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Budget support is a prominent part of efforts to make aid more effective. It increases 
developing countries' ownership of development programs but reduces the ability of 
donors to monitor and control aid flows. In this context, decisions about which 
countries are eligible for budget support, and how much budget support they should 
receive, take on particular significance. This paper examines the extent to which 
members of the OECD Development Assistance Committee (DAC) comply with their 
own policies on the allocation of budget support. Using a new quantitative data set and 
qualitative evidence from Malawi, Zambia and Uganda, it seeks to answer two related 
questions. First, what factors shape bilateral donors' decisions about whether or not to 
provide budget support to a particular developing country? Second, what factors shape 
their decisions about how much budget support should be given once a country has 
been categorized as eligible for this type of aid? This helps to fill a gap in existing 
research, which to date has focused on the allocation of budget support by multilateral 
donors. The results suggest that DAC donors are generally compliant with their policies 
on the allocation of budget support. In line with donor policies, pro-poor policies and 
good governance appear to attract budget support. Yet several other factors also appear 
to be influential. These include need and the nature of the relationship between donor 
and recipient. Evidence also suggests that bureaucratic inertia may limit the ability of 
donors to respond to changing circumstances. In addition, it provides some signs that 
donors are willing to overlook a state’s failure to respect civil liberties when deciding 
whether or not they are eligible for budget support. This suggests that donors' 
expectations that budget support will have a positive political impact may be 
disappointed. 


