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The aim of this paper is to explore the implications of
the new and complex aid landscape for developing
country governments. In 2000, development
assistance was overwhelmingly provided by
traditional bilateral and multilateral donors, which
provided aid in specific ways and according to

a particular set of norms. Today, this is being
complemented by the growth of other forms of
development assistance, including from non-
Development Assistance Committee (DAC) donors,
climate finance funds, social impact investors,
philanthropists and global funds, as well as less
concessional flows.

This study explores the challenges and opportunities
this new landscape presents to developing country
governments. It does this in three ways.

First, it provides a provisional taxonomy of the various
forms of development assistance, including the less
traditional flows.

Second, it uses this taxonomy to provide a first-cut
estimate of the volume, composition and recent
trends in development assistance.

Third, it summarises the findings of three country
case studies in Cambodia, Ethiopia and Zambia.
These studies seek to understand:

e The volume and composition of flows at country
level;

e The priorities governments have in managing
them;

e The fora in which governments seek to engage
with different groups of providers'; and

e The extent to which governments have been
successful in meeting their objectives.

The taxonomy we present defines total development
assistance as all flows that are cross border,
channelled to developing countries, have some level
of concessionality and are provided with a public
interest purpose. This includes traditional official
development assistance (ODA). It also includes
elements considered more innovative, newer or

less traditional, and which may not meet strict

ODA definitions (although some do.) This includes
non-DAC assistance, philanthropy, social impact
investment, global funds, climate finance, and, in our
‘upper-bound’ estimates, other official flows (OOFs).
We present this taxonomy not as a definitive product,
but as a first-cut estimate for further feedback

and discussion. In particular, lack of information

on concessionality levels of much non-traditional
development assistance means it is difficult to track
exactly which flows might fit into this category.

Second, we provide a provisional estimate of the total
volume and composition of traditional development
assistance (TDA) and non-traditional development
assistance (NTDA) at global level, including trends
since 2000. We find that development assistance
flows grew substantially between 2000 and 2009, and
their composition has shifted heavily towards what we
here call ‘non-traditional’ sources. We find that:

e According to our more conservative, or ‘lower-
bound’, estimate, which excludes OOFs, total
development assistance grew from $64.8 billion
to $173.3 billion between 2000 and 2009. In
2000, the ‘non-traditional’ component of these
flows was only $5.3 billion, or 8.1% of the total.
By 2009, non-traditional flows had increased
tenfold to $53.3 billion, making up 30.7% of total
development assistance.

e Our less conservative, or ‘upper-bound’, estimate,
which includes OOFs, suggests that total
development assistance grew from $77.1 billion to
$213.5 billion between 2000 and 2009. In 2000,
NTDA was $17.6 billion; by 2009 it had grown
to $93.5 billion,? a fivefold increase. NTDA by
this expanded definition rose from 22.8% of total
development assistance in 2000 to 43.8% in 2009.

Third, we draw on country case studies in Cambodia,
Ethiopia and Zambia to explore the challenges

and opportunities developing country governments
experience in managing this new complex aid
landscape. The study finds that:

e All three countries are receiving increasing
volumes of development assistance, with a greater
share accounted for by non-traditional sources,
although this varies by country. Data challenges
mean our analysis is likely to underestimate the
current volumes of flows, particularly from less
traditional providers.

e This growth is leading to more choice and more
finance, and developing country governments
welcome this.

e Governments identified ownership, alignment
and speed as key priorities when it comes to the
‘terms and conditions’ of development assistance.
Non-DAC donors were found to score well against
this set of criteria; this was less true for global



funds in Cambodia and Zambia.

Ethiopia and Cambodia were found to be taking

a strategic approach to the division of labour
between different groups of development
assistance providers. This was less true for
Zambia, possibly because the country has better
access to domestic and private sources of finance
and is less dependent on development assistance.

Governments in Cambodia and Ethiopia show
limited interest in including the less traditional
providers in aid coordination mechanisms; the
Zambian government displayed more interest.

Philanthropic and social impact investment flows
are small at country level and are not yet changing
the aid landscape significantly.

Countries’ ability to attract and manage climate
finance appears to depend heavily on their own
strategies.

In conclusion, we note that;

The volume of development assistance has grown
dramatically since 2000, and the composition has
changed significantly, with a much larger share
being accounted for by non-traditional providers.

Countries are welcoming this additional choice
and see these trends as more positive than
negative. The benefits of greater choice were
found to outweigh the potential costs of the
additional fragmentation.

The growth in the variety of providers of
development assistance, particularly the non-
traditional, is helping strengthen the negotiating
power of governments, and may make it more
difficult for traditional donors to influence policy.

The ability of countries to benefit from the
changed landscape depends heavily on their
ability and willingness to manage these flows
strategically, and also on their economic and
political context.

The changed landscape will lead to different ‘ways
of working’ for governments, traditional donors
and the international aid effectiveness community.
We include detailed policy recommendations for
each of these groups at the end of the report.

. We use the word ‘provider” in this report to refer to all those actors

providing development assistance, including DAC and non-DAC
donors, philanthropists, social impact investors and global funds. We
deliberately do not use the word ‘donor’, as many of these providers
do not see themselves as donors in the traditional sense.

. Note that OOF figures are a three-year moving average of 2002-

2004 for 2000, the closest available, and 2008-2010 for 2009, to
smooth out potential fluctuations from the financial crisis.
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Development cooperation is changing rapidly. There
are both demand- and supply-side pressures, which
suggest that ‘traditional’ donor aid from OECD
Development Assistance Committee (DAC) donors is
becoming less important as a source of development
finance. There is now a myriad of ‘non-traditional’
sources of development finance, including from non-
DAC donors such as China and India, philanthropists
such as the Bill and Melinda Gates Foundation and
‘social impact investors’ such as the Shell Foundation
and Acumen Fund. Development cooperation is also
being affected by changes in the global context.
These include fiscal austerity in OECD countries,
which is putting downward pressure on donor aid; the
graduation of a number of lower-income countries
(LICs) to middle-income country (MIC) status; greater
access to international capital markets on the part

of many fast-growing LICs and MICs; and a desire

in many developing countries to reduce dependency
on aid. The growth of the less traditional actors

within this changed context has led to changes in the
global architecture in terms of reaching agreement
on aid effectiveness issues. From the 2005 Paris
Declaration, primarily involving DAC donors, a new,
broader ‘Busan Partnership for Effective Development
Cooperation” has emerged which includes a larger
number of players.

This study explores the implications of this more
complex global landscape for partner country
governments and traditional donors, and examines
the challenges and opportunities governments
experience in managing development assistance from
traditional and non-traditional providers. Definitions
of ‘traditional’ and ‘non-traditional’ are inherently
controversial and subjective, as many actors labelled
‘new’ or ‘non-traditional” have been operating for
many years.

For the purposes of this paper, we define ‘traditional
development assistance’ (TDA) to mean assistance
provided by traditional bilateral and multilateral
donors that are members of the DAC and that
conform to DAC norms and rules to varying degrees,
and which meets standard official development
assistance (ODA) definitions.

By ‘non-traditional development assistance’ (NTDA),
we mean cross-border sources of finance provided
with some public or philanthropic interest purpose,
which have some associated level of concessionality
but also have funding or delivery mechanisms that
differ from those of traditional donors and may not
meet ODA definitions — although some do. We

include within this category development assistance
from non-DAC donors; philanthropic and institutional
giving; social impact investment; global vertical funds;
and climate finance. We also include other official
flows (OOFs) in our upper range estimates because,
although many OOF providers are traditional donors
(e.g. the International Bank for Reconstruction and
Development, IBRD), their assistance does not meet
usual ODA thresholds of concessionality.

The study does not cover domestic resource
mobilisation or purely private sector flows, which
either are not cross-border or are not provided with
an explicitly public interest purpose. There are two
reasons for limiting the study in this way: 1) we
wanted to make the scope more manageable; and 2)
we believe governments are more likely to consider
NTDA as a complement or substitute to ODA, and to
manage it in comparable ways, something the case
studies explore in more detail.

The study explores this new complexity in three ways:

e First, it provides a provisional taxonomy of
sources of development assistance, including
from both traditional and less traditional providers.
This is not intended to be a definitive taxonomy
or to create new categories or definitions; rather
it provides a first-cut estimate for feedback
and discussion and a framework to inform the
subsequent analysis.

e Second, we analyse trends in the volume and
composition of total flows of development
assistance to all developing countries (low- and
middle-income). This will help us understand how
the aid landscape has changed over the past
decade and the impact this might be expected to
have at country level.

e Finally, we draw on three country case studies
(Cambodia, Ethiopia and Zambia) to explore the
challenges and opportunities developing country
governments face in managing this changing
landscape.

The main purpose of this analysis is to help
developing countries, donors and those involved
in international dialogues around aid effectiveness
to better understand the implications of this

new complex landscape for partner country aid
management strategies. We aim to help countries
understand how they can adapt their strategies to
make the best use of the sources of development
assistance available to them and to access new

"
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sources. Post-Busan, the debate on aid effectiveness
is intended to take place primarily at country level,
through ‘country compacts’. Understanding the
changed landscape from the view of partner country
governments is therefore critical. The analysis also
aims to help donors understand how their own role at
country level may be changing.

The study aims to complement existing work in two
main ways.

First, by focusing on the country-level perspective,

it seeks to complement the large volume of existing
literature on new flows, particularly on non-DAC
donors (Davies, 2010; Manning, 2006; OECD,
2010a; 2010b; Reality of Aid, 2010; Woods, 2008;
Zimmermann and Smith, 2011). Much of the existing
literature highlights the potential benefits of non-DAC
support to countries, and some assesses the quality
of aid against standard aid effectiveness indicators.
However, it is in general focused on the view from
the global level and the perspective of donors

and funders; there is currently very little published
literature that discusses countries’ own views and
priorities. Those studies that do exist, for example
Grimm et al. (2010), focus on only a few countries or
providers.

The existing literature is fairly clear on the

need for additional work to fill current gaps in

our understanding of the country perspective.
Zimmermann and Smith (2011), for example, note
that ‘the most pressing question ahead of the 2015
MDG [Millennium Development Goal] deadline is

[...] whether developing countries will be able to take
full advantage of [non-DAC donors’] new sources

of funding and ideas’ (12). Similarly, Kharas (2007)
notes that ‘The new reality of aid is one of enormous
fragmentation and volatility, increasing costs and
potentially decreasing effectiveness. A key challenge
for the new era of development assistance will be to
understand how coordination, information sharing and
aid delivery will work in the new aid architecture’ (1).

Second, the study diverges from the existing
literature by remaining agnostic on what is meant

by ‘aid effectiveness’. Other studies on new flows
have taken the Paris Declaration interpretation of

aid effectiveness as the ‘lens’ through which they
examine new providers, asking to what extent flows
from non-traditional providers (NTPs)" are consistent
with the Paris principles (Grimm et al., 2010; UNDP
Cambodia, 2010). While focusing on aid effectiveness
as a key priority, this study takes a neutral starting

point with regard to the appropriateness of the
Paris Declaration interpretation of aid effectiveness.
Instead, one of its guiding questions is to better
understand country priorities when it comes to the
volume and quality of the aid they receive and to
assess flows against their own criteria.

The paper proceeds as follows:

e |n Section 2, we provide a provisional taxonomy of
development assistance, including both traditional
and less traditional sources. We then provide a
first-cut estimate of recent trends in the volume
and composition of these flows at a global level.

e Section 3 presents the theoretical framework that
guides the three country case studies and a brief
introduction to the case study methodology.

e Section 4 provides an introduction to the case
studies and describes the key contextual
factors that might be expected to shape country
engagement with donors and NTPs.

e Section 5 presents the main case study findings,
including the volume and key characteristics of
the various forms of development assistance at
country level.

e Section 6 concludes and summarises the policy
recommendations.

1. By NTPs, we mean those actors providing NTDA, including non-
DAC donors and Korea; philanthropists; social impact investors;
global vertical funds; and climate finance providers.
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As noted in the introduction, one of the aims of this
paper is to better understand recent trends in the
volume and composition of development assistance
flows within the new aid landscape, and in particular
the breakdown between TDA and NTDA. This is the
focus of Section 2.

In Section 2.1, we present a provisional taxonomy

of development assistance flows, defining our
understanding of both TDA and NTDA, and the
component parts of each. This is not intended as

a definitive taxonomy or to create new categories

or definitions, but to present a first-cut estimate for
discussion and a framework to inform the subsequent
analysis. We first provide a summary (Section 2.1.1)
and then a more technical exposition (Section 2.1.2):
those less interested in the technical details can skip
over Section 2.1.2 and move straight to Section 2.1.3,
which lists the components of TDA and NTDA and
provides a visual mapping.

In Section 2.2, we draw on our taxonomy to present
provisional estimates of trends in the volume and
composition of development assistance flows at
global level. Given data limitations, which are noted

in the text, this is an imprecise estimate, and probably
underestimates the volume of less traditional flows.

2.1
Defining TDA and NTDA

2.1.1
A summary methodology

Our main interest is in charting the impact at country
level of a rapidly changing landscape, or ‘aidscape’,
of development assistance providers, with an
emphasis on the less traditional (and outright new)
ones, and how they interact with governments and
other providers. We accept that these phenomena are
not best measured solely in terms of financial flows,
in isolation from trade links, skills transfers and other
critical attributes often bundled together with finance.
We are nonetheless using finance here as a crude
but simple yardstick.

The distinction between TDA and NTDA in this paper
is at best a useful approximation, inevitably involving
a degree of subjective judgment. There is constant
innovation and experimentation within the traditional
subset; conversely, ‘non-traditional’ does not imply a
blank sheet in terms of history and values.

Defining development assistance involves three basic
steps:

e Consider all cross-border resource flows into
developing countries;

e Apply a public (and philanthropic) interest test,
using financial subsidy as a proxy; and

e Exclude purely market-based (for-profit) external
finance.

What is now left is all development assistance:

that is, TDA plus NTDA. We apply a further filter to
distinguish between these, although we recognise
that this distinction is not perfect and the boundaries
will sometimes be blurred. We define TDA as
assistance provided by traditional bilateral and
multilateral donors that are members of the DAC
and that conform to DAC norms and rules to varying
degrees, and which meets standard ODA definitions.
By NTDA, we mean-cross border sources of finance
that meet the three criteria above, but which have
either funding sources, or delivery mechanisms, that
are newer and more innovative, and differ from those
of traditional donors, and which may not meet the
ODA definitions, although some do.

Some NTDA flows are scored as ODA, but we
included them in our ‘non-traditional’ category
because they present new or ‘complex’ management
issues and opportunities, mostly because their
allocation/coordination processes fall outside well-
established DAC approaches and, in some respects,
may resemble non-DAC flows more than DAC ones.
This includes global funds, climate finance and Korea,
as the next section explains in more detail.

The categories included in the definition of NTDA
are: financial flows from non-DAC countries; private
philanthropy; flows to developing countries from
non-governmental organisations (NGOs), net of ODA
these NGOs receive; social impact investment; global
vertical health funds; climate finance; and Korean
assistance. We identify separately, in an upper-
bound estimate, OOFs, including from the so-called
non-concessional windows of multilateral banks.
Remaining ODA is classified as TDA for the purposes
of this report.

We exclude from development assistance altogether
forms of finance that do not clearly meet the criteria
set out above: domestic resource mobilisation
(taxation and domestic financial markets) and private
investments; private remittance flows; foreign direct
investment (FDI); international commercial bank and

15
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bond market funding; and export credits on market
terms.

2.1.2
An expanded methodology

More specifically, defining development assistance
and its component parts involves the following three
steps.

Transfers of real resources to developing
countries

We consider all development finance flows into

any developing country on the DAC list of eligible
ODA recipients’ (including all LICs and MICs), and
potentially from any origin, public or private, including
other LICs and MICs. Domestic resource mobilisation
is the largest financing source in developing
countries, especially in MICs (see Greenhill and
Prizzon, 2012). However, we look instead at how
governments perceive and manage external sources.

We also focus in principle only on transfers of real
resources.? As in ODA, we do not include un-
disbursed forms of support, like guarantees that have
not yet been called. We differ from ODA treatment
(but follow, e.g., country programmable aid (CPA)
practice), by counting bilateral and multilateral loan
disbursements on a gross, not net, basis. This

is because, for government departments in the
destination country looking for funding for investment
needs, what matters most is the gross flow.

Focus on development finance flows

Our main concern is in external sources of finance
that operate largely for a public interest (or
philanthropic) purpose. This is not always a clear-
cut distinction. It could be based on achieving a
national or global public good (say disease control),
on international welfare goals such as the MDGs,

on recognising the special status of an intended
beneficiary (low income, least developed, fragile,
marginalised groups etc.) or on similar priorities. It
could also simply be because of a mutual interest in
promoting economic ties between two countries, less
altruistic but still plausibly in the public interest of the
recipient (as well as the provider).

This lens, however, excludes all purely market-based
finance, whether equity or loan financed, short or
longer term. We also exclude all private remittances.
This is a necessary shortcut, absent much more
information on their use at destination. Philanthropic
diaspora flows are largely impossible to separate

out from much larger volumes of private remittances
directed within families and for their principal benefit,
rather than the wider collective interest.

We exclude official export credits meeting minimum
(e.g. OECD discipline) international market reference
rate guidelines, or their equivalent (e.g. Chinese
export credits to Ethiopia at 3% above the London
Inter-bank Offered Rate, LIBOR). For instance, Berne
Union (2009) estimates official export credit at an
average of between $55 and $60 billion per year. The
attractiveness of such ‘assistance’ to borrowers can
transcend its financial terms for partner countries,
because there are no better alternatives for raising
finance on a comparable scale and/or because

other attributes (speed, non-conditionality) are felt to
outweigh purely financial costs. The changing role

of this intermediate type of finance needs further
investigation.

We also exclude from our definition of development
assistance most semi-official assistance to the
private sector on market terms (without sovereign
guarantees), via so-called development finance
institutions (DFIs). Although some net equity
purchases by bilateral DFIs already score as ODA,
these are liabilities conferring substantial claims on
future profits, so scarcely concessional in their effect.
An argument could also be made that the intervention
of the DFls catalyses private investments that would
not otherwise have materialised, leveraging implicit
subsidies for public as well as private benefit, and
some DFls have a more purely development social-
impact motivation than others. We do not have

good enough data to explore this distinction further,
although we would hope to do so in future iterations
of this work, drawing on new data expected to be
available later in 2013. For now, we include only
those DFls that are reported under OOFs

Flows that include an element of financial subsidy
As underlying motives are usually not revealed,

we use a cruder test of what is and what is not

a market-based transaction, and that is simply
whether there is a clear element of financial subsidy
involved, as further defined below. Ideally, this
should capture both explicitly subsidised terms and
constructs that allow preferential terms compared
with standard market access, such as public
guarantees. Grants are obviously in, as pure market
terms are out, as above. Official loan terms (beyond
well-established concessional formulas such as
that of the International Development Association,
IDA) are trickier. In practice, the boundary between

THE AGE OF CHOICE: HOW ARE DEVELOPING COUNTRIES MANAGING THE NEW AID LANDSCAPE?



ODA and other official finance, OOFs, is hard to
define conclusively. The ODA test of concessionality
(minimum 25% grant element at 10% discount rate) is
itself ambiguously applied, at least according to some
DAC members.

We believe more work is needed to clarify this
boundary. A strong case can be made that, especially
in the current financial environment, there is little
reason not to treat most OOFs, particularly those
from multilateral development bank windows, as
development assistance. Such loans are mostly
on better terms than those available to the same
sovereign borrowers from international commercial
lenders and bond markets, thanks to implicit
subsidies such as non-remuneration of equity, tax
exemptions and un-priced guarantees from the
multilateral development banks’ (MDBs’) more
creditworthy owners.

However, we do not have enough information, which
would need to be laboriously disaggregated by
instrument and sometimes borrower, to be sure of
this, and even less to make accurate comparisons
with bilateral loans on less concessional terms,
including from NTPs. We also recognise that the
decision to include OOFs from longstanding providers
(e.g. IBRD) within our definition of non-traditional may
be controversial. We have therefore included all long-
term lending (three-year average disbursement of
OOFs)* by the MDBs’ non-concessional windows and
equivalent institutions in our upper-bound estimates
only.

2.1.3
Components of TDA and NTDA

Using the criteria outlined in summary form in Section
2.1.1, and in more detail in Section 2.1.2, we reach
the following definitions of TDA and NTDA.

TDA

We define as TDA cooperation from longstanding
bilateral and multilateral donors that are members

of the DAC and that conform to DAC norms and

rules to varying degrees. All such assistance meets
standard ODA definitions. In practice, we measure
TDA as total ODA minus the ‘non-traditional’ elements
of ODA outlined below (constituting about 11% in
2009), although recognising that this is an imperfect
measure.®

NTDA
We define NTDA as the following:

1

ODA-like flows from non-DAC donors. These
flows clearly meet the criteria as outlined above,
in the sense that they are cross border, reach
developing countries and have a public interest
purpose — often of ‘mutual interest’ to provider and
recipient. Estimates of ODA-like flows from non-
DACs tend to include only those flows that meet
the strict DAC concessionality thresholds. A large
volume of flows from these providers is likely to
meet our looser concessionality threshold (in the
sense of having some element of concessionality)
but not ODA-equivalent criteria. However, we do
not have sufficient information to include these
‘O0F-equivalent’ non-DAC flows.

Philanthropic and institutional giving (from

grant givers such as the Bill and Melinda Gates
Foundation) and non-government foreign
donations administered by international and
local NGOs. The international players, in turn,
have many funding arrangements with local civil
society organisations (CSOs), which makes a
consolidated assessment harder. We do net out,
however, NGO aid flows funded directly by ODA,
as reported by DAC donors, to avoid double
counting with traditional assistance.®

Social impact investment (support to social
enterprises on -terms which are better than

those available from the private markets), where
information is available on this separately from
other philanthropy. There is some possible overlap
with OOFs here, as multilateral institutions are
also sources of funds for social enterprises.

Global funds, egregiously the Global Fund to
Fight AIDS, Tuberculosis and Malaria’ and the
Global Alliance for Vaccines and Immunisation
(GAVI), even though most flows through these
agencies are funded by DAC donors and score
as ODA. Global funds have innovative and
non-traditional funding mechanisms, and in
GAVI’s case innovative funding sources too.
Funding mechanisms often follow a cross-country
challenge format, and execution is vested in
various local entities, including government
departments; the underlying ‘donor’ has no
country presence.

Public climate finance, much of which follows
similar funding mechanisms to those of global
funds. Public climate finance comprises elements
that are scored as ODA and elements that are
not.8 For reasons of data availability and certainty,
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Table 1
A taxonomy of development assistance

Development assistance flows considered

Other flows not considered

TDA NTDA
e Traditional bilateral e Non-DAC flows e Domestic resource
cooperation e Philanthropic and institutional mobilisation
e Traditional multilateral giving e Export credits
cooperation e Social impact investment e DFlIs (excluding those
o Global vertical funds covered in OOFs)
e Public climate finance e Private remittances
e Korea e FDI
e OOFs e Other private flows

*  Further interactions on global estimates will also address the
contribution of innovative financing across the different sources
of TDA and NTDA flows.

we include here only the components of climate
finance that are scored as ODA and reported

to the DAC, although we define these as ‘non-
traditional’ in the sense that they are principally
targeted at meeting, or compensating for, global
challenges rather than development. Further
research is being undertaken to better understand
the volume and composition of public climate
finance, and future iterations of the TDA and
NTDA estimates could include other non-ODA
elements of publicly funded climate finance. Some
of these may already be included in our OOFs
estimates, however.

We also include Korea as non-traditional,

which joined the DAC in November 2009.

Korea is frequently cited as following distinctive
approaches at the local level, preferring project-
specific to programmatic interventions and as

not yet participating in intensive aid coordination
mechanisms at the country level. Given that this is
perceived by recipient governments as a different
aid model, and that it has not simply converged
with DAC practice, the distinction is valuable.®
Korean assistance is now scored as ODA.

OOFs from DAC donors'" are included in our
upper-bound estimates. The inclusion of OOFs
within NTDA is not to suggest development
practitioners, or the MICs in which they operate,
are not familiar with these windows. At the

institutional level, moreover, there is little practical
difference between say IDA and IBRD approaches
to development, or their respective management.
Rather, these flows are often conventionally left
out of global discussions on ‘aid’ on the narrow
grounds of their (relatively) harder financial terms.
Moreover, for many newly graduating MICs,
dealing with OOF flows (e.g. from IBRD) will be

a new experience, and this class of providers

is in any case also diversifying with the rapid
growth of bilateral official finance. OOFs also fit

in our category of development assistance as
outlined above, although, as noted, there is some
uncertainty about the concessionality of all such
flows. For this reason, and because we recognise
that inclusion of longstanding OOF providers such
as the IBRD as ‘non-traditional’ assistance may
be somewhat controversial, we include it in our
‘upper-bound’ estimates only.

Figure 1 (pages 20,21) illustrates the diversity of
cross-border development assistance flows towards
the ultimate partner country governments and non-
government recipients. We distinguish between three
primary sources of international development finance
(taxpayers in DAC and non-DAC countries, able to
give through voluntary channels also, and the private
sector) and eight intermediate channels, which
broadly map to the flows shown in Table 1, including
‘mainstream’ bilateral and multilateral assistance
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agencies, many of which fund each other as well as
the ultimate beneficiaries.

The left-hand graph shows traditional ODA flows that
the partner country is probably used to managing
within traditional aid management frameworks, that
is, mainly bilateral assistance from DAC countries
and multilateral cooperation. The right-hand graph
shows the main relationships between non-traditional
sources/actors, flows, intermediaries and partner
country governmental and non-governmental
recipients.

2.2

A first-cut global estimate
of development assistance
flows

2.2.1
Estimating global development
assistance flows

In this section, we provide a provisional estimate

of recent trends in the volume and composition

of development assistance flows, particularly the
breakdown between TDA and NTDA. This helps

us better understand the new aid landscape and
the impacts it may have at the country level.

These figures are necessarily provisional, given
challenges in data availability, and are very likely to
underestimate NTDA flows in particular. Estimates
are based on 2009 data, as for some of the flows this
is the latest information available.'? They are based
mostly on gross disbursements™ and are expressed
in current terms. "

As noted above, uncertainty about the concessionality
of OOF flows, and their inclusion in the NTDA
category, mean we have provided two sets of
estimates. Our ‘lower-bound’ estimate includes only
the core elements of TDA and NTDA as defined
above, whereas our ‘upper-bound estimate’ also
includes OOF. Our upper-bound estimate is likely

to be an underestimate, insofar as there is no
systematically collected, comparable information

on semi-concessional (OOF) flows from non-DAC
member countries. This becomes particularly
important in comparing alternative financing offers at
country level.

Figure 2 provides overall estimates in the volume and
composition of development assistance flows in 2000
and 2009, and Figure 3 provides a more detailed
breakdown of the composition of NTDA in the same
years. In each case, separate charts are provided

for upper and lower bounds. Note that weaknesses

in data availability and reporting in 2000 mean that
figures for this year, and hence the baseline used,
may be underestimated.

The component elements of the data presented in
Figures 2 and 3 (pages 22 and 23) are calculated as
follows.

First, we estimate NTDA from official sources
(non-DACs plus Korea) to be approximately $11.5
billion in 2009. The figures presented in this paper
include assistance from non-DAC members countries
reporting to the DAC™ and the BRICS (Brazil,
Russia, India, China and South Africa);'® they come
in between those provided in Economic and Social
Council (ECOSOC, 2008), Park (2011) and Prada

et al. (2010), ranging between $9.5 billion and $15
billion for 2008 (see also Greenhill and Prizzon, 2012,
for a review), that is, between 10% and 12% of ODA-
eligible external assistance from DAC donors. ODA-
equivalent flows from non-DAC members reporting to
the DAC were $2.4 billion in 2000 (see Greenhill and
Prizzon, 2012).

Second, we estimate philanthropic and private
giving at $25.3 billion in 2009," based on Hudson
Institute (2011) data. This includes assistance from
foundations and corporations as well as private
giving and voluntary contributions. These figures are
underestimates, as they refer to US data only (we
have no robust comparative information for non-US
philanthropy); they also differ substantially from
global estimates of philanthropic assistance flows of
$56-75 billion per year, as in Kharas and Rogerson
(2012). We followed a more conservative approach,
as in Prada et al. (2010), deducting in particular the
imputed value of volunteering and similar elements
that do not appear to fit our present definition of
development assistance. In 2000, philanthropic
assistance — still for US foundations only — was
estimated at $3.1 billion (OECD, 2003), which gives a
rough indication of this segment’s probable high rate
of growth, despite likely definitional problems (e.g.
Hudson Institute considers the earlier OECD estimate
overly conservative).

Third, we estimated he amount of social impact
investment to developing countries at $1.6 billion.
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Figure 1:
Mapping traditional development assistance flows
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m Traditional development assistance*

m Philanthropic assistance and private giving Social impact investment**
Official concessional assistance from NTPs m Climate finance
Global health funds B Others official flows***
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2000: total NTDA $5.3 bhillion 2009: total NTDA $53.3 hillion

m Philanthropic assistance and private giving Social impact investment
m Official concessional assistance from NTPs Climate finance
Global health funds

2000: total NTDA $17.6 billion 2009: total NTDA $93.5 billion

m Other official flows Global health funds
m Philanthropic assistance and private giving Social impact investment
Official concessional assistance from NTPs Climate finance
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These figures are based on estimates for developing
regions in a report prepared for the Rockefeller
Foundation (E.T. Jackson and Associates, 2012) and
are based on 2011 data."®

Fourth, total disbursements from the Global Fund and
GAVI were $3.8 billion in 2009, $3.1 billion'® and $0.7
billion,2° respectively. Total flows in 2000 were $329.5
million, attributed exclusively to GAVI (of which $325
million from private sources). The first grant from the
Global Fund was disbursed in March 2002.2'

Fifth, we scored $11.1 billion for climate finance

in 2009, which is entirely ODA. Figures are based
on CPI (2011) data: $9.5 billion from bilateral
donors (Rio-markers classification) and multilateral
assistance (grant and concessional loans from the
IDA, the European Union, EU, the Asian Development
Bank, ADB, the Inter-American Development

Bank (IADB) and the African Development Bank,
AfDB). In 2000, climate finance — on the basis of
the contributions to the Global Environment Facility
(OECD data) — was $343 million.

Finally, included in the upper-bound estimates are
OOFs, to a total amount of $40.2 billion in 2009. We
estimated these by considering a three-year average
for 2008-2010, as 2009 was characterised by a spike
in IBRD flows (during the financial and economic
crisis). These figures most likely include significant
amounts of climate financing, over and above ODA,
that we have not been able to disaggregate. We do
not have a direct disbursements-based comparison
for 2000, but we do have the three-year average of
$12.3 billion for 2002-2004.

2.2.2
Summary findings on
development assistance flows

The detailed analysis presented in Section 2.2.1
demonstrates the following overall trends in
development assistance flows:

e Development assistance flows grew substantially
between 2000 and 2009, and their composition
has shifted heavily towards what we here call
‘non-traditional’ sources. This is according to both
our lower-bound and upper-bound estimates.

e Our lower-bound estimate (i.e. excluding OOFs)
suggests that total development assistance grew
from $64.8 billion to $173.3 billion between 2000
and 2009. In 2000, the ‘non-traditional’ component

of these flows was only $5.3 billion, or 8.1% of
total development assistance. By 2009, non-
traditional flows had increased tenfold to $53.3
billion, making up 30.7% of total development
assistance.

e Our upper-bound estimate (including OOFs)
suggests that total development assistance grew
from $77.1 billion to $213.5 billion between 2000
and 2009. In 2000, NTDA was $17.6 billion, while
by 2009 it had grown to $93.5 billion,? a fivefold
increase. NTDA by this expanded definition rose
from 22.8% of total development assistance in
2000 to 43.8% in 2009.

e The composition of flows within our ‘non-
traditional’ category has also changed. Within
NTDA, the share of both philanthropic and official
concessional assistance fell between 2000 and
2009 (although within a rapidly expanding pie),
with the share of global health funds, social impact
investment and climate finance all increasing.

For all the imprecisions inherent in the data, and
especially the wide fluctuations inherent in OOFs, this
underlines that non-traditional flows are already very
significant and have been growing very rapidly over
the past decade.
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A small number of countries graduated from the DAC list of
recipients between 2000 and 2009, including Aruba, the British
Virgin Islands, French Polynesia, Gibraltar, Korea, Libya, Macao,
Netherlands Antilles, New Caledonia and the Northern Marianas.
However, these countries are small and should not have an

impact on the overall figures. Moreover, ODA estimates measure
effort from the donor side, not inflows from the recipient side,

and so these small changes should not have an impact on the
estimates to any great degree. See www.oecd.org/dac/aidstatistics/
historyofdaclistsofaidrecipientcountries.htm#Chronology

Unlike Kharas (2007), to calculate traditional development
assistance, we use as our starting point total ODA figures

rather than, for example, Country Programmable Aid (CPA) or
other measures which exclude aid in-kind, debt relief, refugee
assistance and other components of ODA which do not result in

a transfer of real resources. This is to ensure comparability with
the data provided on spending by non-traditional providers, for
which accurate figures on the breakdown of total spending, and in
particular on these non-CPA components, are not available.

We are aware that the difference between gross and net flows might
be sizeable for ODA provided by some DAC donors. However, as
motivated in the main text, partner countries evaluate gross flows to
finance investment projects, and the challenges and opportunities
they face in managing TDA and NTDA will be determined more

by gross than net flowsFurthermore, to be of our knowledge,

information on net flows for non-traditional providers is not available.

[1]. This attempts to smooth fluctuations caused by sudden
surges in gross flows, for example from the World Bank and the
International Monetary Fund (IMF) during the recent global crisis,
that are bound to fall back in outer years.

This attempts to smooth fluctuations caused by sudden surges in
gross flows, for example from the World Bank and the International
Monetary Fund (IMF) during the recent global crisis, that are bound
to fall back in outer years.

In particular because some of what is currently able to score as
ODA does not actually cross borders into developing countries, e.g.
refugee and student costs, and debt cancellation.

Some NGO spending could arguably be defined as ‘traditional’
development assistance, particularly that from long-standing NGOs
such as Oxfam etc. Further research would be required to explore
differences in funding arrangements across NGOs and how they
have evolved over time.

The Global Fund Board has recently decided to change its financing
approach, to one based on more predictable support to country
health strategies, centred on cross-country allocation criteria
including income, disease burden and performance. These criteria
are still being worked out in detail. In the case studies, interlocutors
were as yet familiar only with the proposal- or ‘round’-based
challenge grant financing model.

Public climate finance is classified as NTDA because of its focus on
global public goods rather than on poverty reduction only.
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A case can be made that this difference in operating approach is not
limited to Korea, but should include, for example, Japan, despite its
significantly longer track record of DAC membership. We have not
taken this route, but the scoring could be adjusted to accommodate
such variants in subsequent iterations.

For instance in the case of Ethiopia (see Annex 2), while being a
DAC member, Korea is not yet a member of the aid coordination
mechanism but is considering joining the Development Assistance
Group in the medium term.

In this paper we do not include OOFs from non-DAC development
partners in the upper bound estimates. Further research would be
required to assess these figures.

As mentioned above, we apply a different approach to measure
OOFs - a three-year moving average — to smooth the volatility
around the 2008/09 financial and economic crises. We use a three-
year moving average of 2002-2004, the closest available, for our
2000 figures.

However, in some cases, information was available on a
commitments basis only, for instance for climate financing.

Some flows from NTPs at aggregate level are available in current
prices only. This particularly affects comparisons between 2000 and
2009, which should ideally be in real terms.

On the basis of OECD Creditor Reporting System (CRS) database
data accessed on 25 October 2012. Countries included are Chinese
Taipei, Cyprus, Czech Republic, Estonia, Hungary, Iceland, Israel,
Kuwait (Kuwait Fund for Arab Economic Development), Latvia,
Liechtenstein, Lithuania, Malta, Poland, Romania, Saudi Arabia,
Slovak Republic, Slovenia, Thailand, Turkey and United Arab
Emirates. Values are reported as gross disbursements of flows that
are classified as ODA.

On the basis of Zimmermann and Smith (2011) — gross development
cooperation flows — with the exception of Brazil, where we consider
the primary source in 2009 constant price values (IPEA, 2009).
Volumes are gross of relatively small contributions from these NTPs
to vertical health funds (Global Fund and GAVI, $ 71 million in
2009).

These figures do not include contributions to GAVI and the Global
Fund but they include climate finance ($450 million).

Some flows classified as social impact investment in E.T. Jackson
and Associates (2012) might be included in philanthropic assistance
figures.

http://www.theglobalfund.org/en/about/donors/
http://www.gavialliance.org/funding/donor-contributions-pledges/
See Radelet (2004).

Note that OOF figures are a three-year moving average of 2002-
2004 for 2000, the closest available, and 2008-2010 for 2009, to
smooth out potential fluctuations from the financial crisis.
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As we have just seen, development assistance has
been growing rapidly over the past decade, and a
growing share of it is now accounted for by what we
call ‘non-traditional’ flows. Non-traditional flows are
inherently unevenly distributed and are likely to be
concentrated most heavily in MICs and resource-
rich countries, meaning that not all countries will
benefit from them evenly. Nevertheless, the global
figures suggest that such flows are a potentially
significant source of finance at the country level.

In addition to the global mapping presented above,
this study seeks to better understand the challenges
and opportunities developing country governments
experience in this new complex landscape. It

does this by conducting a comparative analysis of
three country case studies. The aim of the case
studies is twofold: to validate the significance of
the global trends at local level; and to explore how
countries, primarily governments, experience flows
from traditional and non-traditional providers and
manage them to meet national development needs.
In this section, we present an overview of the case
study selection process and the methodology and
theoretical framework for the studies.

We have conducted three exploratory case studies
in what we understand to be typical cases. We took
a case study approach because of the complexity
of the phenomena being studied, and the need to
examine in some depth government priorities when
it comes to the different forms of development
assistance; this makes a case study approach

by far the most appropriate. Three case studies
were selected: further studies may be considered
in future to gain a better understanding of the
relevance of these findings for different categories
of countries (MICs/LICs/fragile, more or less aid
dependent etc.).

Each case study was conducted over a two-week
visit during June-September 2012. The methodology
comprised a mixture of desk-based research

on country context and of key aid management
documents, and a series of semi-structured, mostly
face-to-face, interviews with 30-35 key informants

in country, and, where needed, follow-up phone
interviews. Key informants interviewed were drawn
from governments (including aid management

units and line ministries), DAC donors, non-
traditional providers, civil society and parliaments.
Key informants were identified according to their
position, by reputational sampling or, where needed,
through snowball sampling. Full lists of interviewees

for each country can be found in the individual case
study reports.

The theoretical framing informing the case studies
combines elements of the framework used by Fraser
and Whitfield in their 2008 study ‘The Politics of

Aid: African Strategies for Dealing with Donors’ and
the Institutional Analysis and Development (IAD)
framework developed by Ostrom et al. (2001).

The key insight from Fraser and Whitfield (2008)

lies in seeing the process of engagement between
governments and donors or NTPs as one of
negotiation. This is in contrast with much of the

other literature on the political economy of aid. Some
of this literature assumes donors and recipients

have a shared set of objectives (e.g. the MDGs or
human rights), and thus that there is a cooperative
relationship or ‘partnership’ between donor and
recipient, with no divergences of objectives (Fraser
and Whitfield, 2008). Other literature uses principal
agent theory to examine the relationships between
donor countries (principals), contractors and donor
agencies (agents) and potentially ultimate recipients
(also principals) (Bertens et al., 2001). This study
follows Fraser and Whitfield in seeing aid agreements
(with any provider) as the result of aid negotiation, in
which both sides have a set of (potentially divergent)
interests and priorities they need to negotiate in order
to reconcile.

Fraser and Whitfield present a simplified model of

an aid negotiation (see Figure 4), in which recipient
negotiating capital (derived from context) leads

to certain negotiating strategies (derived from
perceptions of relative negotiating capital and policy
preferences). Development assistance providers
also have negotiating capital, derived from the

same set of prior conditions, which lead in turn to
provider negotiating strategies. A combination of
these strategies leads to aid agreements, which
involve priorities and ‘terms and conditions’ of the aid
transfer. Implementation follows these agreements.
Fraser and Whitfield determine outcomes as the
relative degrees of provider and recipient control over
implemented policy.

As is clear from Figure 4, another key insight from
Fraser and Whitfield is the focus on context in
shaping country and provider negotiating capital.
As a simplified example, countries that are less aid
dependent are likely to have a stronger position in
negotiating with development assistance providers
than those that are heavily so, while those with
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weaker governance environments may find it

more difficult to negotiate. Countries with strong

and sustained performance on economic growth

or human development may also find themselves
more attractive recipients of aid, strengthening their
bargaining power. The context does not determine
the outcome of negotiations in a mechanistic sense,
but it presents providers and recipients with a set

of constraints to consider in deciding what they
think can be achieved through negotiation. The
authors focus on four elements of context: economic
conditions; political conditions; ideological factors;
and institutional conditions. Each of these (e.g.
degree of aid dependency, growth rate, geostrategic
importance, domestic political legitimacy and so on)
will have an impact on a country’s relative negotiating
power.

The other theoretical framework used to inform this
study is the IAD framework developed by Ostrom

et al. (2001). Like Fraser and Whitfield, Ostrom

et al. stress the importance of context in shaping
behavioural interactions. The IAD framework goes
further to identify the units of analysis that must be
examined in assessing any situation, which include
context, action arena, incentives, interactions and
outcomes. Each of these interacts with the others:
the context shapes the arena in which negotiations
take place and incentives guide the positions different
actors take within that arena, leading to behavioural
interactions and thus outcomes. Given the scope

of the study, we do not go into the level of detail
proposed by Ostrom et al. in analysing incentives and
behavioural interactions, which would be challenging
given the large number of actors involved. The

key insight to be gained from the IAD analysis is

the importance of identifying the arenas in which
negotiations take place, and of taking account of
context in shaping behavioural interactions.

Our study combines these two frameworks to analyse
the interactions between governments and providers.
We amend the models in various ways. Like Fraser
and Whitfield, we focus on aid agreements as an
outcome of negotiation between governments

and providers. However, rather than analysing

just one negotiation process, we are interested in
whether governments seek to negotiate, or at least
engage, with different kinds of providers together or
separately. We focus less in this study on the formal
process of loan and grant negotiations, which can
often be fairly legalistic/technical, and more on the
broader process of project identification, development
of policy strategies, discussion of conditionalities and

policy dialogue. We also focus less on the factors
determining the negotiation power of donors and

NTPs, and more on that of government, although
noting that these will be related to some extent.

Also following both Ostrom et al. and Fraser and
Whitfield, we focus on the importance of context in
shaping negotiating capital and ultimately outcomes.
For the purposes of our study, we find economic

and governance/political contexts to be the most
relevant; Fraser and Whitfield’s ideological and
institutional contexts are less important. We also
include as an additional contextual element countries
aid management structure and progress towards
meeting the Paris Declaration targets on the part of
government and traditional donors, while recognising
that this will itself be dependent partially on the
economic and political context. The government's
structure for, and capacity to, manage aid, as well

as the willingness of both governments and donors
to improve aid effectiveness in country, are likely to
have an impact on priorities and negotiating capital
with respect to providers.

)

Drawing on the IAD framework, we also emphasise
the importance of negotiation arenas. However,
rather than taking arenas as a given, we ask whether
governments seek to engage with different kinds of
development assistance providers in the same fora.
We focus particularly here on arenas related to aid
coordination in country (e.g. sectoral or technical
working groups, regular high level donor-government
meetings, etc.), as these are often key fora in which
donors and government engage in discussion of
sectoral strategies, project identification, policy
dialogue and conditionalities.

Like Fraser and Whitfield, we focus heavily on the
ability of governments to secure their objectives
through aid negotiations. However, unlike them,

we do not assume the ultimate desired outcome is
maximum government control over policy. Instead,
one of the key research questions for the study is to
understand government priorities when it comes to
the volume, purpose and ‘terms and conditions’ of
the development assistance they receive, and how
successful they are in achieving those priorities. We
define ‘terms and conditions’ of aid fairly loosely,

as meaning a set of aid quality elements such as
conditionality, alignment, concessionality and so on.
This loose definition is deliberate because we wanted
to allow space for governments to outline their own
priorities, rather than going in with a predetermined
set (e.g. as defined by the Paris Declaration). As
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an example, we seek to understand whether it is
more important to the government that assistance

be fast and well aligned or that it be concessional,
with Ethiopia, for example, placing more emphasis
on the former than the latter. We recognise that
government’s short-term priorities when it comes to
aid quality may not be fully consistent with what is
needed to secure long-term development outcomes.
However, this study aims to fill a particular gap in the
literature by focusing on the government perspective,
hence the focus on the government’s own priorities.

This framework, and the overall objectives of
this study, led us to develop the following guiding
questions for our case studies:

e How has the volume and composition of total
development assistance, including between
different providers, changed since the early
2000s?

e \What is the economic, political and aid
management context that determines the ability
of countries to mobilise and utilise development
assistance, and that shapes outcomes of

negotiations between governments and providers?

e What are governments’ priorities when it comes
to the volume, purpose and terms and conditions
of the flows they receive? To what extent do
these priorities differ between different types of
providers?

e |n which arenas do governments seek to engage
with providers, and which strategies do they
employ to negotiate with them? How do these
arenas and strategies differ between different
types of providers?

e To what extent are governments achieving
their objectives when it comes to negotiating
with providers? How has the existence of
less traditional providers helped or hindered
government in achieving these objectives?

Throughout this study, we focus on the government
perspective, rather than that of NGOs or citizens in
country, although in all countries a number of non-
governmental stakeholders were interviewed. We
recognise that government objectives may not be

fully aligned with the interests of citizens or consistent

with development outcomes. Particularly in fragile
or difficult environments, government priorities
may be far away from those of NGOs or citizens.
Governments may (and do) seek to implement
projects with the minimum of environmental and

social safeguards, for example, even though this may
be detrimental to the interests of some communities.
Nevertheless, we focus on government perspectives
in this study because we contend this is the largest
gap in the current literature, as outlined in the
introduction.
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4.1
Case study selection

As indicated in Section 3, selection of case studies
was based on a ‘typical case’ approach. While
recognising that most country experiences are
context specific and that ODA/gross national income
(GNI) ratios do not necessarily represent measures or
proxies for aid dependency (see Glennie and Prizzon,
2012), we focus on the middle of this spectrum so our
findings are most relevant for other partner countries.

To do so, we first calculated the ratio of total
(traditional and non-traditional) development
assistance on the basis of the AidData' database

for partner countries included in the list of DAC
recipients (OECD, 2012c). The AidData database
covers? commitments classified as ODA from DAC
donors (on the basis of the Creditor Reporting
System (CRS)) as well as some development
assistance flows (see Section 2) from official donors
that are not members of the DAC.3 AidData figures
are partial and incomplete,* but for the purposes of
this preliminary analysis they were identified as the
best source available for cross-country comparable
information. Considering commitments for 2009, data
analysis shows that the average ratio of development
assistance to GNI is 10.4%, with 5.3% being the
median.®

We also included additional criteria to ensure — to the
extent possible given the limited number of countries
considered in this study — a representative sample of
partner countries regarding:

Regions (Africa and Asia);
Income classification (LIC and MIC);

Resource endowment (limited natural resources
and a resource-rich country); and

Fragility.

All these factors, apart from regions, would be
expected to influence a country’s negotiating power
with respect to its development assistance providers
(see Section 3).

Finally, we took into account pragmatic considerations
in terms of Overseas Development Institute (ODI)
contacts and language capacity.

This led to the selection of Cambodia, Ethiopia and
Zambia as case studies. All were found to be within
the typical range of development assistance flows

to GNI, and all were close to the average. In 2009,
Cambodia was at 8.6%, Ethiopia 12.4% and Zambia
8.5%. These three countries presented a mix of
regions (an Asian country, two African countries),
income classification (Zambia joined the MIC group
in 2011, Ethiopia and Cambodia are both LICs) and
fragility (Cambodia is fragile according to a number
of classifications).® Zambia is heavily endowed with
natural resources, the other two countries less so.

4.2
Contextual information

Relative negotiation power between the partner
country and development assistance providers is
influenced by, among other factors, the economic

and governance context in which aid negotiation
takes place, as illustrated in the adapted Fraser and
Whitfield (2008) framework in Section 3. In this sub-
section, we review macroeconomic and development
finance data as well as governance indicators and
compare them across the three case studies. We also
look at how each country has individually progressed
towards implementation of the Paris Declaration
targets. This has helped to ascertain whether

and how main priorities regarding the terms and
conditions of development assistance from different
providers may differ between the three case studies,
as well as whether and how evolution in the economic
and governance context may have affected them. A
more extensive comparative analysis is presented in
Annex 4.

4.21
Economic context

Cambodia, Ethiopia and Zambia have all been
fast-growing economies, at least in the second
half of the past decade.

Cambodia’s average growth rate was 6% between
2000 and 2010 and Ethiopia’s 8% between 2005 and
2010, and Zambia’s has been more than 5% over

the past decade, though Zambia’s growth is strongly
linked to trends in mineral prices. This compares with
an average annual gross domestic product (GDP)
growth rate within LICs of 5.3% over the period 2000-
2010.7

However, progress in human development varies
by country.
Ethiopia has been the second top mover over
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the past decade when it comes to the Human
Development Index (HDI) (UNDP Ethiopia, 2010),
albeit starting from a very low base. Cambodia has
seen marked improvements in health and education,
but with increasing inequality. In Zambia, despite
higher income levels, growth has not yet translated
into strong human development outcomes. For
instance, in 2011, the country’s HDI ranking was still
164 out of 187 countries (UNDP, 2012), slightly below
the regional average, despite comparatively high
income levels.

Zambia has much greater access to private capital
flows than the other two countries.

Zambia achieved a peak of FDI inflows of 11.5% of
GDP in 2007, which was nearly recovered in 2010.
This compares with only 1% in Ethiopia and 7% in
Cambodia in 2010. The LIC average was around
3.1% in the same year. In September 2012, the
government of Zambia issued $750 million 10-year
Eurobonds, which went oversubscribed by 24 times
(Republic of Zambia, 2012).

The three countries differ when it comes to
natural resource endowment.

Zambia is a resource-rich country, with rents
estimated at 27% of GDP in 2010, more than 10
times the LIC average (World Bank, 2012). Ethiopia
is much less endowed, although the country has
large hydropower potential to tap domestic demand
and generate foreign exchange by selling energy to
neighbouring countries.® Cambodia has only limited
natural resource endowment, but significant potential
arose with the discovery of oil off the coast, which
the IMF (2007) has estimated could bring revenues
of $1.7 billion by 2021, although these figures are
subject to quite a lot of uncertainty. However, size of
the domestic market is also important; here, Ethiopia
is a significantly larger potential market than the other
two countries given its greater population size.

In terms of ODA/GNI ratios, Ethiopia was higher, at
11.9%, in 2010 compared with Cambodia and Zambia
(6.9% and 6.4%, respectively), which both come in
below the LIC average (9.3% in 2010). Ethiopia was
the eighth top ODA recipient in 2009/10 (OECD,
2012d) and the top ODA recipient in Sub-Saharan
Africa in 2010 (OECD, 2012b), although ODA per
capita is significantly lower than the Sub-Saharan
African average.® In Zambia, incidence of ODA

both as a share of GDP and of central government
expenditure has decreased sharply over the past
decade. For instance, since 2007, FDI inflows have
been as high — or even greater than — ODA flows.

Finally, all three countries have been rated by the
IMF as at low risk of debt distress (IMF, 2010;

2012a; 2012b): Cambodia’s external debt stock/

GNI ratio was 43.4% (2010), declining from 74.3% in
2000; Ethiopia recorded a 10.6% ratio in 2008 after
achieving a peak in the external debt to GNI ratio of
83% in 2003; and Zambia’s ratio was close to 10%

in 2010 and achieved its peak of 233% in 1992. Both
Ethiopia and Zambia have benefited from recent debt
relief initiatives, which have brought down debt stocks
substantially (e.g. Zambia’s external debt/GNI ratio
lowered to 24% in 2006 after the Heavily Indebted
Poor Countries, HIPC, Initiative and the Multilateral
Debt Relief Initiative, MDRI)."

4.2.2
Governance context

Governance contexts vary significant between the
countries.

Cambodia has a particularly brutal history of

conflict and a neo-patrimonial system, leading to
distortions in bureaucratic accountability, selectivity
in law enforcement and a high prevalence of poor
service delivery (Chea et al., 2008; Pak et al, 2007).
Cambodia’s history of genocide also leads to real
capacity problems across the government. Ethiopia
has been a one-party system, the EPRDF, since
1991, for the past 21 years under the Meles Zenawi
government. Zambia is a democratic country that has
seen frequent transfers of power (Fraser, 2008).

Zambia outscores the others in several measures
Furthermore, Zambia scores better than the other
two countries on both the International Finance
Corporation (IFC) Ease of Doing Business (EoDB)
indicators (IFC, 2012) and the Transparency
International Corruption Perceptions Index
(Transparency International, 2011a). Zambia

was declared Extractive Industries Transparency
Initiative (EITI) compliant in September 2012 (EITI,
2012). In 2012, it stood at 94/183 on the EoDB
indicator compared with 127 in Ethiopia and 133 in
Cambodia. A similar set of rankings can be found on
the Transparency International index, with the three
countries in the same order (91/182 for Zambia,
120/182 for Ethiopia and 164/182 for Cambodia.)
However, during our country visits and background
research, we found that Ethiopia was perceived

to have low levels of corruption at low levels of
administration;"" the opposite was true in Zambia.
For example, the Global Fund suspended assistance
to Zambia following allegations of corruption within
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the Ministry of Health in 2009 and appointed the UN
Development Programme as principal recipient.

Differing levels of geostrategic importance
Countries also differ in their relative geostrategic
importance. Ethiopia has a strategic position for
DAC donors in the Horn of Africa, being one of the
most stable countries in the region, a platform for
US intervention and a diplomatic hub for Africa.
Zambia has no particular geostrategic importance
at this time, but it played a crucial role during
African independence (Chisala, 2006). Cambodia
is now strategically important for China within the
Association for South-east Asian Nations (ASEAN)
region, and there have been growing diplomatic
ties between the two countries since 1997. It is no
longer important for the US since the end of the
Cold War.

Differing attitudes towards NGOs

The countries also have different attitudes towards
NGOs. Both Cambodia and Ethiopia have taken a
tough attitude towards aid channelled via NGOs, on
political as well as efficiency grounds. For example,
in Ethiopia the 2010 Charities and Societies
Proclamation introduced a series of restrictions on
sources of financing towards certain areas of CSO
intervention as well as on the cost composition of
CSOs. Zambia has a less restrictive approach to
this sector.

4.2.3

Implementation of the Paris
Declaration and aid management
structures

All three countries have seen some progress
towards Paris Declaration targets (see Annex 4),
and have made faster progress than the global
average. Only one of the Paris targets has been met
at global level (OECD, 2011a). Perhaps surprisingly,
progress has been the slowest in Zambia, which
has only seen 3/13 of the Paris targets achieved,
compared with 6 in Ethiopia and 5 in Cambodia
(OECD, 2011b; 2011c; 2011d). Cambodia appears
to have made the most progress towards the
targets, having seen improvements in nine of the
areas; Ethiopia and Zambia have progressed on six
and five indicators, respectively.

Regarding aid management structures, all countries
have aid coordination structures, including some
common elements of sectoral/technical working

groups; donor-only groups; and/or annual
consultative fora.

Overall, Cambodia has a fragmented environment
for aid management, partly as a result of the neo-
patrimonial system and governance challenges
described above. Different agencies are responsible

for different elements of the aid coordination process.

This institutional complexity can cause considerable
profusion and proliferation of roles (Chea et al.,
2008).

Ethiopia has a much stronger and more centralised
approach to aid management, at least until Zenawi’s
death recently. The country is very much in control of
its development strategy, with strong federal control
and limited responsiveness to donor preferences
(DCl, 2005). Ethiopia negotiates with donors only

at the margins, and has a tendency to resist policy
suggestions from external sources on subjects it
defines as core matters for national sovereignty
(Fraser and Whitfield, 2008).

The aid management system in Zambia finds itself
in between the cases of Cambodia and Ethiopia.
Aid management is centralised within what is now
called the Economic Management Department

at the Ministry of Finance and National Planning
(MoFNP), and the MoFNP signs agreements on the
behalf of the government of Zambia. However, line

ministries are also highly involved in aid negotiations.

Interaction between MoFNP and line ministries is
characterised by some tensions around budget
execution (Republic of Zambia, 2011b).
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AidData.org. For a description of the database, see Tierney et al.
(2011).

For more information see AidData (2011).

These include the Arabic Bank for Economic Development in Africa,
the Bill and Melinda Gates Foundation, Brazil, the Caribbean
Development Bank, the Congo Basin Forest Fund, Estonia, the
GAVI Alliance, the GEF, the Global Fund, India, Kuwait, Latvia,

the Nigerian Trust Fund, the North American Development Bank,
the Organization for Petroleum-exporting Countries Fund for
International Development, Poland and Saudi Arabia.

They do not include flows from some notable NTPs such as China,
or from philanthropic organisations apart from the Bill and Melinda
Gates Foundation, DFIs or social impact investment.

There is a long tail of countries, mostly upper-middle-income
countries, which have a very low volume of development assistance,
hence the divergence between median and mean.

Note that Ethiopia is also classified as fragile according to the UK
Department for International Development (DFID) list of fragile
states cited by Harttgen and Klasen (2009).

We compare main indicators between the three case studies on the
basis of the LIC group average. This is motivated by our focus on
data between 2000 and 2010 data, during which period Zambia was
classified as a LIC. Zambia graduated to the middle-income group in
2011.

8
9
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See, for instance, http://www.gibe3.com.et/

Around $40 per capita after 2008 vis-a-vis $50; in 2006, ODA per
capita in Ethiopia was $27 - exactly half of Sub-Saharan African
levels (World Bank, 2012).

It is worth noting — especially to understand the country negotiating
power towards traditional providers - that Ethiopia did not
experience any major debt or a balance of payment crisis in the
1980s (i.e. no balance of payments imbalances, import controls
and good exchange rate management). So fundamentals were
more or less right when the Ethiopian People's Revolutionary
Democratic Front (EPRDF) entered negotiations with the World
Bank and IMF in 1993/94 (Fraser and Whitfield, 2008). On the
other hand, Zambia was not highly aid dependent, but also its debt
burden was exceptionally high: in 1984, Zambia was apparently the
most indebted country in the world as a share of GDP, exceeding
GDP per capita levels (Whitworth, 2012). For a review of the debt
history of the country see Whitworth (2012) and Fraser (2008), the
latter analysing how eligibility for and implementation of the HIPC
Initiative and subsequently of MDRI assistance largely influenced
aid negotiations in the country vis-a-vis traditional donors between
the mid-1990s and the mid-2000s, particularly in the context of
privatisation of the mining sector.

However, still, a recent Transparency International report on East
African countries found that 48% of people in the sample had
paid a bribe to at least one of nine service providers in Ethiopia
(Transparency International, 2011b).
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In this section, we summarise the main findings of
the three case studies, including an assessment of
the volume of flows of traditional and non-traditional
development assistance received by each country.
These findings answer the case study questions as
presented in Section 3, although, in order to bring out
the salient points more clearly, we have not followed
the exact order or breakdown of the questions as
presented earlier.

0.1

The volume of NTP

flows has increased
significantly over the past
decade

As Figure 4 and Annex 5 show, all the three countries
analysed have received significant flows from NTPs
over the past decade, and in Cambodia NTDA

flows are now sizeable in relation to traditional
development assistance. Considering only lower-
bound definitions’ (see Section 2.2), the share

of NTDA to total development assistance in 2009
reached 23.5% in Cambodia, 9.1% in Ethiopia and
7.1% in Zambia. Non-traditional flows also expanded
significantly in nominal terms? between 2002 and
2009. In Cambodia, they increased from $34.1 billion
to $191.5 billion, a 5.6-fold increase; in Ethiopia from
$82.7 billion to $381.6 billion, a 4.6-fold increase; and
in Zambia from $0.7 billion to $95.3 billion, a 136-fold
increase (although note the exceptionally small base
in 2002). Full details of the trends and composition of
NTDA flows in each country can be found in Annex 5.

Furthermore, our figures for NTDA are most likely
underestimated at country level. For example, they
do not include private and voluntary contributions
(through international NGOs and CSOs) and

flows for which information is limited at country
level; philanthropic assistance is based on US
foundations only; and some data are missing, for
example comparable data for non-DAC donors in
the early 2000s in the case of Zambia (see Annex
2).3 Furthermore, some development assistance
flows cannot easily be captured at country level. For
example, climate finance sometimes targets (and
reports on) regions rather than single countries. We
also compared data only up to 2009, the latest year
for which information on development assistance

flows was available for most components. For

some flows (especially climate finance, e.g. in
Ethiopia), commitments have been rising rapidly and
disbursements have probably gone up since 2009.
We refer the reader to the three individual country
case studies for further information.

While in Figure 5 we aim to compare the relative size
of the different flows and their evolution over the past
decade, Figure 6 separates non-traditional flows — at
least in their lower-bound estimates — considering
average figures for the period 2007-2009. In the case
of Cambodia and Ethiopia, the largest share of NTDA
is represented by external assistance from non-DAC
donors (including Korea, as explained in Section 2).

Assistance from official non-traditional providers

is 75% of total NTDA in Cambodia; this mainly
consists of assistance from China. In Ethiopia, the
share is 48% (nearly as much as that from vertical
health funds). In Zambia, while non-DAC donors
represent only one-quarter of total assistance, NTDA
is dominated by assistance provided by GAVI and
the Global Fund, which account for nearly 70% of
total such flows. The relative share of climate finance
is still small in all three case studies (3% or less)
because a limited volume of pledges materialised
over the period 2007-2009; philanthropic assistance
is rather small as well (3% in Ethiopia, 1% in both
Cambodia and Zambia).

5.2

Partner countries
welcome more choice and
more finance

9.2.1

Additional development finance
resources are a high priority for
governments

In Section 3, we emphasised that understanding
government priorities and their success in securing
development assistance that meets those priorities
was a key aim of the study. All three case studies
highlighted that the need for additional resources

to finance development is a key priority for
governments, and NTPs are seen as particularly
valuable in helping countries meet this objective. In
some cases, this is explicitly because traditional ODA
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flows are already falling and are expected to continue
to do so, as in Zambia (AfDB et al., 2011). In other
cases, they are expected to fall once the country
reaches middle-income status, as in Cambodia.

Ethiopia, for example, is heavily focused on
promoting investment in infrastructure, as indicated
by its national Growth and Transformation Plan
(GTP) (FDRE, 2010). Traditional ODA was found

to be insufficient to meet the country’s substantial
infrastructure needs. The country instead has a
deliberate and systematic, although implicit, strategy
to tap into new financing sources, including increasing
the number of official donors, philanthropists,
providers of climate finance, diaspora bonds and
domestic resources, such as taxation. Interviews

in Cambodia also identified the need for additional
resources as the country’s number one priority:
interviewees felt the government was very unlikely
to turn funding offers down and NTPs were therefore
very welcome as additional sources of finance. This
finding is consistent with the earlier Paris Declaration
evaluation country study of Cambodia, which noted
that the country valued China and South Korea in
particular as sources of additional finance beyond
ODA (VBMK and RBMG, 2010).

Like Ethiopia, Zambia has a strategy to diversify
financing sources beyond ODA, spurred on by the
country’s move to middle-income status and the
departure of some traditional donors. Zambia held
a High-level Policy Dialogue in November 2012
involving the government, donors, MICs, CSOs and
the private sector to discuss and analyse strategies
for Zambia to diversify sources of development
finance and move beyond aid. Key questions for
discussion included how to access futures markets,
public—private partnerships (PPPs), hedge funds and
new climate finance mechanisms.

9.2.2

Reducing aid dependency is a low
priority for governments

In contrast with some of the global literature
(ActionAid, 2011; Glennie, 2011; Tandon, 2008),

the case studies did not indicate a major push to
reduce aid dependency on the part of recipient
governments. The anticipated reductions in traditional
ODA appeared to be coming more from ‘push factors’
on the part of donors than from ‘pull factors’ on the
part of government. Countries appeared to want to
diversify financing more because ODA flows had, or

were expected to, fall, rather than because of any
political desire to exit from dependency on ODA. All
countries are also perusing fast growth strategies
and have been successful in securing high growth
rates in recent years, meaning ODA/GNI ratios will
automatically fall without unfeasibly large increases
in ODA. As noted later, however, governments are
certainly exploiting the opportunities NTPs present to
increase negotiating power in relation to traditional
donors.

9.2.3

NTPs are willing to finance
projects with a lower rates of
return

In the specific case of Cambodia, the government
particularly welcomed NTPs because they are

able to finance projects at lower rates of return
than traditional donors. It was reported that the
government had developed proposals for projects
that are of interest to it but that may not pass the
strict economic rate of return (ERR) thresholds of
traditional donors such as the World Bank and the
ADB. An example raised by government officials in
Cambodia was that of provincial roads, which are
key to the country’s development strategy but would
not meet the 12% ERR threshold the ADB requires.
China has lower requirements, so is reportedly able
to build these roads instead. However, while the
government may welcome such an approach in the
short run, it does bring long-run risks around debt
sustainability if the country is unable to generate
sufficient revenues to repay loans made. It could
also lead to lower priorities projects being built: in
Zambia, private Chinese companies are reported to
be building three new sports stadiums, even though
this may not be a national priority (Fraser, 2008).

9.2.4

Debt sustainability did not appear
to be a concern for governments

All three countries have been rated by the IMF/
World Bank as being at low risk of debt sustainability
problems (IMF, 2010; 2012a; 2012b), and therefore
did not show concern in relation to taking on new
loans*. In Ethiopia, for example, it was reported that
the government had not turned down a loan owing
to concerns over debt sustainability since 2005, with
access to new finance being considered of higher
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priority. The Ministry of Finance and Economic
Development (MoFED) is, however, working on a
debt management strategy that will apparently set a
target for the desired debt/GDP ratio.

Zambia has established a policy on debt, as set out
in the 2007 Aid and Policy Strategy (Republic of
Zambia, 2005),° which states that new borrowing
should be aligned with the country’s capacity to
repay and on terms that should not unduly expose
the country to preventable risk of defaulting. The
policy states that the government should prioritise
concessional finance and only negotiate loans with
a minimum 35% grant element. Interviews with
government officials, however, suggested these
criteria had not been systematically applied to the
loan process. The recent Sixth National Development
Plan (Republic of Zambia, 2011a) also indicates
that non-concessional borrowing may be taken on
to finance projects with a high economic return,
especially in the infrastructure sector.

Cambodia has also established a debt strategy,
which states that the country can borrow only for
infrastructure that supports growth and the productive
sector, including roads, bridges, energy, ports and
water. However, the ‘low-debt risk’ assessment in the
recent IMF Article IV consultation means government
officials in general appeared relaxed about taking on
new borrowing.

In summary, governments generally seemed to
welcome the new opportunities the growth of funds
from NTPs provides. Concerns around the impact of
NTPs on fragmentation and coordination, which are
often cited at global level (see Kharas, 2007), did not
come through strongly. The overwhelming priority was
to raise additional resources to finance development.

5.3
Key priorities: ownership,
alignment and speed

As well as additional resources, key priorities in
relation to the terms and conditions of financing
raised by governments were found to be ownership,
alignment and speed. This set of priorities emerged
particularly strongly in Cambodia and Ethiopia;
Zambia also had a wider set of priorities around

the Paris and Busan agendas, and the promotion
of budget support (Republic of Zambia, 2005).
Governments did not appear to be setting different

priorities for different groups of providers, but instead
to be assessing all providers against a similar set of
criteria. Priorities did differ in some cases between
different groups of actors, as one might expect.

In Cambodia, for example, political control and
ownership was unsurprisingly valued more at the
political level, while at a more technical level (and in
less sensitive sectors), policy advice was welcomed.
In all countries, non-DAC official donors were found
to score well against the criteria set out above.

This was less true of global funds in Cambodia and
Zambia, however,

5.3.1
Ownership

All three countries placed a high emphasis on
ownership, with Cambodia and Ethiopia emphasising
this issue particularly strongly. In Ethiopia, the
prioritisation of ownership is such that even grants
might not be accepted if they do not finance priorities
as stated in the national plan, or threaten conditions
or delays that are considered unacceptable.
Ethiopia’s national strategy, the GRP, was sent

to the donor community for comments only after
having been ratified by Parliament; in many other
countries, donors are deeply involved in drafting
national strategies (see OECD, 2011a). According to
Fraser and Whitfield (2008), Ethiopia is in control of
its development strategy and seeks to negotiate with
donors only at the margins. Cambodia also places
particularly strong emphasis on political leadership
and control, and the Prime Minister is reported to
have been particularly assertive in dealing with
donors.

Measured against this priority, non-DACs were found
to be popular with governments because of their
overall policy of non-interference in government
policy, and also their limited conditionality. In Ethiopia,
interview evidence suggested that non-DACs

were also valued because they did not challenge

or question the fundamentals of the government’s
economic strategy, which is quite heterodox when
compared with the usual policy prescriptions of
traditional donors. The leaders of both Cambodia
and Ethiopia have publicly praised China in particular
for its respect for national ownership. Late Ethiopian
Prime Minister Meles Zenawi said ‘it will be wrong

for people in the West to assume they can buy good
governance in Africa. Good governance can only
come from inside; it cannot be imposed from outside.
That was an illusion. What the Chinese have done is
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m Climate finance
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explode that illusion. It does not endanger the reforms
of good governance and democracy in Africa because
only those that were home-grown ever had a chance
of success’ (in Brautigam, 2009: 286).

5.3.2
Alignment

Governments also raised alignment as a key priority,
particularly sectoral alignment. In all three countries,
non-DACs were found to be better aligned with
government priorities because of their focus on
infrastructure, energy and growth-promoting sectors.
These are often underserved by traditional donors,
which focus more on the social sectors. In Cambodia,
for example, in 2006 the transportation sector was
one of the most under-funded when comparing

aid (including from non-DAC donors) against the
requirements set out in the National Strategic
Development Plan (NSDP). Aid was only $53 million
compared with an NSDP requirement of $138 million,
and China provided only $13 million of this (RGC,
2008). By 2008, aid to the transportation sector

was almost exactly equal to the NSDP requirement
($142 million versus a requirement of $138 million),
with Chinese aid having grown to $87 million, more
than 80% of the difference (RGC, 2010). Cambodia
is now in fact over-resourced in the transportation
sector in relation to the NSDP, mainly because of
China’s contribution (RCG, 2011). While we do not
have comparable data for the other two case studies,
interviews with government officials indicated a
similar picture.

5.3.3
Speed

Finally, speed emerged as a key priority in all

three countries, which is interesting given that it

is not emphasised in the Paris Declaration on Aid
Effectiveness. In Ethiopia, speed was considered of
such high priority that one interviewee gave examples
of concessional loans being rejected in favour of

less concessional financing from China because the
process was taking too long and the safeguards were
too burdensome. As with ownership and alignment,
non-DAC donors were found to score well against this
criterion in the three case study countries (see also
Sato et al., 2011 on Cambodia and Afrodad, 2011 on
Ethiopia). In Cambodia, for example, one government
interviewee noted that, by the time traditional donors
start building, China would have already completed

the project. Officials in Ethiopia also reported that
Chinese loans were disbursed more speedily and
efficiently than those from traditional donors.

5.3.4
Harmonisation

It is striking that other elements of the Paris agenda
such as harmonisation and reducing fragmentation
did not emerge as particular government priorities,
except to some extent in Zambia. Tying of aid — a
concern often raised with regards to non-DAC
assistance - did not emerge strongly from interviews
either, although it is not clear whether this is because
governments are less concerned about tying; or
because tying in non-DAC donors tends to involve
less of a cost-mark up than for DAC donors. As
discussed further below, these findings may have
implications for the future of the Paris agenda.

5.3.5
Global funds and philanthropists

In contrast with the non-DAC donors, global funds
and some philanthropists were found to score poorly
in terms of alignment in Cambodia and Zambia. In
Zambia, significant amounts of money in the health
sector are being channelled through global funds

and philanthropic organisations such as the Global
Fund, the Clinton Foundation, the GAVI Alliance and
Gates. Ministry of Health officials interviewed for the
country evaluation of the Paris Declaration reported
that these programmes were insufficiently aligned
with country systems, such as those for financial
management and procurement, and tended to distort
national ownership at sectoral level (Republic of
Zambia, 2011b). A similar story was found in the case
of the Global Fund in Cambodia. The three diseases
covered by the Global Fund do fall within the
government’s Health Policy and Strategy, so in this
sense it is aligned. However, one of the government’s
priorities within the health sector is to strengthen
health systems, with the aim of supporting treatment
of the three diseases in both the short and the longer
term. It was reported that the government and donors
in Cambodia had attempted to negotiate with the
Global Fund to allocate a proportion of funds towards
strengthening health systems, but this proposal had
not been accepted. The earlier Paris Declaration
evaluation of Cambodia also found that global
programmes in the health sector had contributed to

a growing misalignment between donor support and
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stated government priorities, including over-funding
of HIV/AIDS in relation to other government health
priorities (VBMK and RBMG, 2010).

Interestingly, while the Global Fund in Ethiopia

has a more typical institutional set-up, similar to
Cambodia (with a separate Country Coordinating
Mechanism, CCM, not linked to the sectoral working
groups), this was not raised as a particular concern
by in-country stakeholders, including government.
This may be because the Ethiopian health minister is
very influential and was formerly a vice-chair of the
Global Fund, able to shape Global Fund investments
to be more in line with health systems. It may also
be because of Ethiopia’s relative success in bidding
for Global Fund financing and showing results from
Global Fund spending.

5.4

Different approaches to
the division of labour
between traditional and
non-traditional providers

Interview evidence in Ethiopia and Cambodia
suggested that both countries are taking a strategic
approach to managing funds from traditional and non-
traditional providers. In both cases, it also appeared
that governments were using the existence of NTPs
to increase their negotiating capital in relation to
traditional donors, and there was some evidence to
suggest they were able to secure better outcomes

in relation to their priorities. This factor was less in
evidence in Zambia, perhaps given the slightly lower
share of NTPs to total external resources there.

5.4.1
Ethiopia

Ethiopia, perhaps because of its large size, its
geostrategic position in the Horn of Africa, its
relatively effective public administration and its
strong progress on poverty reduction, was found to
exercise the highest level of negotiating capital with
regard to both traditional and non-traditional providers
and to have had the most success in securing its
objectives (see Furtado and Smith, 2009, on this
point in relation to traditional donors). Interviews
with both government and donors indicated that the
government had formed an implicit division of labour

between donors as a starting point. Traditional DAC
donors are channelled mainly into the social sectors
(with the exception of the World Bank and the ADB)
and non-DAC donors into infrastructure, particularly
road construction. They also have a division of
labour between different areas of government, with
the government having agreed with Korea for it to
operate at regional level, based on Korea’s usual
modus operandi, whereas other donors focus on the
federal level. Donors interviewed reported that, in
their view, the government treats different donors in
different ways and adapts its language and strategy
accordingly.

Ethiopia also has a largely implicit or informal (though
largely shared within government) set of preferences
in terms of aid modalities and concessionality, which
it uses to rank donors. As noted above, the strong
negotiating position it has as a result of its context
enables it to take this approach. Government appears
to prefer concessional budget support financing, then
projects. As noted above, if traditional donors impose
safeguards that slow down the process, it moves

on to less traditional donors that offer lower rates

of concessionality. If other options are exhausted,

the government seeks to tap domestic resources

and diaspora bonds. Some interviewees also felt

that the emergence of NTPs had further increased
the government’s negotiating power in relation to
traditional donors, enabling it to implement more
heterodox policies than would usually be negotiated
under traditional policy conditionality from the IMF
and the World Bank.

5.4.2
Cambodia

Cambodia’s more challenging governance context
and fragmented institutional set-up means it takes a
less coherent strategic approach to negotiating with
traditional and non-traditional providers. However,

it was also evident that the government was using
NTPs (in particular China) to bolster negotiating
power in relation to its more challenging relationship
with traditional donors. In a study on emerging donors
from a recipient perspective in Cambodia, Sato et

al. (2011) note that ‘the Cambodian government
accepts aid from emerging donors despite associated
transaction costs not as a passive willingness to
“accept whatever aid is offered” but rather as part

of a carefully considered strategy that views the

new donors as providing alternatives important to

the country’s balanced development. At the root of
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this strategy lies also a deep dissatisfaction with
traditional donors’ (2011).

Interviews with both donors and the government in
country, and earlier studies (e.g. Chea et al., 2008),
suggest the government is becoming more assertive
in dealing with traditional donors and thus better
able to meet its objective of greater ownership,
particularly at the political level. One example of such
assertiveness relates to reports by an official that
the government intends to phase out infrastructure
lending from the World Bank as a result of frustration
with the Bank’s 2011 decision to suspend lending

to Cambodia following disputes over land evictions
around Boeung Kak Lake (McCartan, 2011). A
second example is the decision of the government
to cancel the biannual Cambodia Development
Cooperation Forum, which reviews progress against
conditionalities, among other objectives, which

some interviewees attributed to disputes with the
World Bank. Interviews with both donors and NGOs
revealed that weak implementation of conditionalities
were not leading to a reduction in aid flows. One
anecdotal example raised was that the government
missed the Joint Monitoring Indicator on creating an
anti-corruption entity, but then said they would retain
it as a condition but not commit to meeting it. It is
not clear, however, how much this has changed from
previous years, in which contributions from China
were at much lower levels.

5.4.3
Zambia

There was less evidence in Zambia that the
government was taking a strategic approach to
managing its traditional donors and NTPs. As we
discuss further in the next section, Zambia is not
making attempts to separate traditional donors and
NTPs, and we found little evidence of the government
using the emergence of NTPs to bolster negotiating
power. This may have several contextual reasons.
First, the volume of flows from NTPs was found to
be slightly smaller in relation to that from traditional
donors in Zambia than in the other two countries.®
For example, disbursements from China are at only
2.7% of total disbursements (Republic of Zambia,
2010); in Cambodia they stand at 13% (RGC, 2011.)
Second, as shown in Section 4, Zambia is now less
aid dependent (and more market oriented) overall
than the other two countries, making negotiating
with any kind of development assistance provider
(as opposed to private provider) less of a priority

for the government. The country also has less of a
background in operating strategically in relation to
donors, with donors having taken a more intrusive
approach in the past, undermining the government’s
negotiating power (Chisala, 2006). Finally, the
government in Zambia is also newer than those in
Ethiopia and Cambodia. Michael Sata’s Patriotic
Front has been in power only since September 2011,
whereas Ethiopia’s Meles Zenawi led the country
from 1991 to 2012 and Cambodia’s Prime Minister
Hun Sen has been in a leadership role in the country
since 1985.

5.5

Ethiopia and Cambodia
show limited interest in
including NTPs in aid
coordination mechanisms

As we saw in Section 4, all three case study countries
have set up mechanisms to coordinate traditional
donors, including high-level donor-government
negotiating fora, sectoral working groups and, in
some cases, donor-only groups. Section 3 also
identified the importance of identifying the arenas in
which negotiations take place. While in all countries
formal aid negotiations take place outside the aid
coordination mechanisms, it is interesting to focus on
such mechanisms as, at least on paper, they provide
key fora to discuss policy strategies, new project
proposals, conditionalities and to dialogue on policy,
setting the broad parameters for donor-government
discussions (Furtado and Smith, 2009).

In Cambodia and Ethiopia, NTPs either participate
in aid coordination mechanisms at junior levels,
sporadically or only in ‘listening mode’, or not at all.
More strikingly, in neither country did government
express a strong interest in including NTPs in these
mechanisms, and those NTPs interviewed could

not see a strong reason for participating either. In
Cambodia, while the most recent Development
Effectiveness Report and the overarching
Rectangular Strategy both express the need to
include NTPs in aid coordination fora, no government
official could see any advantage in doing so when
interviewed. When probed, it appeared that the
pressure to include NTPs in such mechanisms was
coming largely from the traditional donor community.
Government officials themselves indicated that
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China responded directly to government requests

and therefore did not need to engage in policy
dialogue and coordination. A similar story was found
in Ethiopia. NTPs do not engage actively in either the
donor-only Development Assistance Group (DAG)

or the government-donor sectoral working groups,
although some do so in more passive ways. The main
pressure for including NTPs in these groups again
appeared from interviews to be coming from donors,
with the government showing very limited interest.

A different story was found in Zambia. China,

India, Brazil and South Africa were all found to be
participating in donor coordination mechanisms

and some sectoral advisory groups, although with
different levels of frequency and activity. The interest
in this engagement seems to be coming from all
parties involved. Interviewees reported that the

main reasons for this included efforts by traditional
donors to engage with these actors and their
openness to dialogue and learning from the BRICS
in particular; efforts by government to encourage
this participation; and openness among staff from
the embassies of non-DAC donors themselves. The
Chinese ambassador in particular was reported to be
open and willing to learn from other partners and to
share information. Interestingly, however, Zambia is
developing a new Mutual Accountability Framework,
which will guide efforts on aid effectiveness, and is
proposing to discuss this framework with different
groups of actors separately.

In the case of Cambodia and Ethiopia, the lack

of interest in including NTPs in aid coordination
mechanisms may owe to several factors. First, lack
of conditionality and the focus on non-interference
among non-DAC donors would tend to reduce interest
in participation on both the government and the

NTP sides. NTPs see no reason to engage in policy
dialogue that they do not support; government sees
less need to use aid coordination mechanisms to
coordinate conditionality. This view is supported by
the fact that one of the main functions of the technical
working groups in Cambodia was found to be policy
dialogue and monitoring of Joint Monitoring Indicators
(akin to conditions) (RGC, 2010).

Second, this may indicate that government does not
take the aid coordination mechanisms themselves
very seriously. This would make it less of a concern
for governments if NTPs fail to engage. This
possibility is suggested by the varied quality of

the donor-government sectoral working groups, in
particular, in both countries, with some ineffective

or not operational (Chea et al., 2008; Furtado and
Smith, 2009).

As indicated above, governments tend to take a
strategic approach to negotiating with donors and
NTPs, and as such may prefer to keep the two groups
separate in order to maximise their negotiating power
(Grimm et al., 2010). Certainly, this suggestion is
consistent with the strategic approach identified in
the two countries. Cambodia’s Prime Minister Hun
Sen has reportedly expressed scepticism about the
harmonisation agenda; Ethiopia has also paid less
attention to harmonisation in recent years. This may
suggest that the two governments prefer to keep
providers, and groups of providers, separate in order
to maximise negotiating power. Governments may
feel they do not wish to expose providers such as
China to scrutiny or criticism from traditional donors
as a result of their aid practices, for which it may
appear to lose face. There may also be on a practical
level resistance from NTPs to being involved in aid
coordination mechanisms owing to low levels of in-
country staffing and hence limited time to engage.

5.6

Philanthropic and
social-impact investment
flows are small

In contrast with some of the global literature on
philanthropy (Kharas, 2007), in all three case studies
we found that the volumes of both philanthropic and
‘social impact investment’ flows were small and were
not having a significant impact on the aid landscape.
The embryonic nature of both sets of flows means
governments are not in general articulating clear
priorities and do not appear to be making deliberate
efforts to negotiate with providers. This may also be
partly because the majority of these flows tend to
bypass governments and be channelled directly to
NGOs or private sector organisations.

In Zambia, US foundations (which are by far the
largest source of philanthropic flows) provided an
average of less than $1 million per year over the
period 2003-2011 (Foundation Center website). This
compares with CPA of close to $1 billion per year over
the same period, indicating that philanthropy stood at
only a tiny fraction of CPA flows. Similarly, Cambodia
saw an average of only $1.7 million per year from

the same group of foundations, compared with
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disbursements from traditional development partners
of $300-600 million per year (see Annex 5). Note

that these figures include only those philanthropic
flows channelled directly to the country or region, and
exclude those channelled via international NGOs and
global funds, meaning they probably underestimate
actual volumes received at the country level. From
the government perspective, however, what is most
important is the final provider of the funds, not the
ultimate source.

Interviewees receiving philanthropic funding

in Cambodia could also not identify particular
differences between this source of funding and that
from traditional multilateral and bilateral donors.
Some interviewees suggested that philanthropists
tended to provide small amounts of funding, with a
heavy burden of reporting requirements, but in this
respect they were not seen to differ substantially from
traditional donors.

Philanthropic organisations were not found to be
formally involved in aid coordination mechanisms in
country. This is often because they have no presence
at country level, although this is starting to change

- the Gates Foundation, for example, has set up a
country office in Ethiopia.

Social impact investment was poorly understood in
all three case study countries. Interviewees were
often not familiar with the term and found it difficult
to distinguish from corporate social responsibility
(CSR). Most interviewees across government, NGOs
and donors in Cambodia were unaware of any social
impact investment in the country, and government
officials felt that the policy recommendations for
managing social impact investment flows would be
more similar to those involved in managing private
flows rather than ODA. CSR was much better known,
however, across all three countries.

5.7

The abhility to attract
climate finance depends
on the country's strategy

The three countries vary significantly in their ability
to mobilise and manage climate finance, and this
appears to be heavily dependent on the state of
development of national strategies in this area.

In relation to the stylised negotiating framework

presented in Section 3 above, the countries vary even
in their ability to set priorities and strategies, and,

as we might expect, this is having an impact on the
outcomes they are currently able to secure.

5.7.1
Zambia

At one end of the spectrum, in Zambia, climate
finance is a relatively new phenomenon. Although
the MoFNP has established a dedicated unit with
three people, interviews suggested that the country
still lacks a coherent overarching strategy and a
general understanding of climate change issues,
although it was reported that the government

was in the process of developing an integrated
development finance strategy regarding climate
change. The embryonic stage of this issue means it
was challenging in the case study research to identify
government priorities in managing climate finance
with any degree of accuracy. Some interviewees
noted that climate finance faced similar challenges
to ODA management, with each fund having its own
peculiarities. Pledges to date have totalled more
than $20 million (Climate Funds Update), and the
government is expecting additional funding from the
Least Developed Countries Fund and the Special
Climate Change Fund, having performed well on
biodiversity, climate change and prevention of land
degradation.

5.7.2
Cambodia

Cambodia has a clearer set of climate finance
priorities than Zambia. At the national level, priorities
were stated to be similar to those in managing

other development assistance flows, in particular
mobilisation of additional resources and alignment,
use of local organisations for implementation and
avoiding the use of parallel systems. As Cambodia is
a least-developed country, interviewees reported that
the international negotiating priorities of that group
were also important, particularly ensuring that funds
are new and additional, provided on a direct access
basis (akin to budget support) and in the form of
grants rather than loans. However, it was found that,
as the country does not yet have a climate change
strategic plan, it has not yet been fully successful

in achieving these objectives. Cambodia faces
challenges in accessing global climate change funds
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owing to complex rules and procedures, co-financing
requirements and other factors (UNDP, 2010.)
Alignment was also found to be challenging, given the
lack of a plan with which donors could align. However,
the Ministry of Environment is planning to develop a
climate change strategic plan, which should help the
government be more successful in negotiating with
donors to secure its objectives.

5.7.3
Ethiopia

At the other end of the spectrum, Ethiopia was found
to have a much clearer strategic plan and, as a
result, to have been much more successful in framing
its objectives with regard to climate finance. The
government has both put climate change at the heart
of its national plan and developed a specific climate
change strategy (the Climate Resilience Green
Economy Strategy). The latter has very ambitious
targets of mobilising a total of $150 billion in climate
finance over the next 20 years, eventually reaching a
peak of $20 billion per year. The government plans to
raise these funds by mainstreaming green economy
initiatives into existing development programmes,
and accessing international climate finance. In order
to meet the latter objective, Ethiopia has developed

a Climate Finance Facility, launched in September
2012. The aim is to create a channelling mechanism
through the MoFED to control and integrate

climate finance flows to Ethiopia in order to support
implementation of the Climate Resilient Strategy.

It will be similar to budget support in that it will be
channelled through the federal Treasury and use
national accounting and reporting systems, although
UNDP will manage the funds through the transition
process. Ethiopia is also making progress in securing
volumes of climate finance, being the second largest
recipient in Sub-Saharan Africa after Kenya (Climate
Funds Update, 2012). While amounts committed to
date are small ($107 million according to the Climate
Funds Update), and it is still far from clear whether
the country will mobilise funds on the scale it desires,
Ethiopia appears to have made the greatest progress
towards this end.

For the country analysis, we include only lower-bound estimates.
This is for two reasons: 1) to keep the analysis simple and to avoid
confusion; and 2) as all countries are LICs or recent MICs, OOFs
(which constitute the difference between the lower and upper bound)
are very small in volume, making the difference between lower and
upper bounds insignificant. Future case studies looking at other
MICs may want to include OOFs.

Note that — as with the global estimates — we are considering
current values, which is likely to exaggerate the trends.

However, figures on philanthropic assistance from US-based
organisations overestimate actual flows to the country, as they
include some regional programmes.

It would be interesting to explore whether the dynamics of aid
negotiations are different in more highly indebted countries. This
could be a criteria for case study selection in future iterations of this
work.

The Aid and Policy Strategy was written in 2005 but approved in
2007.

And also more heavily weighted to the global funds, which may have
less of an impact on perceived negotiating power than non-DAC
donors.
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Conclusions
and policy
recommendations
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As noted in the introduction, this study had three
aims: 1) to present a provisional taxonomy of

the new complex aid landscape, including flows

of non-traditional development assistance; 2) to
present a first-cut estimate of the volume and
composition of development assistance flows
within this new landscape; and 3) to explore the
implications of the new complexity for partner
country governments. Drawing on three country
case studies, it has provided an overview of trends
in different kinds of assistance at country level;

a review of the economic, political, governance
and aid effectiveness context informing the aid
negotiation process; an exploration of government
priorities when it comes to the purpose and ‘terms
and conditions’ of assistance; an exploration of
the arenas in which countries seek to engage with
different providers of development assistance; and
an assessment of whether countries are meeting
their objectives when it comes to negotiating with
traditional and non-traditional providers.

Given the limited sample size for the case
studies, and the fact that findings tended to differ
between Ethiopia/Cambodia on the one hand
and Zambia on the other, the conclusions and
policy recommendations presented here should
be treated with some caution. Further case
studies would help confirm the replicability of the
findings across a wider group of countries, and
explore trends across regions, fragility and income
classifications and levels of natural resource
endowment. We should also re-emphasise that
this study focuses particularly on partner country
governments; CSOs and citizens may have a
different set of views and priorities.

Despite these caveats, we can reach some
conclusions on the key questions addressed.
Here, we present the key findings in response
to each of the guiding questions.” We then
move to summarise the policy recommendations
for governments, traditional donors and the
international aid effectiveness community that
emerged from the case studies.

6.1
Key findings on
government priorities

6.1.1
Volume of flows from traditional
and non-traditional providers

Development assistance flows grew substantially
between 2000 and 2009, and their composition has
shifted heavily towards what we call ‘non-traditional’
sources of development assistance.

e Our ‘lower-bound’ estimate (i.e. excluding OOFs)
suggests total development assistance grew from
$64.8 billion to $173.3 billion between 2000 and
2009. In 2000, the non-traditional component of
these flows was only $5.3 billion, or 8.1% of total
development assistance. By 2009, non-traditional
flows had increased tenfold to $53.3bn, making up
30.7% of total development assistance flows.

e Our ‘upper-bound’ estimate (including OOFs)
suggests total development assistance grew from
$77 .1 billion to $213.5 billion between 2000 and
2009. In 2000, NTDA was $17.6 billion; by 2009,
it had grown to $93.5 billion,? a fivefold increase.
NTDA by this expanded definition rose from 22.8%
of total development assistance in 2000 to 43.8%
in 2009.

While these flows are distributed very unevenly
across countries, they are growing fast in all the
countries reviewed. In volume terms, non-DACs
account for the bulk of non-traditional development
assistance in Cambodia and Ethiopia; while global
funds are very important in Zambia. Philanthropy and
social impact investment are extremely small in all
three countries.

6.1.2
Government priorities

Additional finance

The study found that countries in general appear to
be welcoming the additional volume of finance and
the choice that NTPs bring. Cambodia and Ethiopia
were both found to be strategic about how they
managed the new flows, and all countries expressed
more positive than negative elements when
discussing the new trends.
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Ownership and alignment

Consistent with the Paris agenda, ownership and
alignment emerged as key priorities in relation to the
‘terms and conditions’ of development assistance.
Non-DAC donors in particular were found to score
well against these criteria. However, harmonisation
and reducing fragmentation were not expressed as
particular priorities. Governments appeared to reject
the common (mis)interpretation of the Paris agenda
on harmonisation as requiring all donors to negotiate
with the government as a block. On the contrary,
governments appeared more comfortable dealing
with different groups of providers in different fora,
perhaps to increase their negotiating power. Contrary
to expectations, countries did not appear to struggle
with growing fragmentation as a result of the growth
of NTDA, seeming instead to welcome the additional
choice.

Speed

One priority that emerged from the studies, which is
not covered in the Paris agenda, was that of speed;
again, non-DAC donors were praised for the speed
of their operations. For traditional donors, improving
the speed of disbursement procedures may help
them become more attractive to recipients in a more
competitive aid landscape.

Debt

In all countries, the low assessed risk of debt distress
meant governments were comfortable taking on

new borrowing. However, over time, governments
will need to ensure they maintain debt sustainability,
particularly when taking on less concessional flows.

6.1.3
Negotiation arenas

The study found that, in two of the case study
countries (Cambodia and Ethiopia), there was

little government interest in involving NTPs in aid
coordination mechanisms. These governments
appeared more comfortable negotiating with different
providers in different fora. A different finding emerged
from Zambia, however.

6.1.4 Ability of developing country
governments to negotiate with
traditional and non-traditional
providers

Overall, the case studies suggest that the emergence

of NTPs is strengthening the negotiating power of
governments, and may make it more difficult for
traditional donors to influence policy. Cambodia and
Ethiopia already appear to be using the existence

of NTPs in this way. These new developments may
therefore increase country ownership, understood

as government choice over policies. They may,
however, make it more difficult for traditional donors
to raise concerns around corruption, human rights,
poverty reduction or other issues. Greater ownership
emerging in this way may also not necessarily lead
to better results, especially in weaker governance
environments. While all countries still saw mobilising
resources as a key priority, and so were unwilling to
turn down funding offers, donors may in the long run
find that support considered too slow, burdensome or
conditional is rejected in favour of support from NTPs.

However, the ability of countries to benefit from
NTPs depends heavily on their ability to strategically
manage those flows, and also on their economic
and political context. Within our three case studies,
Ethiopia is the best example of a country with a clear
set of priorities when it comes to managing such
flows, including climate finance. Ethiopia is also
favoured, however, by its geostrategic importance,

a large domestic market and the strong leadership
of the former prime minister. Not all countries will

be able to replicate such a position. Countries will
need to build up their capacity to attract, monitor and
effectively utilise traditional and non-traditional flows.

6.2
Policy recommendations

6.2.1
Recommendations for developing
country governments

1 Be clear on priorities regarding the purpose,
volume and terms and conditions of different kinds
of assistance, and ensure these fit within overall
national development strategies.

2 Take an active approach to negotiating with all
kinds of assistance providers and be strategic in
how relationships with providers are managed.
Recognising the distinctive characteristics
of providers will help in securing successful
negotiations.

3 Recognise that national economic, governance
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and aid management contexts will determine
negotiating capital when dealing with both
traditional and non-traditional providers. Some of
these (e.g. geostrategic importance) are outside
of country control, but others (e.g. macroeconomic
management) may be more amenable to influence
by government.

4 Ensure new loans taken on from both traditional
and non-traditional providers meet with national
policies on debt sustainability, including
concessionality thresholds.

5 It may not be necessary or advantageous to
negotiate with all providers together, through
joint aid coordination mechanisms. Separate
negotiations may be more constructive in securing
government objectives.

6 Explore opportunities to exploit new sources
of development assistance, including the
non-traditional. These flows are potentially
significant at global level and can provide strong
complementary funding to traditional development
assistance, particularly as countries graduate to
middle-income status.

7 Strengthen information collection on flows of
development assistance from both traditional
and non-traditional providers. There are good
examples of countries collecting data from a wide
range of providers, which others may wish to
emulate.

6.2.2
Recommendations for traditional
donors

1 Recognise that, in the ‘age of choice’, countries

are likely to have more options when it comes

to sources of development assistance. Ensuring
assistance supports country ownership and is
well aligned will be critical in ensuring traditional
assistance is still in demand. Donors may also
need to be clearer on their own ‘niche’ in relation
to competition from other kinds of providers.

2 Direct donor conditionality is less likely to be
effective in an age of choice. While recognising
that traditional donors may have legitimate
interests in dialoguing with countries around policy
and governance issues, this may need to be done
in different ways.

The current focus on results in many traditional
donors may be more challenging to achieve in an
age of choice, particularly in weaker governance
environments. Donors are likely to have less direct
influence over governments, and it may be more
difficult to clearly identify and attribute results.

Recognise that governments may want to deal
with different providers in different fora. Do not

try to push governments into ‘one-size-fits-all’
coordination fora, unless there is a strong demand
from government.

Improve the speed of disbursement, which has
emerged as a key government priority.

6.2.3

Recommendations for the
international aid effectiveness
community

1

Recognise that country priorities on aid
effectiveness may not be fully in line with those
currently articulated in the Paris Declaration

on Aid Effectiveness. Speed is an important
missing element from the Paris Declaration, while
concerns on harmonisation and fragmentation
appear to be overstated. Ensure that future aid
effectiveness agreements better reflect country-
level priorities; in particular, some countries may
wish to negotiate with different groups of providers
separately.

Recognise that different providers have distinctive
models of providing development assistance,
which can each bring particular benefits and
insights. A process of mutual learning between
these approaches may be more constructive then
attempts to agree a ‘one-size-fits-all' approach to
aid effectiveness.

Work with traditional and non-traditional providers
to improve the availability, quality, consistency
and level of detail of information on flows of
development assistance, to promote better
monitoring of flows at both global and national

We do not present findings on context here as this is more
background information than a new finding.

Note that OOF figures are a three-year moving average of 2002-
2004 for 2000, the closest available, and 2008-2010 for 2009, to
smooth out potential fluctuations from the financial crisis.
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Annex 1: Cambodia

1
Introduction

Cambodia was selected for this study because it is

a fragile, low-income country (LIC) with a share of
development assistance to GNI that was close to the
LIC average in 2009 (8.6%). Case study research was
conducted over a two-week period in June 2012, in
collaboration with the Council for the Development of
Cambodia (CDC). This Annex provides a summary

of the case study findings, the full case study can

be found at www.odi.org.uk/sites/odi.org.uk/files/odi-
assets/publications-opinion-files/8186.pdf

2
Economic and governance context
in Cambodia

The contextual information reviewed for the study
suggested that the following factors may shape both
Cambodia’s behaviour and its negotiating ability when
it comes to dealing with traditional donors and NTPs:

Cambodia has a favourable economic climate
Cambodia’s favourable economic climate makes it a
potentially popular destination for traditional donors
and NTPs seeking new market opportunities. At the
same time, its high growth, potential for oil revenue
and low debt ratio mean it is likely to become less
dependent on aid flows and to have greater access to
private capital markets in future. This factor is likely
to increase Cambodia’s negotiating power with both
traditional donors and NTPs.

Cambodia has a particularly close relationship
with China

Cambodia’s close relationship with China has made it
a favourable destination for Chinese support and, in
future dealings, may increase its bargaining power in
relation to China. Cambodia’s more difficult historical
relationship with Western donors, in particular the
US; its lack of geopolitical importance for Western
countries; and the growing openness of Myanmar
may leave Cambodia less popular with traditional
donors operating in the region.

Cambodia has a challenging governance
environment

The challenges of Cambodia’s governance
environment has been indicated by its performance
on many of the standard governance assessments.
The proliferation of actors and roles in aid and
budget management suggest that Cambodia may be
less likely than other countries to take a centralised
approach to aid management. Traditional donors and
NTPs are more likely to be subjected to competition
and poor coordination within the government. This,
combined with other governance challenges, would
tend to reduce negotiating capital in relation to both
traditional donors and NTPs.

Cambodia has made good progress in improving
aid effectiveness

While Cambodia has made good progress in
improving aid effectiveness, there is scope to further
accelerate this progress. A particular challenge is to
improve trust between donors and government. We
expect this lack of trust would make Cambodia more
likely than other countries to be attracted to NTPs.

3

Traditional and Non-Traditional
Development Assistance in
Cambodia

In this section, we estimate trends in the volume and
composition of development assistance to Cambodia,
reviewing the breakdown between traditional
development assistance (TDA) and non-traditional
development assistance (NTDA) sources. We focus
on the largest sources of NTDA, namely the flows from
non-DAC donors and Korea; philanthropy; climate
finance; and global funds.

Table 1A show that Cambodia is receiving a significant
volume of NTDA, and non-traditional flows increased
absolutely and proportionately over the period 2002-
2009. In 2009, NTDA was estimated at $191.5 million,
or around 23.5% of total development assistance. This
was a remarkable increase from $34.1 million in 2002,
or 10.7% of total development assistance.
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Table 1A Estimates of TDA and NTDA, 2002-2009 ($ millions)

2002 2003 2004 2005 2006 2007 2008 2009

Non-DAC donors 32.71 28.63 56.84 66.88 81.23 127.13 137.91  138.06

Non-DAC donors reporting to

DAC

Korea 22.50 10.30 2410 14.90 13.30 31.30 33.00 15.80
Hungary 0.00 0.00 0.08 0.11 0.07 0.00 0.08 0.00
India 0.00 0.00 0.00 3.56 0.00 0.00 7.78 0.56
ISDB 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Kuwait 0.00 0.00 0.00 0.00 0.00 0.00 1.66 0.00
OFID 4.51 12.73  0.00 1.70 14.38  0.00 0.00 7.00
Slovak Republic 0.00 0.00 0.16 0.00 0.29 0.00 0.00 0.00
Thailand 0.00 0.00 0.00 0.00 0.00 3.43 0.00 0.00
China 5.70 5.60 32.50  46.60 53.20  92.40 9540  114.70
Climate finance 0.20 0.00 0.00 0.00 0.00 4.89 0.00
Philanthropy 0.95 0.95 210 0.78 243 0.73 215
Vertical funds 1.37 1.62 1.77 20.81 23.06 2419 39.53  51.25
GAVI 1.37 1.62 1.77 2.01 1.16 3.09 0.93 4.75
GFATM 18.80  21.90  21.10 38.60  46.50
Total NTDA 34.08 3140 59.56  89.79 105.07 153.76  183.07 191.46

ODA (bilateral + multilateral) 305.39 403.09 348.94 420.30 54529 580.07  597.53 639.42

Korea assistance 20.68 - .- - 13.83 35.28 34.66 17.05
Equity 0.00 0.00 0.00 0.00 0.00 0.93 8.33 -1.37
Total TDA 284.70 403.09 348.94 420.30 531.46 543.85 554.54 623.74

Memorandum item

Other official flows . - 8.49 10.00 1.30 2.90 11.45 14.10
share
TDA 89.3 92.8 85.4 82.4 83.5 78.0 75.2 76.5

NTDA 10.7 7.2 14.6 17.6 16.5 22.0 24.8 23.5
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Table 1A and Figure 2 (on page 22 of main report)
also show that this increase is overwhelmingly owed
to the increase in Chinese support, which grew from
under $6 million in 2002 to $114 million seven years
later. The other main NTP is South Korea, which
accounted for $15.8 million in 2009. Vertical funds
account for a large part of the remainder of 2009
NTDA, with the Global Fund for AIDS, Tuberculosis
and Malaria disbursing $47 million in 2009 and GAVI
$4.8 million.!

Other forms of NTDA are at very low levels. Climate
finance flows, as reported to the Climate Finance

Update (CFU) website, amounted to only $5 million
for the entire period.? Philanthropic flows measured

around $10 million from 2002-2009, although only US

foundations are included. Cambodia likely received
support from the Bill and Melinda Gates Foundation

through the Global Fund and GAVI, but accurate data

are not available. We do not have exact figures on

new private sector sources and use of flows, including
social impact investment. Further details are provided

in the relevant sections of the case study report.

4
Case study findings

The Cambodia case study sought to map the flows
of TDA and NTDA into Cambodia; understand RGC
priorities with respect to their volume, purpose and
terms and conditions; and develop a preliminary
understanding on how successful the government
has been in achieving its objectives. The following
conclusions emerged:

1 Cambodia is receiving a growing amount of
development assistance from ‘non-traditional’
sources, notably China, South Korea and the
GFATM. Funds from philanthropic organisations
and social impact investment are still very small.

2 The GRC’s main priority is to secure maximum
resources with minimal political conditionality
and maximum alignment with Cambodian policy
priorities. The more technical elements of the

Paris Declaration agenda, including fragmentation

and coordination, did not emerge as important
factors.

3 The GRC is supportive of additional financing,
particularly from China. China’s support is
valued because it is fast, unconditional and more
flexible in its rates of return. It is also aligned
with the RGC’s policy goals, which prioritise

economic growth and large-scale infrastructural
projects. Concerns over poor coordination

and fragmentation resulting from the entry of
new donors are not of particular importance in
Cambodia because such issues are afforded

a lower priority than ownership and policy
alignment.

The availability of funds from China added to
Cambodia’s high growth rate and potential for

oil revenues, may have increased the RGC’s
confidence in negotiations with traditional donors.
Some interviewees perceived a reduced success
in implementing conditionalities, and there

is evidence that Cambodia is more willing to
challenge its traditional donor partners (Sato et
al., 2011; Chea et al., 2008).

The RGC shows limited interest in involving
China in its official aid coordination structure,
and research suggests that policy commitments
in this direction are driven more by donors than
government. This is partly because China does
not engage in policy dialogue or set conditions
for its support. However, it also calls into question
the extent of RGC support to these mechanisms.
Pressure to include non-DAC donors in aid
coordination structures appears to come mainly
from traditional donors.

Philanthropy and social impact investment

are at an embryonic stage, and the volume is
small. Interviewees do not see philanthropy as
substantially different from other funding sources.
Stakeholders feel that policy recommendations
for social impact investment would be similar to
those involved in purely private flows, at least until
volumes increase.

Climate finance has also proved challenging

to access, and the RGC is not yet meeting its
objectives either of securing new funding or
ensuring it is aligned with policy. This may be
because the RGC has not yet drawn up a strategic
plan for climate change

Note that our source for GAVI figures, as in the other two case
studies, is the GAVI website. There is a discrepancy between GAVI
website figures and RGC (2011a), which shows GAVI disbursing
only $1.7 million in 2009. We are not able to identify the source of
the discrepancy, which does not have any great impact on overall
figures.

There is a substantial discrepancy between CFU figures, which

are used for this study and the other two case studies to ensure
comparability of data, and the climate finance figures reported in the
CDC database. Further work is needed to understand the source of
this discrepancy.
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Annex 2: Ethiopia

1
Introduction

Ethiopia was selected for this study because it is

a stable low-income country (LIC) with a ratio of
development assistance to GNI that is close to the
LIC average (12.4%). Case study research was
carried out over a two week period in June-July 2013.
This Annex provides a summary of the case study
findings, the full case study report can be found at
http://www.odi.org.uk/sites/odi.org.uk/files/odi-assets/
publications-opinion-files/8189.pdf

2
Economic and governance context
in Ethiopia

The contextual information reviewed for the study
suggested that the following contextual factors may
shape both Ethiopia’s behaviour and its negotiating
ability when it comes to dealing with traditional donors
and NTPs:

The Ethiopian economy has expanded at a
remarkable rate,

The Ethiopian economy has averaged over 10%
growth per annum between 2005 and 2010. Ethiopia
is likely to remain among the fastest-growing non-oil
producers in Africa. Growth has not only been fast but
also relatively broad based. Debt is also sustainable.

Ethiopia’s economic policy is based on a belief in
a ‘developmental state’

Ethiopia’s economic policy is based on a belief

in a ‘developmental state’ as a locomotive for
development, shifting from a communist regime to
an economic model where the public sector has

a leading role in driving economic development,
especially through infrastructure. The direction of
the economy is based on similar strategies pursued
historically by China and South Korea.

Ethiopia has been a very strong performer when
it comes to improving human development

outcomes.

Over the past decade, the country has been one

of the fastest improvers on the UN Development
Programme (UNDP) Human Development Index
(HDI.) The country also has a reputation for low
tolerance of corruption at the apex of government,
although published governance indices tend to show
a rather different picture.

Ethiopia tends to exercise strong ownership and
control over policy making

The country’s strong ownership and control of

policy is partly influenced partly by its history of
independence and the absence of colonial rule,

and the strong leadership exercised by the late
Meles Zenawi. Since 1991, the country has been
dominated by a single party, with a political system
chacterised by a low degree of negotiation and policy
accommodation (Furtado and Smith, 2009).

Ethiopia is now geopolitically important in
relation to DAC and non-DAC donors.

The country has a strategic geographical location in
the Horn of Africa, with a secular government and a
mixed Christian/Muslim population. It is seen as a
pillar or relative stability in an otherwise stable part of
the world. This, combined with its relative proximity
to the Middle East, makes it an important strategic
ally for several western capitals (Furtado and Smith,
2009).

In summary, a number of contextual factors suggest
that Ethiopia is likely to be a in strong position to
negotiate with both traditional and non-traditional
providers of development assistance. The facts
appear to bear this out: Ethiopia is seen as a key
partner by donors, and is the top aid recipient in Sub-
Saharan Africa.

3

Traditional and non-traditional
development assistance in
Ethiopia
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Ethiopia has received significant flows from
non-traditional providers over the past decade.
Considering only lower-bound definitions the share
of NTDA to total development assistance in 2009
reached 9.1% in Ethiopia (compared to 23.5% in
Cambodia and 7.1% in Zambia). Non-traditional flows
to Ethiopia also expanded significantly in nominal
terms’ between 2002 and 2009 from $82.7 billion

to $381.6 billion, a 4.6-fold increase. Particularly in
the case of climate finance — for which we consider
disbursements only — our figures for NTDA are most
likely underestimated in Ethiopia. Commitments

for climate finance have been rising rapidly and
disbursements have probably gone up since 2009.2

Figure 5 on page 42,43 of the main report separates
non-traditional flows — at least in their lower-bound
estimates — considering average figures for the period
2007-2009. The largest share of NTDA is represented
by assistance from vertical health funds (49%):
external assistance from non-DAC donors (including
Korea) is nearly as much (48%). The share of climate
finance is small only because a limited volume of
pledges materialised over the period 2007-2009;

the share of philanthropic assistance is very small

as well (3% in Ethiopia compared to 1% in both
Cambodia and Zambia)

Trends in the individual components of NTDA are as
follows:

Vertical health funds

Ethiopia is a ‘darling’ of the Global Fund. Since
2003, Ethiopia has always been included among
recipient countries*. Up to 2012, just under $1.4
billion had been disbursed to fight all three diseases
in Ethiopia ($900 million to HIV/AIDS; $122 million to
tuberculosis, $347 million to malaria) (Global Fund
website, accessed 2012). Between 2002 and 2012,
GAVI disbursed $375 million to Ethiopia, with a total
commitment of $685 million.

Major official concessional assistance from NTPs.
Korea: according to OECD-DAC figures (OECD Stat.
website, accessed 2012), Korea has expanded its
real-term ODA to Ethiopia by more than 10 times in
10 years, from $0.6 million in 2000 to $10.2 million in
2010.

China

Information on Chinese development assistance

to Ethiopia (in financial terms) is not available on a
systematic annual basis. However, notwithstanding
the negligible size of official aid, the importance

of China as a development financier is a recent

and emerging phenomenon, with finance on non-
concessional terms used mainly to fund infrastructure
projects such as roads, dams and communication
(Geda and Tafere, 2011). Even though it is difficult to
track, China has also provided in-kind assistance in
the health, vocational training and agriculture sectors.
Most of this assistance has followed Chinese FDI
penetration and the expansion of corporate social
responsibility activities among Chinese companies.
However, such projects are rather small and isolated.

Climate finance

Climate finance in Ethiopia has its rationale in the
GTP (Growth and transformation plan), which puts
climate change at the heart of national planning.

The separate Climate Resilience Green Economy
Strategy was approved in 2011 and is characterised
by very ambitious targets of a mobilizing a total of
$150 billion of climate finance in the next 20 years.
While disbursements of climate finance have been
low in the period up to 2009, in commitment terms
Ethiopia has been the 13th-largest recipient of climate
finance, and the second largest in Sub-Saharan Africa
after Kenya. Total commitments between 2003 and
2012 stood at $107 million (Climate Funds Update,
October 2012.)

Philanthropic assistance

Philanthropic organisations are present in the country
but in an embryonic stage, and information on their
work is piecemeal at best. Assistance by US grant
makers to Ethiopia is estimated at $74.5 million
between 2003 and 2011, with average annual flows of
$8.3 million

4
Case study findings

The case study report identifies six main messages
from Ethiopia’s experience in managing development
assistance from traditional and non-traditional
providers.

1 The GoE has successfully retained, increased
and diversified its pool of development assistance
despite donor fatigue and regional turbulence,
thanks to external recognition of its strategic
importance, rapid recent economic growth and
good MDG-delivery track record. According to
interviews with development partners, aid money
is generally well spent, investment opportunities
abound, and debt and fiscal sustainability are
manageable.
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The GoE has managed to neutralise the negative
repercussions of its unapologetic authoritarianism
and repeated human rights violations. An example
of this resilience was the rapid transformation

of general budget support, suspended in the
aftermath of post-election violence in 2005,

into recurrent cost funding for social services,

a process which has yet to be replicated on the
same scale in any other country.

The GoE retains full control of its development
strategy with TDA and NTDA providers, resisting
all attempts to impose conditionality (although

its state-led approach has restricted private and
especially foreign participation in the economy).
‘New' donors, such as China, provide the GoE
with heterodox policy comfort and an alternative
source of large-scale infrastructure financing,
which has further diminished the leverage of
traditional donors. Ethiopia’s regional leadership
in climate change financing discussions had also
opened up a new set of opportunities, at least until
the recent demise of the prime minister, Meles
Zenawi.

Compared with Cambodia and Zambia, the

GoE does not have a formal aid strategy for
either traditional or non-traditional aid providers.
However, based on secondary literature (e.g.
Furtado and Smith, 2009) and field interviews
with officials, donors, NTPs and CSOs, the
government’s criteria for the type of aid it would
like to receive from traditional or non-traditional
providers are as follows: fitting national strategy;
speedy and reliable implementation; lower cost
of financing (high concessionality); and maximum
volume commitment possible at one time.

Non-traditional donors (China, India, Turkey,
South Korea and the GFATM) do not participate in
set-piece donor coordination fora, which focus on
areas where traditional sources dominate, such
as the delivery of social services. The GoE shows
little inclination in bringing them together either.

There is a chicken-and-egg dimension to the 1
question of whether the ‘division of labour’
between traditional and non-traditional providers
has been imposed by one side or the other, or
evolved as a function of both parties’ changing
abilities and interests, and agreement on where
they best converge (Fraser and Whitfield, 2008).
In Ethiopia, this third narrative is the more
compelling. Clearly, the GoE has an informal

view on where different sources ‘fit' best, shaped
by the interests of the traditional donors and the
different profiles of new donors, like China. But
the GoE, first and foremost, reacts to the need to
meet its financing requirements by segmenting
the market efficiently, and adapts pragmatically to
donor preferences. Meanwhile, the government is
aware that Ethiopia’s strategic position, value-for-
money performance and ideological sympathies
with Asian development models provide it with
key assets in negotiations with all development
partners.

For the country analysis, we include only lower-bound estimates.
This is for two reasons: 1) to keep the analysis simple and to avoid
confusion; and 2) as all countries are LICs or recent MICs, OOFs
(which constitute the difference between the lower and upper bound)
are very small in volume, making the difference between lower and
upper bounds insignificant. Future case studies looking at other
MICs may want to include OOFs.

2 Note that - as with the global estimates — we are considering

current values, which is likely to exaggerate the trends.

3 The 2011 Round was not awarded owing to limited resource

availability; nevertheless, Ethiopia benefited from a ‘transitional’
funding mechanism replacing this round)
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Annex 3: Zambhia

1
Introduction

Zambia was chosen as a case study because it is

a stable middle-income country (MIC), with a high
endowment of natural resources. Zambia also had
a ratio of total development assistance to GNI that
was close to the average for lower-income countries
(LICs) in 2009" (8.5%, compared to LIC average of
10.4%). Research was carried out in Zambia over a
two-week period in September 2012.

This annex summarises the main case study findings.
A full case study report is available at http://www.
odi.org.uk/publications/7163-age-choice-developing-
countries-new-aid-landscape

2
Economic, governance and aid
management context in Zambia

The contextual information reviewed for the study
suggested that five factors may shape both Zambia’s
behaviour and ability its hand when negotiating with
traditional donors and NTPs:

e Zambia’s new middle-income status and
improved access to capital markets, combined
with falling ODA volumes, is likely to orient its
priorities more towards external private sector
flows than ODA. Compared to the other case-
study countries (both LICs) Zambia has a high
ratio of Foreign Direct Investment (FDI) to GDP;
while ODA/GDP ratios are now well below the LIC
average.

e Zambia’s recent economic performance and
significant debt cancellation under the Heavily
Indebted Poor Countries and Multilateral Debt
Relief Initiatives (HIPC and MDRI) are likely to
increase its negotiating position in relation to both
traditional and non-traditional providers. Zambia's
economy has performed well, and income growth
outpaced both regional and income-group
averages.

e On the other hand, the decline of Zambia’s

geostrategic importance has had a negative
impact on its negotiating position with traditional
and non-traditional providers. Unlike some other
LICs, however, Zambia does have long-standing
relationships with both China and India, and
South African companies have expanded their
FDI outflows, especially in the retail sector.

e Recent corruption scandals in the Ministry
of Health, which led the GFATM to suspend
disbursements, are likely to weaken perceptions
of the Government of the Republic of Zambia
(GRZ) as a responsible aid recipient and reduce
its negotiating position. However, the effects of
this should be off-set against Zambia’s relatively
positive assessment on a number of governance
indicators.

e Historically, Zambia has struggled to articulate
clear priorities and strategies in relation to
donors, although this tended to vary according
to the party in power and the price of copper.

It remains to be seen how the country’s recent
change of government, combined with sustained
growth, debt cancellation and a high copper price
will impact on the GRZ's ability to formulate a
clearer strategy in relation to both traditional and
non-traditional providers.

3

Traditional and non-traditional
development assistance in
Zambia

We estimate that total non-traditional flows to

Zambia in 2009 stood at 7.1% of total development
assistance, lower than those for Cambodia (23.5%)
and Ethiopia (9.1%). Non-DAC donors represent

28% of total NTDA flows to Zambia, the latter are
dominated by GAVI and the Global Fund, which
account for nearly 70% of such flows on average from
2007-2009.

The case study also reviewed in detail the main
components of NTDA:
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Vertical health funds

Between 2006 and 2010, the GFATM was the largest
single NTP in Zambia, although its volume was still
small compared to TDA providers. As Zambia’s 13
largest donor, the GFATM ranks one place above
China and provides 2.8% of total development
assistance. Following recent corruption scandals,
the principal recipients are the MoH/UNDP and the
Churches Health Association of Zambia. GAVI is also
present, disbursing $132.5 million between 2001 and
2015.

Bilateral official non-traditional providers

China is the largest non-DAC bilateral donor to
Zambia. MoFNP figures show that China provided
$68.3 million in project, loan financing from 2006-
2009 and $12.3 million in grants. These figures,
which include only ODA-equivalent flows, are small,
providing only 2.7% of ODA-comparable flows. It is
likely that there is also a considerable volume of less
concessional assistance, although we do not have
accurate data on such flows.

India, Brazil and South Africa are Zambia’s other
significant non-traditional official providers, mainly
providing technical assistance and small volumes of
financial assistance in the form of grants, credit lines
and loans. India stands out; like China, it has had a
long-standing presence in Zambia. Other non-DAC
partners include BADEA, OPEC Fund and the Kuwait
Fund.

Philanthropic assistance

Assistance from US Foundations was estimated at
$7.4 million between 2003 and 2011, although some
of these grants are regional and do not target Zambia
only. Information on philanthropy from other countries
is not available. The US flows are small compared to
the annual ODA flow of approximately $1 billion in the
last decade.

Climate finance

Pledges to Zambia totalled over $20 million from
2004-2010, with approximately half disbursed so

far. Climate finance is a relatively new phenomenon,
and volumes to date are small, but Zambia expects
additional funding from specific funds after performing
on bio-diversity, climate change and land degradation
indicators.

4
Case study findings

The main messages to emerge from the case studies
are as follows:

1 NTDAin Zambia is relatively small, and dominated
by the GFATM. Total NTDA flows stood at 7.1% of
total development assistance in 2009, lower than
Ethiopia and Cambodia, with global health funds
accounting for almost 70%. However, NTDA figures
are likely to be underestimates since they do not
include loans not classified as ODA from official
NTPs, but which still contain a subsidy component.

2 The largest non-DAC official donor is China, which
contributed 3% of ODA from 2006-2009. Other
non-DAC donors are of much smaller magnitude.
Again, this figure includes only ODA-equivalent
assistance from China: the in-country perception is
that the full volume of Chinese assistance, including
non-concessional, is much higher.

3 Recorded flows from philanthropic organisations,
such as the Bill and Melinda Gates Foundation,
Clinton Initiative and the Open Society Forum, are
comparatively low.

4 Climate finance is a relatively new mechanism and
the country is moving to access specific funds.
Zambia would benefit from a more coherent strategy
on climate change issues. We understand that the
GRZ is elaborating a Zambia Climate Change Policy
Strategy, which will define national institutional
mechanisms and also the management of climate
finance resources, but it is not yet clear when the
strategy will be approved.

5 The GRZ's stated priorities in terms of traditional
and non-traditional development assistance draw
heavily on the Paris Declaration Principles on Aid
Effectiveness, and the use of aid modalities, like
budget support and grants. Assistance from all
NTPs is welcome in this framework.

6 Non-DAC bilateral official CPs - China, India, Brazil
and South Africa - participate in donor coordinating
groups and some SAGs with varying frequency and
quality of engagement. This contrasts with findings
from Cambodia and Ethiopia, and is likely to be
due to a number of context specific factors.

7 Compared with Cambodia and Ethiopia, Zambia’s
health sector benefits from greater coordination
across different stakeholders under the transitory
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special arrangement for GFATM assistance.
(UNDP, as Principal Recipient of GFATM
assistance and representative of the UN system,
has fostered coordination within the health sector).

Zambia does not have a strategic approach to
negotiations with traditional or non-traditional

aid providers, and there is mixed evidence as to
whether the GRZ is meeting its objectives. This
may be due to legacy, but is now more likely

the by-product of Zambia’s easier access to the
financial markets and revenues from high copper
prices. Meanwhile, aid is falling as a result of
Zambia'’s transition to MIC status, concerns about
accountability and budget cuts in donor countries.
As a result, all sources of development assistance
— both traditional and non-traditional — are of
dwindling importance to Zambia, which spends
less time and effort negotiating with either type of
provider.
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Annex 4: Comparing
economic and
governance context in

Cambodia, Ethiopia, and

Zambia

Economic and governance context

Variable

Cambodia

Ethiopia

Zambia

ODA flows and strategies

ODA as a % of GNI (LIC average 6.4%
in 2000; 9.3% in 2010) (World Bank,
2012)

11.2% in 2000, 6.9 % in 2010

8.5% in 2000, 11.9% in 2010

25.8% in 2000, 6.4% in 2010

ODA per capita (LIC average $16.4 in
2000 and $51.4 in 2010) (World Bank,
2012, current values)

$31.8in 2000, $51.9.in 2010

$10.5in 2000, $42.5 in 2010

$77.9in 2000, $70.7 in 2010

Does the country have a written aid
policy strategy?

Yes, Strategic Framework for
Development Cooperation Management
(2006-2010)

No

Aid and Policy Strategy (2007) and
Mutual Accountability Framework (to
be approved end of 2012)

Does the country have an aid target
and an aid exit strategy, either formal
or informal?

No formal target. However, it emerged
during interviews that officials were
aware that aid dependency would
likely fall

No formal target. However, it emerged
during interviews that officials intend to
reduce aid dependency by diversifying
sources of development finance

No formal target. However, it
emerged during interviews that
officials intend to reduce aid
dependency by diversifying sources
of development finance
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Economic management, governance, natural resources and human development

Government strategy

NSDP

GTP

Sixth National Development Plan

Middle-income target?

Yes

Yes, by 2030

Yes, to achieve by 2030 the status of a
prosperous MIC

Economic growth (average LIC
growth 2000-2010 5.3%)

Annual GDP growth rate above 10%
between 2004 and 2007

Country severely affected by the 2008/09
financial and economic crisis

Economic growth driven mainly by
garments, tourism, construction and
agriculture (ESCAP, 2012)

Average annual GDP growth rate above
8% between 2005 and 2010

Broad-based growth across industry,
services and agriculture (AfDB et al.,
2012)

Annual GDP growth rate above 5% in
past decade

Growth performance resilient to crisis
with prospects very much linked to
trends in mineral prices

Main contributors to growth agriculture,
manufacturing, transport and
communications, wholesale and trade
and construction (AfDB et al., 2012)

Debt (Debt Sustainability Analysis
assessment and external debt/GNI,
%) (LIC average 67.6% in 2000 and
28.5% in 2010) (World Bank, 2012,
current values)

Low-risk of debt distress (IMF, 2012a)

Data: external debt stock/GNI ratio 43.4
% in 2010, 74.3% in 2000

Low risk of debt distress (IMF and World
Bank, 2010)

Peak of external debt/GNI ratio of 83%
in 2003 after HIPC and MDRI; 10.6%
in 2008

Low risk of debt distress (IMF, 2012b)

One of the largest beneficiaries of the
HIPC/MDRI

External debt stock/GNI ratio of 233% in
1992 fell to 24% in 2006 and in 2010 it
was close to 10%

Debt strategy

Yes, 2011-2018 Public Debt
Management Strategy

No formal debt strategy

No formal debt strategy but the Aid
and Policy Strategy mentions that

the Government shall [...] target
concessional finance and will negotiate
only those loans with a 35 % minimum
grant element

Private flows (as share of GDP)

FDl inflows (LIC average 1.5% in
2000; 3.1% in 2010)

Remittances (LIC average 3.2% in
2000 and 8% in 2010)

FDl inflows 4.1% in 2000; 7% in 2010

Remittances 3.3% of GDP in both 2000
and 2010

FDI as much as ODA

FDI inflows 1.6% in 2000; 1% in 2010)
Remittances 0.6% in 2010; 0.8% in 2010

FDI inflows 3.6% in 2000; 10.7% in
2010)

Remittances 0.8% in 2003; 0.3% in
2010)

FDI inflows greater than ODA since 2007

Natural resource endowment
(estimates of rents as share of GDP)

Limited (1% of GDP) but high potential
(oil and gas)

Estimated rents 5-7% in recent years,
forestry but most of all hydropower

Zambia is a resource-rich country
(copper, potash); rents estimated at 27%
of GDP in 2010, more than 10 times the
LIC average; 30% of GDP from copper

Human development

Most health and education indicators
have shown marked improvement but
increasing inequality

Second top mover on the HDI in the
2000s

Growth not yet translated into strong
human development improvement

One of the highest Gini coefficients on
the African continent

General governance/conflict Post-conflict country EPRDF government since 1991 Democratic country

1. EoDB (2012) (185 countries 1.133/185 1.127/185 1.94/183

surveyed) (IFC, 2012) 2 2 9

2. Country Policy and Institutional A. Improved from 3.67 in 2005 to 4.00 in A. Improved from 3.30 in 2008 to 3.67 in A.Worsened from 3.67 in 2007 to 3.50 in
Assessment scores (2012) 2010, above LIC average 2010, above LIC average 3.50 but above LIC average

(6=maximum; 1=minimum)

A. Economic management cluster
(LIC average 2005-2010 3.14)

B. Policies for social inclusion/equity
cluster (LIC average 2005-2010 2.88)
C. Public sector management and
institutions cluster (LIC average 2005-
20103.38)

D. Structural policies cluster average
(LIC average 2005-2010 3.21)

3. Corruption Perception Index 2011
(Transparency International, 2011a)

B. Improved from 3.1 in 2005 to 3.3 in
2010, above LIC average

C. Improved from 2.60 in 2005 to 2.70 in
2010 but below LIC average d)improved
from 3.00 in 2005 to 3.33 in 2010, above
LIC average

3. Score 2.1, ranking 164/182

B. Stable at 3.6 between 2005 and 2010,
above LIC average

C. Improved from 3.10 in 2005 to 3.30 in
2006 but set back to 3.20 in 2009; above
LIC average

D. Stable around 3.17, slightly below
LIC average

3. Score 2.7, ranking 120/182

B. Improved from 3.4 in 2005 to 3.5 in
2010, above LIC average

C. 3.20 between 2005 and 2009, 3.10 in
2010 but above LIC average

D. Improved from 3.33 in 2005 to 3.67
in 2010, above LIC average.

3. Score 3.2, ranking 91/182

EITI complaint

Geostrategic relevance

Cambodia is not particularly important
for DAC donors, it is more important for
China, which sees it as a key ally in the
ASEAN region (Hille, 2012)

Strategic position in the Horn of Africa:
stable country in the region, platform
for US intervention and diplomatic hub
for Africa
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Performance on the Paris Declaration principles

Indicator

Cambodia (OECD, 2011b)

Ethiopia (OECD, 2011b)

Zambia (OECD, 2011c)

Target achieved (2011 Monitoring 5/13 achieved 6/13 achieved 3/13 achieved
Survey): overall* achievement out of 13 9 improved 6 improved 5 improved
indicators (2010 data) 1 unchanged 5 set back 5 set back

2 set back
1 Operational development strategies Improved and achieved (Already) achieved (Already) achieved
2a Reliable public financial management Improved and (already) achieved Set back not met (Already) achieved

(PFM) systems

3 Aid flows aligned with national priorities

Improved but not achieved

Set back not met

Set back not met

4 Strengthen capacity by coordinated
support

Set back not met

Improved but (already) achieved

Improved and achieved

5a Use of country PFM systems

Improved but not achieved

Improved and achieved

Set back not met

6 Strengthen capacity by avoiding
parallel project implementation units

Improved but not achieved

Improved but not achieved

Improved but not met

7 Aid is more predictable

Set back but already achieved

Improved but not achieved

Set back not met

8 Aid is untied

Improved and (already) achieved

Improved but (already) achieved

Improved but not met

9 Use of common arrangements or
procedures

Improved but not achieved

Set back not met

Set back not met

10a Joint missions

Improved but not achieved

Set back not met

Improved but not achieved

10b Joint country analytic work

Improved but not achieved

Set back not met

Improved but not achieved

11 Results-oriented frameworks

Unchanged not met

Improved and achieved

Unchanged and not achieved

*

12 Mutual accountability

Evaluation on the basis of performance from previous survey (2007 data and information) to last survey (2010

data and information).

(Already) achieved

Achieved

Not achieved
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Annex 9:

TDA and NTDA, by
country ($ millions,
current)

Cambodia
2002 2003 2004 2005 2006 2007 2008 2009 Source

Official concessional assistance from 32.7 28.6 56.8 66.9 81.2 1271 137.9 138.1 OECD.stat; AidData;

NTPs Cambodia aid effectiveness
reports 2008 2010 2011

Philanthropic assistance 1.0 0.9 21 08 24 0.7 21 Foundation Center website
(September 2012)

Global health funds 14 1.6 1.8 20.8 231 24.2 39.5 51.2 GAVI and Global Fund
website

Climate finance 0.2 49 Climate Funds Update
(disbursement data)

NTDA 341 31.4 59.6 89.8 105.1 153.8 183.1 191.5

TDA 284.7 403.1 348.9 420.3 531.5 543.9 554.5 623.7 OECD.stat

Total development assistance 318.8 434.5 408.5 5101 636.5 697.6 737.6 815.2

Share of TDA in total development 89.3 92.8 85.4 824 83.5 78.0 75.2 76.5

assistance

Share of NTDA in total development 10.7 72 146 176 16.5 22.0 24.8 235

assistance
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Ethiopia

2002 2003 2004 2005 2006 2007 2008 2009 Source

Official concessional assistance from 36.7 68.4 79.8 49.5 138.4 199.1 234.5 115.4 OECD.stat; AidData, Geda

NTPs and Tafere (2011)

Philanthropic assistance - 3.0 8.3 8.2 9.3 15.5 10.0 49 Foundation Center website
accessed June 2012

Global health funds 46.0 0.2 78.1 1311 162.2 155.3 134.1 261.1 GAVI and Global website

Climate finance 0.2 - - - 1.0 - 0.2 Climate Funds Update
(disbursement data)

NTDA 82.7 718 166.2 188.8 309.8 370.9 378.6 381.6

TDA 1,152.4 14836 17541 18503 6,1352 24125  3,193.2 3,791.8  OECD.stat

Total development assistance 1,235.1 15554 19203 2,039.0 64451 27834 35718 4173.3

Share of TDA in total development 93.3 95.4 91.3 90.7 95.2 86.7 89.4 90.9

assistance

Share of NTDA in total development 6.7 46 8.7 9.3 48 133 10.6 9.1

assistance

Zambia
2002 2003 2004 2005 2006 2007 2008 2009 Source

Official concessional assistance from 14.5 478 9.4 30.4 OECD.stat; AidData,

NTPs Zambia Development
Cooperation Report 2010

Philanthropic assistance 0.3 0.2 0.9 0.5 0.9 0.6 14 Foundation Center website
(September 2012)

Global health funds 0.7 9.1 55.5 55.5 314 49.1 106.9 60.1 GAVI and Global Fund
website

Climate finance - 0.2 34 Climate Funds Update
(disbursement data)

NTDA 0.7 9.4 55.9 56.4 46.4 97.8 116.8 95.3

TDA 931.8 956.1 12931 20210 48269 978.6 1,110.8 1,250.0  OECD.stat

Total development assistance 932.5 965.5 1,349.0 20774 48733 10764 12276 1,345.3

Share of TDA in total development

assistance

Share of NTDA in total development 99.9 99.0 95.9 97.3 99.0 90.9 90.5 929

assistance

Official concessional assistance from 0.1 1.0 41 27 1.0 9.1 95 71

NTPs
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