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Research questions 

• To what extent has the Pacific benefitted from 
the ‘scale up’ of international ODA? 

• Has the international aid effectiveness agenda 
(Paris, Accra etc):  
a) reduced fragmentation of ODA in the Pacific? 

b) Impacted the volatility or predictability of ODA in 
the Pacific? 

• Has budget support met its objectives under 
the international aid effectiveness agenda?  









ODA per capita is very unequally distributed 



Modest increases in aid across the Pacific have not 
been shared equally between countries… 



“High fragmentation can have negative implications for aid quality for  
several reasons: high transaction costs for recipients because more time 
is taken meeting donor requirements; too many small projects, with  
consequent limited opportunities to reap scale economies; and smaller 
or narrower donor stakes in overall country outcomes. A large number  
of donors also compounds the challenge of donor coordination.”  
(IMF and World Bank, 2006) 

Fragmentation 



Region Unweighted average across countries 

Sub-Saharan Africa 0.297 

Far East Asia 0.32 

South and Central Asia 0.302 

Pacific (including Timor Leste) 0.51 

 

Aid Fragmentation, Herfindahl-Hirschman Index  
(higher scores indicate less fragmentation), 2008 





Aid fragmentation has not declined in recent years… 



Aid volatility is a problem in the Pacific 



Significant variation in volatility across PICs 

 1970-79 1980-89 1990-99 2000-12 1970-2012 

Cook Islands 0.16 0.45 0.30 0.60 0.52 

Fiji 0.25 0.10 0.23 0.23 0.23 

Kiribati 0.27 0.14 0.21 0.34 0.30 

Marshall Islands   0.59 0.18 0.37 

Micronesia   0.56 0.15 0.34 

Nauru 0.2 0.74 1.04 0.33 1.22 

Niue  0.18 0.30 0.38 0.32 

Palau   1.04 0.30 1.16 

Papua New Guinea 0.13 0.09 0.16 0.16 0.36 

Samoa 0.68 0.11 0.28 0.44 0.43 

Solomon Islands 0.22 0.24 0.12 0.41 0.76 

Timor-Leste    0.25 0.21 

Tokelau 0.47 0.23 0.19 0.22 0.59 

Tonga 0.87 0.1 0.15 0.34 0.44 

Tuvalu 0.58 0.81 0.19 0.41 0.63 

Vanuatu 0.51 0.18 0.19 0.43 0.32 

 



Predictability of aid (CPA) to PICs is very poor…  



… and this applies equally at  
the country-level 



Budget support 
Definition:  
Budget support funds are channelled directly to partner 
government’s general treasury account and are subsequently 
deployed according to the country’s own budgetary systems. 
 
Rationale: 
“There needs to be a real improvement in the way that assistance 
is delivered. That means reducing support for stand-alone 
projects, and increasing support for sector-wide reforms. Where 
governments have a strong commitment to poverty reduction 
and strong policies in place, it means moving towards providing 
financial support directly to recipient government budgets using 
their own systems.” 

-DFID Aid Policy Statement, 2000 



“… it is the permanent negotiation over the details of almost 
every policy that is a key constraining factor for these 
governments. Donors continue to assert their preferences in 
the form of traditional conditionality … Permanent 
negotiation places an immense burden on recipient 
administrative systems …” 

- Whitfield, 2009 
 
“…despite the rhetoric of participation, new implicit 
conditionalities, strict procedural requirements and the heavy 
burden of consultation mean that the new aid modality is 
eroding rather than augmenting development policy 
sovereignty.” 

- Murray and Overton, 2011 



“In the ‘old’ approach the relationship was 
rather narrowly contractual (funds vis-à-vis 
macro stabilisation and liberalisation); in the 
‘new’ approach the relationship relies on a 
broader partnership entailing acceptance of the 
respective roles of the partners and sharing of 
responsibilities.” 

- EU, 2008 

 



Preliminary findings 

• Mixed results.  

• In many cases, budget support has: 
– Established a policy dialogue and led to better 

alignment of ODA (incl. TA and other ODA) with 
government priorities 

– Improved donor coordination 

– Resulted in policy reform (often reform that is the 
building block for basic govt service delivery) 

– Strengthened govt systems and the budget 
process 

 



Preliminary findings 

• However, budget support has also sometimes: 
– Been donor-led or reflected donor reform 

priorities (and this has been associated with 
delays and backtracking) 

– Resulted in dialogue between donors but not 
donor coordination  

• In all cases, transaction costs associated with 
policy dialogue are high (both a negative and a 
positive). This is most significant for strained 
recipient bureaucracies. 



Research questions 

• To what extent has the Pacific benefitted from 
the ‘scale up’ of international ODA? 

• Has the international aid effectiveness agenda 
(Paris, Accra etc):  
a) reduced fragmentation of ODA in the Pacific? 

b) Impacted the volatility or predictability of ODA in 
the Pacific? 

• Has budget support met its objectives under 
the international aid effectiveness agenda?  
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Additional Slides 







Surprisingly, there is no correlation between country size (population or 
aid received) and volatility. But aid from smaller donors is more volatile. 





The difference between forward estimates and actual CPA flows 
(ie, predictability) is similar to year-on-year aid volatility. 



Donors to the Pacific 



Budget support to the Pacific 

• What constitutes budget support is sometimes 
unclear – sector-based budget support vs general 
budget support.  

• In the Pacific, budget support centred around 
policy reform agenda has been provided to 
Samoa, Solomon Islands, Tonga, Tuvalu, Kiribati 
(shortly), Vanuatu (unique) 

• Policy-reform / conditionality literature: 
– Opposition based on sovereignty (Whitfield/Fraser) 

– Opposition based on policy prescriptions 


