime Minister requested an Australian 
intervention which resulted in the establishment and 
deployment of the Regional Assistance Mission for 
Solomon Islands (RAMSI)
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RAMSI efforts at effective aid
______________________________

• Controversial use of TA and in-line positions
• Budget support (despite limited confidence in 

system)
• Use of government systems (police, judicial 

sector, Ministry of Finance)
• Predictability of funding 10 year public 

commitment 4 years of funds committed
• Support to formal accountability institutions
• Significant efforts on behalf of RAMSI to be 

transparent and accountable

Domestic accountability 
_______________________

• What is the opportunity cost of such integration in 
terms of domestic accountability?

• Lack of political will, leadership and accountability. 
RAMSI maintains separate identity

• But no clarity of responsibilities between government 
and RAMSI

• Worse case scenario? Competition between RAMSI 
and Government BUT neither can really be held to 
account

Domestic Accountability (2)
____________________________

• Lack of substance around which to hold either to 
account. Beyond security little presence of state or 
RAMSI in outer islands

• Also, benefits of peace (or RAMSI) slow to reach 
people so interest in maintaining peace not assured

• Lack of trust in accountability institutions

• Dissatisfaction has been recently been expressed 
through riots

• But this was opposition to individual and Chinese 
business interests – personalised politics rather than 
specific demands

Would shadow alignment have 
offered more?

• The FS agenda calls for shadow alignment if 
governance is particularly weak. How weak?

• Would joint national programs (shadow aligned) but not 
reliant on government systems have achieved more?:

- Better development improvements
- Space for owned policies to be developed
- Clearer accountability lines
- Functional forms of assistance to gradually hand over 

to the state
- A demonstration effect? And thereby,
- Improved opportunity for better domestic 

accountability?

Final comments
___________________________

• RAMSI objectives and process highly political 
but planning for political impact has been 
limited

• Ownership even more highly complicated in 
relation to interventionist approaches in fragile 
states

• Limited expectations of government, and 
disconnect between politics and effective 
governing, hampers domestic accountability

• Few incentives for Solomon Islands political 
elite to change behaviour

Questions raised?
________________________

• How do donors promote ownership at the same time as 
adopting an interventionist approach to state-building?

• What impact do choices of aid modality and approaches 
to alignment have in these contexts?

• How are communities’ expectations and priorities 
affected by conflict? Can we afford to prioritise 
institutions or is a peace dividend needed earlier?

• Do challenges relating to domestic accountability differ in 
conflict-affected contexts?

• What is sufficient ‘political will’ to begin working through 
the state and investing in the state-society relationship?
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Technical Assistance: supporting 
or undermining accountability?

Jesse Griffiths
ActionAid International

7 November 2006

Summary

1. Aid and accountability – a focus on 
‘upwards accountability’ of governments 
to donors can undermine ‘downwards 
accountability’ to citizens

2. The role of Technical Assistance – the 
worst example of this problem? In need 
of fundamental reform

Summary

1. Aid and accountability – a focus on 
‘upwards accountability’ of 
governments to donors can 
undermine ‘downwards 
accountability’ to citizens

2. The role of Technical Assistance – the 
worst example of this problem? In need 
of fundamental reform

Accountability in the aid system

Public 
resources for 
development 
(tax, aid etc)

Developing 
country 

government

‘Domestic 
accountability’

Donors

‘Upward 
Accountability’

Citizens (through media, 
parliament, CSOs etc)

Critically 
important 
motor for 

development –
including 

improvement in 
use of public 

resources

Importance of domestic 
accountability

• Importance of ‘ownership’ to development 
widely recognised – externally imposed 
solutions have not worked

• Importance of ‘good governance’ widely 
recognised – domestic accountability 
processes are strongest motor for 
improving governance – e.g. combatting
corruption

How ‘upwards’ accountability can 
undermine ‘downwards’

accountability

• By removing or influencing decisions 
which should be made through domestic 
political processes – e.g. conditionality

• By focussing governments on accounting 
to donors, not citizens

• By damaging transparency – who is 
responsible for key decisions?
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Summary

1. Aid and accountability – a focus on 
‘upwards accountability’ of governments 
to donors can undermine ‘downwards 
accountability’ to citizens

2. The role of Technical Assistance – the 
worst example of this problem? In 
need of fundamental reform

Real Aid 2: Making Technical 
Assistance Work (2006)

Technical Assistance (TA): some 
definitions

• TA = Consultants, research and training
• This presentation focuses on use of 

consultants and technical advisers – a 
large component of TA

• Typically delivered by donor to developing 
country government

Technical Assistance: central 
feature of aid system

• Between 25-50% of total ODA (Note how 
uncertain statistics are!)

• For some donors, it’s a significant part of 
their aid: 
– E.g Australia, Greece over 40%
– USA, France, Germany and Japan account 

for 75% of all TA

Typical TA
• Priorities set by donors – often integral part of 

wider agenda
• Accountable to donors–even if not formally so (!)
• Often managed by donors
• Heavy use of international experts
• Often tied – even where official policy is for 

untied aid 
Strong body of evidence that widespread 
ineffectiveness as a tool for capacity development –
see Real Aid 2

TA could be important element in 
supporting capacity development

• Improving capacity of government to meet 
citizen demands.

• Supporting key institutions to build their 
capacity – both government and 
institutions holding government to account 
e.g. parliaments

• BUT effective TA must be owned and led 
by recipient – too rarely the case 

56



TA too often undermines 
downwards accountability

• Influences key decisions which should be made 
through domestic political systems
– E.g. Uganda – advisers successfully pushed for government to 

turn down Global Fund contributions because of concern on IMF 
ceilings (2001-2)

• Usually accountable to donors, not recipients
– E.g. Ghana: GTZ & JICA education reports only in German and 

Japanese (2006) c.f. ODI Fellows (!)
• Blurs lines of accountability – damages 

transparency
– Advice rarely publicly reported: gives impression of ‘back door’

route to influence
• Can skew resource allocation

– E.g. Sometimes more spent on TA than education (!!) 0
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Example: water policy in Pakistan

• No dams built since 1973 
– substantial public opposition in affected areas
– unresolved issues of benefit sharing
– Cost, previous problems etc

• 1997: donors made development of water policy 
condition of aid 

• ADB pays for and manages Halcrow to produce draft
• 2005: World Bank publishes Country Water Resources 

Assistance Strategy: large dams must be built
• 2006 PRSC2 trigger conditions include development of 

national water policy
• 2006: Bank offers TA and finances to build dams (CAS)
• 2006: Government announces $18.45bn dam building 

programme

Will Paris solve problem?

• TA target weak:
– 50% through ‘coordinated programmes 

consistent with national development 
strategies’

– Procurement - 1/3 or 2/3 reduction in aid not 
going through partner countries systems

• Can technocratic process led by donors 
stimulate significant reform?

Priorities for reform (1)

• Some ‘straightforward:’
– Untie TA (exempted from 2001 DAC 

agreement on untying)
• But fundamental reform needed too:

– Ensure TA accountable to recipient 
government

• Control over allocation of resources in first place
• Control over TA selection and management
• To align with national strategies

Priorities for reform (2)

• Wider rethinking needed on how to 
improve accountability in aid relationships. 
For example:
– International and national fora which allow 

donors to be held to account
– Improvements in transparency urgently 

needed 
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Mutual Accountability: 
a role for human rights in implementing 

the Paris Declaration?  

Marta Foresti 
Cape Conference 2006

Context 

HR and Development: 
- Do/Can HR make a difference in development practice? 

What is the ‘added’ or ‘practical’ value of HR? Empirical 
evidence crucial but still difficult. (MDG and HR)

Why HR and AE-PD?
- Aid effectiveness not an aim in itself, linked to 

development outcomes, including realisation of HR 
(SAFE)

- Effective use of resources not (just) a technical matter, it is 
political (too). Technically capable institution important, 
but not enough (RISKY)

The practical value of HR
or: ‘is there more than a normative framework to HR?’

Yes, also analytical and operational. So:
Can HR improve the implementation of the PD ? 

- The PD is  useful, but: not a ready made fully 
operational and consensual framework

- It depends on linkages between the commitments, 
and with development results and on the 
assumptions implicit ion the PD (evaluability
framework) 

HR and the PD commitments 

Harmonisation and Alignment
• Risk to harmonise on lowest common denominator resulting in less

commitment on HR. Can the opposite be true?

• HR as a framework for an explicit ‘policy dialogue’ on conditionality 
(standards and acceptable behaviour)        Increase predictability of 
aid flow. 

Ownership
• PD assumes consensus on government, leadership and capable 

institutions. HR shift the focus from ‘government ownership’ to ‘citizen 
based ownership’ (incl. space and processes for engagement) 

Broaden PD focus on (political) institutions and capacity required for 
implementation  

Weakest link of the PD and greatest value of  HR

• Focus on domestic accountability and on citizen (right 
holder) and state (duty bearer) relationship (SAFE)

• A possible framework for improving donors’
accountability to own & recipient country citizens 
(RISKY)

• Link the MfR agenda to MA, through transparency and 
right to information 

Mutual Accountability Domestic Accountability 
- All Citizens are rights holders and hold state to account 

to fulfil, protect and respect their rights.

- The enforceability problem: state have an obligation, 
not an option, to be accountable to citizens. Legal vs a 
voluntaristic framework 

- Citizens’ participation as a right, not good will or a 
condition for aid. Links with right to vote, freedom of 
expression, standards and obligations. 

- Maybe a bit idealistic, but it can work in practice (ART 
in SA, Right to Food and Right to information in India, 
social accountability/budget monitoring in SA and 
Mexico etc.) A good starting point…..
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• Are citizens in donor countries willing to hold their 
government to account in relation to their HR 
performance in developing countries? 

• Should donors be directly accountable to recipient 
countries’ citizens? Or is this the indirect result of 
stronger domestic accountability? Either way, HR 
can provide a framework

Donors accountability 

Risk:  

• MfR turn accountability further upwards/outwards 
(i.e. from recipient to donors) 

Solutions (?): 

• MfR is key  for domestic accountability (i.e. to claim 
rights). Focus on transparency, right to information 
and citizens

• ‘results as rights’ (or related to HR standards) can 
mobilise domestic pressure for performance  

Results, accountability and ownership
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Incentives & Institutions in 
Development Aid:
Towards Mutual Accountability
Sujai Shivakumar PhD
National Academy of Sciences
Washington DC

Overseas Development Institute
November 7, 2006
London

Today’s Presentation
The Meaning of Development

The Challenge of Collective Action
The Role of Institutions 

The Aid Effectiveness Puzzle
Unsolved Collective Action Problems
The Donor’s Role in Institutional Perspective

Incentives in the Aid System
Myth of the Linear Model
The ‘Octangle’ Model

Towards Mutual Accountability
Laying the Institutional Foundations
Starting from Here—A Case Study

Conclusions

The Meaning of Development

Development concerns the realization of our 
adaptive wellbeing through Collective Action

Collective Action Situations are at the 
Heart of Development

Collective Action Situations exist where 
contributions from multiple actors are 
required to produce joint outcomes
Collective Action Problems occur when 
unresolved 

Motivation Problems and 
Information Problems

…create sub-optimal outcomes

Motivation problems
Social Dilemmas: Potential conflict between 
individual gain and collective benefits

Public Goods and Free Riding
Rules as Public Goods (Policy Context)
Common Pool Resources and Tragedy of the 
Commons
Rent Seeking (Policy Context)

Information problems
Missing information

Time and Place Knowledge
Knowledge of local realities, rules, and 
relationships

Asymmetric information
Moral Hazard
Principle-agent problems
Signaling Problems
Fiscal Illusion (Policy Context)
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Institutions can Solve Collective 
Action Problems

Institutions are rules, socially considered
Represent a shared understanding of rules needed to 
successfully address problems of collective action
Such rules must be

• Reliable—triggering consistently in similar circumstances
• Recognizable—subject to broad awareness
• Non-arbitrary—seemingly dependant on general principles

By structuring human interaction, institutions 
• Help each anticipate the actions of others
• Reduce uncertainty, promote coordination and 

cooperation

Institutions Matter for Development
In more developed countries, well adapted networks of 
institutions generally lead to productive outcomes
In poor countries, individuals often face negative incentives, 
making it difficult to 

invest in economic activities
Provide public goods
Improve communally held resources

The “State” often fails in its core institutional role
The state often does not address underlying problems of collective 
action facing its citizens
Organization of state often fosters perverse incentives of its own
Aid often fails to craft the institutions needed for sustainable
development Problems of Aid Effectiveness

The Aid Effectiveness Puzzle

The widespread perception of aid ineffectiveness 
continues to challenge donor & recipient 
governments, aid agencies, and scholars

The effectiveness of traditional aid is 
increasingly questioned

What’s Wrong with Development Aid?. 
Micro aid often not sustainable
Has macro aid made a difference?

In response
Donor governments & aid agencies are demanding new, more 
productive delivery systems for aid
Paris Declaration is a recent instance of international commitment to 
improve the quality of aid
New donor modalities—e.g. Budget support—represent experiments 
with mixed success

Challenge: How to “translate the rhetoric of Paris into concrete 
behavioral change from donors and recipients at the country 
level”?

Concept Paper—2006 ODI Conference

Missing, Weak, or Bad Institutions 

In most countries receiving large amounts of 
development aid, institutions needed to cope 
adaptively with problems of collective action 
are either missing, weak, or bad

Aid initiatives that do not tackle these 
institutional factors are not likely to succeed.

Donor Involvement in Institutional 
Perspective

A donor entering a recipient country
Encounters a diversity of collective action situations
Creates new Collective Action challenges

The donor’s presence always alters, for better or 
worse, existing incentives

For example, the presence of aid can introduce new moral 
hazards
Aid can strengthen some local stakeholders over other 

How well do we understand the Donor’s Institutional  
Impact?

Need to understand incentives in the system of aid delivery
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Incentives in the System of 
Development Assistance
International development occurs in a network of linked 
collective action situations

The outcome of development aid depends on how these 
collective action challenges are addressed

A Linear Model of Aid Delivery

A widely held understanding of the aid delivery process

The Myth of the Linear Model
Model fails to reveal the varied institutional contexts 
within which each of these multiple actors in 
development cooperation link, in practice, with each 
other

Highlights principal agent relationships
Ignores variety of other collective action challenges

Model strengthens the false view that incentive 
structures in the donor’s internal governance and 
disbursement systems are distant and unrelated to 
the problems of aid sustainability on the recipient 
side

The Aid Octangle

Still a stylized representation, but highlights a complex network of 
interdependent relationships

Ostrom, et al.(2001) provide a tool for institutional analysis of aid effectiveness

Applying the Octangle to a Sida 
Project in Forestry

Institutional Analysis of a Sida 
forestry project in Orissa, India 
shows:

•Consultants often manage 
information flows

•Orissa Forest Department faces 
incentives to promise 
and stall reforms

•Few incentive for effective 
beneficiary ownership

•Sustainability (in terms of the 
long-term effects of 
the project) is not likely

Improving Incentives at Donor Agencies
In reality, incentives facing donor agency actors do have impacts

For example, does the agency resist pressure to “Move the Money”?

Ongoing learning is needed to understand and support institutions 
that could solve collective action problems in recipient countries

Does the agency adequately capture staff experience?
Does the agency rely on too many temporary contracts?
Is there effective inter-generational knowledge transfer?
Are evaluations pro forma or are they genuine learning opportunities?

To improve performance, development agencies have to 
provide incentives for learning 

Does the agency reward staff efforts that lead to sustainable 
outcomes?
Do policies on promotion and transfer support learning? 
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Towards Mutual 
Accountability

General questions all development 
initiatives should ask

Questions all Aid Initiatives Should Ask
What is the underlying collective action 
problem?

Is it a public goods problem, free rider problem, 
etc
What incentive problems do beneficiaries face: 
missing information, asymmetric information
What incentives precluded beneficiaries from 
diagnosing and sorting out their own collective 
action failures?
What are the developmental implications of this 
collective action failure?

Questions all Aid Initiatives Should Ask
In what ways have previous aid interventions 
altered similar collective action problems?

Did past aid programs abet or exacerbate power or 
information asymmetries or adverse selection?

What are the implications for sustainability?
Does the proposed aid intervention address the 
underlying collective action problem?
How will the proposed aid affect the capacity of the 
beneficiary group to address collective action 
problems?
Who ‘owns’ the aid intervention?

Questions all Aid Initiatives Should Ask
What rules and institutions currently exist?

What is the structure of incentives created by 
extant institutions?
Are existing institutions missing, weak, or bad?
Are there rules or norms that have been used in 
the beneficiaries’ cultural traditions that bear on 
the current collective action context?
Can these institutions be revived and updated to 
address contemporary needs?

Starting from “Here”
How can existing indigenous institutions be 
modified/modernized to cope with current 
challenges?
How can information flows be designed to 
reduce missing information and asymmetric 
information?
Would modifying these institutions threaten 
the power elite? If so, how can “top-down”
reconcile with “bottom-up’?

Action Aid in Somaliland—A Positive Example
An Aid mission in a challenging environment

Civil conflict following the collapse of the Somali State
Clan-on-clan violence exacerbated by destruction of common pool 
resources

AA-S recognized the underlying collective action problem
Tragedy of the Commons Conflict over Resources

AA-S leveraged existing institutional capital: “Xeer”
Traditional ad hoc arrangements to share grazing land and water sources 
among nomadic pastoralists in northern Somalia
AA-S drew on tradition to craft new institutional arrangements before 
delivering aid

Today, Xeer is underpinning new governance structures in Somaliland
Concept of covenanting now used to craft and maintain collective action 
institutions at various levels

A major Challenge of Development is to draw on such indigenous 
practices in crafting capabilities for self-governance
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In Summary
Collective Action lies at the heart of development
Institutions help solve problems of Collective Action
Aid takes place within a complex network of 
interactions—The Octangle—each with their own 
collective action challenges
Aid agencies affect solutions to collective action by 
their presence
Donor agency incentives do impact on development 
outcomes
To be effective, aid must account for and, if necessary, 
help develop, the needed institutions—both within the 
donor’s organizations and in the recipient’s context

Thank you

Sujai Shivakumar, PhD
National Academy of Sciences
500 Fifth Street NW
Washington DC 20001
Tel: 202 334 1337
Email: sshivaku@nas.edu

For more, see…
The Samaritan’s Dilemma

The Political Economy of Development Aid 
• Clark Gibson, Elinor Ostrom, Sujai Shivakumar, 

and Krister Andersson
• Oxford University Press, 2005

The Constitution of Development
Crafting Capabilities for Self Governance
• Sujai Shivakumar
• Palgrave-Macmillan, 2005
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