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IN NOVEMBER 2011, the fourth High Level Forum on Aid Effectiveness (HLF-4) will assemble 
in Busan, Korea to decide the principles and commitments that will govern development 
assistance in coming years. HLF-4 will bring together donors, developing countries, international 
organisations and a broad cross-section of civil society. It will review the achievements of the 
2005 Paris Declaration on Aid Effectiveness, and perhaps launch a successor agreement. 

What positions will Africa take into that discussion? How well has the Paris Declaration served 
Africa’s needs? What new issues would African stakeholders like to see on the agenda?

THE AFRICAN PLATFORM ON DEVELOPMENT EFFECTIVENESS 
(APDev) is a new community of practice for addressing these questions.1 
After being contemplated in African development circles for some time, the 
concept of APDev crystallized during the first Africa Regional Meeting on 
Aid Effectiveness, South-South Cooperation and Capacity Development 
in Pretoria in March 2010, when meeting participants formally recognised 
the need for an Africa-led platform to develop an African agenda for 
development cooperation effectiveness. APDev is coordinated by the 
NEPAD Agency in conjunction with the African Union Commission and 
has been supported by the UNDP and GTZ so far. Over the next twelve 
months, APDev will support dialogue and discussion with a wide range of 
African stakeholders, with a view to strengthening Africa’s collective voice 
at HLF-4. 

THE SECOND REGIONAL MEETING ON AID EFFECTIVENESS, South-South Cooperation and 
Capacity Development, to be held in Tunis on 4-5 November 2010, will help set the agenda 
for this dialogue. Organised by the NEPAD Planning and Coordinating Agency and the African 
Development Bank, it will involve around 160 participants drawn from African governments, 
parliaments, private sector and civil society. 

The meeting’s subtitle, “From Aid Effectiveness to Development Effectiveness,” reflects the 
changing nature of the international debate leading up to HLF-4. The Paris Declaration focused 
mainly on the mechanics of aid delivery, seeking to eliminate bottlenecks to more effective 
assistance. While this was undoubtedly an important agenda—and one for which many challenges 
remain—it arguably narrowed the policy debate to the administration of aid, at the expense 
of broader development issues. Ultimately, the effectiveness of aid is only one component in 
the broader question of how partner countries can be enabled to achieve their development 
potential. The Second Regional Meeting is an opportunity to explore the parameters of a broader 
development policy agenda.

      FROM AID EFFECTIVENESS 
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1   APDev seeks to promote Africa’s contribution to a new global development cooperation architecture within a 
paradigm of equality, accountability and mutual respect. APDev’s core objectives are to increase evidence-
based knowledge and promote mutual learning about aid effectiveness, South-South cooperation, and 
capacity development, with a view to influencing policy and increasing implementation capacity in Africa.  
Dr Ibrahim Mayaki of NEPAD will present APDev’s purpose and scope in more detail during the Plenary 
Meeting on November 5.



2

THE ROUNDTABLES

The Second Regional Meeting is structured around six roundtables, each of which addresses a 
different development effectiveness theme. The first three roundtables take place on Day 1 and 
address familiar questions of aid effectiveness:

 1. Ownership, Sustainability and Accountability for Results

 2.  South-South Cooperation as a Mechanism for Development Effectiveness 

 3. Developing Capacity by Using and Strengthening Country Systems

On Day 2, the second three roundtables explore the links between aid effectiveness and broader 
development effectiveness topics:

 4. Regional Dimensions of Development Effectiveness

 5. Funding Development Sustainably: Growing Out of Aid

 6.  The Changing Landscape of Development Cooperation: Africa and the BRICs

These themes emerged from the discussion at the first Africa Regional Meeting, and were refined 
in consultations between the African Union, NEPAD, the African Development Bank and a broad 
range of stakeholders. 

The organisers would like the roundtables to be lively and interesting events that solicit the latest 
thinking from around the continent. In no way are the roundtables intended to limit the scope of 
the debate. Participants will have plenty of opportunities to raise additional issues and priorities.  

THE ISSUE PAPERS

In preparation for the meeting, the organisers commissioned short background papers on each 
of the six roundtable topics. The papers outline the main issues and points of debate associated 
with each topic, and reflect on how each topic might fit within an African development effective-
ness agenda. Written in a light and accessible style with a minimum of technical language, the 
papers offer no conclusions—they simply give participants a launching pad for reflection. The 
papers conclude by suggesting issues for debate. 

The organisers invite participants to read the papers before the roundtables and to begin to turn 
the issues over in their minds. It would be helpful for participants to arrive at the meeting with 
preliminary thoughts on the questions for debate. Participants will also be encouraged to share 
bottlenecks they have encountered, their opinion of the challenges ahead, and themes and mes-
sages for Busan.

Each roundtable will report back to the Plenary Meeting on the issues and priorities raised and 
any emerging points of consensus to take forward to the next stage of the debate.
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ROUNDTABLE NO. 4 

REGIONAL DIMENSIONS OF AID EFFECTIVENESS

In 1991, the Abuja Treaty set out a commitment to 
a continent-wide African Economic Community by 
2027. More regional integration could clearly benefit 
the continent: infrastructure deficits are estimated 
to lower productivity by 40%, and on average, 
African countries trade just 10% of goods with each 
other, compared to 65% in Europe. Can the Paris 
principles increase the momentum of Africa’s more 
than 30 regional economic communities? What 
kind of funding instruments are needed to scale up 
regional investments?
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ROUNDTABLE NO. 5

FUNDING DEVELOPMENT SUSTAINABLY: 
GROWING OUT OF AID 

The job of development assistance is to do itself out 
of a job. Yet the subject of aid dependency has been 
absent from the debate on aid effectiveness. Some 
African countries have made dramatic advances 
in mobilising domestic revenues in recent years, 
while others have tapped the international capital 
markets for the first time. But is official development 
aid still displacing private-sector investments? And 
should more aid be shifted into microfinance and the 
promotion of trade?
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ROUNDTABLE NO. 6

THE CHANGING LANDSCAPE OF 
DEVELOPMENT COOPERATION:  
AFRICA AND THE BRICs 

The BRICs and other emerging donors have 
contributed increasing amounts of aid to Africa in 
recent years. Is their “no-strings-attached” financing 
draining Africa of resources and compromising the 
sustainability of its debt? Or is it giving Africa more 
latitude when negotiating the terms of loans and 
grants? This roundtable confronts one of the most 
controversial debates in development today and 
challenges participants to decide whether African 
countries should develop a common position on aid 
from emerging donors going into HLF-4.

ROUNDTABLE DEBATES:  ISSUES FOR DISCUSSION 

DISCLAIMER: The views and opinions expressed in this paper are intended to raise issues for discussion and do not necessarily 
represent the views and opinions of the African Development Bank Group or the NEPAD Planning and Coordination Agency.
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ROUNDTABLE NO. 1

OWNERSHIP, SUSTAINABILITY  
AND ACCOUNTABILITY FOR RESULTS 

Mutual accountability is perhaps the most 
controversial of the Paris Declaration’s five principles, 
and the most difficult to practice. What happens 
when a donor’s accountability to its taxpayers 
conflicts with its commitments to a developing 
country? To whom are recipient governments most 
accountable: donors or their own citizens?  
This roundtable explores how parliament, civil 
society, and the aid architecture can leverage the 
concept of accountability for its ultimate purpose—
producing better development results. 
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ROUNDTABLE NO. 2

SOUTH-SOUTH COOPERATION  
AS A MECHANISM FOR  
DEVELOPMENT EFFECTIVENESS 

South-South cooperation is gaining momentum. 
Nobody knows how much of it is taking place, but it 
offers an alternative to the often paternalistic model 
of Northern assistance, and African countries seem 
to be increasing both demand and supply. Is their 
enthusiasm warranted? Should measures be taken 
to scale up South-South and triangular cooperation, 
or would more rules and procedures undermine 
its very advantages— its flexibility, its horizontality, 
and the strong sense of ownership among its 
participants?

PAGE 13 

ROUNDTABLE NO. 3

DEVELOPING CAPACITY BY USING AND 
STRENGTHENING COUNTRY SYSTEMS

Donors have committed to using country systems 
as much as possible to deliver aid. Why, then, 
has their use of public financial management and 
procurement systems risen only slightly in recent 
years? This roundtable exposes the reasons for this 
slow progress from both donors’ and recipients’ 
perspectives, asking whether the bar has been set 
too high and how aid can be provided in such a  
way as to transform country systems into motors  
for reform.





5

OWNERSHIP AND SUSTAINABLE ACCOUNTABILITY 
FOR RESULTS 

ROUNDTABLE NO. 1

WHAT DO PARIS AND ACCRA SAY  
ABOUT ACCOUNTABILITY?

In March 2005, the Paris Declaration on Aid 
Effectiveness introduced mutual accountability as 
one of five partnership commitments. It is perhaps 
the most controversial of the five principles, and the 
most difficult to practice.

The Paris Declaration opened the door to mutual 
accountability by establishing a normative framework 
for development aid that places obligations on both 
parties to the transaction. This is a break from tradi-
tion, when aid was treated as a gift subject to any 
conditions the donor saw fit, with all the obligations 
accruing to the recipient. Mutual accountability, in 
contrast, implies reciprocal obligations. It is a con-
tractual model of aid delivery that gives rise to a true 
development partnership.

Mutual accountability is, however, a difficult idea to 
operationalise, and the Paris Declaration provided 
limited guidance on how it could be done. The two 
main commitments associated with mutual account-
ability are greater transparency with regard to aid 
flows, and joint mechanisms for reviewing progress 
in implementing commitments regarding aid effec-
tiveness. Recent surveys suggest that only 15% of 
developing countries have such a review mechanism 
in place.

By the time of the Accra High Level Forum, concern 
was growing that the Paris concept of mutual 
accountability was too narrow. The concept of 
“mutuality” seems to imply that the main account-
ability relationship is between donors and recipient 
governments. But governments in developing coun-
tries should be primarily accountable to their own citi-
zens through the democratic process, not to foreign 
donors. Donor governments are also accountable to 
their own citizens and parliaments for their use of tax-
payers’ money.

The Accra Agenda for Action advocates stronger 
parliamentary oversight of development budgets 
and expenditure, and calls for building more capacity 
within parliaments. It also places much stronger 
emphasis on transparency and advocates regular 
disclosure of the volume, allocation and results of 
aid. To complement mutual reviews of development 
effectiveness at the country level (to be established in 
all developing countries by 2010), the Accra Agenda 
also calls for new mechanisms at the international 
level to hold donors to account for their commitments. 

WHO’S ACCOUNTABLE TO WHOM?

Part of what makes the accountability puzzle so  
difficult to solve is the complex tangle of overlapping 
accountability involved in development assistance. 

��n� �Donor organisations are primarily accountable 
to their own taxpayers and national parliaments. 
This exposes them to shifting political winds 
surrounding development aid. Recently, the 
global financial crisis, together with a drift to 
the political right in several European countries, 
has created more pressure for visible results 
and has heightened concerns over corruption. 
This can make elements of the Paris agenda 
(e.g., the use of country systems) a tough sell for 
donors domestically. Realistically, not all forms of 
accountability work in favour of aid effectiveness 
at the international level. 

��n� �In principle, donors are also accountable for 
their international undertakings—to each other,  
to developing countries and to international  
civil society. Some accountability mechanisms 
have begun to emerge in the international  
arena, including the OECD-DAC Peer Review 
process and the UNECA/DAC Mutual Review  
of Development Effectiveness in Africa, but  
they remain in their infancy. A few independent 
organisations have begun to prepare indicators  
of individual donor performance to promote 
accountability.1  

1   See the Washington–based Center for Global Development’s quality of official development assistance index: 
http://www.cgdev.org/section/topics/aid_effectiveness/quoda.
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��n���Donors themselves demand that recipient 
governments account for their use of aid funds. 
Traditionally, donors’ main concern has been 
financial integrity, but more recently, donors have 
begun to focus on accountability for development 
results. But can developing countries really be 
held accountable for the use of aid when donors 
continue to exercise substantial control over how 
funds are spent? In other words, how free are 
developing countries to use aid as they see fit?

��n���Most importantly, the governments of developing
countries are accountable domestically— 
through the ballot box, to parliament and to other 
accountability institutions—not just for their use 
of aid, but for the entire development agenda. 
In theory, democratic politics should create a 
virtuous circle, where parties and politicians 
compete for votes on the basis of their policies 
and their achievements in development. But in 
many countries, development has little political 
salience, and the political contest is fought on 
other grounds.

At present, these different accountability relationships 
do not reinforce each other, but tend to pull in different  
directions.

ACCOUNTABLE FOR WHAT?

The Paris Declaration also provided little guidance 
on what exactly donors and recipients are mutually 
accountable for. It seemed to focus on accountability 
for meeting the Paris Declaration commitments. But 
many of these commitments relate to technical points 
regarding the mechanics of aid delivery. Important 
as these points are, the basis for accountability 
should be development results, not aid effectiveness. 
And the Paris Declaration indicators are unlikely to 
engage the interest of the wider public in either donor  
countries or recipient countries.

At the same time, the political cost of corruption  
scandals makes many donor organisations focus 
their attention on financial accountability—an accurate 
accounting of how aid dollars are spent. Accountability 
for development results receives much less attention, 
although in principle, development results are the 
more important issue. 

Some donors—notably the European Commission—
are trying to augment accountability for development 
results by including results indicators and perform-
ance-based payments in their funding arrangements, 
particularly for general budget support. But for several 
reasons, it is difficult to hold governments in devel-
oping countries responsible for development results. 
Developing economies are highly vulnerable to 
external shocks, including fluctuating world prices and 
climate-related problems. It is often very hard to see 
whether movements in development indicators result 
from government initiatives, which may not impact the 
indicators for many years, or from other factors. 

In practice, there is also little accountability for results 
at the level of individual projects. When development 
projects fail, who is responsible: the recipient, who 
formally “owns” the project? Or the donor, who in all 
likelihood controlled its design? In reality, neither side 
has a strong incentive to hold the other responsible 
for poor results. Failures are often swept under the 
carpet, for fear of endangering future funding. 

PARLIAMENT AND ACCOUNTABILITY

If the goal is to make the executive in developing 
countries domestically accountable for countries’ 
development record, then parliament must be a key 
player. In principle, parliament provides a forum for 
hammering out compromises among different inter-
ests, formulating policies and budgets, and holding 
ministers responsible for their performance. 

The Accra Agenda for Action makes various refer-
ences to parliament, committing developing countries 
to working with parliaments to formulate policies and 
plans, to strengthening parliamentary oversight of the 
budget process, and to investing in building parlia-
ments’ capacity. Donors have shown an increased 
interest in working with parliaments in recent years, 
particularly around the budget process. In practice, 
however, both developing country governments 
and donors often appear out of their element when 
dealing with parliament. 

In most African countries, making parliament into 
an effective accountability mechanism will require 
major effort. Parliaments suffer from serious capacity 
constraints, with high turnover of members and 
little standing capacity for research and analysis.  
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ACCOUNTABILITY FOR RESULTS 

They may struggle to take an informed view on 
complex questions of national development policy, 
including the utilisation of official development assist-
ance, which is generally seen as a rather technical 
issue. As a result, the executive often treats parlia-
ment as a junior partner. 

The politics of parliamentary involvement in the devel-
opment process can also be complex. The nature 
of political competition may make individual parlia-
mentarians more interested in capturing resources 
for their own supporters, than in pursuing the greater 
public good. However, the more that political parties 
articulate credible policy platforms and compete 
on the basis of their development record, the more 
opportunity parliament has to play a constructive role. 

Capacity-building support is being provided to parlia-
ments in most countries, and innovative ideas have 
emerged for building alliances between parliamen-
tary committees and civil society organisations. Many 
countries are opening up the budget process to give 
parliament more input. In all cases, support for parlia-
ment must be based on a sound understanding of 
the wider political and institutional context.  

CIVIL SOCIETY AND ACCOUNTABILITY

Civil society is another key actor for building domestic 
accountability into the development process, and 
one with which donors are in some ways more com-
fortable. Since the Poverty Reduction Strategy Paper 
initiative in the early 1990s, donors have encouraged 
partner countries to open up their policy processes to 
civil society participation, in the hope that this will lead 
to more focus on the poor.

Generally, civil society organisations have been 
frustrated with the forms of participation that have 
resulted from donor pressure. It often appears that 
government and donors make the real policy deci-
sions behind closed doors, inviting civil society and 
possibly some parliamentarians along at the last 
minute to legitimise the results. Governments also 
tend to engage with those civil society organisations 
they feel most comfortable with, excluding more 
critical voices. Information is often shared at the last 
minute, leaving civil society participants with little time 
for analysis or consultation. 

But the experience is by no means all bleak. Civil 
society in most countries can point to instances 
where they have helped move development policy 
in a positive direction. Many governments have rec-
ognised nongovernmental organizations (NGOs) as a 
useful source of feedback on popular expectations. 
But there is also a need for significant investments in 
building civil society capacity—increasing elite NGOs’ 
capacity for research and analysis, creating grass-
root structures within which communities can interact, 
forming networks for bringing parties together in 
effective advocacy coalitions, and so forth. Some also 
suggest that international NGOs should play a less 
dominant role with their local partners, to ensure that 
national NGOs represent their own constituencies  
rather than their sources of funding. 

There is, however, no consensus on the exact 
mandate and role of civil society organisations, or on 
the most appropriate channels through which civil 
society organisations may engage in the national 
policy process. Donors often assume that civil society 
organisations ought to be at the table whenever 
development policy is being made. But it is equally 
tenable to say that in a parliamentary democracy, the 
proper role of civil society organisations is to lobby 
political parties and parliamentarians. 

To go beyond sporadic participation and create 
a genuine culture of accountability would require 
a major change in the way that the development 
process is organised. It would require a dramatic 
increase in transparency—not just with respect to aid 
flows, but also as regards pipeline projects, policy 
dialogue, conditionalities and the results of individual 
projects. If all this information were systematically 
placed in the public domain—and in principle, there 
is no reason why it should not be—the development 
process would become far more visible to the people 
it seeks to assist. 

This change would also require a shift in the way we 
think about accountability—from post hoc account-
ability when things go wrong, to involving communi-
ties up front in the development decisions that affect 
them. This is the kind of change that civil society 
would like to see on the aid effectiveness agenda in 
the future.
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Another solution may consist of reforming the interna-
tional aid architecture to make donors more account-
able to each other and to developing countries. At 
present, donor efforts on aid effectiveness remain 
largely voluntary. While some donor organisations 
have fully embraced the Paris agenda, others claim 
to be restricted by national regulations or—in the 
case of international financial institutions—managing 
boards that are averse to risk. The diplomatic norms 
that govern international processes work against 
peer pressure among donors. Developing countries 
also tend to mute their criticism of donors, for fear of 
endangering their support. 

Could this problem be addressed by introducing 
some kind of international process—perhaps based 
on the UN’s Development Cooperation Forum or the 
OECD’s Development Cooperation Directorate—
whereby developing countries collectively or inter-
national civil society could raise concerns about the 
behaviour of particular donors?

QUESTIONS FOR DEBATE

n� �Does mutual accountability between 
developing country governments and donors 
support or work against national accountability 
mechanisms? How can the two complement 
each other?

n� �What forms of capacity-building support 
would increase parliaments’ involvement in the 
development process?

n� �How can we deepen parliaments’ and civil 
societies’ engagement in setting development 
priorities and reviewing progress?

n� �How could the aid architecture at the 
national and international levels be reformed  
to support accountability for aid practices  
and development results?

REFORMING THE AID ARCHITECTURE

What can be done to reform the aid architecture so 
as to strengthen accountability at the national and the 
international level? 

One study of development partnerships in 19 coun-
tries suggested that mutual accountability has three 
core elements:

n� �a shared agenda with clear goals 
and commitments;

n� �a joint process for monitoring and reviewing 
progress; and

n� �a process of debate, dialogue and negotiation, 
even in the absence of formal enforceability.2 

In the national aid architecture of a few countries,  
these elements are beginning to emerge. For 
example, general budget support operations or joint 
assistance strategies may include an annual dia-
logue process whereby national development goals 
are turned into a short-term policy agenda, with 
policy actions and indicators set out in Performance 
Assessment Frameworks. This in turn allows for peri-
odic joint reviews of progress that serve a platform for 
dialogue and inform the allocation of aid. Mechanisms 
of this kind help strengthen accountability by making 
progress on the national development agenda  
immediately visible. 

At present, this kind of dialogue still takes place pri-
marily between government and donors, even if civil 
society representatives and parliamentarians are 
occasionally invited to attend meetings. But could 
these processes be re-engineered to serve a wider 
accountability agenda? Could parliament and civil 
society be brought in to participate in setting policy 
priorities, reviewing results and debating lessons 
learned? One solution to the accountability conun-
drum may be to structure the development process 
around national review mechanisms with much 
deeper participation. This would have to be done in 
ways that are consistent with each country’s consti-
tutional and political traditions. 

2  Overseas Development Institute. 2009. Mutual Accountability: Emerging Good Practice.



9

SOUTH-SOUTH COOPERATION AS A MECHANISM 
FOR DEVELOPMENT EFFECTIVENESS

ROUNDTABLE NO. 2

EVERYBODY’S TALKING  
ABOUT SOUTH-SOUTH COOPERATION

South-South cooperation is the new hot topic in aid 
policy circles. Ignored under the Paris Declaration, it 
thrust its way into the limelight in Accra and now looks 
to be a key theme for the High Level Forum in Busan 
in 2011. 

South-South cooperation is assistance provided by 
one developing country to another. When a Northern 
donor finances the support, the relationship becomes 
known as “triangular cooperation.” 

Of course, South-South cooperation itself is not new. 
China has been supporting development in Africa 
for nearly 50 years. The large Middle Eastern devel-
opment banks have been around since the 1960s 
and 1970s. And neighbouring countries have always 
helped each other out in different ways.

What is new is that this long-ignored phenomenon is 
beginning to challenge how we think about develop-
ment assistance. The Paris Declaration described a 
largely bipolar world of Northern donors and Southern 
recipients. By Accra, it had become apparent that 
the world was more complex than that. Middle-
income countries (MICs) were emerging as increas-
ingly important suppliers of development assistance, 
blurring the boundary between donor and recipient. 
What’s more, the assistance from MICs seemed 
appealingly free of some of the thorny problems that 
have attended traditional North-South development 
aid, with its hierarchies and imbalances of power. 

The Accra Agenda for Action recognised the impor-
tance of South-South cooperation, with its principles 
of horizontal equality and respect for diversity, as an 
important source of lessons and experience on aid 
effectiveness. It also called on Southern providers to 
use the Paris principles as a point of reference. 

Since then, South-South cooperation has received 
growing attention in the aid policy sphere. In 2009, 
upon the initiative of the Colombian government, the 
OECD’s Working Party on Aid Effectiveness agreed 
to host a Southern-led platform, the Task Team on 
South-South Cooperation, to facilitate the exchange 
of experience. This team has begun to synthesise 
lessons and experiences from around the globe. 
In March 2010, the High Level Event on South-
South Cooperation and Capacity Development 
in Bogotá brought together representatives from 
partner countries, donors, multilateral and bilat-
eral organisations, parliaments and civil society.  
The participants declared:

“[South-South Cooperation] is gaining 
momentum. Partner countries, particularly 
middle-income countries, are increasingly 
contributing to cooperation, generating 
important changes in the global development 
architecture, opening a window of opportunity 
for all development actors to work together 
towards a more inclusive, effective, and 
horizontal global development agenda.”

WHY THE BUZZ?

There are a number of reasons why South-South 
cooperation is suddenly capturing so much attention. 

One is the growing realisation that all too often,  
traditional donor approaches to technical coopera-
tion fall short of expectations. OECD donors spent 
around US$17 billion a year in technical cooperation 
in 2008—around 20% of all grant aid. Despite the 
vast sums involved, many observers are sceptical of 
the results. Northern providers tend to treat capacity 
development as a largely technical process of trans-
ferring institutional models from North to South.  

1   ActionAid. 2005. Real Aid: Making technical assistance work.  
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Despite the Paris Declaration commitment to country-
led capacity building, support is still largely supply-
driven and based on “false assumptions about 
expatriate knowledge and recipient ignorance.”1 And 
while these problems have been acknowledged for 
some time, breaking the pattern has proved difficult.

South-South cooperation seems to offer a way out 
of this impasse. When an institution in a developing 
country partners with its counterpart in another, it is 
able to contribute recent experience of tackling similar 
development challenges. An institution from one 
developing country is more likely to be sensitive to the 
values, interests and political constraints that shape 
the range of solutions available in another devel-
oping country. This sensitivity enables it to offer tai-
lored, relevant advice, rather than generic principles. 
Compared to using Northern consulting companies, 
South-South cooperation is far more cost-effective. 
Perhaps most importantly, it is a partnership of peers, 
without the negative dynamics that affect Northern 
providers, however well-intentioned. This combina-
tion of relevance, flexibility, cost-effectiveness and 
horizontality holds considerable appeal from an aid 
effectiveness perspective.

HOW MUCH SOUTH-SOUTH COOPERATION 
IS REALLY GOING ON?

Anecdotal evidence tells us that South-South  
cooperation is plentiful and is growing in size and 
diversity all the time. But its scale is impossible to 
measure. Most Southern countries don’t supply the 
OECD with statistics on their aid. Even triangular co-
operation, which forms part of the regular aid budgets 
of Northern donors, is not captured separately in  
aid statistics. 

Nonetheless, we have data on official development 
cooperation from some of the MICs. China, India, 
Saudi Arabia and Venezuela provide more than  
US$1 billion each per year. Brazil, South Africa 
and Turkey are also very active, with aid budgets of 
over US$100 million each. Together, this support 
approaches 10% of all official development assistance.

But many of the most interesting examples of South-
South cooperation are not captured in these figures. 
They consist of in-kind support delivered directly 
from one Southern institution to another, or of institu-
tions from a number of countries creating a network 
for sharing knowledge and experience. The cost of 
this assistance is never quantified, nor is it captured 
in official aid statistics. At present, the only way to 
assess it is to collect individual accounts—like the  
110 case stories assembled for the Bogotá event. 

Triangular cooperation is still a very new modality for 
Northern donors. A handful of donors have begun 
experimenting with different forms of triangular coop-
eration. Japan is the most advanced, with Canada, 
Germany and Spain2 becoming more active. 

WHAT ARE THE PRACTICAL BENEFITS  
FOR AFRICA?

The case stories assembled for Bogotá reveal that 
Africa is already benefiting from South-South coop-
eration in various forms. 

One form is partnerships between African institutions 
and institutions from other regions. For example, 
Malaysia is giving the Zambia Development Agency 
access to its expertise on industrial development by 
seconding a senior official, with financing from Japan. 
Brazil has been sharing its experience in developing 
the largest conditional cash transfer programme in 
the world with more than 30 developing countries, 
including lusophone African countries and Nigeria. 
Ireland, Liberia and Timor-Leste are partnering to 
learn from those directly affected by conflict how to 
promote women’s leadership in conflict resolution.

A more common form of support has successful 
African institutions sharing their experiences with 
institutions in other African countries. For example, 
the Kenya Forestry Research Institute has provided 
training on social forestry management to 17 other 
African countries. Egypt is supporting Uganda’s 
Ministry of Agriculture with the control of aquatic 
weeds. Nigeria has established a Technical Aid Corps 
to share the knowledge of Nigerian professionals 
from various sectors with other countries, including 
Belize, Ethiopia, Jamaica, Sierra Leone and Uganda. 

2   Sixteen Latin American countries and Spain launched the Ibero-American Program for Horizontal South-South Cooperation 
in 2008.
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ROUNDTABLE NO. 2  
SOUTH-SOUTH COOPERATION AS  

A MECHANISM FOR DEVELOPMENT EFFECTIVENESS 

An important recent innovation is African networks 
of peer organisations. These organisations transfer 
knowledge and experience on a regular and sus-
tainable basis. NEPAD has been particularly active 
in this area. Its Comprehensive Africa Agriculture 
Development Program (CAADP) unites diverse 
players at the continental, regional and national levels 
to improve coordination and share knowledge on 
issues relating to food security and nutrition. NEPAD 
has also fostered a network on e-schooling with 20 
countries to help bridge the digital divide between 
Africa and the rest of the world. And of course, the 
African Peer Review Mechanism is a bold initiative to 
strengthen mutual learning and increase peer pres-
sure for development at the macro level. 

WHAT ARE THE CURRENT LIMITATIONS  
OF SOUTH-SOUTH COOPERATION?

For all its advantages, South-South and triangular 
cooperation still constitutes a minor share of devel-
opment assistance. What stands in the way of it be- 
coming a more prominent feature of the development 
landscape?

First, for the time being, the scale of South-South 
projects tends to be very small. Of the 110 case 
stories collected for Bogotá, 64 included budget 
details. In only 4 cases were the budgets above 
US$10 million; another 23 had budgets between 
US$1 million and US$10 million. These figures may 
be somewhat misleading, as they do not usually 
account for the time invested by provider institutions. 

Nonetheless, the picture is mainly one of small-scale 
assistance in niche areas. Whether this is an inherent 
feature of South-South cooperation or merely its 
point of departure remains to be seen. At present, 
South-South cooperation does not appear suited 
to supporting large-scale reforms. This suggests 
that its comparative advantage differs from that of  
traditional aid. 

Second, there are no established mechanisms for 
matching the demand for South-South coopera-
tion with supply. Among the case stories, there are 
instances of Southern countries establishing dedicated 
structures and resource pools for South-South coop-
eration, and other instances where partner institutions 
have been brought together in an ad hoc manner. 
Sometimes senior politicians make offers of assistance 
during official visits; in other cases, contacts are forged 
at the technical level. Although we don’t know for sure, 
it seems likely that significant levels of latent demand 
and supply capacity are not being linked. 

Third, we have little or no data on impact. Evaluating 
the impact of technical assistance is a demanding 
discipline with which many traditional donors still 
struggle. Most South-South projects appear to be 
implemented without a formal monitoring and evalua-
tion process. We cannot therefore be sure yet whether 
the obvious enthusiasm among recipient institutions 
stems from proven results. 

Finally, traditional donors are still working out the 
practical challenges of triangular cooperation. 
Coordination among three or more partners, each 
with its own interests and procedures, increases 
transaction costs and delays start-up. The division of 
roles and responsibilities among partners is still being 
negotiated on an ad hoc basis. In a recent review of 
triangular cooperation among its member states, the 
European Union noted gaps in the knowledge and 
called for standardising practices and guidelines.3 
But there are obvious dangers in scaling up triangular 
cooperation by developing standardised funding 
models. It is not hard to imagine how a proliferation 
of donor rules and procedures might undermine 
the very advantages of South-South cooperation—
namely, its flexibility, its horizontality, and the strong 
sense of ownership among its beneficiaries.  

THE AFRICAN COMMUNITY OF PRACTICE  
ON MANAGING FOR DEVELOPMENT RESULTS

The AfCoP on MDR is a bilingual virtual community 
of more than 1,000 monitoring and evaluation profes-
sionals from 37 African countries. Its mission is to build 
African capacity in managing for results by sharing 
experiences, networking and promoting learning rela-
tionships with practitioners around the world. The 
AfCoP’s online platform allows members to share their 
successes and challenges in creating a results culture 
in their institutions.

3   European Union. 2010. The European Union’s Triangular Cooperation in the Context of Aid Effectiveness. 
March: Workshop report.
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WHAT SHOULD AFRICA’S AGENDA BE  
ON SOUTH-SOUTH COOPERATION?

It seems likely that South-South cooperation will be a 
major theme at the High Level Forum in Busan. If so, 
what objectives should African countries take into the 
discussion?

First, should measures be taken to improve and scale 
up South-South cooperation? 

n���Is there a need for a standing international 
facility or clearing house to match the supply of 
South-South cooperation projects with demand, 
particularly across regions? Could this be done by 
creating a virtual or online marketplace, or would it 
need a dedicated institutional structure?

n���Should Northern donors scale up funding for 
South-South cooperation? This could take the 
form of hands-off funding arrangements (such 
as contributions to the World Bank’s South-
South Experience Trust Fund) or more direct 
engagement with triangular cooperation. For 
the latter, should African countries push for a 
standardised funding modality to facilitate scaling 
up, or might that undermine the advantages of 
South-South cooperation?

n���Should Southern providers be encouraged to 
place their assistance on a more solid institutional 
basis? Should they establish central coordinating 
agencies for South-South cooperation? Should 
they be more active in developing principles and 
procedures that reflect the Paris Declaration?

n���What else could Africa do to establish regional 
and subregional networks and alliances to 
facilitate the transfer of knowledge and experience 
on development issues? Could more peer review 
help to create positive incentives for reform? 

n���Should the OECD be tasked with developing 
an information system to capture South-South 
cooperation?

Second, can we draw on lessons from South-South 
cooperation to enrich the broader aid effectiveness 
agenda? 

n���Should more use be made of institutional twinning 
arrangements for capacity development as an 
alternative to professional consultants?

n���How could the ”horizontality” that recipient 
countries value in South-South cooperation be 
replicated in North-South capacity development?

QUESTIONS FOR DEBATE

n���What measures should be taken to facilitate and 
scale-up South-South cooperation?

n���Is there a need for a standing international facility 
or clearing house to match the supply of South-
South cooperation projects with demand?

n���Should Northern donors be asked to scale up 
funding for South-South cooperation?

n���Can lessons from South-South cooperation help 
to shape the aid effectiveness agenda at HLF-4?
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WHAT ARE THE COMMITMENTS?

Donor agencies have committed to using country 
systems as much as possible to deliver aid. This 
means that the funds provided by aid projects should 
be managed by national institutions according to 
their own rules and procedures for buying goods and 
services (procurement), accounting and auditing. It 
also means that aid funds should appear on national 
budgets, so that national governments have a clear 
view of how resources are spent.

In the 2005 Paris Declaration on Aid Effectiveness, 
donors and developing countries set a target of two-
thirds of aid to pass through country systems by 
2010. The 2008 Accra Agenda for Action reinforced 
this commitment. Donors agreed that using country 
systems should be their first or default option for all 
aid to the public sector. If they chose another option, 
they agreed to explain their rationale and review their 
position at regular intervals.

For their part, developing countries agreed that they 
would double efforts to reform their systems and 
make them more effective, accountable and trans-
parent. They committed to leading joint reviews of 
their systems, according to international standards, 
to clarify where reform was needed.

WHY DO THEY MATTER?

These commitments were intended to break a 
pattern where donors created dedicated structures 
for managing their aid projects according to their own 
rules and procedures. Traditional project manage-
ment arrangements (called “project implementation 
units” or PIUs) operate as institutional islands within 
the recipient administration. They give donors a con-
venient way of bypassing capacity constraints and 
fiduciary risks, and ensuring that aid dollars reach the 
intended beneficiaries. 

But protecting aid funds in this way risks missing 
the bigger picture: it represents a lost opportunity 
to strengthen country systems and capacities. What 
matters most is not whether aid dollars are well spent, 
but whether a country’s development resources as 
a whole are used effectively. Aid projects—even very 
well-managed ones—have little long-term develop-
ment impact if they fail to transform country systems 
and build capacity. 

Ultimately, using country systems is a question 
of ownership of the development agenda. Donor 
agencies are accountable to their own parliaments 
and governing boards for their use of development 
budgets. They have a legitimate interest in ensuring 
that funds are well used. But it is the governments of 
developing countries that are ultimately responsible 
for the national development agenda. If they are to 
lead the process—and be accountable to their own 
people for the results—then it must be clear that they 
are in charge of managing development assistance. 

HOW FAR HAVE WE COME?

The Paris commitment to increasing the use of 
country systems entails a major shift in the way that 
the aid business is managed, and it has not proved 
easy to implement. The 2008 Paris Declaration moni-
toring survey provides the most recent global figures 
on the use of country systems. It shows that, in 2007, 
the use of public financial management and public 
procurement systems stood at 45% and 43% respec-
tively of total aid flows. This was a modest increase of 
only 4-5% over the previous results in 2005. Most of 
this progress was due to the increased use of budget 
support, which automatically uses country systems, 
rather than a change in the way traditional aid projects 
were delivered. Furthermore, there was no clear cor-
relation between the quality of country systems and 
the extent to which donors were using them—sug-
gesting that donors’ decisions were being influenced 
by other factors. New numbers will be available in 
2011, ahead of the Busan High Level Forum. 

DEVELOPING CAPACITY BY USING  
AND STRENGTHENING COUNTRY SYSTEMS

ROUNDTABLE NO. 3



14

FROM AID EFFECTIVENESS  
TO DEVELOPMENT EFFECTIVENESS 
TUNIS, 4-5 NOVEMBER 2010

1  Collaborative Africa Budget Reform Initiative. 2009. CABRI Response to the Accra Agenda for Action: Using Country Systems. 
Briefing paper 2009/2.

This slow progress can be attributed to several 
factors. First, to increase their use of country systems, 
donors have to change their own rules and policies. 
They have to be willing to accept higher levels of 
short-term fiduciary risk, in the name of longer-term 
development gain. This trade-off is not always easy to 
explain to ministers and parliaments. Some bilateral 
donors have now made using country systems their 
default option, but that commitment can be swiftly 
eroded by corruption scandals. Others are still bound 
by national laws that leave little room to manoeuvre. 
As for the development banks, including the World 
Bank and the African Development Bank, they are 
led by governing boards that are extremely wary 
of fiduciary risk. Nonetheless, they have launched 
some ambitious pilot projects on the use of country 
systems, with a view to changing their practices on a 
case-by-case basis.

Second, developing countries have to strengthen 
their own systems to the point where donors are 
willing to trust them. Experience shows that credible 
reforms can take years to achieve. There has been 
a tendency to focus on “quick wins”—high-visibility  
initiatives in response to pressure from donors, which 
fail to address the underlying problems. It is now 
increasingly recognised that strengthening budget 
processes and public financial management is a 
medium- to long-term agenda.

There has been good progress in recent years on joint 
diagnostic exercises that employ objective measuring 
tools based on international standards (e.g., Public 
Expenditure and Financial Accountability (PEFA) 
assessments). These tools help developing countries 
and donors gain a common understanding of what 
needs to change.

WHICH COUNTRY SYSTEMS?

Paris Declaration monitoring focuses on downstream 
country systems—that is, on the spending of devel-
opment funds. But equally important are upstream 
systems for planning and budgeting development 
expenditure. If developing countries are to be respon-
sible and accountable for their use of development 
assistance, the funds need to appear on the national 
budget. And if developing countries are to make 
rational decisions about how to allocate their devel-
opment resources, they need accurate information 
on aid flows at the right point in the budget cycle. 

The Collaborative Africa Budget Reform Initiative 
(CABRI), a network of senior African budget officials, 
and the Strategic Partnership for Africa have help-
fully spelled out the different dimensions involved in 
putting aid on the budget (see box on next page).

Integrating aid at each of these stages serves dif-
ferent purposes and poses different challenges. While 
budget execution systems—treasury, accounting, 
auditing—require donors to have confidence in the 
quality of recipients’ fiduciary controls, integration 
at the higher level—planning, budgeting and parlia-
mentary approval—call for donors to make clear aid 
commitments in advance, communicate their com-
mitments to governments in a timely manner, and 
disburse funds predictably. This gives the partner 
country the most accurate picture possible of avail-
able development resources—and increases its 
chances of producing a realistic development budget.  

TAKING THE RECIPIENT’S POINT OF VIEW

CABRI argues persuasively that recipients need to 
assert greater control of this agenda.1 Using country 
systems is a means for improving development  
effectiveness, not an end of its own. Rather than 
blindly pursuing the Paris Declaration indicators, 
developing countries need to assess the benefits and 
risks of integrating aid at various levels, and come up 
with an approach that matches their interests, capac-
ities and goals for reform. They may well find that 
efforts to put aid on plan and on budget deliver the 
most immediate benefits, by increasing their capacity 
to set their own development priorities and manage 
their resources accordingly. 
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But recipients also need to be clear about the risks. 
First, a high proportion of aid is still fragmented into 
too many small projects—often a result of a lack of 
selectivity by donors. The costs of integrating small-
scale aid into the budget may outweigh the benefits. 
Second, aid remains a volatile source of revenue, 
with donors frequently failing to disburse on schedule 
(usually because of over-optimistic implementation 
plans). Putting unreliable aid on budget risks under-
mining the credibility of the budgeting process. 

Finally, there is a potential clash of accountability. 
Where governments bring aid onto the budget, they 
make themselves accountable to parliament and the 
public for the delivery and effectiveness of that aid. 
But they can only be held accountable for resources 
they actually control. Ultimately, it is a question of 
whether donors are willing to hand over responsibility.

African countries should also acknowledge that 
there are various incentives at play within their own 
administrations, not all of which support the greater 
use of country systems. While ministries of finance 
may be in favour of bringing aid onto the budget, line 

ministries may be reluctant to lose the discretion to 
negotiate assistance directly with donors. Where 
national resources are tied up with salaries and other 
fixed costs, keeping aid outside the national budget 
may provide line ministries with their only source of 
flexibility for new initiatives. These interests must be 
considered in the reform process.

QUESTIONS FOR DEBATE

n� �What benefits could African countries gain from 
the greater use of country systems? What would 
a recipient’s perspective on this agenda look like?

n� �Are donors setting the bar too high on the use of 
country systems?

n� �What has been Africa’s experience with 
integrating aid into national budgets?  
Do the benefits outweigh the risks?

RELATED TOPICS

n� �Capacity development for strengthening country 
systems

n� �Peer assessment systems and mechanisms

DIMENSIONS OF PUTTING AID ON THE BUDGET

ON PLAN Programme and project aid is integrated into spending agencies’ strategic 
planning and budget submissions.

ON BUDGET External financing, including programme and project financing, and its intended 
use, are reported in budget documentation..

ON PARLIAMENT  
(OR “THROUGH BUDGET”)

External financing is included in the revenue and appropriations approved  
by parliament.

ON TREASURY External financing is disbursed into the government’s main revenue funds and 
is managed through government systems.

ON ACCOUNTING External financing is recorded and accounted for in the government’s 
accounting system, as per the government’s classification system.

ON AUDIT External financing is audited by the government’s auditing system.

ON REPORT External financing is included in ex post reports by government.

Source: CABRI/SPA Putting Aid on Budget Study
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REGIONALISM IS BACK ON THE AGENDA

The impact of globalisation on Africa over the past 
decade has given rise to a strong reaffirmation of 
the need to press forward with regional economic 
integration. So far, the aid effectiveness agenda has 
focused solely on bilateral aid relationships. Is it time 
to start looking at the regional dimensions of aid 
effectiveness?

Regional integration has been at the heart of Africa’s 
political agenda since independence. With its low 
population density, wide geographic spread and low 
levels of urbanisation, Africa has always recognised 
integration as key to building economies of scale 
and making the continent internationally competi-
tive. As the 2009 World Development Report argues, 
regional integration can help overcome geographical 
challenges by concentrating economic activity and 
increasing access to global markets.1  

But regional integration is by no means easy to imple-
ment. Many early initiatives foundered in the face of 
difficult initial conditions, import-substitution policies 
that worked against integration and the inevitable 
preoccupation of newly independent states with 
establishing national policies and institutions. 

Since the 1990s, however, regional integration has 
regained momentum. The 1991 Abuja Treaty set out 
a commitment to a continent-wide African Economic 
Community by 2027, with existing regional economic 
communities (RECs) acting as the building blocks. 
Donors also pledged to support regional integration 
efforts. 

But the mechanics of supporting regional initiatives 
are not always clear. To what extent do the Paris and 
Accra principles offer a way forward? And how can 
the aid effectiveness agenda be adapted to better 
promote regional initiatives?

REGIONAL DIMENSIONS OF AID EFFECTIVENESS
ROUNDTABLE NO. 4

1 World Bank. 2008. World Development Report 2009: Reshaping Economic Geography. Washington, DC.

WHAT DOES  
REGIONAL INTEGRATION ENTAIL?

Regional integration is a complex process, often  
represented as having three dimensions:

1.   Hard infrastructure: Developing regional transport, 
energy and telecommunications networks and 
setting in place the institutional arrangements for 
their management and maintenance.

2.  Soft infrastructure: Removing intangible barriers 
to the free movement of goods, services, 
capital and labour, and creating the institutional 
frameworks necessary to integrate markets.  
This includes dismantling trade barriers, 
harmonising policies to promote intra-regional 
trade and investment, creating institutions to 
manage trans-boundary markets and improving 
the regional business environment.

3.  Regional public goods: Establishing common 
arrangements for managing shared resources 
like water, and financing joint investments 
in agricultural productivity, climate change 
adaptation, the cross-border dimensions of major 
health issues, labour migration and other areas 
that benefit the region as a whole.

While regional integration can deliver widespread 
economic benefits over the longer term, in the 
short run it inevitably produces winners and losers. 
Regionalism drives economic growth by shifting 
resources (and therefore jobs) from lower to higher 
productivity areas. Resources tend to flow towards 
existing clusters of economic activity, leaving eco-
nomically disadvantaged areas to fall further behind. 
There is a strong case for financial assistance to help 
households and firms manage the transition process 
and enable lagging regions to catch up. 
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Regional integration therefore usually involves soli-
darity measures to transfer resources from those who 
benefit the most to those who risk being left behind. 
By way of comparison, the European Union spends 
35% of its budget (around €50 billion per annum) 
on Structural Funds and Cohesion Funds to help its 
poorest regions meet the costs of adjusting to the 
single market.2 This dimension of regionalism is both 
technically and politically challenging. 

Clearly, implementing the regional integration agenda 
also requires new institutional arrangements—
notably, harmonising the policies and practices of 
national institutions and strengthening RECs. 

WHO IS INVESTING  
IN REGIONAL INTEGRATION?

Regional integration in Africa is being taken forward 
by more than 30 RECs, of which eight are recognised 
by the African Union. In accordance with the principle 
of variable geometry, each REC determines the pace 
and sequencing of its activities. These activities are 
brought into a common framework by the African 
Union’s Minimum Integration Programme (May 2009), 
which identifies overall priorities and establishes 
monitoring and evaluation processes. 

RECs are also increasingly working together to 
harmonise their efforts. In October 2008, heads 
of the 26 member states of the three Eastern and 
Southern African RECs—the Common Market for 
Eastern and Southern Africa (COMESA), the East 
African Community (EAC) and the Southern Africa 
Development Community (SADC)—met in Kampala 
to agree on a process of cooperation and harmonisa-
tion. They established a Tripartite Task Force3 to work 
together on trade and customs, infrastructure devel-
opment and other areas, with a view to eventually  
merging their RECs. 

Financing regional integration presents complex 
challenges. So far, the major sources of funding for 
Africa’s integration institutions and programmes are 
as follows:
 i) assessed contributions by member states; 
 ii) self-financing mechanisms; 
 iii)  limited income-generating activities by RECs; 
 iv)  grants from regional and subregional financial 

institutions; 
 v)  cross-border investments from member 

countries, including foreign direct investment; 
and

 vi) development assistance. 

Each source of funds has limitations. Furthermore, 
regional integration has not yet been mainstreamed 
into national development programmes. As a result, it 
is often neglected by donors, who focus on national 
development priorities in accordance with the Paris 
principle of alignment. And the difficulty of sharing 
responsibilities among multiple stakeholders can 
make loans for regional projects hard to obtain. 

2 http://europa.eu/scadplus/glossary/structural_cohesion_fund_en.htm. 
3 http://www.eac.int/tripartite-summit.html/

RAW FACTS ON INTEGRATION IN AFRICA

n� �Africa has more countries and lower population 
densities than any other developing region.  
Africa counts 19 countries with fewer than  
5 million people.

n� �Average transport costs in Africa are two to three 
times higher than in other parts of the world, 
including Brazil and China.

n� �The average waiting time at major African ports 
(Dar es Salaam; Mombasa) is 23-26 days, 
compared to 3-5 days at other major world ports.

n� �Infrastructure deficits are estimated to lower the 
productivity of African firms by 40%.

n� �On average, African countries trade just 10% of 
their goods with each other, compared to 65% of 
European goods traded within Europe.

n� �Intra-African foreign direct investment is only 
13% of total foreign direct investment to Africa, 
compared to 30% in South East Asia.
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At a Joining Up Africa conference in London in 
March 2010, the African Development Bank (AfDB), 
the World Bank, the European Commission, the 
World Trade Organization and the United Kingdom’s 
Department for International Development pledged 
to increase their support for regional integration. 
However, for them to do so, new financing mecha-
nisms will have to be found. The Programme for 
Infrastructure Development in Africa (PIDA),4 led 
by the African Union and executed by the AfDB, is 
currently undertaking extensive analytical work to 
recommend the institutional arrangements, legal 
frameworks and financing mechanisms required to 
scale up investments in regional energy, transport 
and information communication and technology 
infrastructure networks.  

WHY ARE INVESTMENTS IN REGIONAL 
INTEGRATION SO CHALLENGING?

While Africa has experienced important successes 
in regional integration (see box on previous page), 
the scale of investment has not been sufficient to 
boost Africa’s development to the extent expected. 
Infrastructure networks remain poorly developed, 
even within RECs. While trade has been liberalised at 
a formal level, in many cases, the volume of trade has 
not yet appreciably increased. Intra-regional trade as 
a proportion of all trade remains much lower in Africa 
than in Asia or Latin America. 

If we are to promote more effective investments in 
regional integration, we need to understand some of 
the challenges involved. Studies have highlighted a 
number of difficulties. 

1.  Translating regional commitments into action 
at the national level has proven problematic. 
Regional plans are not aligned closely enough 
to national interests:  this works against effective 
implementation. Inconsistencies between  
regional initiatives and national policies are not 
being addressed. 

2.  There are limits to RECs’ financial, institutional 
and technical capacity to lead the development 
and implementation of regional initiatives. The 
relations and lines of responsibility between RECs 
and national authorities are often unclear. RECs 
themselves are complex institutions with many 
layers of governance and many stakeholders to 
satisfy. This makes it difficult for them to formulate 
clear plans and coherent initiatives. 

3.  The modalities for implementing regional  
projects are cumbersome. Different countries 
have different procurement and financial 
management systems. Donors are more used to 
dealing with national authorities than with RECs.  
They can usually provide grants but not loans to 
the regional body, which limits financing options. 

4.  Perhaps most difficult of all is the absence of 
effective cost- and burden-sharing arrangements. 
National governments may be reluctant to 
contribute to regional projects if they are 
uncertain of the benefits, if they believe that other 
countries will receive greater benefit, or if they are 
uncertain as to whether other countries will meet 
their commitments. COMESA has established its 
Fund Adjustment Facility, but for the most part, 
burden-sharing mechanisms for the costs of 
transition are still lacking. 

4 http://www.afdb.org/en/topics-sectors/initiatives-partnerships/programme-for-infrastructure-development-in-africa-pida/. 

ACHIEVEMENTS IN REGIONAL INTEGRATION SO FAR

CEMAC Monetary and customs union; harmonised competition and business regulation framework; progress 
towards macroeconomic convergence

COMESA Common rules of origin; simplified customs procedures; elimination of non-tariff barriers; removal of 
foreign exchange restrictions and import/export quotas

SADC Harmonised policies for taxation, investment, the stock exchange and insurance; progress towards 
macroeconomic convergence; regional power pool

ECOWAS Removal of tariffs on raw materials; customs unions; harmonised business regulatory framework; 
some macroeconomic convergence
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PARIS PRINCIPLE COMMITMENTS ON THE REGIONAL DIMENSION

OWNERSHIP  Deepen the national political commitment to regional integration by increasing the 
promotion of regional integration domestically

Invest in more analytical work and media discussion on regional integration

 Increase the private sector’s involvement in designing regional initiatives to ensure they 
are relevant and well targeted

 Where efficiency requires it, encourage national governments to delegate authority to 
regional economic communities (RECs)

 Invest in building RECs’ leadership capacity at the policy, technical and  
implementation levels

ALIGNMENT Align regional and national development strategies and make them complementary

 Develop prioritised and costed strategies for regional development to which donors  
can align. To attract donor funds, these strategies need a clear pro-poor orientation  
(e.g., ECOWAS Common Regional Poverty Reduction Strategy Paper)

Develop new funding modalities to support regional initiatives

 Investigate establishing flexible funds that RECs and their member states can tap for  
regional initiatives

 Better align regional integration policies (“soft” infrastructure) and capital investments  
(“hard” infrastructure)

HARMONISATION  RECs: harmonise with each other with the common goal of building an African economic 
community. RECs to begin harmonising trade regimes, to facilitate the eventual merger 
of free-trade zones

 RECs: standardise project funding and implementation modalities, to make it easier to 
partner with each other and mobilise donor support

 RECs: broker agreement on simplifying and harmonising country systems for 
managing major investment projects—e.g., through a harmonised rule book for regional 
investments

 Donors: work on a joint funding mechanism for large regional investment projects

MANAGING  
FOR RESULTS

 Invest more in monitoring and evaluation (M&E) systems for regional projects— 
for example, to measure the results of regional transport corridors

Better coordinate M&E across member states

Increase the private sector’s involvement in assessments

 Widen the dissemination of information about results, to build support for regional 
integration

ACCOUNTABILITY  Develop mechanisms to secure credible commitments to regional integration processes. 
For example:  

n�  countries could put their regional commitments in treaty form, with binding 
arbitration procedures

n�  national governments could make multiparty commitments to regional strategies 
and policies

n�  RECs could develop regular mutual assessment processes and publish them widely 
in participating countries

n  RECs could peer review each other, to help exchange lessons and experiences
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AN AGENDA  
FOR EFFECTIVE REGIONALISM?

Clearly, investing in regional integration presents 
unique challenges and calls for innovations in 
financing mechanisms and approaches. Would it 
help to extend the aid effectiveness agenda to cover 
the regional dimension? If so, are the Paris principles 
adequate to the task, or are new principles required?

The table on the proceding page is a first attempt to 
sketch out the regional dimensions of aid effective-
ness. It shows how each Paris principle might trans-
late into specific commitments at the regional level. 

Some of the principles required for effective region-
alism do not figure in the Paris Declaration but could 
become part of the agenda in the future. For example:

�  Burden sharing
Parties commit to sharing adjustment costs 
equitably, in the pursuit of common long-term 
benefits.

� Cohesion
  The parties commit to channelling additional 

development resources into the poorest areas,  
so that integration does not cause them to fall 
further behind.

�  Variable geometry
Each country and region integrates at its own 
pace, rather than at the pace of the slowest 
among them.

�  Subsidiarity
Functions are assigned to the lowest institutional 
level that can manage them efficiently, taking  
into consideration capacity constraints at the  
different levels.

QUESTIONS FOR DEBATE

n   What, if anything, can the aid effectiveness 
agenda offer regional integration? Should Africa 
go into HLF-4 with an agenda for more effective 
support for regional integration?

n  How should regional commitments be reflected 
in national development strategies?  
How can donors align at both the national and 
the regional level?

n  What is the most effective way of managing 
regional projects with multiple stakeholders? 
Should REC member states harmonise their 
systems and procedures for public investment 
management?

n  What kind of funding instruments will be needed 
to scale up regional investments in the future?
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BEYOND AID DEPENDENCE

The job of development assistance is to do itself out 
of a job. When we look 20 or 30 years down the road, 
we hope to see African states that have outgrown 
their dependence on aid and are funding their con-
tinuing development from their own resources and 
their growing attractiveness to global financial flows. 

From time to time, development aid comes under 
fire for its unintended consequences in low-income 
countries. One of the risks is that aid disincentivises 
the mobilisation of domestic resources and crowds 
out other sources of development finance, thereby 
fostering dependence. 

This does not imply a judgement as to which source 
of development finance is most effective. However, it 
is clear that aid is likely to be more effective if it mini-
mises dependency by supporting alternative sources 
of development finance. NEPAD’s 2001 founding 
statement urged a balance of funding, with domestic 
savings and improvements in the collection of public 
revenues supplemented by official development 
assistance (ODA), debt relief and private capital. 

So far, the subject of reducing aid dependency has 
been absent from the aid effectiveness debate. 
Implementation of the Paris Declaration has tended 
to focus rather narrowly on the mechanics of aid 
delivery. In the lead-up to HLF-4, there is a clear 
interest in broadening the agenda. Should African 
countries enter the debate with an agenda for ending 
aid dependency? 

This paper briefly reviews current thinking on alterna-
tive sources of development finance, and considers 
what an agenda for ending dependency might look 
like in practice. 

MOBILISING DOMESTIC REVENUES

A point on which there is broad agreement is that 
improving the mobilisation of domestic resources is 
fundamental to meeting Africa’s development chal-
lenges. In 2008, combined fiscal revenues in Africa 
reached US$400 billion—over 10 times the total 
volume of ODA flowing to the continent. Yet while 
Africa’s resource mobilisation has clearly improved 
over the last decade, it still lags well behind other 
regions. This represents a major pool of untapped 
resources for development.

There are sound arguments in favour of preferring 
domestic resources to development aid. Financing 
development from a country’s own economic growth 
creates a virtuous circle that boosts demand for 
effective development policies and increases the 
state’s capacity to deliver them. It can also transform 
the relationship between a state and its citizens in 
fundamental ways. Taxing uncooperative citizens is 
a laborious and ultimately not very profitable activity. 
To increase tax revenues, governments need to build 
their fiscal legitimacy, persuading citizens that taxes 
are being used for the public good. Many analysts 
believe that this implicit bargain between the state 
and taxpayers is fundamental to the consolidation of 
democracy. It has the potential to engage society as 
genuine stakeholders in the development process. 

Across Africa, better revenue performance over the 
past decade has come about through a range of initia-
tives, including the introduction of new taxes, rational-
ised tariffs, reformed incentive structures, reductions 
in subsidies and stronger tax offices. In Ghana, for 
example, government revenue as a share of GDP has 
increased at an average rate of 4% per annum over 
the past two decades.1 Morocco has succeeded in 
broadening its tax base to bring in new sectors like 
construction, banking and telecoms, resulting in a 
10% increase in the share of direct taxation.2  

FUNDING DEVELOPMENT SUSTAINABLY: 
GROWING OUT OF AID  
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1   Ernest Aryeetey. 2009. The Global Financial Crisis and Domestic Resource Mobilization in Africa. July: African Development 
Bank Group Working Paper No. 101.

2  OECD Position Paper. 2010. Taxation in Africa: The Path to Economic Independence. May: p.3.
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But there is still considerable variation across the 
continent. In part, revenue performance is deter-
mined by structural factors like per capita income, 
trade levels and the shares of agriculture and mining 
in the national economy. But the tax systems in many 
African countries are also overly complex. Multiple 
exemptions introduced for the benefit of larger busi-
nesses narrow the tax base, creating loopholes and 
adding to the public perception that the system is 
unfair. The more complex the rules, the lower the 
transparency and the greater the discretion left to tax 
officials, which increases collection costs and the risk 
of corruption. 

African countries are usually advised to lower their 
personal and corporate tax rates while reducing 
exemptions and preferences. They are also advised 
to make long-term investments in strengthening 
their tax administrations. Beyond that, they need to 
improve the efficiency of public expenditure and the 
integrity of budget execution, to convince the public 
that paying tax is legitimate and worthwhile. 

Action should also be taken by the international com-
munity. Companies based in OECD countries, par-
ticularly in the extractive industries, have extensive 
means of evading tax on their foreign operations. Part 
of the solution lies in stronger regulation in the home 
country—for example, through accounting stand-
ards and stock exchange listing rules. Furthermore, 
only 2% of all technical cooperation in Africa goes to 
public financial management, and of that only a small 
proportion to tax administration.3 More assistance in 
this area could produce an important multiplier effect. 

TRADE AS AN ENGINE OF GROWTH

Trade can be a powerful engine for economic growth. 
No country in the world has escaped from low-income 
status without increasing trade with its region and 
the global economy. Among its many benefits, trade 
facilitates the transfer of resources from less to more 
productive uses, making the economy more efficient 
and competitive. In Africa, trade has the potential to 
expand the industrial sector and create opportunities 
for Africa’s growing young population. 

But poor countries can find it challenging to harness 
the benefits of trade. Most African economies are not 
well diversified and are therefore vulnerable to trade-
related shocks, particularly falling commodity prices. 
Many have encountered supply-side constraints that 
prevent the economy from responding to more liberal 
trade regimes. Poor infrastructure, an unfriendly busi-
ness environment and poorly designed trade policies 
can all stand in the way of a domestic investment 
response. 

Even where trade expands, the benefits are often 
shared unequally. Trade generates winners and 
losers by reallocating resources from less to more 
efficient companies and industries. This is a messy 
process, and is never entirely fair. Governments need 
to help the losers through the transition process, or 
risk a backlash that can make trade reforms politically 
unsustainable. 

In particular, measures are required to ensure that 
liberalising trade benefits the poor. The causal links 
between trade and poverty are complex and seem to 
vary by country context. Many barriers can prevent the 
poor from participating in trade: from inadequate rural 
infrastructure to inefficient agricultural markets and 
a lack of small-scale finance. When designing their 
trade policies, governments must begin by identifying 
who the poor are, where they live, how they earn their 
livelihoods and what practical constraints they face 
when trying to participate in national economic life. 
Only then can tailored solutions be found. 

3  Ibid., p. 3.



25

ROUNDTABLE NO. 5  
FUNDING DEVELOPMENT SUSTAINABLY:  

GROWING OUT OF AID 

At the Ministerial Conference in Hong Kong in 
December 2005, the World Trade Organization 
launched the Aid for Trade initiative designed to help 
developing countries enjoy the benefits of expanded 
global trade. Aid for Trade cooperates closely 
with various international organisations through its 
Advisory Group. It encourages developing countries 
to prioritise trade measures in their national develop-
ment strategies, and donors to increase their support 
for trade-related investments. The initiative has helped 
place a range of trade-related development activities 
within a stronger conceptual and policy framework. 
Attention has focused on four types of policy meas-
ures: increasing trade volumes, diversifying exports, 
maximising links with the domestic/non-tradable 
economy and increasing adjustment capacity. 

Aid can help develop trade in a number of ways. It 
can encourage the development of trade finance 
and facilitate the transfer of skills between the donor 
country and African enterprises. It can help partner 
countries rebalance their tax system away from 
trade-related to domestic taxes, and design and 
finance support for the adjustment process. It can 
also assist with the key issue of policy coherence, as 
trade reforms are most likely to be successful if they 
are part of a broader reform package that addresses 
infrastructure, the financial sector and the business 
environment. 

TAPPING THE INTERNATIONAL MARKETS

In 2007, Dambisa Moyo famously advised African 
countries to wean themselves off aid and turn to the 
international financial markets.4 At the time, African 
countries had just made their first forays into the 
international bond markets since the mid-1990s. In 
September 2007, Ghana issued a 10-year, US$750 
million bond, followed a month later by Gabon with 
a US$1 billion bond. With reportedly strong demand 
in the international markets for African sovereign 
debt, Angola, Côte d’Ivoire, Kenya, Morocco, Nigeria 
and the Seychelles were all reported to be planning  
bond issues.

The global financial crisis put these plans on hold. 
Private capital flows to developing countries plum-
meted from US$929 billion in 2007 to US$466 billion 
in 2008, and again to US$200 billion in 2009.5 But 
some resource-rich countries are already planning a 
return to the bond markets. Nigeria has a US$500 
million global bond issue planned for November 
2010, to fund major economic infrastructure. And 
Angola has received a debut B+ credit rating on the 
back of stronger oil prices, in preparation for its first 
bond issue.

But there are limitations to what the international 
capital markets can offer. The international markets 
are still ill-informed about Sub-Saharan Africa, making 
them reluctant to invest. Furthermore, the costs of 
raising funds through bond issues are significantly 
higher than the borrowing terms offered by the multi-
lateral development banks.

DEVELOPING DOMESTIC CAPITAL MARKETS

The private sector is now the main driver of capital 
formation in most African countries. Private resource 
flows from both foreign direct investment and 
domestic capital markets were instrumental to 
Africa’s improved growth through the 2000s. Of 
these, domestic capital finance is potentially much 
more significant, as well as less volatile, than either 
foreign direct investment or aid. 

With the exception of South Africa, domestic capital 
markets in Sub-Saharan Africa remain underdevel-
oped, and capital flight is a continuing problem. Yet 
there are many encouraging signs. Africa’s banking 
sector has grown rapidly over the past decade, out-
pacing gross domestic product in many countries. 
Sub-Saharan banks held assets of US$669 billion in 
2008: this compares favourably to emerging markets 
like Russia (US$995 billion).6 

4  Dambisa Moyo. 2009. Dead Aid: Why Aid Is Not Working and How There Is Another Way for Africa. London: Allen Lane.
5   Navin Girishankar. 2009. Innovating Development Finance: From Financing Sources to Financial Solutions. June: 

CFP Working Paper Series No. 1.

6  McKinsey. 2010. McKinsey Quarterly. June: p. 5
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Financial reforms have been key to this growth. For 
example, reforms in Nigeria promoted swift con-
solidation of the banking sector, with the number of 
banks dropping from 89 to 25 between 2004 and 
2006. This drove down costs, allowing the larger 
banks to expand their services to a larger portion of 
the population and harness the growth potential of 
the retail market. As a result, banking assets grew by 
around 60% per year over a five-year period. 

African banks now face several key frontiers. They 
need to bring the unbanked into the financial system 
by offering innovative and cost-effective services. 
Many observers are excited by the potential of mobile 
phone technology to improve access to financial 
services. Banks must also serve the needs of Africa’s 
growing consumer class. According to some esti-
mates, Africa will count over 100 million households 
with incomes over US$5,000 by 2014.7 A banking 
sector that channels the savings of these households 
into the productive sector will be critical to Africa’s 
long-term growth.

The reforms that African countries need to implement 
to unlock this potential have been analysed extensively.  
They include:

n� �stronger infrastructure for financial institutions, 
including payment systems, credit bureaux, 
collateral registries and systems to facilitate cross-
border transactions at the regional level;

n� �a better legal, regulatory and judicial environment, 
with specialised commercial courts and 
arbitration systems, together with the political will 
to ensure that laws are enforced;

n� �a shift in the role of government from provider of 
financial services to effective regulator, able to 
boost competition by breaking up monopolies 
and removing barriers to entry for both foreign 
and local investors; and

n� �new, bottom-up financial products, particularly 
for the agricultural sector, to smooth the 
production cycle and manage risk, together with 
programmes to improve citizens’ financial literacy. 

MICROFINANCE FOR  
BOTTOM-UP DEVELOPMENT 

For any low-income country, growth depends upon 
tapping the entrepreneurial energy of ordinary citi-
zens. There is no shortage of entrepreneurship in 
Africa. With formal employment limited in scope, the 
poor engage in a wide range of entrepreneurial activi-
ties to survive. However, without capital behind them, 
they are forced into such low value-added activities 
that they have no surplus to reinvest in creating profit-
able businesses. 

In recent decades, microfinance has emerged as 
one of the most promising strategies for helping 
the poor break out of the poverty trap. Microcredit 
schemes target citizens who are not yet bankable—
that is, they have no collateral, no formal employment 
and no verifiable credit history to enable them to 
access commercial banking services. Microcredit 
provides poor households with small loans for self-
employment and micro-business activities, giving 
them the means to smooth over irregular income, 
weather shocks and expand their productive activities.  

INNOVATING WITH OFFICIAL AID FLOWS

In recent years, donors have been innovating with new 
ways of delivering official development assistance (ODA) 
so as to catalyse, rather than displace, private-sector 
investments in development. In major capital invest-
ment projects, aid can be provided in such a way as to 
mitigate risks or improve the terms for private investors. 
For example, risk-mitigation instruments such as partial 
risk guarantees attract private finance by protecting 
investors from the risk that governments will default 
on their contractual obligations. Partial credit guaran-
tees enable governments to borrow from the financial 
markets on more favourable terms. Instruments such 
as these can complement traditional ODA loans and 
grants. Analysts believe that there is extensive scope to 
improve the packaging of risk mitigation mechanisms 
with standard ODA operations.

7  Ibid.: p. 6.
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Studies have shown that microfinance not only 
boosts household income, but offers additional 
benefits for borrowers and their families, including 
greater food security, better housing and more use 
of education services.8  Individuals who take on the 
discipline of repaying a loan also obtain a practical 
lesson in financial discipline, and the confidence and 
self-respect that comes from managing their finances 
effectively.

Experience has shown that financial service providers 
are able to operate profitably at the small end of the 
market. Loans are typically provided by intermediary 
organisations situated between a major financial 
entity, such as a private bank or donor, and the bor-
rower. These intermediaries may be small, community 
operations that receive support from a commercial 
bank in the form of a risk-sharing arrangement. The 
funds they generate are then recycled for further 
lending, multiplying the efficiency of development 
resources. 

This form of intermediation has proved remarkably 
profitable. The compound annual growth rate of the 
world’s leading microfinance providers over the last 
five years has been 15%, making them nearly twice as 
profitable as the world’s leading commercial banks.9 

Aid can help increase the scale and the quality of 
microfinance services. For this to take place, inno-
vative forms of risk sharing between donors and 
financial intermediaries are needed. Support is also 
needed to expand the range of microfinance-related 
services, such as micro-insurance products for small 
agricultural producers and capacity-building support 
for entrepreneurs. Such support should be designed 
with care, to avoiding supplanting private sector 
involvement or providing an open-ended subsidy that 
might undermine long-term sustainability. 

AN AGENDA FOR  
ENDING AID DEPENDENCE?

Should African countries go to the High Level Forum 
in Busan with an agenda for ending aid depend-
ence? This would not be about phasing out, or even 
reducing, aid flows. ODA will remain a necessary 
part of Africa’s development for some time to come. 
Rather, it is about trying to alleviate some of the dis-
torting effects of aid dependence and increasing 
Africa’s ownership of its development. 

Dependence-avoidant aid would have a number of 
features. First, assistance would shift towards areas 
that help mobilise alternative sources of develop-
ment finance—including domestic revenue-raising, 
trade, capital market development and microfinance. 
Second, aid activities would be limited in time and 
avoid crowding out other players. Though simply 
stated, these changes would involve a profound 
rethink of what aid should be spent on, and how it 
should be delivered. 

QUESTIONS FOR DEBATE

n� �Should aid be designed to do itself out 
of a job by fostering alternative sources of 
development finance? 

n� �What would be priority investments for reducing 
aid dependence? What are the implications for 
the design of assistance programmes? 

n� �What should African countries and donors be 
doing to strengthen domestic revenue collection? 
What can be done to improve the legitimacy of 
tax systems and citizens’ willingness to pay tax?

n� �How can aid help African countries benefit from 
the expansion of global trade? 

n� �What is the comparative advantage of fundraising 
on the international financial markets, compared 
to receiving official aid?

n� �How could we better use official development 
assistance to leverage private sector investments 
in development? What kinds of innovative financing 
mechanisms have proved most effective? 

8   Nathaniel Goldberg. 2005. Measuring the Impact of Microfinance: Taking Stock of What We Know. December: Grameen 
Foundation USA.

9  See analysis by the Consultative Group to Assist the Poor (www.cgap.org). 
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TRANSFORMATIONS  
IN GLOBAL DEVELOPMENT 

The centre of gravity of the global economy is shifting. 
Over the past two decades, some two billion people 
have joined the market economy. Three hundred 
million fewer people were living in poverty in the mid-
2000s than were living in poverty at the beginning of 
the decade. And global GDP growth is being increas-
ingly driven by emerging economies, with China and 
India growing at three to four times the OECD average. 

The implications for Africa and its development are 
profound. In 2008, emerging economies held US$4.2 
trillion in foreign currency reserves—more than one 
and a half times the holdings of OECD countries. 
Even as the global financial crisis was plunging the 
Western world into debt, foreign direct investment 
from emerging economies accelerated, providing 
a counter-cyclical balance and causing the large 
emerging economies to become net creditors in 
search of new markets in which to invest their cash. 
China has now acquired an investment stock of more 
than US$1 trillion in developing countries, while the 
other BRICs1 and countries like Chile and Malaysia 
have also become active investors. The growth of 
emerging economies has boosted the demand for 
commodities, especially fossil fuels and metals, to 
the benefit of resource-rich countries in Africa and 
elsewhere.

The result of these transformations is that South-
South trade now represents 37% of global trade and 
is increasing 11 times as fast. Today, Asia receives 
27% of Africa’s exports, on a par with the European 
Union and the United States, and its exports to Africa 
are growing 18% per year. Non-OECD countries are 
also increasingly important providers of develop-
ment assistance, accounting for 12% of the aid flows 
reported to the OECD.

These changes mean that Africa now looks towards a 
future in which official development assistance (ODA) 
from OECD countries is just part of the resource pool 
available for financing Africa’s development. But this is 
uncharted territory. Traditional aid is a known quantity 
with its own rules and principles, however imperfect. 
What rules of engagement should govern Africa’s 
new development partnerships with the BRICs?

A PROMISE—OR A THREAT? 

Few contemporary development topics trigger such 
clashing interpretations as the growing role of the 
BRICs in Africa. 

Some traditional donors have met the BRICs’ rise as 
major players in Africa’s development with conster-
nation. The BRICs are not regular participants in the 
OECD-DAC donor architecture, and they offer very 
different thinking on aid and development. Some 
Western donors are concerned that the BRICs are 
blurring the boundaries between aid and commercial 
investment, undermining the hard-won consensus  
that aid should be devoted exclusively to reducing 
poverty. Ready access to development finance from 

1   The BRICs are the largest emerging economies: Brazil, Russia, India and China. South Africa is often included in the group, but 
is not covered in this paper.

The international aid architecture refers to 
the norms and institutions that govern official 
development assistance (ODA), including:

n�  institutions and mechanisms for channelling 
aid (reportedly, more than 1,000 mechanisms 
exist internationally);

n�  the types, modalities and terms of aid 
provision, including how ODA is defined; and

n� �the rules and standards that govern 
the provision of ODA, such as the Paris 
Declaration, and the processes and 
mechanisms through which they are agreed.
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the BRICs might undermine the influence of Western 
donors, making it harder for them to advance their 
policy agendas in areas like macroeconomic man-
agement and good governance. Also, the BRICs’ “no-
strings-attached” approach could make finance from 
the multilateral development banks, with its costly 
social and environmental safeguards, less attractive. 
Some donors have charged that the BRICs’ eager-
ness to lend to Africa is free-riding on HIPC debt 
relief.2 And global human rights advocates fear that 
the BRICs’ policy of non-interference in the sovereign 
affairs of partner countries is a mere cover for their 
willingness to do business with unsavoury regimes.

But others view emerging donors in very different 
terms. In exchange for helping Africa meet its enor-
mous infrastructure needs, the BRICs gain access 
to natural resources and new markets for their good 
and services. Many see this as an honest bargain, 
free of the paternalism that has dogged Western 
development assistance. Furthermore, as many 
Western donors shift the balance of their assistance 
into “softer” areas (the social sectors), China in par-
ticular has chosen to focus on hard infrastructure, 
filling an important gap. The availability of alternative 
sources of finance has increased Africa’s bargaining 
power with the international financial institutions, 
giving Africa more room to manoeuvre on terms and 
conditions. And some African commentators have 
not failed to notice a whiff of hypocrisy on the part of 
Western donors, which for most of their long history 
in Africa were happy to use aid for commercial and 
political purposes. 

A DIFFERENT DEVELOPMENT MODEL

The controversy is fed by the fact that relatively little is 
known about the true nature and extent of the BRICs’ 
engagement in Africa. Not all the BRICs report their 
aid flows to the OECD. Furthermore, ODA is only one 
part of the BRICs’ engagement on the continent. 

China, for example, has had an aid program in Africa 
since the 1950s, with Egypt its first recipient in 1956. 
China’s grants and zero-interest loans are now 
spread widely across the continent, going to all coun-
tries with which it has diplomatic ties. Its concessional 
lending goes either to more creditworthy countries or 
to bankable projects.3  

The volume of China’s ODA is difficult to quantify. 
Contrary to OECD practice, China includes military 
assistance and finance for joint ventures in its aid 
figures, while excluding debt relief and scholarships 
for African students studying in China. Nonetheless, 
the ODA component of China’s assistance is gener-
ally thought to be fairly modest. Some official Chinese 
government statistics put China’s total global aid at 
between US$1 and $2 billion per annum, making it a 
medium-sized donor on a par with Australia, Belgium 
or Denmark.4 

But ODA is not the main vehicle through which China 
engages in Africa. The big money comes in the 
form of subsidised credits from China’s Eximbank, a 
“policy bank”5 active in China’s own industrial devel-
opment. These credits promote the export of Chinese 
goods and services and are therefore not ODA. They 
finance the purchase of major Chinese goods—for 
example, Zambia’s purchase of commercial aero-
planes and Nigeria’s purchase of a satellite—and the 
construction of facilities like government buildings, 
through simple turnkey projects. Some projects fund 
the commercial development of natural resources in 
Africa by Chinese companies, with the loans repaid in 
kind from the resources thus developed. The funds 
are often paid directly to Chinese companies, never 
entering the recipient country. 

2   HIPC is the Highly Indebted Poor Countries Initiative launched in 1996 by the IMF and the World Bank. The HIPC has provided 
debt relief of around US$72 billion to 36 of the world’s poorest countries, 30 of which are in Africa. 

3   Deborah Brautigam. 2010. China, Africa and the International Aid Architecture. April: African Development Bank Group Working 
Paper Series No. 107.

4   Thomas Lum et al. 2009. China’s Foreign Aid Activities in Africa, Latin America, and Southeast Asia. February: Congressional 
Research Service, p. 3.

5   China’s policy banks are vehicles for China’s own industrialisation. They operate with a different risk model than commercial 
banks, and answer to China’s political leadership for their contribution to national development.
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Most controversial of all are major infrastructure 
projects for which repayment is secured against 
natural resources. Critics fear that these projects 
give China long-term rights over Africa’s resources 
on very advantageous terms. For example, several 
of China’s loans to Angola for the reconstruction of 
war-torn infrastructure are secured against future oil 
flows. In 2008, China signed a barter agreement with 
the Democratic Republic of Congo to construct infra-
structure worth US$6 billion in exchange for copper 
and cobalt mining concessions. Deals of this kind are 
obviously very attractive to resource-rich but cash-
poor countries, because they give them immediate 
finance for infrastructure development despite the 
long lead times involved in commercialising their 
natural resources. However, the full economic, legal 
and financial implications of these agreements can be 
almost impossible to assess.

THE PROS AND CONS FOR AFRICA

The use of export credits demonstrates the BRICs’ 
interest in using their financial resources to open Africa 
up as a market for their goods and services. They are 
controversial in part because OECD countries have 
a voluntary agreement6 not to provide concessional 
export credits to commercially viable projects or to 
countries with more than a certain level of income. 
This agreement ensures that OECD-based compa-
nies compete for commercial projects in developing 
countries on the basis of merit, rather than on the 
basis of cut-throat financing packages offered by 
their governments. It also helps avoid a proliferation 
of white-elephant projects. 

By contrast, the BRICs’ export credits lack these safe-
guards. They often involve no tender process, and 
therefore no guarantee either of construction quality 
or of value for money. In some countries, loans are 
agreed directly with the President’s office, bypassing 
normal administrative controls and giving rise to the 
risk that they support political patronage rather than 
genuine development need. 

At the same time, the BRICs—and in particular the 
Chinese policy banks—take a long-term approach 
to investment risk that could prove very beneficial 
to Africa. Their investment model takes into account 
long-term development return, not just short-term 
financial risk. In contrast to the debt sustainability 
framework used by the international financial institu-
tions, which China’s Eximbank claims is too static, the 
Chinese model recognizes that investments in pro-
ductive assets like power generation increase a coun-
try’s ability to service loans in the future. This makes 
Chinese banks more willing to embark on long-term 
investments in risky environments. 

NEW RULES FOR A NEW GAME

In sum, Africa can benefit significantly by engaging 
with the BRICs, and African governments are unlikely 
to turn their back on a major new source of develop-
ment finance. But engagement also involves risks—
risks related to the quality of development projects, 
the projects’ relevance to countries’ development 
needs, national debt sustainability, and the tying 
up of natural resources in long-term concessions  
negotiated without international competition. 

There is evidence that the BRICs are willing to nego-
tiate the terms of their engagement in Africa. Tanzania, 
for example, secured agreement on the use of more 
local labour for Chinese projects. Equatorial Guinea 
arranged for foreign experts to control the quality 
of Chinese construction. This is as much a learning 
experience for the BRICs as it is for Africa. If Africa is 
clear about what it wants from its partnerships, it may 
be able to negotiate terms of engagement that max-
imise the benefits while minimising the risks. 

Should there be a major diplomatic push to bring the 
BRICs closer into the established international aid 
architecture, and encourage them to adhere to the 
principles and norms that will emerge from HLF-4? So 
far, the BRICs have preferred to keep their distance 
from OECD-led processes. Indeed, some might argue 
that there are advantages to the BRICs continuing to 
offer a different paradigm of development assistance. 

6  The 1978 Arrangement on Officially Supported Export Credits and the 1992 Helsinki Package
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An alternative might be for African countries to use the 
preparations for Busan to develop common positions 
on assistance from the BRICs, which could be dis-
cussed with them individually—for example, through 
a China-African Union agreement. This approach 
would recognise the distinctiveness of Africa’s rela-
tionships with the BRICs, while establishing a set of 
principles that would help protect Africa’s interests.

In developing common positions, African countries 
might consider the following possibilities:

1.  Increasing the employment of local workers  
on infrastructure projects

2.  Increasing the sub-contracting of local 
companies on major projects and adopting 
measures to maximise the transfer of skills  
and technologies

3.  Increasing the purchase of local inputs on major 
projects, to broaden the economic benefits

4.  Where aid is tied to procurement from a 
particular country, introducing competitive 
tendering among companies from that country, 
to maximise value for money. Also, introducing 
comparators and quality control procedures 
based on international standards, to ensure 
adequate construction quality 

5.  Applying clearer environmental and social 
safeguards for infrastructure projects, based 
either on international standards or on the 
BRICs’ domestic standards. Possibly extending 
safeguards to commercial investments through 
a “triple bottom line” approach (profit, social 
and environmental responsibility) for private 
companies

6.  Encouraging the BRICs to participate in national 
aid coordination mechanisms and processes

7.  Adopting measures to increase the transparency 
of aid from the BRICs, so that national 
parliaments and society have a clearer picture of 
the nature and terms of assistance

8.  Encouraging the BRICs to adhere to the OECD 
voluntary agreement that limits concessional 
export credits for bankable projects, to maintain 
international competition

9.  Supporting African countries to negotiate the 
most advantageous deals when granting long-
term concessions to develop natural resources 
(e.g., having the African Union play the role of 
honest broker). Also, considering the merits 
of having international advisers help African 
governments assess the economic, financial, 
environmental, social and legal implications of 
such deals

10.   Seeking agreement between the BRICs, 
African countries and the international financial 
institutions on sustainable debt levels for Africa

QUESTIONS FOR DEBATE

n�  Are there trade-offs to accepting high levels of 
assistance from the BRICs? Might it discourage 
traditional donors?

n�  What principles could be adopted to maximise 
the benefits and minimise the risks of assistance 
from the BRICs?

n�  Should the BRICs be encouraged to become part 
of the existing consensus on aid effectiveness, or 
should the African Union and the BRICs have a 
separate understanding?

n�  Is there a need for common rules of engagement 
for the BRICs in Africa, covering both ODA and 
other forms of development finance? What format 
should those rules take?
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