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Summary Note on Conditionality 
 

Assessment of Progress on Conditionality since the Paris Declaration and Key Messages for the 
Fourth High-Level Forum on Aid Effectiveness (HLF-4) 

 
The Working Party on Aid Effectiveness (WP-EFF) Task Team on Conditionality, tasked to review the progress 
on the implementation of the Accra Agenda for Action (AAA) commitments on conditionality, commissioned 
this study. The study’s overall objective is to review progress on conditionality commitments of AAA, to 
document examples of good practices on conditionality, and to discuss lessons learnt as inputs to HLF-4.  

 
Background 
 
1. The appropriate role and design of aid conditionality has emerged in recent years as an area 
of considerable international attention.  This interest has increased as both donors and partners 
have sought to develop a common understanding on how aid conditionality can be most effectively 
employed.   
 
2. At the outset it is important to acknowledge that aid conditionality, does not have a 
universally-agreed definition and covers a spectrum of different types of engagements.  Most 
discussion of conditionality has focused on commitments related to the provision of budget 
support1; however, in practice such commitments are but a subset of a wider range of commitments 
that link donor financial support to actions by partners.  These commitments can be grouped in 
different ways, and one of the possible typologies includes the following three broad classes:  
commitments related to strategic priorities; commitments related to policy actions/outcomes and 
commitments related to operational modalities of aid delivery.  
 
3. Operational issues are both procedural and substantive in nature.  Among the key 
procedural issues is the process by which conditionality is discussed and agreed between the partner 
country and the donor.  In reality there are considerable differences in the extent of partner country 
involvement in the discussions of aid conditionality.  When a partner government agency is actively 
involved in project implementation, that agency is typically the main interlocutor.  However, when 
the partner government is not the implementing agent, its involvement will be limited.  This 
situation is also true in terms of civil society involvement in development initiatives utilizing aid 
support.  
 
4. Related to this is the question of the transparency of the conditionality, once agreed.  While 
some institutions routinely make public the conditions associated with their finance, this is not 
systematically the case for all donors.  On the partner’s side, transparency is equally variable.  The 
conditions may only be available in signed documents that are not widely available. If the financing 
agreement requires legislative approval, this should improve transparency, though in practice the 
terms of the agreement may still not be widely known or readily accessed by stakeholders beyond 
the legislature itself. 
 

                                                        
1  Budget support is defined here as the provision of donor finance as cash directly to the partner’s budget as cash.  
This can be contrasted with project support, which is defined as finance that is provided against specific 
expenditures, agreed in advance between the donor and the partner.  These differences are reflected most 
dramatically in the rhythm of disbursement of donor finance:  budget support is disbursed relatively quickly 
(generally within one budget cycle) in relatively lumpy amounts; project support is disbursed over several years 
linked to the pace of physical execution of the project.  
2 World Bank, IEG, 2010, PRSC Evaluation 
3 Examples included Cambodia’s use of Joint Monitoring Indicators to guide budget support disbursement triggers, 
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5. There are also a number of issues that can arise as to the modalities of the application of 
conditionality.  This is particularly the case for conditionality associated with budget support.  
Donors providing budget support typically link the provision of this support to the implementation of 
specific actions or the achievement of specific outcomes.   A critical aspect of this is the timing of the 
agreement on such actions/events relative to timing of the envisioned actions/outcomes.  The 
traditional approach to conditionality linked funding to the completion of actions or (less commonly) 
the achievement of outcomes agreed well in advance of their envisioned attainment, implying a 
time interval between the agreement and the provision of the finance.  i.e., the donor finance would 
be released after previously agreed actions had been completed. The last decade or so has seen a 
significant movement towards agreements where the commitment and release of finance is entirely 
based on ‘prior actions’, i.e., actions that have been completed before the financing is approved. In 
practice, the distinction between the two approaches is not a rigid one.  There is usually a multi-year 
reform programme from which prior actions are drawn, and actions to be completed before the 
next commitment are normally identified in advance.   The main distinction in practice is that the 
funding agency has more discretion to vary the conditions that have to be fulfilled. The agency can 
use its judgment in deciding whether enough has been done to justify releasing funds, without 
requiring the kind of waiver that would be needed where conditions were more formally specified 
and signed up to in advance. The movement towards the more discretionary approach of relying on 
agency judgments as to whether prior actions merit the release of funding carries a risk of increasing 
uncertainty, but in practice this seems to have been avoided, with evidence that funding is more 
predictable in amount and in timing2.  
 
6. There is also an issue in the operationalization of conditionality as to whether the condition 
should be specified in terms of required policy actions (the approach followed by MDBs) or through 
the achievement of previously agreed numerical targets (the approach followed by the EC for its 
variable, performance tranche).  Arguments have been advanced for each approach, with no clear 
consensus emerging.   
 
7. Despite a substantial literature, no fully satisfactory approach to evaluating conditionality 
has been developed, leaving room for differing interpretations of the evidence. The chain of 
causality linking conditions to development results or outcomes is a long one, and can break down at 
any point. If a partner satisfies the conditions, then the path of future development will be affected 
both by the direct impact of the agreed policy action, and by the spending of the aid money linked to 
it, making it hard to distinguish the impact of the funding from the impact of the condition. Each 
condition may be something the partner would have implemented anyway, but this is difficult to 
judge, because conditions are the outcome of a negotiation in which both parties will wish to keep 
their negotiating position secret. Each agreed condition may or may not be met; if met, it may or 
may not have the expected effects; and if not met as intended, the country may or may not receive 
the funds anyway. With multiple conditions that are met to varying degrees, it is difficult to know 
how to weight the importance of each individual condition. Early evaluations that looked at the 
percentage of conditions that were implemented proved unsatisfactory because they did not weight 
their relative importance.  The problems are further compounded by the likelihood of external 
shocks that will affect the extent to which conditions remain relevant or achieve the expected 
results. The results are therefore contested. Partner countries argue that conditionality can reduce 
domestic ownership and accountability and undermines sustainability, by obliging countries to sign 
up to donor agendas that may not reflect domestic priorities or be consistent with available capacity 
to implement, and in some cases by requiring aid to be implemented using approaches and 
procedures that bypass and undermine the development of local institutions.  Donors argue that aid 
conditionality (however defined) is necessary to ensure that the financial support they provide is 
used effectively.   

                                                        
2 World Bank, IEG, 2010, PRSC Evaluation 
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8. Conditionality has thus been seen by some as undermining country ownership, not linked to 
country priorities and policies, and consequently not promoting aid effectiveness and creating 
controversy. Others have seen it as an important tool for effectiveness and accountability. Keeping 
the importance of the issue in view, the WP-EFF Task Team on Conditionality was set up under 
Cluster C on Transparent and Responsible Aid. 
 
9. The Task Team was mandated to undertake the following tasks: (i) to document and assess 
country-level practices of conditionality to review progress on the implementation of  AAA 
commitments (baseline study), and (ii) to document examples of good practices on conditionality, 
with a view to reinforcing country ownership and focusing on results-based conditionality, and (iii) to 
discuss possible implications of conditionality practices for stakeholders and lessons learnt and 
present key messages for HLF-4.  
 
10. It is important to acknowledge that aid conditionality covers a spectrum of different types of 
engagements. Moreover, whilst most discussion of conditionality has focused on commitments 
related to the provision of budget support; in practice such commitments are but a subset of a wider 
range of commitments that link donor financial support to actions by partners. Whilst it was not 
possible in a study of this nature to cover the full range of commitments, the study nevertheless 
places emphasis on the main types of support (primarily general budget support, sector support, and 
project aid), and distinguishes between types of conditions (such as prior actions, desired outcomes, 
procedural requirements and so on) and the content of the conditions (typically policy related 
issues).  For the purposes of this study the following definition of conditionality was used: 
 

Commitments that are agreed between a development partner (donor/creditor) and partner 
country as part of the provision of support, and any other conditions/requirements that 
must be satisfied for disbursement of approved funds/provision of support. 

 
Commitments on Conditionality in the AAA 
 
11. In the Paris Declaration on Aid Effectiveness under the partnership commitment ‘Alignment’, 
donors agreed to draw conditions, whenever possible, from the partner’s national development 
strategy or the annual review of this strategy.  They also agreed to link their funding to a single 
framework of conditions and/or a manageable set of indicators derived from the partner’s national 
development strategy.  In the AAA, donors and partners made commitments to reiterate their 
intention to ground conditionality in national development strategies (Box 1). 
 

Box 1. Conditionality Commitments in the Accra Agenda for Action (para. 25) 
 
To strengthen country ownership and improve the predictability of aid flows, donors agreed in the 
Paris Declaration that, whenever possible, they would draw their conditions from developing 
countries’ own development policies. We reaffirm our commitment to this principle and will continue 
to change the nature of conditionality by taking the following actions: 
a) Donors will work with developing countries to agree on a limited set of mutually agreed 
conditions based on national development strategies.  [Signatories] will jointly assess donor and 
developing country performance in meeting commitments. 
b) Beginning now, donors and developing countries will regularly make public all conditions 
linked to disbursements. 
c) Developing countries and donors will work together at the international level to review, 
document and disseminate good practices on conditionality with a view to reinforcing country 
ownership and other Paris Declaration Principles by increasing emphasis on harmonised, results-
based conditionality. They will be receptive to contributions from civil society. 
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Assessment of Country-Level Practices of Conditionality and Progress on the implementation of the 
Paris Declaration/AAA Commitments 
 
12. Documented evidence on progress of conditionality commitments is limited. While some 
development partners have explicit policy/guidance and evidence on conditionality, there is no 
substantive country based evidence on conditionality. The evidence presented here is based 
primarily on a study commissioned by the task team, which used both desk review and field work in 
selected partner countries. Effort was also made to collect evidence from the 2011 Survey on 
Monitoring the Paris Declaration. 
 

1. 2011 Survey on Monitoring the Paris Declaration  
 
13. There are no indicators to measure progress on conditionality in the Paris Declaration. 
However, at the request of the Task Team, two questions on conditionality were included in the 
2011 Survey on Monitoring the Paris Declaration qualitative survey of 2011, namely: (1) What 
progress has been made in agreeing on a limited set of conditions drawn from the country’s national 
development strategy? What are the challenges faced?, and (2) What progress has been made and 
challenges faced in regularly making public all conditions linked to disbursements at the country 
level? 
 
14. The qualitative responses from this survey have yet to be formally analysed, but the 
preliminary data from 45 partner countries was provided to the consultant preparing the Phase II 
study. 19 of the 45 partner countries (i.e. 42% of the countries) emphasised a range of good 
practice3 (Table 1).  The qualitative responses also reflect that several partner countries continue to 
face challenges with respect to conditionality4. 
 
Table 1: Types of Good Practice identified by partner countries that participated in 2011 Survey on 
Monitoring the Paris Declaration 

National Processes Sector initiatives Promoting 
Transparency 

Performance/ 
Results-based 
Conditionality 

Joint Actions 

7 countries 
mentioned National 
processes the 
country has 
embarked upon to 
ensure a limited set 
of conditions are 
linked to the National 
Development 
Strategy 

2 countries 
mentioned sector 
initiatives aimed at 
ensuring a limited set 
of conditions are 
aligned to the 
relevant sector 
strategy 

5 countries 
mentioned actions 
that had been taken 
to promote 
transparency with 
respect to 
conditionality 

5 countries 
mentioned 
Performance 
Agreement 
Frameworks to which 
conditions are 
aligned 

No joint actions were 
mentioned 

 

15. The most common aspects of good practice that a preliminary analysis of the 2011 Survey on 
Monitoring the Paris Declaration data suggests are as follows: 

 
i) Partner Countries ensuring that conditions are aligned to the national development 

process;  

                                                        
3 Examples included Cambodia’s use of Joint Monitoring Indicators to guide budget support disbursement triggers, 
measures adopted by the Nepalese government to make all conditions public, and Uganda’s establishment of the Joint 
Budget Support Framework (JBSF) in 2009 and the subsequent agreement on annual JAF policy actions and 
indicators in order to provide the basis for dialogue and assessment of performance. 
4 Examples included Bolivia’s concerns with tied aid and the high preponderance of conditions still associated with 

project aid in Rwanda. 
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ii) Partner Countries taking steps to promote transparency through improved 
management information systems; and  

iii) Partner Countries ensuring that donors align conditions to PAFs.  
 

2. Study of the Task Team 
 
16. The study was conducted in two parts: the first part focused on the practice of conditionality 
by 19 major Multilateral and bilateral donors using desk review, the second part focused on partner 
countries’ perspectives on approaches to conditionality based on a desk review, and a detailed 
analysis of conditionality in 6 partner countries (Bangladesh, Bolivia, Ghana, Honduras, Nepal and 
Uganda).5 
 
17. Progress of development partners on conditionality commitments since the Paris 
Declaration. Phase 1 of the study (Foster et al., 2011) developed a framework that examined both 
common types of conditions, and also the content of common conditions in order to assess the 
current state of conditionality (see Appendix 3). The framework illustrates that there is potential to 
attach conditionality to any inter-governmental agreement, but the scope of the conditions tends to 
be proportional to the scale and coverage of the aid provided. Thus, conditionality related to country 
allocation and budget support focuses mostly on objectives, policy actions, and standards, but leaves 
government more discretion over what the aid is spent on and how it is managed. With regard to 
project aid conditionality reflects the narrower objectives of this type of aid, and focuses on the 
operational requirements for the success of the project, and on what the funds are to be spent on 
and how they are to be managed.  
 
18. Phase I of this study also found that a number of agencies have explicitly reviewed 
conditionality, for example AsDB, DFID, IMF, Netherlands, and World Bank. World Bank and IMF, for 
instance, have revised their conditionality guidance based on previous evaluations, and have 
subsequently undertaken both in-house and independent evaluations of progress in implementing 
the revised approach. The AsDB has revised the approach to conditionality following a review of 
policy based lending that showed major problems of poor compliance with conditions. Moreover, 
examples of coherent policy responses to conditionality have emerged since the PD/AAA amongst 
some donors. The World Bank, AsDB and the IMF, for instance, have an established body of 
operational guidance on good practice principles for the design of conditionality and have 
subsequently issued appropriate staff instructions to clarify the relevant policies with regards to 
conditionality.    Some other bilateral agencies have made some changes pertaining to 
conditionality, although not in a comprehensive manner.  For example, DFID reviewed conditionality 
practices across the organisation in 2005 to provide a baseline for subsequent review of 
implementation of the new approach introduced at that time. Netherlands has conducted several 
reviews of its progress towards meeting the PD/AAA principles.   
 
19. Phase I concluded that, on the donors’ side, progress is being made towards meeting 
PD/AAA commitments with respect to conditionality, and the principles advanced remain valid. 
Donors are providing longer-term, more aligned, and less conditional commitments to finance the 
MDGs. Where conditions are imposed, they are being drawn from government sources (though with 
broader donor involvement in negotiating them). Although the performance assessment 
frameworks tend to be more extensive, the number of conditions linked to aid has reduced, and the 
sanctions imposed are more apt with far less stop-go conditionality. The multilateral development 
banks are still linking their programme aid to policy reform, albeit with stronger emphasis on 
ownership and thus safeguarding national decision-making processes through more flexible single-

                                                        
5
  While field work was carried out in Bangladesh, Nepal, Bolivia and Honduras, phone interviews were conducted in 

Ghana and Uganda. 
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tranche approaches based on prior actions. New players like the People’s Republic of China and 
India have become important sources of financing that is free of policy conditions. 

 
20. Observations drawn from donors’ experiences include the following: 
 

 A number of agencies have moved towards making longer-term commitments of 
continuing support to countries without conditions as long as there is no fundamental 
breach in commitment to the broader goals. For policy based lending and for 
programmatic support to project based approaches (PBAs)/sector wide approaches 
(SWAps), development partners normally see themselves as supporting a government-
led plan, and favour deriving their conditionality or performance assessment 
frameworks from a government source consistent with the objectives of the plan or 
strategy they are supporting. However, the evidence with regards to project aid is that it 
remains inconsistent with ownership particularly if it is earmarked for purposes the 
government would not have given the same priority, and if the management procedures 
prevent government from exercising a leadership role and coordinating the project with 
other activities in the sector 

 All donors claim to align with government policies and strategies, but the demands of 
alignment with government procedures and systems are more stringent. Whilst some 
donors provide a high and increasing share of their aid through government systems, 
many others continue to demand additional safeguard conditions when providing aid 
through government systems. 

 There is very wide support among the agencies for harmonised Performance 
Assessment Frameworks for budget or sector support. The number of conditions 
imposed by individual donors has reduced, and the extent of the sanctions imposed for 
non-compliance has been reduced, but more signatories has meant an increased 
number of targets/indicators in PAFs, and higher transaction costs in negotiating and 
monitoring. 

 Several donors have used variable tranches to encourage performance. 

 Only a few donors list conditions on their web sites. This partly reflects ambiguity over 
what is a condition and what is a performance indicator taken into account when 
making a broader judgment.  
 

21. Partner country evidence on progress on conditionality commitments. Phase II of the study 
found that whilst many donors have policies on conditionality no partner country has yet developed 
policies on conditionality, however, those with aid effectiveness strategies have laid the foundation 
for influencing the nature of conditionality in the future. Examples include the recently revised 
SWAps in partner countries which have led to a stronger likelihood that conditions are mutually 
agreed than before, finance agreements where the absolute number of conditions has been 
dramatically reduced, and improved coordination between donors to achieve a set of mutually 
agreed conditions derived from existing national or sectoral development strategies. 
 
22. In addition, evidence was found of Parliamentarians/ members of the legislature starting to 
get involved in debates around conditionality (primarily as part of discussions around approving loan 
agreements), albeit that they require skills training in this area in order to engage more effectively. 
Evidence was also found of Civil Society beginning to engage with these issues more extensively than 
in the past, and opportunities being created for them to engage with both partner country and 
donors on this issue. With respect to transparency of conditionality, there is evidence that 
increasingly conditions are being made public by donors, and initiatives are under progress to 
improve the transparency of aid including the information on conditionality.  
 



 

10 
 

23. Some of the key findings from partner countries’ experiences are as follows: 
 

 There is evidence of fewer conditions being introduced into agreements between 
partner countries and donors. The ability of partner country to negotiate with donors 
does also have an impact on decreasing the absolute number of conditions 

 The evidence suggests that conditions have increasingly come about as the result of 
mutual agreements between development partners and partner countries reflecting 
growing ownership. This is particularly the case in instances of sector budget support 

 Joint Financing Agreements have the benefit of ensuring that conditions are coordinated 
amongst DPs, and that there is a defined mutually agreed set of conditions. Further 
evidence of conditions being coordinated among different development partners can be 
found in those partner countries where there are effective and coordinated donor 
groups 

 There are a growing number of instances where conditions are linked to the most critical 
actions for the successful implementation of the program 

 With respect to the second AAA commitment on conditionality there is evidence that 
conditions are being made public. Aid flows to partner countries are transparent, and 
not only as a result of OECD DAC websites and DP websites, but also increasingly 
through partner country websites. 

 
24. Overall available evidence from Phase I and Phase II of the study suggests that progress has 
been noted on the AAA commitments on conditionality. Partner countries view the conditionality 
commitments as appropriate and moving forward they recognize the need for better 
implementation.  
 
Examples of Good Practices on Conditionality (and constraints if any)  
 
25. Evidence of good practice conditionality can be categorized into five broad areas, namely 
national mechanisms and processes, the use of sector budget support, initiatives to make 
conditionality more transparent, performance or results-based conditionality, and joint actions (by 
both donors and partner countries). Examples of good practices identified in the study include 
creating the systems to allow debate and discussion on conditionality; reducing the number of 
mutually agreed commitments based on national development strategies; empowering those in the 
legislature to engage more actively with aid effectiveness more generally, and conditionality more 
specifically; and creating the space for civil society to engage with debates around conditionality (for 
more details see Appendixes 1 and 2).  
 
26. Evidence was also found however, of ongoing constraints with regards to conditionality, 
including difficulty in meeting conditions, the associated unpredictability of aid; ongoing confusion 
over the definition and parameters of conditions; partner countries questioning the validity of so 
called “mutually agreed” conditions; and partner countries observing that conditions are often 
unrealistic, not specific to the context and are thus often “impossible to meet” (for more details see 
Appendix 4). 
 
Lessons Learned and Key Messages for HLF-4 
 
27. In general aid effectiveness debates over the past 5 years have opened up the space for 
partner countries and development partners to engage on issues such as conditionality. Whereas 
previously there was little awareness on these issues, today there is a growing awareness, and 
evidence can be found of government officials, civil society representatives, and parliamentarians 
being far more willing to engage and debate these issues. 
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28. Progress is being made towards meeting Paris Declaration/AAA commitments with respect 
to conditionality, and the principles advanced remain valid. The reduced use of specific conditions 
and greater use of minimum standards and overall assessments has reduced conditionality-related 
fluctuations in aid levels, but makes it harder for governments to be sure where they must focus 
their efforts within long and demanding performance assessment frameworks. The multilateral 
development banks are still linking their programme aid to policy reform, but with strong emphasis 
on ownership, and on leaving space for national decision-making processes by using more flexible 
single-tranche approaches based on prior actions.  
 
29. The growth of SWAps may have improved country ownership of project aid to some extent, 
though donor policy and expenditure earmarking and procedural requirements continue to be a 
constraint on the ability of governments to ensure that national priorities get fully funded first. 
Progress in increasing ownership and alignment of the conditions of relatively large project aid 
commitments from DAC donors is unclear and would be worth further investigation.  
 
30. The key messages for HLF-4 are: 
 

 Overall available evidence suggests that progress has been made on the AAA 
commitments on conditionality.  

 Partner countries view the existing conditionality commitments as appropriate and 
sufficient for the present, and moving forward they recognize the need for better 
implementation of existing commitments.  

 Good practices on conditionality should continue to be identified and disseminated. 

 Not only should conditions linked to disbursements continue to be regularly made 
public, but so should progress in meeting these conditions be regularly made public. 

 A stronger focus on results is needed in some cases, and should be addressed jointly by 
a partner country government and its donors.  Some performance tranches paid to the 
national treasury have been too small and too remote from service delivery to provide 
much of an incentive. 

 Explanations should be provided as to why conditions are necessary, both to be 
transparent and to engender understanding and support. 

 
31. Based on the partner country position paper, and in consultation with the partner country 
contact group, the Task Team decided to prioritize the issue of transparency of conditionality.  In 
view of this, the Task Team has requested the Task Team on Predictability and Transparency to 
include a statement which addresses a continued commitment to transparency of conditionalities. 
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Appendix 1: Matrix of Examples of Good Practice on Conditionality 
 

Accra Agenda for Action 
Commitments and Some 

Related Approaches 

Good Practice Examples 

1.1. Limited in number 
(paragraph 25.a), which has 
spurred efforts to have fewer 
conditions 

o The AsDB, IMF, World Bank, the Netherlands and DfID are all donors that have 
actively produced evidence to demonstrate a reduction in the number of 
conditions per policy-based operation. 

o In the Food and Agriculture sector in Ghana, CIDA initially introduced a set of 36 
conditions three years ago; today there are only 12 mutually agreed conditions 
governing the bilateral agreement between Canada and Ghana. 

1.2. Conditions are mutually 
agreed (paragraph 25.a) –
including donor and partner 
country 

o There is very wide support among the agencies for harmonised Performance 
Assessment Frameworks (PAFs) for budget or sector support (for example, see 
the experience in Ghana).  

o Pooled funding in Bangladesh, Nepal and Bolivia has created the opportunities for 
donors to mutually agree on conditions as part of the Joint Finance Agreements 
(JFAs). 

1.3. Conditions are 
coordinated among different 
development partners where 
appropriate  

o JFAs have the benefit of ensuring that conditions are coordinated amongst 
donors.  

o Further evidence of conditions being coordinated among different development 
partners can be found in those partner countries where there are effective and 
coordinated donor groups. An example of this can be found in the monthly donor 
meetings (the Mesas de Coordinación, a “Bolivian Partner Group” known as the 
Grupo de Socios de Bolivia, GRUS) in Bolivia where donors will discuss and debate 
the progress of donor funded initiatives in Bolivia, and critique and coordinate the 
conditions embedded in these initiatives. 

1.4. Conditions are derived 
from existing government 
national strategies (paragraph 
25.a) and/ or sectoral 
strategies  

o For policy based lending and for programmatic support to project based 
approaches (PBAs)/sector wide approaches (SWAps), development partners 
normally see themselves as supporting a government-led plan, and favour 
deriving their conditionality or performance assessment frameworks (PAF) from a 
government source consistent with the objectives of the plan or strategy they are 
supporting (see for instance the SWAps in Nepal and Bangladesh, and the role of 
the PAF in Ghana). 

o All donors claim to align with government policies and strategies, but the 
demands of alignment with government procedures and systems are more 
stringent. Whilst donors such as The EC, Netherlands, Sweden and DFID have 
been among a group of donors providing a high and increasing shares of their aid 
through government systems, 

o JFAs that govern the involvement of donors in certain sectors in Bangladesh, 
Nepal and Bolivia are closely aligned to the key priorities of the applicable sectors, 
which in turn address specific needs within the relevant national development 
strategies of these countries. 

1.5. Conditionality focuses on 
the most critical actions for the 
successful implementation of 
the initiative being supported  

o The National Roads and Airport Infrastructure Project, co-financed by the 
Government of Bolivia and a proposed credit from the World Bank, is a good 
example of mutually agreed conditions being linked to critical actions for the 
successful implementation of the program. 

o Another example of where conditions are linked to the most critical actions for 
the successful implementation of the program is the Third Primary Education 
Development Project (PEDPIII) in Bangladesh supported by a project loan from 
the AsDB and other forms of aid from a number of different donors (including 
AusAID, CIDA, DFID, EC, JICA, SIDA, IDA, Netherlands, NORAD, UNICEF). 

2.1.Make public all conditions 
linked to disbursements 
(paragraph 25.b) 

o More donors, such as the AsDB, DfID, World Bank amongst others, are listing 
conditions on their websites. Notwithstanding this, ambiguity remains over what 
is a condition and what is a performance indicator taken into account when 
making a broader judgment.   

o Partner countries have yet to publically list conditions on their websites. 
Nevertheless, the role of Joint Annual Reviews in assessing the progress of SWAps 
does allow for regular assessments of progress made in meeting conditions. 

3.1. Involvement of civil society 
in shaping conditionality  

o In Bangladesh, attempts are being made to systematically engage civil society on 
a regular basis in debates around aid effectiveness more generally, and 
conditionality more specifically. The development of the Joint Cooperation 
Strategy and Action Plan in Bangladesh has led to the creation of Local 
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Consultative Groups (LCG) which implement and monitor different aspects of the 
plan. A key feature of the LCGs is that they include a wide range of different 
roleplayers including government, donors and civil society, 

o In Ghana, civil society plays a key role in the broad-based dialogue forum known 
as the Consultative Group (CG), which meets each year to reflect on the 
development challenges of Ghana. 

o In Nepal, CSOs are also afforded the opportunity to engage with the NDS through 
the National Planning Commission, particularly at sub-national levels of 
government. 

4.1. Involvement of partner 
country legislatures in shaping 
conditionality  

o Partner country legislatures approve loan agreements and beginning to interact 
with the conditions attached to these loans. 

o In Bangladesh, where a national development (the National Strategy for 
Accelerated Poverty Reduction II - NSAPR II) was debated for the first time by 
parliament in 2010, there is a gradual increase in awareness of aid effectiveness 
issues, including conditionality. 

5.1. Partner country and 
donors working together to 
ensure that the conditions 
were satisfied  

o Initiatives by the World Bank in strengthening Public Financial Management 
systems in Bolivia, Honduras and Nepal, have played a critical role in making it 
more likely that other donors will channel their aid through these systems. 

o An example of conditionality ensuring good policy-based lending practices is the 
Philippines Development Policy Support Program Cluster funded by a loan from 
the AsDB and the Japanese government, which restored macro-economic 
stability, and measurably improved fiscal and public management. 
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Appendix 2: Selected Examples of Good Practice 

Introduction 
 

These examples of good practice have been identified during Phase I and Phase II of this 
study, and also draw on other sources of information on conditionality (including the Task 
Team on Transparency and Predictability, the 2011 Monitoring the Paris Declaration Survey, 
and examples provided by members of the Task Team on Conditionality). 

National Processes 
 

1. Bangladesh Development Forum (BDF), the Joint Cooperation Strategy (JCS) and its agreed 
Action Plan (signed in June 2010): it is hoped that at the national level this will consolidate 
the formal dialogue mechanism and strengthen the partnership with re-enforced 
commitments in Bangladesh. Parliamentarians, representatives of the CSOs, academia, and 
other stakeholders were involved in the formulation of JCS at different levels, supported by 
the Local Consultative Group (LCG) mechanism. Whilst the annual meeting of the BDF 
remains the highest level forum for aid effectiveness in Bangladesh, and in which the 
international development community is reminded of the country’s development needs, 
donor efforts are harmonized and mutual accountability is promoted, it is the the LCG 
Plenary which is the main platform for regular dialogue between the Government of 
Bangladesh (GoB) and DPs. The LCG Plenary is co-chaired by the Secretary ERD and the Chair 
of the DP-Executive Committee (an elected committee of DPs) and provides a forum for on-
going dialogue between the GoB and DPs on the country’s development challenges, national 
plans and strategies, and new development initiatives. A number of LCG working groups are 
in operation in order to promote and facilitate more in- depth dialogue and collaboration on 
specific sectors or thematic areas. In the LCG plenary GoB and DPs have agreed to 
restructure the working groups to make them more effective and ensure alignment with 
GoB’s National Strategy for Accelerated Poverty Reduction II (NSAPR II). 
 

2. Donor Coordination, Bolivia: in the monthly donor meetings (the Mesas de Coordinación, 
within the Grus) in Bolivia where donors will discuss and debate the progress of donor 
funded initiatives in Bolivia, and critique and coordinate the conditions embedded in these 
initiatives.  As a donor observed “the GRUS plays a key role in coordinating and facilitating 
such activities”. 

 
3. Multi-donor Budget Support (MDBS), Ghana: which plays a critical role in ensuring a 

continuous flow of aid to enable the government to finance its poverty related expenditures. 
A critical feature of MDBS is that unlike direct budget support, MDBS aims to harmonize 
policies and procedures of donors in order to minimize transaction costs for the recipient 
country. The operational framework of the MDBS was initially the Ghana Poverty Reduction 
Strategy (GPRS), but since 2010 it is the Ghana Shared Growth and Development Agenda 
(GSGDA). The medium-term expenditure framework (MTEF) and the budget process provide 
the instrument for allocating resources. Key features of the MDBS include a common review 
process for all the donors (against specific targets jointly agreed on and specified in the 
Progress Assessment Framework, the PAF), and thus all key role players meet according to 
an agreed schedule to jointly review the implementation and attainments of the NDS. 
Moreover, those donors who support the MDBS have committed to facilitate the 
implementation of the GSGDA both through direct budgetary support and complementary 
support provided through their own wider development cooperation Programmes. In order 
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to facilitate the management of the MDBS a MDBS Group has been established. This group is 
responsible for overseeing the implementation of providing direct support to the 
Government of Ghana’s budget towards the implementation of the Medium-Term National 
Development Policy Framework (MTNDPF). The Annual Review of the Multi-Donor Budget 
Support programme will be conducted to assess GoG’s performance in the implementation 
of mutually agreed benchmarks as outlined in the MDBS Policy Matrix and Framework 
Memorandum. 

 
4. Ghana Aid Policy and Strategy, 2011 – 2015: aims to ensure aid effectiveness by aligning aid 

to Ghana’s national development priorities and serves as a guide to Government, 
Development Partners, Civil Society Organizations and other stakeholders in the 
management and coordination of external aid in Ghana. The key objective of the strategy is 
to support Ghana in the attainment of the Millennium Development Goals, and it thus 
outlines the procedures and policies required to ensure this objective is met, including more 
effective country ownership and leadership and improved alignment with development 
priorities. The strategy also emphasises the need for Development Partners to align to the 
MTNDPF and the need for DPs to dialogue with the Government of Ghana in Consultative 
Group meetings to ensure that the respective DP pledges/commitments reflect the 
Government of Ghana’s needs and priorities. 

 
5. New aid management platform, Honduras: the new aid management platform under 

discussion in Honduras with its stated goal of promoting aid effectiveness could lead to a 
substantial reduction to conditionality in Honduras. Ultimately the architects of the aid 
management platform would like to see “full disclosure on all matters pertaining to 
conditionality”. The hope is that the new system will “differentiate between conditions and 
compliance with these conditions, and the system must also document why these conditions 
are there in the first place”.  

 
6. Poverty Reduction Support Operation (PRSO), Laos: PRSO is budget support funded by 

Australia, EU Delegation, Japan and the World Bank. PRSO performance assessment 
framework was derived from national and sectoral priorities and includes three general 
conditions for disbursement all of which are based on the national development strategy. 

 
7. Aid Policy and National Development Plan (NDP), Lesotho: the nascent NDP and newly 

formulated Aid Policy will attempt to strengthen Government of Lesotho’s participation and 
determination in the setting of conditionality and PAFs through an explicit requirement of 
donors contained in the Aid Policy to respect the priorities and objectives (including linked 
indicators) of the NDP. 

 
8. National Development Forum, Nepal: brings together government officials, 

parliamentarians, representatives from civil society and DPs on an annual basis to conduct 
Joint Annual Reviews (JARs). At these JARs participants discuss annual progress, policy and 
future development plans aligned to Nepal’s national development strategy.  Whilst 
admittedly conditionality is not a topic that has been  extensively debated in this forum 
there is nevertheless a structure in place to allow all relevant parties the space to mutually 
agree on a set of conditions that are aligned to the development priorities of Nepal. 

 
9. Uganda Partnership Policy (PP): the draft policy drawn up by the Government of Uganda 

hopes to ensure that Development Partners limit conditionalities to policy commitments in 
the National Development Plan (NDP) and that DPs “simplify or abolish procedural 
conditionalities where possible due to their detrimental impacts on the predictability of aid 
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funding”. The Uganda PP sets out the guiding principles and priorities of the Government of 
Uganda’s approach to the management of its relationship with donors, within the context of 
the country’s development strategy and against the backdrop of the PD and the AAA. The 
main objectives of the policy are fourfold: 

 

 to improve the effectiveness of development cooperation through greater government 
ownership and leadership,  

 strengthen economic management by increasing flows of development assistance 
through the budget, and coordinating off-budget flows,  

 increase transparency and accountability between the Government and DPs and 
between the Government and its citizens in the management of development 
cooperation, and  

 accelerate progress towards policy coherence in Uganda’s relationships with its 
development partners.  

 
10. In addition, the draft Uganda PP does outline a far greater involvement of parliament in ODA 

debates, including those related to conditionality, than previously. For instance, it is 
envisaged that as part of parliament’s role to scrutinize and monitor public expenditure it 
will participate in sector working groups, debate and approve the aid and borrowing plans 
presented in the budget, debate and approve loans, and  “receive and debate an annual 
report on loans and grants, as well as an annual report on implementation of the PP as part 
of NDP execution” 
 

11. Poverty Reduction Support Credit, Vietnam: The Poverty Reduction Support Credit, 
launched in 2001, has developed into a model of best practice on conditionality in budget 
support operations, based on principles which were subsequently reflected in the Paris 
Declaration and Accra Agenda for Action. The annual conditions take the form of short-term 
policy actions designed to achieve Vietnam’s stated development goals. They are negotiated 
between Government of Vietnam and Development Partners (DPs) through sectoral working 
groups, with non-funding DPs able to participate, making the instrument a key platform for 
policy dialogue on development policy.’ (Wood et al 2011)6. 

Sector Budget Support 
 

12. The Third Primary Education Development Project (PEDPIII), Bangladesh: PEDP III is funded 
by a project loan from the AsDB and other financing from a number of different donors 
(including AusAID, CIDA, DFID, EC, JICA, SIDA, IDA, Netherlands, NORAD, UNICEF). Although 
PEDP III uses a program-based approach (PBA), the donors disburse directly to Bangladesh’s 
treasury. Disbursement is conditioned upon meeting a set of results called ‘Disbursement 
Linked Indicators’ which reflect the priorities of the education sector including: 

 

 Increased net enrollment  

 Increased completion rates  

 Improved support for the teaching/learning environment  

 Improved measurement of student learning  

 Reduction in regional disparities for disadvantaged children in access to education 
 

                                                        
6Cited in Lister, S and Carter R (October 2011) Volume 1: Aid Predictability – Synthesis of Findings and Good Practices. 

Prepared for the DAC Working Party on Aid Effectiveness – Task Team on Transparency and Predictability, p. 43. 
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13. The Health, Nutrition and Population Sector Programme (HNPSP), Bangladesh: this SWAP 
(the sector strategy that is aligned to the health priorities of the Government of 
Bangladesh’s national development strategy, embedded in the NSAPR II) hosts an Annual 
Program Review (APR) prior to which   an independent group of consultant (both local and 
international) reviews the progress of the past year (against the outcome specified 
conditions) and makes some recommendations for future implementation. The aim is to 
help focus the policy dialogue during the review by providing GOB and DP representatives 
with organised analysis to identify issues that need to be addressed, and suggesting possible 
actions.  
 

14. Fondos canasta’ (basket funds), Bolivia: Where JFAs are in place these can ensure “donor 
unity and consistency of application of JFA conditions”. In addition the ‘triggers’ in the JFA 
include corrective measures to ensure fiduciary compliance.  JFAs also ensure that 
conditions are common for all contributing donors, and this mechanism by default creates a 
set of mutually agreed conditions that are derived from the sector strategy. 

 
15. The National Roads and Airport Infrastructure Project, Bolivia: Co-financed by the 

Government of Bolivia and a proposed credit from the World Bank, this is a good example of 
mutually agreed conditions being linked to critical actions for the successful implementation 
of the program7. The specific objective of the project is “to improve the  year-round 
 transitability  of  the  San  Buenaventura  –  Ixiamas  national  road  and  improve  the 
 safety,  security  and   operational  reliability  of  the  Rurrenabaque  Airport”. The mutually 
agreed conditions and legal covenants, of which there are six, address the following key 
aspects of the project, namely, 

 

 The need for an operations manual, which is adopted and acceptable to the 
Administración  de  Aeropuertos  y  Servicios Auxiliares  a  la  Navegación  Aérea  (Airport 
 and  Aviation  Services Administration - AASANA). 

 A team of dedicated professionals is established to provide technical and administrative 
support throughout the project implementation. 

 The project shall be carried out in accordance with a number of other PND, including the 
Indigenous Peoples Development Plan. 

 The construction of the runway will be regularly maintained and operated in a manner 
satisfactory to AASANA. 

 Government of Bolivia commits to provide sufficient funds for the successful 
implementation of Component 3 of the project. 

 Government of Bolivia will create and  maintain  operational  a  participatory   working 
 group   for  the  sustainable  development   of  the area  economically  benefiting from 
the  Project. 

 
16. Programa de Reforma Educativa (PRE), Bolivia:  conditions have been agreed between the 

donors working in the sector and the then Ministry of Education and Culture (Ministerio de 
Educación y Culturas - MEC), today Ministry of Education, which will ensure more effective 
management of the programme. Thus the mutually agreed conditions comprise of quality 
improvement measures, institutional capacity building measures and measures to support 
the Ministry of Education in the areas of programme management and monitoring . 

 

                                                        
7 Information drawn from Project Appraisal Document on a Proposed Credit in the amount of SDR 69,65 million (US$ 
109,5 million equivalent) to the Plurinational State of Bolivia for the National Roads and Airport Infrastructure Project. 
(April 2011). World Bank Report No: 59305-BO. 
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17. Sector Working Groups, Ghana: are used to coordinate sector budget support in Ghana, 
including ensuring that support provided by donors meets the priorities of the respective 
sectors in Ghana and also to ensure that conditions are mutually agreed and aligned to 
sector strategies. 

 
18. Local Government and Rural Development, Ghana: in order to improve the performance of 

of the Metropolitan, Municipal and District Assemblies (MMDAs)8. In order to ensure greater 
efficiency, transparency and accountability, the Government of Ghana has established the 
District Development Facility (DDF) in collaboration with its key Development Partners 
(CIDA, DANIDA, KfW, AFD), and to which the World Bank will also contribute. Under the DDF, 
the government provides performance-based funding as an incentive to MMDAs who 
comply with rules, legal regulations and policies in the performance of their mandates. This 
is done through an assessment conducted on a yearly basis using the Functional 
Organizational Assessment Tool (FOAT). The overall objective is to ensure the efficient 
provision of basic community infrastructure and service delivery through the judicious use of 
resources, in addition to reinforcing the intergovernmental fiscal framework to strengthen 
local public financial management and accountability for improved infrastructure and 
services in urban assemblies; and to improve citizens’ engagement with urban assemblies 
and their perceptions of urban management. 

 
19. School Sector Reform Programme, Nepal: a SWAp that runs from 2009 to 2015, and it 

displays a number of aspects of good practice with regards to conditionality. The sector 
strategy is clearly aligned to the needs of the sector and NDS, and is overseen by strong 
leadership of the Ministry of Education, this in turn has led to: 

 

 Joint Financing Arrangement between government and donors, with mutually agreed 
commitments that are critical to the success of the SWAp 

 Pool funding that utilises Nepal’s PFM system, thus excluding separate financial and 
procurement conditions evidenced elsewhere in Nepal (such as in the transport and 
roads sector). In addition to enhance mutual accountability, and respond to 
conditionality concerns, government and the donors agreed to implement the GAAP in 
the sector. 

 Harmonized approach in the sector can be seen in the JARs which promote joint 
monitoring, evaluation and reporting. This ensures mutually agreed conditions are 
regularly assessed, and are assessed in forums that include the involvement of civil 
society.  

Making Conditionality Transparent 
 

20. Government of Bangladesh website: Government of Bangladesh publishes some of the 
programme documents specific to the HNPSP and other sector – wide initiatives, within 
which is a set of mutually agreed conditions that govern the distribution of the pooled funds, 
and which address the development priorities of the sector. In addition, conditions are made 
public through the Economic Relations Division’s website (www.erd.gov.bd) and LCG 
website (www.lcgbangladesh.org) in Bangladesh. 
 

                                                        
8 Information drawn from the World Bank (2011) ‘Project Appraisal Document on a Proposed Credit in the Amount of 
SDR 112,1 Million (US$ 175 Million Equivalent) to the Republic of Ghana for a Local Government Capacity Support 
Project’, Report No: 59039-GH. Similar approaches are in place in many countries, associated with UNCDF, see 
http://www.uncdf.org/english/local_development/docs/thematic_papers/0510_Delivering/. 

http://www.erd.gov.bd/
http://www.lcgbangladesh.org/
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21. Action Plan to Improve Development Cooperation Effectiveness in Bolivia: the Ministry of 
Development Planning through the Vice-Ministry of Public Investment and External 
Financing (VIPFE) has stated that several action are to  be undertaken including information 
sharing on external financing conditions (for grants and loans) and access to it, following the 
“Action Plan to Improve Development Cooperation Effectiveness in Bolivia”, which is a 
guiding document that is being finalizing considering the inputs from the National Evaluation 
of the Paris Declaration, Phase 2, as well as the Monitoring Survey. The Action Plan is 
schedule to be presented in advance of the IV High Level Forum on Aid Effectiveness to be 
held in Busan in the fourth quarter of 2011. 

 
22. Government of Nepal website: the Ministry of Finance (http://www.mof.gov.np/) in Nepal 

regularly publishes aid flow information and other aid effectiveness related issues on its 
website, including the Joint Financing Arrangements (JFAs) for the Health SWAp and for the 
School Sector Reform SWAp in the Education Sector. 

 
23. Publishing Memoranda of Understanding, Nigeria: The signing of MOUs and other bilateral 

and multilateral agreement are made public with members of the press and civil society 
invited to participate. The conditions for such engagements and cooperation are released to 
the press for transparency and openness. 

 
24. Uganda Partnership Policy: will require all DPs to report all flows of development assistance 

(commitments and disbursements) in order to promote transparency and to facilitate the 
timely implementation of programmes.  To facilitate such reporting, the Government will 
implement an aid information management system (AIMS) that will enable DPs to record 
information on commitments and disbursements in a timely manner. Furthermore, the 
policy also outlines that the Ministry of Finance, Planning and Economic Development 
(MoFPED) will “be responsible for overseeing the fulfillment of all conditions to ensure loan 
and grant agreement effectiveness. It will also keep inventories of agreements and 
documentation and maintain the AIMS will be responsible for overseeing the fulfillment of 
all conditions to ensure loan and grant agreement effectiveness. It will also keep inventories 
of agreements and documentation and maintain the AIMS”. 

 
25. Government web-site, Ukraine: On the official web-site of the Ministry of Economic 

Development and Trade of Ukraine the information about international technical assistance 
projects realizing in Ukraine and registered in the Ministry of Economy of Ukraine is posted 
on a monthly basis. The Ministry is working on the issue to implement web interface for 
publishing the project data (limited to some reasonable level of confidentiality, as per 
Government’s discretion) which will allow for transparent access and effective use of the 
existing information and set up an open and transparent system for providing timely 
information to beneficiaries, recipients, donors and public. 

Monitoring Conditionality 

 
26. Right to Information Act 2009, Bangladesh: Government has designated an officer in all line 

Ministries/Divisions for providing information to those who apply for the information. 
Conditionality is now independently monitored by both the Economic Relations Division 
(ERD) of the Ministry of Finance. In addition, the Legislative and Parliamentary Affairs 
Division (Legislative Branch of the Government) of the Ministry of Law, Justice & 
Parliamentary Affairs is responsible for drafting, scrutinizing and examining all contracts and 
agreements including international contracts and agreements and all other legal and other 
instruments. During the process, this agency monitors conditionality.  

http://www.mof.gov.np/
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27. Ghana Aid Policy and Strategy, 2011 – 2015: the Government of Ghana is working work 

towards improved reporting of external resource flows through, primarily, filling existing 
gaps in aid statistics. To facilitate this process, DPs will be expected to make full disclosure of 
their respective assistance to Ghana, employing reporting formats that adhere to the PFM 
system. The Government of Ghana will, in this regard, develop a standard reporting format 
for external aid flows. 

 
28. Nepal’s Constituent Assembly: Members of the Nepal’s legislature (Nepal’s Constituent 

Assembly) periodically engage with conditionality, primarily as part of discussions around 
approving loan agreements. The following measures are adopted to ensure that the 
conditions associated with loan agreements are made public, albeit often after the loan 
agreement has been signed. 

 

 Each and every foreign loan and grant project document is forwarded to the cabinet for 
its approval before reaching an agreement. 

 The loan agreement is debated by and then approved within cabinet 

 Each and every foreign loan and grant signing agreement ceremony is conducted in front 
of the press and a press release is put on the website of the Ministry of Finance. 

 All the conditionalities attached to a loan or grant is made public and thus civil society 
and the media can debate the implications of the agreement 

 
29. Nepal’s Constituent Assembly: whilst parliament in Nepal does not scrutinize bilateral 

agreements, there there is a likelihood that this may occur in the near future. The Interim 
Constitution requires the Ministry of Finance (MoF) to submit a detailed comparison of the 
financial results and budgets of all ministries to Parliament at the end of the each fiscal year. 
As a result over the past five years Parliament’s Public Accounts Committee (PAC) has 
become a much stronger voice in aid effectiveness debates as it scrutinizes financing 
agreements, payment schedules, programme expenditure and the like. PAC meetings are 
public and thus receive considerable coverage in the media, especially as the PAC has of late 
challenged a number of decisions and actions in respect to ODA. 

 
30. Budget Act, Uganda: Members of Uganda’s parliament periodically engage with 

conditionality, primarily as part of discussions around approving loan agreements. Where 
possible, the conditions and government obligations attached to loan agreements are 
currently publicized on a loan by loan basis by their inclusion in the annexes of public reports 
to Parliament, such as the annual Report on Loans, Guarantees and Grants as required by 
the Budget Act. 

Holding the Legislature to Account 

 
31. Water Sector, Bolivia: legislation was eventually passed on the basis that it was a key 

condition of much needed aid for the water sector program. The water sector ensured the 
Bolivian Assembly enacted necessary legislation to strengthen water related regulations in 
the country (a mutually agreed condition that donors in the sector and the relevant 
ministries had identified at the outset of the program). The Assembly was initially reluctant 
to pass the necessary legislation (in part due to its own inefficiencies, and in part because it 
believed that its own sovereignty was being undermined). However, once those in the sector 
managed to lobby successfully, by demonstrating the link between the legislation, the needs 
of the sector, and the disbursement commitments made by donors the legislation was 
eventually passed. Thus the Water sector was able to use conditions that specified that the 
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regulatory framework needed to be strengthened in order to facilitate the realisation of the 
sector strategy. 
 

32. Criminal Justice Sector, Honduras: the Criminal Justice Sector in Honduras ensured Congress 
enacted necessary legislation to strengthen the rule of law in the country (a mutually agreed 
condition that donors in the sector and the relevant ministries had identified at the outset of 
the program). Congress in Honduras was initially reluctant to pass the necessary legislation, 
but eventually those in the sector were successful in lobbying congress. A key feature of the 
lobbying was the ability to demonstrate the link between the needs of the sector, and the 
disbursement commitments made by donors. 

 
33. PFM, Nepal: the enactment of legislation to strengthen the PFM systems in Nepal came 

about when the Finance Ministry ensured Nepal’s Constituent Assembly adopted the 
necessary legislation in Nepal. This legislation was a mutually agreed condition that donors 
and the relevant ministry had identified at the outset. The NCA was initially reluctant to pass 
the necessary legislation however, once those in the sector managed to lobby successfully, 
by demonstrating the link between the legislation, the needs of the sector, and the 
disbursement commitments made by donors the legislation was eventually passed. 

Performance/ Results-based Conditionality 
 

34. Joint Monitoring Indicators (JMI), Cambodia: The JMIs are used to guide budget support 
disbursement triggers. The Joint Monitoring Indicators have been employed by the 
Government and its development partners since the 2004 Consultative Group meeting and 
are based on the results-frameworks established by Government and development partners 
in all Technical Working Groups (TWGs), with critical indicators identified and elevated to 
the status of JMI for regular reporting and discussion at the Government-Development 
Partner Coordination Committee (GDCC. 

 
35. Ghana Aid Policy and Strategy, 2011 – 2015: records that the Government of Ghana “shall 

actively encourage outcome-based conditionalities, as opposed to policy-based 
conditionalities and triggers, in the formulation of DP support programmes to the country”. 
With regards to general budget support the Performance Agreement Framework (PAF) plays 
a critical role in ensuring that conditions are mutually agreed and are results based. In the 
case of general budget support, the process of setting conditions includes the identification 
(with the Government) of a selective joint matrix of policy actions to be supported by DPs, 
and aligning the monitoring and evaluation frameworks through a common rolling 3-year 
Progress Assessment Framework (PAF).  All of the conditions are drawn from the 
government priorities stated in the national strategy, sector strategies and the MTNDPF. 
 

36. Country Performance Assessment Framework (CPAF), Rwanda: the CPAF is drawn from 
goals, outcomes, and policy actions of Rwanda’s Economic Development and Poverty 
Reduction Strategy provides for the main conditionality framework for the general and 
sector budget support. The CPAF was developed in 2008, under the leadership of the 
Government and in close collaboration with donors and other development partners. The 
policy measures and indicators have been prioritized based on consultations and discussions 
held through the Sector Reviews and Sector Working Groups. All donors who provide 
general or sector budget support in Rwanda use the CPAF with its indicators as a base on 
which to make disbursement decisions. The framework for alignment is outlined in the 
revised partnership Agreement, including procedures and modalities for a multi-donor 
approach to budgetary support. Reporting on the CPAF indicators is led primary at the sector 
level through biannual Joint Sector Reviews in advance of the Joint Budget Support Review 
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37. Joint Budget Support Framework (JBSF), Uganda: the establishment of the JBSF in 2009 and 

the subsequent agreement on annual JAF policy actions and indicators provides the basis for 
dialogue and assessment of performance”. The result of this, according to the Government 
of Uganda is that those development partners who provide budget support now “base 
disbursement decisions on the conditions, actions and results indicators. Conditionality has 
therefore moved towards ex-post assessment of performance with a focus on results as 
envisaged in the AAA”. 

 
38. Budget Support, Tanzania: Since 2001 the conduct of budget support donors has been 

governed by a Partnership Framework Memorandum *…+. Under the Partnership 
Framework Memorandum budget support donors commit to providing information on 
future disbursements in advance of the budget year, disburse all commitments made within 
the Tanzanian budget year and attempt, where possible, to front load their disbursements 
within the first quarter. There is also a general rule that conditionality should be ex post and 
based on the implementation of measures in the Performance Assessment Framework (PAF) 
that is linked to the MKUKUTA and IMF assessments of macroeconomic performance. Final 
commitments made by budget support donors thus should reflect any reductions as a result 
of conditionality (i.e., missed performance targets or triggers for variable tranches). (Smith 
and Leyaro 2010)9. 

Joint Actions 
 

39. Strengthening PFM, Bolivia: initiatives by the World Bank in strengthening Public Financial 
Management systems in Bolivia have played a critical role in making it more likely that other 
donors will channel their aid through these systems, and it has also helped the respective 
Finance Ministries ensure far tighter control over the finances of ministries where budget 
control has historically been weak. 

 
40. Strengthening PFM, Nepal: the work by the World Bank in preparation of the Public 

Procurement Act, (PPA) its undertaking of the Public Expenditure and Financial 
Accountability (PEFA) study and its promotion of the Governance and Accountability Action 
Plans (GAAP) in the health and Educations SWAps have all markedly strengthened Nepal’s 
PFM systems. Thus whereas previously conditions relating to financial management in Nepal 
had been resented, there is a growing recognition that provided the partner country is 
assisted in meeting the conditions, then conditions relating to strengthening PFM systems 
and other fiduciary related conditions can be seen to have considerable benefit for the 
partner country. 

Other Instances of Good Practice 

Good Policy-Based Lending Practice 

 
41. The Philippines Development Policy Support Program Cluster: In the early and middle years 

of the decade beginning in 2000, the Philippine economy was characterized by slower 
growth than its neighbors, low savings and investment ratios, and growing macroeconomic 
imbalance, as characterized by increasing fiscal deficits and accentuated by poor public 
sector financial management. Analytical work by the AsDB had adequately identified a 
number of growth related issues, including macroeconomic and fiscal questions, critical 
constraints to the country’s development, and the overall investment climate and 

                                                        
9 Cited in Lister, et al. (October 2011), p. 43. 
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incentives. The pro-active policy dialogue stemming from this analytical work was fully 
aligned and consistent with the government’s Medium Term Philippine Development Plan, 
2004-2010. Ensuing discussions with the government resulted in the design and subsequent 
implementation of the cluster program loan package. Country ownership of the supported 
reforms was further enhanced and deepened by AsDB initiatives and discussions with civil 
society, such as with the Philippines Development Forum. 
 

42. The policy-based lending package was highly relevant in that it was honed in on the 
country’s most central economic policy problems affecting growth performance. As such, it 
was well customized to country circumstances. With an overall goal to increase investment, 
the objectives of the cluster program were to: (i) improve fiscal sustainability, through tax 
policy reform, better tax administration, reduced inefficient spending, and improved debt 
management; (ii) strengthen governance in public financial management with better budget 
preparation and execution, enhanced performance management, reformed procurement 
practices, and the implementation of anti-corruption and enforcement strategies; (iii) 
improvements in the investment climate; and (iv) enhanced human capital and social 
inclusion.  

 
43. The cluster program was implemented as planned and on schedule. This was the case 

despite some degree of complexity, given the nature of the policy and institutional reforms 
supported.  Some 40 separate prior actions – or policy triggers – were included. The AsDB 
made good use of technical assistance support to the government to assist in 
implementation. As a whole, the triggers were well designed, thereby satisfying the criteria 
of criticality in PBL design. In addition, the AsDB used the cluster program to harmonize its 
support to the Philippines with other donors around a government reform program. The 
Japanese government, for example, was a partner in the operation and co-financed the loan 
package. 

 

44. The overall results of the cluster program loan package have proved to be quite positive. 
Macroeconomic stability has been restored. Fiscal and public sector management has been 
measurably improved. The country’s international credit rating has increased, and the 
overall investment climate has improved. 

Making Aid more Predictable10 

 
45. Task Team on Transparency and Predictability: The DAC Task Team on Transparency and 

Predictability commissioned a study on aid Predictability in preparation for the 2011 High 
Level Forum.11 The study found that the characteristic unpredictability of aid has serious 
costs at all levels of public finance management and therefore for development results. 
Despite the Paris and Accra commitments and the recognition of the critical role of aid 
predictability, the study concluded that progress on aid predictability has to be seen as 
disappointing. Quantitative evidence from the Paris Declaration (PD) monitoring surveys 
shows poor performance against the PD indicators, which themselves focus only on short-

                                                        
10 Information drawn from Lister et al (October 2011). 
11  The study objectives were to take stock of progress in meeting commitments on aid predictability, to identify 
institutional impediments that affect both donors and partner countries, and to highlight good practices towards 
improved aid predictability. An assessment framework was developed and applied in examining country cases and 
reviewing donor practices. Twelve donors participated in the donor review (Australia, Belgium, Canada, Denmark, 
the European Commission, Finland, Germany, Luxembourg, New Zealand, Portugal, Switzerland and the World Bank), 
and there were three country case studies (Cambodia, Rwanda and Sierra Leone) and three from a previous exercise 
by the World Bank and ODI (Ghana, Tanzania, Uganda). 
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term predictability. Country contexts tend to be complex (with donor and aid instrument 
proliferation and aid fragmentation); even taking into consideration this complexity, the aid 
predictability study revealed apparently lacklustre action on predictability, in particular by 
donors. 
 

46. The study highlights the links between predictability and conditionality. For a number of 
years OECD DAC has promoted appropriate and transparent conditionality as a crucial factor 
in improving predictability. The failure to meet conditions (often of a fiduciary or  
administrative nature, rather than policy or performance conditions) is a frequent  cause of 
unreliability in aid delivery, and the relevance and quality of conditions may legitimately be 
reviewed from the perspective of their effects on the long-term  predictability and the short-
term reliability of aid. At the same time the study's definition of predictability acknowledges 
that aid is not unpredictable if it is withheld because of a failure to meet clearly-specified 
conditions. This in turn may be linked to an argument that conditions themselves should be 
designed to ensure that aid is used more effectively. 

 
47. While overall progress on predictability has been disappointing, the study found that there 

are a number of good practices that donors and partner countries can learn from to address 
some of the problems of unpredictable aid (and constraints that need to be overcome in 
doing so). For example, some donors are introducing innovative initiatives such as longer-
term aid instruments; some recipient governments are introducing planning, budgeting and 
aid management processes to support overall public resource (and aid) predictability; and 
together some donors and recipient governments are working to coordinate aid information 
management. 
 

48. The study summarises some general principles of good practice to be: 

a. The underlying importance of strengthening country PFM systems, and the potential 
for aid practices either to undermine or to reinforce such systems. 

b. Transparency is essential for predictable aid but it is not the whole answer: aid 
needs to be reliable too.  

c. Working together is critical: a one-way flow of information from donors to recipient 
governments is not sufficient and so far there has not been enough attention to the 
interaction between donor and government behaviour that is needed to make aid 
more predictable and reliable. 

d. There is no “magic bullet”: increasing the transparency and reliability of aid requires 
a whole series of interlocking operational problems to be addressed, with action 
both by partner governments and by donors. Which actions are most important will 
depend on the country context.  

e. Given the multiplicity of aid effectiveness issues, it is easy for predictability to get 
lost in the crowd. At the same time “predictability” issues are not easily 
compartmentalised: the aid effectiveness issues of predictability, conditionality, 
transparency, use of country systems etc require to be addressed in a holistic way. 
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Appendix 3: Types of Conditions by Type of Aid Agreement (drawn from 
Phase I of the study) 

 
Aid decision 

or 

instrument 

Entry conditions Actions Outputs or 

outcomes 

Earmarking 

use of aid 

Procedural 

requirements 

Country aid 

allocation 

 

Criteria for long-

term partnership, 

e.g. poverty 

reduction, human 

rights, PFM 

Examples: EC, 

DFID, 

Netherlands. 

Support for 

foreign policy 

positions 

Examples: ‘one 

China’ policy 

Allocations based 

on Country 

Performance  

assessments 

Example: MDBs 

May specify 

sectors or 

strategic 

priorities.  

May specify 

tying or loan 

terms 

GBS 

 

EC, DFID, 

Netherlands, 

Sweden, 

Germany, CIDA 

define minimum 

standards for 

baseline spending 

Disbursements 

are conditional 

on government 

implementing 

specific actions. 

Example: MDB 

budget support 

is disbursed 

based on 

completed 

actions; most 

GBS has PAF, 

usually with 

action triggers 

for some  of the 

funds 

Disbursement 

based on 

achieving 

output/outcome 

targets 

Example: IMF, EC  

variable or 

performance 

tranche 

Not used, 

inconsistent 

with GBS 

(though 

dialogue may 

address overall 

composition of 

expenditures.  

May have some 

safeguard 

requirements 

beyond Govt 

systems, the 

extent differs 

between DPs 

SBS 

 

Minimum 

standards as for 

GBS, plus 

endorsement of 

sector policy and 

plan 

Sectoral PAF 

with actions, 

may have 

triggers for a 

portion of the 

funds 

Targets are 

normally 

specified, but not 

usually linked to 

sanctions for 

non-performance 

Usually 

nominally 

earmarked to 

sector (but, on 

broader 

definitions, 

includes cases 

where donor 

funds are 

traceable 

within the 

government 

system). 

Extent of 

requirements 

beyond Govt 

systems differs 

Other 

programme 

based 

approaches 

(including 

SWAps) 

Usually 

endorsement of 

sector or 

programme 

strategy and 

implementation 

plan 

Usually a PAF, 

not usually with 

explicit link to 

disbursement  

Targets specified, 

monitored as 

part of annual 

assessment and 

influences future 

commitments 

Some donors 

provide 

earmarked 

support: US, 

UN, Germany, 

GFATM, DFID, 

N Zealand, 

CIDA,  

Project donors 

specify their 

own 

procedures, 

there may be 

joint 

procedures for 

pooled funding  
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Aid decision 

or 

instrument 

Entry conditions Actions Outputs or 

outcomes 

Earmarking 

use of aid 

Procedural 

requirements 

Stand-alone 

Projects 

Within donor 

priorities, 

acceptable sector 

strategy and 

policies, minimum 

standards such as 

avoidance of 

corruption, 

observance of 

environmental 

standards, etc 

Mostly 

operational, e.g. 

appointing staff; 

might have 

requirements re 

maintenance 

organisation 

(roads) or tariffs 

(power), or 

government 

contribution. 

All projects have 

output or 

outcome targets, 

a few  link  

spending to them 

Project funding 

is earmarked, 

by definition 

Range from  

tied turn-key 

projects (China) 

to project 

investments 

using mostly 

government 

systems (some 

MDB projects) 
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Appendix 4: Key Constraints with Conditionality - as identified by the 6 
partner countries that participated in Phase II of the study 

 

Partner Country Key Constraints 

Bangladesh  Too little emphasis is placed on conditions that are country specific (and thus relevant to the 
Bangladesh context)  

 Too many conditions are preconceived by certain development partners prior to the provision 
of aid, regardless of type of aid being provided 

 Tied aid 

Bolivia  Concerns remain regarding tied aid 

 High prevalence of project aid continues to attract many conditions 

 Too much emphasis on implementation conditionality as opposed to outcome/ result based 
conditionality  

 Policy related conditionality remains very prevalent in Bolivia 

 Multi-faceted experiences with a multitude of different donors (in particular the difference 
between multilaterals and bilaterals/ financial vs. technical cooperation) make the 
management of conditionality onerous for the partner country. 

Ghana  Policy based conditionality remains very prevalent in Ghana with certain donors continuing to 
emphasise a wide range of policy reforms including sound macroeconomic policies and 
management; Sound budgeting and PFM systems; good governance and respect for human 
rights 

 Explanations are not always provided by donors as to why certain pre-prescribed conditions are 
necessary 

Honduras  A high number of ODA funded initiatives in Honduras are beset with ‘stop-go’ aid, often due to 
conditions not being met 

 Policy conditionality is very prevalent in Honduras, especially with respect to macro-economic 
stability, good governance 

 certain donors have pre-prescribed conditions which regardless of the context insist they be 
included in any financing agreement between themselves and the Honduran Government 

Nepal  The prolonged ongoing political instability in Nepal means that many of the mechanisms, 
systems and policies in place for promoting aid effectiveness are transient and relatively fragile 

 Agreeing to conditions that are either not country specific or are unrealistic to the context of 
Nepal due to weak political leadership 

 Building conditionality awareness amongst parliamentarians to ensure they hold ministries to 
account 

 Inability/ weak capacity within government ministries to monitor and ensure that conditions 
are met satisfactorily  

 Differences in opinion as to the implications of a joint understanding or framework between 
the Government and donors on foreign aid resource mobilization 

 Different development partners emphasise different issues when discussing conditionality (e.g. 
issues raised by development partners include governance, political reforms and human rights 
issues)  

 Strengthening Nepal’s PFM systems to ensure that more donors are sufficiently satisfied to use 
Nepal’s systems than do at present 

 Conditionality still affects the predictability of aid in Nepal, which leads to the disruption of 
programmes 

 Transparency on conditionality remains problematic within Nepal as the Aid Effectiveness 
division (or anyone else for that matter) is not able to monitor conditionality 

 Concerns that it is the donors rather than the political leaders of Nepal who are driving policy 

Uganda  The Government of Uganda (GoU) “does not currently capture systematic information on 
disbursement triggers and conditions in the aid information database. Whilst specific project 
conditions are contained within the specific financing agreements signed by GOU and 
development partners, follow up of the agreed conditions only occur at the sector and project 
levels. 

 The GoU remained concerned that policy conditionalities increase transaction costs and reduce 
predictability of development cooperation and that procedural conditions (such as loan or 
grant procedural conditions, counterpart funding commitments and procurement and 
disbursement procedures) continue to overburden government. 

 


