Australia cuts
contribution to
World Bank’s
poor-country fund
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On 17 December the World Bank announced that it had concluded negotiations for
a $US 52 billion replenishment of the World Bank’s fund for the poorest countries,
the International Development Association (IDA). The new funding will back
concessional loan and grant commitments to be made over the next three years.
This seventeenth IDA replenishment (IDA17) is about $US 3 billion bigger than the
previous one (IDA16, concluded in late 2010) which leaves funding broadly flat in
real terms.

So how generous was Australia this time around? Surprisingly, in the new world of
aid transparency, the World Bank will not be releasing details of the replenishment
until March. (One has to wonder how they can announce the total size of the
replenishment if they are not in a position to detail its components.) The Australian
Government hasn’'t made an announcement either. So we asked DFAT, and were
informed (via the statement at the end of this post) that Australia’s contribution is
expected to amount to $735 million or so. That is $95 million less than the amount
Australia gave IDA for the last three years, which was $830.5 million.

The reduction brings to an end a series of extraordinary increases in Australian
support for IDA, first under Howard and then under Rudd and Gillard, as the graph
below illustrates (see the notes below for sources and assumptions).
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http://www.worldbank.org/en/news/press-release/2013/12/17/world-bank-fight-extreme-poverty-record-support
http://www.google.com.au/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&ved=0CC4QFjAA&url=http%3A%2F%2Fwww.worldbank.org%2Fida&ei=_YTPUpfoPNCbkgXn04DQAQ&usg=AFQjCNGg2DafFqj1CORYgASM_vyKfv5h1g&sig2=nW__het9r4xy2NNzSh6xjw&bvm=bv.59026428,d.dGI
http://aid.dfat.gov.au/partner/multilateral/development-banks/Pages/world-bank-group.aspx
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Australia's contribution to successive IDA replenishments
(Sus, mill.)

800

700

600

500

400
300

200

100

0 1 I I
IDA13 (02-04) IDA14 (05-07) IDA15 (08-10) IDA16 (11-13) IDA17 (14-17) How
did the cut come about? A forbiddingly complex set of calculations are involved in
IDA replenishments, but the bottom line is that last time (in IDA16) we made a $100
million “supplemental” or one-off contribution, on top of our normal contribution to

IDA, which we are not making this time.

The Government will defend the decision by saying that our “burden share” in IDA17
is unchanged at 1.8% (as DFAT informed us through their statement). It is true that
Australia’s IDA burden share was increased under Rudd from 1.46% to 1.8% (in
December 2007 as part of IDA15), and that the Government could have made
things worse for IDA if it had reverted to a lower share. At the same time, IDA
burden shares are rather limited as measures of donor effort: several donors make
additional contributions, such as Australia’s $100 million last time. And, oddly, there
IS no requirement that these shares add to 100%. (In IDA16, they summed to about
75%! We don’t know what they add to for IDA17.)

A simpler and more holistic way to judge Australia’s contribution is to look at our
overall IDA share: how much we give divided by the total raised. In the last
replenishment, our share was 1.40%. This time round, our estimate of Australia’s
share is 1.26%. These estimates are subject to certain caveats (for which see the
notes), but it is roughly a 10% reduction in overall share.

So why the cut? Australia wasn’t the only country that reduced funding relative to
IDA16. Full details aren’t available but sometraditional donors seem to have given
less, while other traditional and some emerging donors have provided more.

The Coalition signalled before the election that it was going to be less multilateral
than Labor. Given this, and the end of the scale-up in aid, the outcome is not that
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https://devpolicy.org/wp-content/uploads/2014/01/image6.png
http://www.huffingtonpost.com/2013/12/23/world-bank-fund-poor_n_4493778.html
http://www.abc.net.au/7.30/content/2013/s3842285.htm
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surprising. But note that, also late last year, the Global Fund, though denied an
increase by Australia, escaped a cut in its latest replenishment round.

It is not clear why the World Bank was singled out for a cut, especially given its
focus on economic development, a key priority for the Coalition. Probably the
reason is simply that the “supplemental” contribution of three years ago was an
easy target. But that is hardly a satisfactory rationale.

The World Bank, of which IDA is an integral part, was recently rated by the 2012
Australian Multilateral Assessment as one of 13 out of 42 multilateral organisations
in relation to which Australia could have confidence “that increases in core funding
will deliver tangible development benefits in line with Australia’s development
objectives, and that the investment will represent good value for money.” The Global
Fund was not in this exclusive list.

On the one hand, the cut to IDA is relatively small, at least when placed in historical
context. On the other, the Multilateral Assessment doesn’t seem to be serving the
purpose for which it was introduced; namely to provide an objective basis for
multilateral funding decisions.

Notes and calculations

IDAl16 IDA17
SDR
SA m. SDR m SA m. m
Australian contribution to IDA and MDRI 830.35 735
Australian contribution to MDRI 56.7 56.7
Australian contribution to IDA (excluding MDRI) 773.6  459.9 678.3 394.1
Total IDA 32800 33929
Exchange rate 1.68233 1.721082
Australia's share 1.40% 1.16%

Notes

1. The share calculations exclude funding of the Multilateral Debt Relief Initiative (MDRI), since this is also
excluded from the IDA total, and assume that our MDRI commitments this time are the same as the previous
replenishment ($57 million). Information about Australia’s MDRI contribution this replenishment is not yet
available.

2. Exchange rates from the World Bank. SDRs are the “currency” in which IDA replenishments are officially
measured.

3. The source for the graph is p.29 of this World Bank document. The IDA17 figures are calculated by us,
making the same assumption for MDRI, and using the same exchange rates as per the table above. Given
the appreciation of the Australian dollar in recent years, the fall between rounds in $US (or SDR) is not as
great as in $A.

The DFAT statement in full reads:
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https://devpolicy.org/in-brief/australia-cools-on-the-global-fund-20121204/
http://aid.dfat.gov.au/partner/pages/ama-submissions.aspx
http://aid.dfat.gov.au/partner/pages/ama-submissions.aspx
https://devpolicy.org/wp-content/uploads/2014/01/image7.png
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“On 17 December 2013, Australia pledged to maintain its burden
share to the seventeenth replenishment of the World Bank’s
concessional lending arm, the International Development
Association (IDA17).

Consistent with our earlier contribution to IDA16, our burden
share will be 1.80 per cent for contributions to IDA loans and
grants, and 1.61 per cent for IDA’s debt relief initiatives. Australia
will also meet its expected obligations for the Multilateral Debt
Relief Initiative.

How this pledge equates in dollar terms remains subject to
confirmation by the World Bank, but is expected to be in the order
of $735 million.”

Stephen Howes is Director of the Development Policy Centre. Jonathan Pryke is a
Researcher at the Centre.
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