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Official Development Assistance at the Age of Consequences

Introduction

Official Development Assistance (obA) was introduced in
the 1960s as a temporary instrument to respond to a phase in
world history involving decolonization, the Cold War, industri-
alization and flagrant inequalities between the “North” and
the “South’. Fifty years later, in an influential text, Jean-Michel
Severino and Olivier Ray (2009) noted that ODA had become
a “global public policy”, while pondering its imminent demise.
ODA seems to be both aninstituted, supported, financed global
policy — and thus resilient in a constantly changing world — and
at the same time does not escape recurrent criticism.

This “obsolescence” is notably advocated in the abundant
‘beyond-aid-literature”, which calls for a profound renewal of
approaches to international financing and generally incorpo-
rates strong criticism of ODA in almost every respect, including
its name, principles, calculation method, amounts, institutional
architecture, effectiveness, procedures, Western-centrism, and
hypocrisy in the face of commercial or geopolitical interests.

In the first two sections of this Policy Paper, we analyze
this apparent paradox. The first section examines what has
made development assistance strong over the past century:
stable rules, shared goals and norms, specific determinants,
and a fragile but nonetheless established legitimacy. Despite
its “hybrid” character, involving both global and Northern policy,
ODA is one of the few examples of a real global public policy.
The second section analyzes what has weakened the founda-
tions of this development aid policy since the beginning of
the 21t century, namely the end of the division of the world
into two blocs, the emergence of the issue of fragile states
and new international threats, the broadening of the global
agenda towards the Sustainable Development Goals (sDGs),
and the interdependencies arising from global issues, first and
foremost climate change.
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The third section looks at the future of ODA, and more
generally the future of international financing for development
and global public goods. In particular, we argue that attempts
to expand ODA towards more ambitious policies and instru-
ments designed to serve SDGs are at present leading mainly
to tension and confusion, due to the dissolution and/or contes-
tation of existing funding norms.

As the series of climate-related catastrophes during the
2023 summer has proved, the international community has now
entered the age of consequences' The future of international
financing, under the impetus of the climate emergency, should
be to move towards two distinct global policies. The first one,
called here International Development Investment (IDI) dealing
with global vulnerabilities and based on two mechanisms: d
financial instrument for international solidarity —-reformed and
refocused ODA- and an international insurance mechanism for
managing the consequences of climate change. The second,
designated as Sustainable Development Investment (SDI), to
finance and support the global common commitments towards
low-carbon transitions, emphasizing the leverage and mobili-
zation effects of public actions.

1

The phrase “Age of Consequences’ is taken from the title of a documentary by Jared P. Scott (2016).
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century policy



1.1- ODA as a hybrid global
public policy

111 - What is official development assistance?

The term “official development assistance” covers
different aspects:

- ODA policies at various levels: global, national,
and the level of major multilateral and bilateral
institutions;

- the ODA instrument of financial transfers from the
North to the South: the tool for these policies.

The ODA financial instrument is clearly defined by
precise, common rules. ODA policies constitute a
much more diffuse approach, but their character-
istics — objectives, strategies, determinants and
norms — nonetheless make it possible to define a
specific identity. At an international level, this ODA
policy can be described as a hybrid global public
policy in the sense that its characteristics seem to
stem from agreements reached within the “Club”
of donor countries constituting the OECD, and more
broadly from consensus and practices developed
within the international community as a whole.

1.1.2 = A financial instrument with stable rules
since 1960

In 1969, the Development Assistance Committee
(DAC) of the OECD (created in 1961) formalized the
concept of “official development assistance” The
aim was to promote financial transfers from the
North countries to support the development of
the South countries, and to begin by defining and
measuring them.
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The definition is based on four criteria still in use
today. ODA must:

- emanate from public bodies (states, local
authorities, or bodies acting on behalf of public
authorities) of DAC member states:

- be intended for developing countries or territories
as identified in a regularly reviewed DAC list of ODA
recipients;

- be offered in the form of targeted public spending,
financial transfers on favorable financial terms, or
debt relief;

- aim to “foster economic development and improve
living standards in recipient countries” (according
to Focus 2030, 2021).

At the same time, the DAC defined precise calcula-
tion rules (scope, level of concessionality) for the
accounting of ODA and advocated a target level
of 0.7% of the gross national income (GNI) of donor
countries, which was endorsed by the United
Nations General Assembly in 1970.

Over the past 50 years, the concept of ODA has
changed little in terms of its scope, its method of
calculation, its lists of donor and recipient countries,
and its 0.7% target. Donor country practice has led
to the gradual eligibility of expenditure not initially
foreseen, such as debt cancellation, tuition fees for
foreign students from eligible countries, or costs
concerning asylum seekers. The lists of donor and
recipient countries have constantly adapted to
global developments, and have evolved without
being disrupted (see box 1). The target of 0.7% of
GNI s still regularly mentioned, including in the Law,
by many donor countries.
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Box 1—- ODA donor
and recipient countries

The lists of donor and recipient countries have
been constantly revised over the past 50 years, but
these changes do not fundamentally challenge the
North-South bloc vision underlying ODA

Since 1970, 17 countries have been added to the list
of aid recipients, mainly former Soviet republics
or new countries (Eritrea, South Sudan), while 61
countries have been removed. These are mainly
Europeadn countries (Portugal, Greece, Cyprus,
Yugoslavia, etc.), countries that have joined the
group of high-income countries (Hong Kong, Korea,
Taiwan, Chile, Uruguay), oil-producing countries
(Qatar, Kuwait, UAE, Libya, etc.), dependent territo-
ries (French Overseas Territories, Micronesia, the
Marianas) and numerous small island countries (St
Kitts and Nevis, Aruba, Antigua and Barbuda, etc.).
In 2022, there are 140 countries on the OECD DAC
list of aid recipients.

The donor section of the OECD DAC consists of
several European countries, the United States,
Canada, Australia, New Zealand, Japan and South
Korea, the latter being the only non-Western
country to join the DAC after its foundation. Some
Gulf countries (Saudi Arabia, Qatar, UAE) are DAC
partners as “participants” but not members.

The eligibility rules for ODA, including the degree
of concessionality, have been clarified several
times, and most importantly underwent a major
recent revision implemented in 2018. From then on,
concessional flows were no longer counted as net
transfers (disbursements minus repayments) but
as grant equivalents with reference to a parametric
market interest rate, except for flows to the private
sector. This major reform, however, has produced
only modest changes in terms of assessing overall
ODA levels, since in 2020 the new grant equivalent
eligibility differed by only 0.09% from what was
obtained with the previous measurement.” Overall,
the definition of and eligibility for ODA appear to
have been extremely stable for over 50 years.

1.1.3 — A public policy based on objectives
and norms

ODA objectives have changed over the years:
closing the economic gap, structural reforms, the
fight against poverty, sustainable development,
Millennium Development Goals and, since 2015,
Sustainable Development Goals.

To help achieve these goals, ODA has never been
either the only North-South financial flow or the
only international policy. However, it has been
the financial instrument of an autonomous public
policy in the countries of the North, with specific
norms, institutional architecture and management.
This is why Severino and Ray (2010) have qualified
it as a kind of “global public policy™

“International development assistance forms a
kind of global public policy dealing with North/
South relations, which has come to incorpo-
rate three different subsets of objectives: the
economic convergence of developing nations,
the provision of basic services to all human
beings and the protection of global public
goods.”

What underlay this public policy was a shared
agreement on these different categories of
objectives, and a set of norms defining the means
to help achieve them, focused particularly on:

- transparency, with the implementation of detailed
accounting rules subject to regular reporting by
DAC member countries;

- “burden sharing’, by promoting a target
contribution from developed countries based on
their GNI;

- coordination in various forms, including alignment
on common strategies, joint management of debt
issues and the adoption of shared principles;

- exchanges of best practices, notably through
peer reviews but also through working groups in
various fields: action in fragile countries, social and
environmental norms, management of corruption,
etc;

2 Onthe other hand, there are significant differences with some donors: Japan (+19%), Spain (+9%) and France (—H%). APD-2020-detail-

resume.pdf (oecd.org).



- the collective search for efficiency via a specific
process that gave rise to the principles of the Paris
Declaration (OECD 2005);

- and even emphasizing solidarity and the
moderation of “national interest” policies, including
channeling tied aid, regulating concessionality
and excluding certain sectors such as military or
security spending.

The ODA financial instrument and the ODA public
policy, which have the same objectives, differ
in that the former is defined by rules and the
latter by norms. Using Ostrom’s (2009) definition,’
common rules define in a strict, enforced way
what is required, eligible and non-compli-
ant, while norms qualify what is considered, in a
shared way, as recommended or appropriate. This
distinction is important. The overall ODA policy
is never binding, only incentive-based, notably
through peer pressure. Thus, it is a well-known
fact often criticized by aid-receiving countries
that the target of 0.7% of GNI for aid has rarely
been reached, and by only a few countries.’
On the other hand, while ODA policy remains
voluntary, and therefore non-constraining, it is
nevertheless based on a financial instrument
that complies with binding rules of definition and
accounting.

1.1.4 - An (ambiguous?) policy of reciprocity

Beyond these norms and objectives, the determi-
nants of ODA policy undoubtedly make it a specific
policy different from other major international
policies.

The fact underlying this policy is the existence of
two blocs of countries and populations (the North
and the South) with distinct levels of development
and/or poverty, thus constituting the rational and
ethical justification of public transfers, essentially
investments, from the North to the South.

Consequently, three main categories of principles
or determinants seem to have motivated develop-
ment aid policies on the part of donor countries.

The first of these principles is that of mutual
benefit. This principle is implicitly but also explicitly
(see box, among many statements by policymak-
ers) established as one of the foundations of ODA.

It should be understood as being broader than a
simple search for an advantage.Itis not a question
of simple commutativity (the principle of market
exchange), for which the benefits exchanged are
equivalent and simultaneous, but of reciprocity (the
principle of cooperation or that of gift and counter-
gift), where a positive cooperative attitude responds
to an equivalent attitude (Fehr and Géchter 2000),
based on what each has to offer.In this respect, the
counterparts of the financial advantages granted
as aid may be deferred and not commensurable
with the ODA itself; they may be global as well as
bilateral, and may be in the economic, political,
diplomatic, security and cultural spheres, etc.

3 “Rules as used in this book are defined to be shared understandings by participants about enforced prescriptions concerning what
actions are required, prohibited or permitted.. Norms can be thought of as shared concepts of what must, must not or may be
appropriate actions or outcomes in particular types of situations” (id.: 12). (Ostrom 2009).

4 In 2019, Denmark, Luxemburg, Norway, the United Kingdom, and Sweden were in this situation. Previously, Germany, Finland and Luxemburg

and the UAE had temporarily crossed this threshold
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Box 2 — ODA as mutual
benefit

"Remember that the main purpose of American aid
is not to help other nations but to help ourselves”
(Richard Nixon, 1973)

"The Chinese government always relies on the
principle of equality and mutual benefit in provid-
ing aid to other countries.” (Zhou Enlai’s principles
formulated in 1964, repeated in the 2011 White Paper
on Chinese Foreign Aid).

‘I am committing that our development spending
will not only combat extreme poverty, but at the
same time tackle global challenges and support
our own national interest’ - Theresa May, 2018

"The Special Rapporteur recommends the coordi-
nation of ODA policy with the pursuit of France’s
interests.” (Joél Giraud, French National Assembly
Report, 2018)

“We will examine what is working, what is not
working and whether the countries who receive our
dollars and our protection also has our interests at
heart” — Donald Trump, 2018

“We will contribute $1.3 billion in aid to the Pacific
- our highest ever contribution. This demonstrates
yet again that Australia’s aid program reflects our
interests” - Julie Bishop (Australian Minister for
Foreign Affairs, 2013- 2018)

1 ——

The second determinant of ODA policies is the
promotion of models and/or values, which can
also be called influence in a broad sense, and be
considered as part of the reciprocity principle,
although in a less explicit and more ambiguous
form. In the 1960s, the basis of aid (ond “‘develop-
ment”: see Rostow 1960) as the promotion of alterna-

tive models to Communism was clearly assumed.
The promotion of liberal market economy through
structural adjustment programs was also asserted
in the 1980s. Since then, we might think we have
moved on from the promotion of economic and
social “models” to the promotion of diversified
values, reflected notably in the SDGs, concerning
law (human rights, minority rights), equality (fight
against major inequalities, gender equality), the
management of shared environmental issues, and
SO on.

However, this is more of a shift than a rupture. The
ambiguity of this determinant of ODA influence is
that it is largely constructed both by and within
the ODA community, with a predominant contri-
bution from the “club” of donor countries,’ even if it
is subsequently legitimized by broad international
consensus.’ While the excesses of coercion that
characterized structural adjustment programs can
be considered as part of a bygone era, the ambigu-
ities between the promotion of universal values and
that of Western models constitute a source of deep
and persistent misunderstanding, often unspoken,
between donors and recipients of aid.’

The third principle is a principle of humanity
or solidarity. The moral duty to do something
to relieve or remedy other people’s situations of
distress or deprivation in a universalist vision of
a minimum of goods and services accessible to
all, is an extremely widespread human princi-
ple, whose constant demonstrations can be cited
(Opeskin1996, Chauvier 2006). The role of the public
sector (the States) in addition to the private sector
(charities, historically religious movements) in the
expression of this principle of humanity is also one
of the foundations of ODA. It would be unrealistic
to ignore this principle of humanity as a determi-
nant of ODA, emanating from Western societies that
claim the universalism of the human rights princi-

ple.

5 For example, Céléstin Monga (2018) reports about the major international conventions on human rights: “But even if we assume that
each sovereign state of the United Nations has freely chosen to ratify these conventions, no one would seriously dispute their Eurocentric

quality.”

6 Arecent study synthesizing more than 3,000 scientific studies establishes, for example, that the impact of the global adoption of the SDGs
has so far been “mostly discursive, affecting the way stakeholders understand and communicate around sustainable development.”

(Biermann et al. 2022).

7 See the debate on “Asian values” of the 1990s (Barr 1997, Sen 1997) or the more recent Post-colonial studies (Chclkrobdrty 2000).



These principles combine to make ODA a special
international policy, governed by its own rationale.
They can be summarized by the principle of “justice
as fair reciprocity” taken from Page (2007), incorpo-
rating the reciprocity of mutual benefits, includ-
ing the adoption of values or models, combined
with special ethical consideration for the most
disadvantaged, who have little to offer in order to
enter the reciprocal exchange of benefits. It is this
principle of fair (or humanistic) reciprocity that
underlies the concessional public transfer nature
of ODA.

But the combination of these very different princi-
ples is also a source of ambiguity and tension.
The coexistence of “self-interested” and “disinter-
ested” purposes has always fueled strong criticism
of double talk or hidden agendas for ODA, particu-
larly from analysts in the Global South.

1.1.5 - A hybrid global policy

The ODA policy, with its financial instrument
defined by stable rules and involving almost the
entire planet, seems sufficiently specific, with its
objectives, norms, good practices and principles,
to constitute a “global public policy”. But it is also
by nature an hybrid policy due to the diversity
of objectives, encompassed under the flexible
concept of development, and even more the tangle
of highly diverse foundations.

This hybrid character should be emphasized partic-
ularly in its international aspect. ODA policy seems
like both the policy of a group of countries - the
OECD countries — and a global policy. As we have
seen, ODA policy is first and foremost a voluntary
policy, based on principles and norms largely
developed within the OECD DAC “Club”. Transfer is
not a matter of right for the recipient countries, or
of obligation for the donor countries. In other words,
ODA has never acquired a true character of justice
on a global scale, whether corrective or distribu-
tive (Naudet et al. 2007).

Nevertheless, the global nature of ODA policy is
also undeniable, if only because of the global and
consensual ambition of its objectives — nowadays
the SDGs, but in the past economic catch-up or
the eradication of poverty — and the necessarily
cooperative and partnership-based nature of its
arrangements (Pacquement 2009).

The institutional architecture of aid, made up of
both bilateral structures and multilateral institu-
tions with multiple levels of governance - from
United Nations organizations to global or regional
development banks and all sorts of thematic funds,
not to mention the growth of the bi-multi — is a
concrete illustration of the global and “Western”
character of ODA policy, which we propose to
describe here as a hybrid global public policy.

1.2 - Alegitimacy that is still
sound?

1.2.1 - Historic levels in recent years

The ODA financial instrument reached a new
historic level of $179 billion in 2021, up 4.4% in real
terms from the previous year, which was already
a record year despite being the world’s worst for
economic growth since World War Il, due to the
COVID crisis.

The continuity of the accounting rules makes it
possible to trace ODA’s evolution over the long
term. Overall, ODA shows a pattern of continuous
increase in constant dollars at an average rate of
2.7% per year over 50 years, with the exception of
the 1990s (more precisely, ODA fell in real terms
between 1992 and 1998), often described as a period
of “aid fatigue” following the fall of the Berlin Wall.
As a proportion of the GNI of donor countries, the
levelin 2020 is close to that of 1970 at around 0.3%: a
long way from the target of 0.7%, with a pronounced
decline in the 1990s followed by a clear recovery
from 2001 on.

8 For example, Amougou 2009, Andrews 2009 and Tandon 2015, but also the bulk of the post-development literature synthesized, for
example, by Ziai (2016). There is also substantial econometric literature that seeks to distinguish between the altruistic and selfish
motivations of donors through their aid allocation patterns (see Fuchs et al. 2012 for d relatively recent review of this literature).
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Figure 1- ODA in constant $ (blue) and as % of GNI (orange) for DAC countries
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1.2.2 - Broad public support in the North

ODA remains a strongly supported policy in donor
countries because of the extent of global inequali-
ties between countries, and the associated security
threats and humanitarian challenges. It is widely

endorsed by public opinion and is often the subject
of cross-party consensus among political represen-
tations (Cazotte 2019).

Figure 2 — European public support for develo

pment aid
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The details of opinion polls show that public opinion
is primarily attached to the fight against poverty
in poor countries as an objective of ODA. They
also show that the principles that determine aid
seem to be endorsed by public opinion. Thus, the
Eurobarometer survey reveals that over % of the
European populations questioned consider that
fighting poverty in the South is also in the interest
of the European Union. Similarly, 70% of respondents
consider ODA a good channel of influence.

1.2.3 — ODA as a central instrument in crises

One of ODA’s legitimacy lies in its capacity to be
mobilized rapidly throughout the world during
crises, whether natural disasters, conflicts, humani-
tarian crises or any other form of acute need.

For example, the increase in ODA in 2020 and 2021
was entirely due to the international response to the
COVID crisis in the South, which in both 2020 and
2021 amounted to about 10% of total ODA.’

Figure 3 — COVID mobilization
and ODA progress
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In international crisis management, ODA is often
one of the central instruments of international
cooperation. In particular, it is the combined
forces of institutions, instruments, networks and
practices built around ODA policy whose mobili-
zation is proving valuable, as the OECD has once
again shown as regards the COVID crisis.

The pandemic put development cooperation to
the test in unique ways. It has shaken up working
practices, partnerships and business models and
put unprecedented strain on public finances.
Against this backdrop, development co-oper-
ation agencies showed impressive agility in
responding to the health and humanitarian
aspects of the pandemic while also ensuring
program continuity. They also displayed creativ-
ity inreallocating budgeted funds and raised new
resources. Initial estimates in this report suggest
that Development Assistance Committee (DAC)
members mobilized USD 12 billion for COVID-19
support to developing countries. (OECD 2020)

Other examples as well as the COVID-19 pandemic
could be given. Thus, aid to refugees, counted as
ODA, has tripled over the past decade (from $3.4
billion in 2010 to $10 billion in 2019), particularly
because of the Syrian situation.

Today, ODA is called upon in the context of the
Ukrainian crisis through various channels: direct
financing of Ukrainian development in a show of
solidarity in the face of Russian aggression, financ-
ing of the reception of Ukrainian refugees, and
management of the indirect consequences of the
war on many countries, particularly in terms of food
markets.

9 An amount out of all proportion to the $2.5 trillion spent on social protection in high-income countries over 2020 and 2021 (Gentilini 2022).
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1.2.4 - Established but fragile evidence
of effectiveness

But public support and its use in crises are not
enough to establish the legitimacy of ODA. The
latter has always been essentially a substantive
policy, i.e. aimed at specific goals. ODA transfers
are not justified in themselves as a fair procedure
(as aredistributive or insurance mechanism might
be), but by their consequences with respect to
the purpose pursued, which is consistent with the
investment character often given to aid (Jacquet
and Naudet, 2006). The considerable importance
given to the issue of aid effectiveness, and its
evaluation, is a direct result of this substantive
approach to ODA.”

Global ODA policy has been the subject of signifi-
cant evaluation activity, particularly at the micro
level of projects, which achieves a very high success
rate on average (Tarp 2006, Riddell 2007; Howarth
2017), in the range of 70% to 85%. In addition to this
corpus of evaluations, there are field studies and/or
analyses from the qualitative sciences, but they are
too numerous and diverse to summarize. However,
these studies highlight the possibility that aid will
have undesirable effects in certain contexts, partic-
ularly with the institutions of recipient countries
(Brautigam and Knack 2004, Easterly 2006) and
frequently point to negative effects linked with the
non-developmental objectives of aid (Moyo 2009),
lack of appropriation (Moss et al. 2006), as well as
coordination problems partly due to the fragmenta-
tion of ODA (Knack and Rahman 2007; Djikstra 2018)
and its volatility (Riddell 2007). The hypothesis of
a “micro-macro paradox” arose from this co-exis-
tence of positive micro effects and potentially
undesirable macro effects (Mosley 1986).

To address this question, a large number of
econometric analyses testing the macro effective-
ness of aid have been carried out since the 1990s
(see Amprou and Chauvet 2004 and box 2).

Box 3 — Econometric
analyses of aid
effectiveness

Numerous econometric studies on aid effectiveness
have been carried out since the 1970s. In reference to
Glennie and Sumner (2014)," they can be grouped into
three successive generations:

A first generation, directly questioning the
macroeconomic impact of global aid, concludes
that it has a positive effect on investment and, for
the most part, a significant impact on growth.”

A second generation®, marked in particular by the
highly influential work of Burnside and Dollar in 2000,
sometimes referred to as “‘conditional literature”
(Stockemer et al. 201), has questioned the conditional
impact of aid, particularly as regards the quality of
the institutions or policies of the recipient countries,
or their vulnerability (Guillaumont and Chauvet 2001).

Lastly, a more recent generation is studying the
“disaggregated” impact of aid by factoring in the
specific effects of certain types of aid in terms of
objective (e.g. maternal mortality in Banchani and
Swiss, 2018) and also the period of time expected to
achieve an impact (e.g. between budget support and
an immunization campaign).
1 ——

10 More precisely, the issue of aid effectiveness did not immediately emerge in the public debate. In 1970, for example, DAC Chairman John
Lewis wrote that “there is no more need to ask for proof of the effectiveness of aid than there is to ask for proof of the effectiveness of
taxation” (OECD 1980), illustrating his vision of aid as a redistributive mechanism. During the 1980s, sometimes called the lost decade of
development, the need arose to show that ODA, as a global policy, was delivering results in terms of its objectives.

1 They themselves, inspired by Arndt et al. (2010) and McGillivray et al. (2006).

12 See for example (Hansen and Tarp 2000) reviewing 131 studies of this kind.

13 About 60 studies according to Glennie and Sumner (2014) in the 1990s using better methodologies and data — panels, nonlinear effects,

instrumental variables, etc.



This debate, which has continued over several
decades, shows that the question of effectiveness
has been central to the legitimacy of ODA policy.
While studies seem generally to have confirmed
this effectiveness, it could simultaneously be
condi