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In 2004 a group of 24 aid agencies and 7 partner governments commissioned a joint
evaluation of General Budget Support (GBS).  Its purpose was:

ttoo  aasssseessss  ttoo  wwhhaatt  eexxtteenntt  aanndd  uunnddeerr  wwhhaatt  cciirrccuummssttaanncceess  GGBBSS  iiss  rreelleevvaanntt,,
eeffffiicciieenntt  aanndd  eeffffeeccttiivvee  ffoorr  aacchhiieevviinngg  ssuussttaaiinnaabbllee  iimmppaaccttss  oonn  ppoovveerrttyy  rreedduuccttiioonn  aanndd  ggrroowwtthh..

This independent study was led by the International Development Department of the University of Birmingham.
Its outputs are seven country case studies – for Burkina Faso, Malawi, Mozambique, Nicaragua, Rwanda,
Uganda, and Vietnam – and a Synthesis Report.

This Briefing Paper draws on the evaluation’s findings to answer basic questions about 
General Budget Support.
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Thematic Briefing Papers

The full series of thematic briefing papers is:
1:  What are the effects of General Budget Support?
2:  When and how should General Budget Support be used?
3:  How can the risks of General Budget Support be managed?
4:  How does General Budget Support affect ownership and

accountability?
5:  GBS – Policy Questions and Answers
6:  GBS – General Questions and Answers

Briefing Papers on the Synthesis Report and each of the country studies
are also available.

Q1. What is General Budget
Support?

1.1 What is GBS?
General Budget Support (GBS) is aid
to governments that is not earmarked
to specific projects or expenditure
items. The recipient government can
use it to support its expenditure
programme as a whole.  The aid is
mixed with the government’s own
revenues and disbursed through the
government’s own financial
management system.

Although GBS money is not
earmarked to specific expenditures, it
is part of a broader understanding
about how the government’s
resources will be used.  Box 1
describes a typical GBS “package”. 

In countries where GBS is provided, it
plays a pivotal role in the relationship
between the government and its aid
partners (see Box 2).

1.2 Is GBS a new form of aid?
No, unearmarked  aid to government
budgets has been provided before, in
several different forms:

• Several former colonies received
general budgetary grants for some
years after independence. 

• Balance of payments support
(including structural adjustment
lending by the World Bank and
IMF) often generated local currency
that governments could use to
support their budgets according to
their own priorities.  

• More recently, debt relief has been
an important form of budget
support.  For example, when
bilateral donors used special debt
relief funds to service developing
countries’ debts to the World Bank
and IMF, governments were able to
spend an equivalent amount on
their own domestic priorities
instead.

However, recent forms of GBS have
focused more directly on the
government budget.  They have been
designed to support nationally-owned
Poverty Reduction Strategies in ways
that would strengthen national
capacity and ensure more sustainable
development – hence the
designations “poverty reduction
budget support” and “partnership
General Budget Support”.

1.3 What is meant by partnership?

The philosophy behind Poverty

Reduction Strategy Papers (PRSPs) is
that support for government-owned
poverty reduction strategies should
replace attempts to impose external
solutions through conditionality.
(Studies in the 1990s concluded that
imposed conditionality was generally
ineffective.)

The conditions attached to
partnership GBS are meant to be
jointly-agreed targets in pursuit of
objectives that are shared by the
government and its aid partners.  A
partnership approach thus requires a
lot of common ground about poverty
objectives.  At the same time, aid
agencies must be prepared to give
the government space to determine
its own detailed priorities and the
means of achieving them.

The Joint Evaluation found that
traditional styles of aid management
tend to change slowly, but the
conditions attached to partnership

or else require stringent additional
safeguards (e.g. by earmarking funds
to specific budget items).

Corruption is a problem in almost all
countries, and it can affect all forms
of aid. GBS requires a basic level of
trust between partners.  Corruption –
especially high-level corruption –
undermines this.  Corruption also
corrodes public support for aid in
donor countries.

GBS donors have made action
against corruption a condition of their
aid, and have also supported anti-
corruption strategies through project
aid, technical assistance and support
to civil society organisations.  GBS-
supported  strengthening of public
finance management has tended to
reduce opportunities for corruption.

While corruption remains a serious
issue, the Joint Evaluation did not find
that GBS was more vulnerable to
corruption than other aid modalities.

4.4 What if Government and donors
don’t agree?

Donors do not embark on GBS unless
there is a broad level of agreement
with the government about its
development objectives, and
especially its poverty reduction
strategy.

Experience shows that, in cases where

feature of second-generations
Poverty Reduction Strategies.

• Through ccaappaaccii ttyy  ddeevveellooppmmeenntt.
GBS is already supporting the
strengthening of national systems,
but there is much scope for more
coordinated donor support to
national strategies for capacity
development.

• By focusing on ccoommpplleemmeennttaarrii ttyy
bbeettwweeeenn  aaiidd  iinnssttrruummeennttss.
Donors and partner governments
need to develop strategies that will
explicitly strengthen
complementarities between GBS
and other aid instruments, at
country and sector levels.  The aim
should be to maximise the
combined effectiveness of all aid
modalities.  Independent aid
reviews should monitor the
aggregate effectiveness of aid and
national strategies.

• By adopting lloonnggeerr--tteerrmm
ppeerrssppeecctt iivveess: Donors are still
generally unable to commit funds
more than two or three years
ahead.   Longer term commitments
are required to assure partner
countries of finance to meet the
Millennium Development Goals.
Genuinely long- term budget
support instruments should be
developed.2

major political disagreements arise,
GBS tends to be withdrawn more
rapidly than other forms of aid.

On the other hand, frameworks for
managing GBS (see Box 1 above)
provide for joint government–donor
review of the implementation of
poverty reduction strategies, with
opportunities to discuss differences as
they arise.

In principle, GBS donors seek to
avoid micro-management of
government policies, focusing more
on the joint review of their results.

Q5. How should GBS be
improved?

The Joint Evaluation recommended a
number of ways to make GBS more
effective:

• By ssttrreennggtthheenniinngg  tthhee  ppooll iicciieess  ii tt
ssuuppppoorrttss::

– GBS dialogue can be used to
address the quality, efficiency and
pro-poor responsiveness of public
services;

– GBS donors can support the
strengthening of national institutions
for policy-making and review;

– GBS can be used to support the
better balance between growth
strategies and strategies for basic
service delivery that is already a

EEmmaaii ll ::   eevv--ddeepptt@@ddffiidd..ggoovv..uukk
TTeell::  ++4444((00))11335555  884433338877  
FFaaxx::++4444((00))11335555  884433664422  

6. General Budget Support: 
General Questions 
and Answers

2 For more on this, see Thematic Briefing Paper 3 (How can the risks of General Budget Support be managed?).
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GBS are less imposed and more the
outcome of joint target-setting by the
government with donors.

1.4 Is GBS linked to debt relief?
Debt relief is a form of budget
support if it enables government to
divert debt service funds to other
budget expenditures (see Q1.2
above).

The Heavily Indebted Poor Countries
(HIPC) initiatives played a big role in
the trend towards GBS.  To be eligible
for HIPC relief, debtor countries were
required to strengthen their public
finance management systems and to
prepare Poverty Reduction Strategy
Papers.  The PRSPs were meant,
among other things, to demonstrate

how debt relief would lead to
increased “pro-poor” public
spending. 

Many donors began explicit budget
support programmes when HIPC debt
forgiveness made their debt relief
programmes redundant.  Thus the
HIPC-inspired PRSPs became a focus
for partnership GBS, while the HIPC
approach reinforced attention to the
strengthening of public finance
management.

Q2. What does GBS do?

2.1 What is GBS supposed to do?
GBS is meant to be a way of
financing development strategies,
which at the same time has a  wide

ppaarrttnneerrss.  Dialogue is more
constructive and oriented towards
shared objectives.  In a number of
cases, GBS dialogue has been
helpful in addressing issues that cut
across agencies and sectors (e.g.
HIV/AIDS, environment).

The Joint Evaluation expressed
reservations about: 

• UUnncceerrttaaiinn  eeffffeeccttss  oonn  ppoovveerrttyy.
It was too early to assess long-term
effects on poverty.  GBS had helped
to increase access to basic services,
but likely effects on income poverty
and empowerment of the poor
were judged to be small (see Q3.4
below).

• TThhee  qquuaall ii ttyy  ooff  bbaassiicc  sseerrvviicceess.
Almost inevitably, quality of services
suffered in the drive for expansion.
A challenge now is to use the
monitoring and dialogue channels
afforded by PRBS to address quality
issues, including the poverty-
targeting of services,  more
effectively in future. 

3.2 Wouldn’t it be better to provide
money directly for schools and
hospitals?

When the government has an
effective financial management
system, budget support is a good way
to finance schools and hospitals.
Finance through the government
budget is more likely to ensure a
balance between the capital costs of
new schools and hospitals and the
recurrent costs of paying teachers
and doctors.

Donor funding for school and
hospital projects may be appropriate
as part of an agreed sector strategy
when general (or sector) budget
support is not practical.  Projects may
also be the most practical way to
deliver technical assistance or to pilot
innovative approaches.  

3.3 How do we know GBS funds
aren’t wasted?

Although GBS funds are not
earmarked to particular projects, the
GBS donors are vigilant in
safeguarding the use of aid funds at
each stage of the process:

• GBS is not provided unless the
donors are satisfied (a) that the
government is genuinely committed
to a credible development strategy,
and (b) that its systems for public
finance management are adequate
and improving.

• Successive installments of GBS are
linked to government undertakings
about its expenditure priorities and
the reforms it is undertaking
(including measures to strengthen
public finance management and
tackle corruption).

• Donors complement GBS with
technical assistance to strengthen
public finance management; they
also work with parliaments and
non-state actors to strengthen
national systems of accountability.

• The government and donors jointly
monitor overall public expenditures
and macroeconomic and sectoral
performance, including the
implementation of specific
undertakings by the government. 

• CCaappaaccii ttyy  ddeevveellooppmmeenntt.
Although GBS helped to strengthen
public finance management,
complementary technical assistance
and capacity development support
was only weakly coordinated with
GBS.

• HHiigghh  lleevveell  ttrraannssaacctt iioonn  ccoossttss  ooff
nneeggoottiiaatt iinngg  aanndd  mmoonniittoorriinngg
aaiidd, which have not fallen as much
as expected.

GBS has not delivered:

• FFuunnddaammeennttaall  ppooll ii tt iiccaall
cchhaannggeess.  GBS does not transform
underlying political realities.  It  is
unrealistic to expect any form of aid
to do so.

Q3. Is GBS the best way to
give aid?

3.1 Is GBS better than other aid
instruments?

The Joint Evaluation concluded that
GBS is an effective instrument when
the government is implementing a

• If donors are not satisfied with the
government’s management of GBS
they may seek additional
safeguards, reduce their aid, or
revert to aid instruments that give
the government less discretion.

3.4 Does GBS really help poverty
reduction?

Partnership GBS is used to support
national poverty reduction strategies,
and so it reflects the strengths and
weaknesses of those strategies.  The
first set of Poverty Reduction Strategy
Papers focused strongly on expanding
access to basic public services,
especially primary education and
health care.   GBS has been an
efficient way of supporting those
strategies, but (see Q2 above) they
have had limited  effects on growth
and on raising the incomes of the
poor.  Second-generation PRSs are
paying more attention to growth and
income poverty reduction.

Q4. Which countries are
suitable for GBS?1

4.1 Where has GBS been used?
The case studies for the Joint
Evaluation showed that partnership
GBS can be adapted to a wide variety
of economic, political and institutional
settings.  Two of the countries
concerned (Mozambique and
Rwanda) had emerged from conflict
during the1990s, but all had
relatively effective governments
(towards the top half of the World
Bank rankings for government
effectiveness).  Vietnam was the only
case-study country that was not highly
dependent on aid.

Outside of the countries evaluated,
GBS has also been provided to
federal states, including direct budget
support to sub-national governments.

4.2 Where is GBS more likely to be
relevant?

The Joint Evaluation concluded that:

• GBS is most likely to be relevant in
aid-dependent countries.  These

poverty reduction strategy that its aid
partners broadly support.  The
government must be able to maintain
economic discipline and control
public expenditures, and there must
be a high level of trust between the
government and its partners.

In these circumstances, GBS avoids
many of the problems that
accompany other forms of aid (e.g.
uncoordinated projects that
undermine government systems,
impose high transaction costs and
lack sustainability).  GBS is a
powerful way of supporting the
Poverty Reduction Strategy as a
whole.  It tends to enhance the
country-level quality of aid as a
whole.  For example:

• it provides more funds for recurrent
costs, so that government can
operate the new facilities provided
through projects;

• all forms of aid benefit from the
strengthening of public finance
management systems;

• it promotes better coordination
among all donors, and more
consistent expenditure plans across
sectors.

While there is often an important role
for general budget support, it is not a
complete substitute for other ways of
providing aid.  The Joint Evaluation
noted that different aid instruments
can complement each other.  For
example, well-designed technical
assistance can reinforce the capacity-
building effects of GBS; projects can
be useful in trying out innovations, or
as a way of managing large
infrastructure projects.

The Joint Evaluation therefore
advocates a portfolio approach which
does not assume that one modality is
always superior, but rather looks
explicitly at the comparative
advantages and the
complementarities between modalities
in any given situation.

The Joint Evaluation also concluded
that budget support focused on
particular sectors could be a useful
complement to general budget
support, as long as general and
sector budget support are carefully
coordinated in support of consistent
economic and budgetary targets.

are the countries that have to
reconcile large aid flows (usually
from many different sources) with
the healthy development of state
institutions.  (However, Vietnam
shows that GBS can also be useful
in a less aid-dependent setting.)

• The country’s government must be
a credible partner, in terms of its
commitment to a poverty reduction
strategy and in terms of its ability to
follow through on its own strategy.

• Basic standards of governance and
of macroeconomic management
are needed for GBS to be effective.
However, there are no mechanical
thresholds: GBS donors balance the
risks from weak government
systems against the government’s
commitment to reform and the
potential for GBS to help in
strengthening systems.

Full-scale GBS is unlikely to be
practical in fragile states or states
newly emerging from conflict.
However, the Joint Evaluation findings
suggest that bringing aid within the
scope of national planning and
financial management systems should
be a priority in fragile states too.

Donors should follow an incremental
strategy with GBS – introducing it on
a small scale and then broadening its
scope as all partners gain experience
and performance improves.

4.3 Doesn’t GBS mean working with
corrupt and undemocratic
governments?

GBS is only used by donors who
consider that the government is an
acceptable partner in pursuing
poverty reduction.  Some
governments are considered too
undemocratic to work with in this way
– and internal political conflict may
cause budget support to be
suspended.

There are also examples of
democratically elected governments
in states where public finance
management is so weak, and
corruption so rampant, that donors
are not prepared to entrust their
funds to government systems at all,

range of complementary effects, such
as: 

• Improved coordination and
harmonisation among donors and
alignment with partner country
systems and policies.

• Lower transaction costs.

• Greater predictability of funding.

• More efficient public expenditures.

• Increased effectiveness of the state
and public administration as GBS is
aligned with and uses government
allocation and financial
management systems.

• Improved domestic accountability
through increased focus on the
government’s own accountability
channels.

2.2 Does it work?

The Joint Evaluation found that
partnership GBS has delivered:

• FFiinnaanncciiaall  ssuuppppoorrtt  ttoo
iimmpplleemmeenntt  ppoovveerrttyy  rreedduucctt iioonn
ssttrraatteeggiieess  ((PPRRSSss)).  This has
underpinned the expansion of basic
service delivery.

• AAiidd  tthhaatt  iiss  bbeetttteerr  aall iiggnneedd  wwiitthh
ggoovveerrnnmmeenntt  ssttrraatteeggiieess.  GBS
and other aid has become more
clearly linked to national poverty
reduction strategies.

• AAiidd  tthhaatt  iiss  bbeetttteerr  aall iiggnneedd  wwiitthh
ggoovveerrnnmmeenntt  ssyysstteemmss.  GBS itself
is disbursed through government
systems, and has helped to
ssttrreennggtthheenn  ppuubbll iicc  ff iinnaannccee
mmaannaaggeemmeenntt. 

• MMoorree  hhaarrmmoonniisseedd  aaiidd.  GBS
donors coordinate with each other,
and the dialogue that focuses on
GBS also promotes harmonisation
of other aid modalities. 

• MMoorree  eeffff iicciieenntt  ppuubbll iicc
eexxppeennddii ttuurree.  Governments are
able to allocate more funds to
finance PRS priorities, with a better
balance between recurrent and
capital spending. Government
transaction costs during
programme implementation are
reduced.

• BBeetttteerr  ddiiaalloogguuee  bbeettwweeeenn
ggoovveerrnnmmeennttss  aanndd  tthheeiirr  aaiidd 1 Thematic Briefing Paper 4 considers this question in much more detail

Box 1: General Budget Support is a package

Budget support is usually linked to the implementation of a national
Poverty Reduction Strategy.  The exact arrangements for General Budget
Support differ according to the aid agency and recipient country
involved, but the typical GBS “package” includes:

• A basic agreement between the recipient country and its aid
partner(s), about the country’s aid strategy and objectives, and the
general principles of development cooperation.  A Memorandum of
Understanding (MOU) often reflects this agreement and sets out
arrangements for regular dialogue about general policies and the use
of budget support.

• Specific agreements about the amount of budget support to be
provided and the conditions for its disbursements.  There is usually a
general condition that the government will adhere to the broad
understandings set out in the MOU, plus specific conditions for the
disbursement of GBS funds.  The specific conditions usually include a
set of agreed policy measures that the government will undertake.
Some donors link at least part of their disbursement to the
achievement of set performance targets.

• An agreed procedure for monitoring and review of performance.
This monitoring and review is integrated into the preparation of
subsequent installments of budget support.  Among other things, the
GBS donors monitor the country’s public expenditures as a whole.

• GBS is accompanied by programmes to strengthen public finance
management, and GBS donors systematically monitor the  quality of
the country’s public finance management systems.

• GBS is part of broader efforts by donors to align their assistance with
the national Poverty Reduction Strategy, to harmonise aid from
different agencies, and to make more use of national procedures and
systems in the way that aid is provided. 

• GBS is accompanied by technical assistance and support for capacity
development, especially to strengthen planning, budgeting and
financial management.

Box 2: The Role of GBS in Aid Relationships 

GBS influences aid relationships as a whole.  This is illustrated by the
contrasting cases of Mozambique and Vietnam.

MMoozzaammbbiiqquuee is heavily dependent on aid from a large number of
bilateral and multilateral agencies..  A system of General Budget Support
grew out of concerns by some bilateral donors that the fragmentation of
aid was undermining government systems and priorities.  Although
budget support is a minority of aid flows, the system for preparation,
monitoring and review of budget support has become increasingly
integrated with the review of the national poverty reduction strategy, and
provides a framework for the monitoring and review of all forms of aid.
By 2005, 17 donors had signed a common Memorandum of
Understanding with the Government of Mozambique.  An elaborate
system of joint reviews timed to fit the government’s budgetary cycle has
been created, backed by an organisational structure of thematic and
working groups.  The review of government performance is matched by
an annual review of donors’ performance.

VViieettnnaamm is much less aid-dependent, but chose to prepare a national
Poverty Reduction Strategy in order to access the World Bank’s Poverty
Reduction Support Credit (PRSC).  The PRSC is Vietnam’s only GBS
instrument, but has been co-financed by an increasing number of
bilateral donors.  Both the government and the donors have found that
the PRSC provides a useful focus for dialogue about policy.  This dialogue
focuses on the ‘how’ rather than the ‘what’ – influencing the
implementation of policies, rather than introducing new ones.
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GBS are less imposed and more the
outcome of joint target-setting by the
government with donors.

1.4 Is GBS linked to debt relief?
Debt relief is a form of budget
support if it enables government to
divert debt service funds to other
budget expenditures (see Q1.2
above).

The Heavily Indebted Poor Countries
(HIPC) initiatives played a big role in
the trend towards GBS.  To be eligible
for HIPC relief, debtor countries were
required to strengthen their public
finance management systems and to
prepare Poverty Reduction Strategy
Papers.  The PRSPs were meant,
among other things, to demonstrate

how debt relief would lead to
increased “pro-poor” public
spending. 

Many donors began explicit budget
support programmes when HIPC debt
forgiveness made their debt relief
programmes redundant.  Thus the
HIPC-inspired PRSPs became a focus
for partnership GBS, while the HIPC
approach reinforced attention to the
strengthening of public finance
management.

Q2. What does GBS do?

2.1 What is GBS supposed to do?
GBS is meant to be a way of
financing development strategies,
which at the same time has a  wide

ppaarrttnneerrss.  Dialogue is more
constructive and oriented towards
shared objectives.  In a number of
cases, GBS dialogue has been
helpful in addressing issues that cut
across agencies and sectors (e.g.
HIV/AIDS, environment).

The Joint Evaluation expressed
reservations about: 

• UUnncceerrttaaiinn  eeffffeeccttss  oonn  ppoovveerrttyy.
It was too early to assess long-term
effects on poverty.  GBS had helped
to increase access to basic services,
but likely effects on income poverty
and empowerment of the poor
were judged to be small (see Q3.4
below).

• TThhee  qquuaall ii ttyy  ooff  bbaassiicc  sseerrvviicceess.
Almost inevitably, quality of services
suffered in the drive for expansion.
A challenge now is to use the
monitoring and dialogue channels
afforded by PRBS to address quality
issues, including the poverty-
targeting of services,  more
effectively in future. 

3.2 Wouldn’t it be better to provide
money directly for schools and
hospitals?

When the government has an
effective financial management
system, budget support is a good way
to finance schools and hospitals.
Finance through the government
budget is more likely to ensure a
balance between the capital costs of
new schools and hospitals and the
recurrent costs of paying teachers
and doctors.

Donor funding for school and
hospital projects may be appropriate
as part of an agreed sector strategy
when general (or sector) budget
support is not practical.  Projects may
also be the most practical way to
deliver technical assistance or to pilot
innovative approaches.  

3.3 How do we know GBS funds
aren’t wasted?

Although GBS funds are not
earmarked to particular projects, the
GBS donors are vigilant in
safeguarding the use of aid funds at
each stage of the process:

• GBS is not provided unless the
donors are satisfied (a) that the
government is genuinely committed
to a credible development strategy,
and (b) that its systems for public
finance management are adequate
and improving.

• Successive installments of GBS are
linked to government undertakings
about its expenditure priorities and
the reforms it is undertaking
(including measures to strengthen
public finance management and
tackle corruption).

• Donors complement GBS with
technical assistance to strengthen
public finance management; they
also work with parliaments and
non-state actors to strengthen
national systems of accountability.

• The government and donors jointly
monitor overall public expenditures
and macroeconomic and sectoral
performance, including the
implementation of specific
undertakings by the government. 

• CCaappaaccii ttyy  ddeevveellooppmmeenntt.
Although GBS helped to strengthen
public finance management,
complementary technical assistance
and capacity development support
was only weakly coordinated with
GBS.

• HHiigghh  lleevveell  ttrraannssaacctt iioonn  ccoossttss  ooff
nneeggoottiiaatt iinngg  aanndd  mmoonniittoorriinngg
aaiidd, which have not fallen as much
as expected.

GBS has not delivered:

• FFuunnddaammeennttaall  ppooll ii tt iiccaall
cchhaannggeess.  GBS does not transform
underlying political realities.  It  is
unrealistic to expect any form of aid
to do so.

Q3. Is GBS the best way to
give aid?

3.1 Is GBS better than other aid
instruments?

The Joint Evaluation concluded that
GBS is an effective instrument when
the government is implementing a

• If donors are not satisfied with the
government’s management of GBS
they may seek additional
safeguards, reduce their aid, or
revert to aid instruments that give
the government less discretion.

3.4 Does GBS really help poverty
reduction?

Partnership GBS is used to support
national poverty reduction strategies,
and so it reflects the strengths and
weaknesses of those strategies.  The
first set of Poverty Reduction Strategy
Papers focused strongly on expanding
access to basic public services,
especially primary education and
health care.   GBS has been an
efficient way of supporting those
strategies, but (see Q2 above) they
have had limited  effects on growth
and on raising the incomes of the
poor.  Second-generation PRSs are
paying more attention to growth and
income poverty reduction.

Q4. Which countries are
suitable for GBS?1

4.1 Where has GBS been used?
The case studies for the Joint
Evaluation showed that partnership
GBS can be adapted to a wide variety
of economic, political and institutional
settings.  Two of the countries
concerned (Mozambique and
Rwanda) had emerged from conflict
during the1990s, but all had
relatively effective governments
(towards the top half of the World
Bank rankings for government
effectiveness).  Vietnam was the only
case-study country that was not highly
dependent on aid.

Outside of the countries evaluated,
GBS has also been provided to
federal states, including direct budget
support to sub-national governments.

4.2 Where is GBS more likely to be
relevant?

The Joint Evaluation concluded that:

• GBS is most likely to be relevant in
aid-dependent countries.  These

poverty reduction strategy that its aid
partners broadly support.  The
government must be able to maintain
economic discipline and control
public expenditures, and there must
be a high level of trust between the
government and its partners.

In these circumstances, GBS avoids
many of the problems that
accompany other forms of aid (e.g.
uncoordinated projects that
undermine government systems,
impose high transaction costs and
lack sustainability).  GBS is a
powerful way of supporting the
Poverty Reduction Strategy as a
whole.  It tends to enhance the
country-level quality of aid as a
whole.  For example:

• it provides more funds for recurrent
costs, so that government can
operate the new facilities provided
through projects;

• all forms of aid benefit from the
strengthening of public finance
management systems;

• it promotes better coordination
among all donors, and more
consistent expenditure plans across
sectors.

While there is often an important role
for general budget support, it is not a
complete substitute for other ways of
providing aid.  The Joint Evaluation
noted that different aid instruments
can complement each other.  For
example, well-designed technical
assistance can reinforce the capacity-
building effects of GBS; projects can
be useful in trying out innovations, or
as a way of managing large
infrastructure projects.

The Joint Evaluation therefore
advocates a portfolio approach which
does not assume that one modality is
always superior, but rather looks
explicitly at the comparative
advantages and the
complementarities between modalities
in any given situation.

The Joint Evaluation also concluded
that budget support focused on
particular sectors could be a useful
complement to general budget
support, as long as general and
sector budget support are carefully
coordinated in support of consistent
economic and budgetary targets.

are the countries that have to
reconcile large aid flows (usually
from many different sources) with
the healthy development of state
institutions.  (However, Vietnam
shows that GBS can also be useful
in a less aid-dependent setting.)

• The country’s government must be
a credible partner, in terms of its
commitment to a poverty reduction
strategy and in terms of its ability to
follow through on its own strategy.

• Basic standards of governance and
of macroeconomic management
are needed for GBS to be effective.
However, there are no mechanical
thresholds: GBS donors balance the
risks from weak government
systems against the government’s
commitment to reform and the
potential for GBS to help in
strengthening systems.

Full-scale GBS is unlikely to be
practical in fragile states or states
newly emerging from conflict.
However, the Joint Evaluation findings
suggest that bringing aid within the
scope of national planning and
financial management systems should
be a priority in fragile states too.

Donors should follow an incremental
strategy with GBS – introducing it on
a small scale and then broadening its
scope as all partners gain experience
and performance improves.

4.3 Doesn’t GBS mean working with
corrupt and undemocratic
governments?

GBS is only used by donors who
consider that the government is an
acceptable partner in pursuing
poverty reduction.  Some
governments are considered too
undemocratic to work with in this way
– and internal political conflict may
cause budget support to be
suspended.

There are also examples of
democratically elected governments
in states where public finance
management is so weak, and
corruption so rampant, that donors
are not prepared to entrust their
funds to government systems at all,

range of complementary effects, such
as: 

• Improved coordination and
harmonisation among donors and
alignment with partner country
systems and policies.

• Lower transaction costs.

• Greater predictability of funding.

• More efficient public expenditures.

• Increased effectiveness of the state
and public administration as GBS is
aligned with and uses government
allocation and financial
management systems.

• Improved domestic accountability
through increased focus on the
government’s own accountability
channels.

2.2 Does it work?

The Joint Evaluation found that
partnership GBS has delivered:

• FFiinnaanncciiaall  ssuuppppoorrtt  ttoo
iimmpplleemmeenntt  ppoovveerrttyy  rreedduucctt iioonn
ssttrraatteeggiieess  ((PPRRSSss)).  This has
underpinned the expansion of basic
service delivery.

• AAiidd  tthhaatt  iiss  bbeetttteerr  aall iiggnneedd  wwiitthh
ggoovveerrnnmmeenntt  ssttrraatteeggiieess.  GBS
and other aid has become more
clearly linked to national poverty
reduction strategies.

• AAiidd  tthhaatt  iiss  bbeetttteerr  aall iiggnneedd  wwiitthh
ggoovveerrnnmmeenntt  ssyysstteemmss.  GBS itself
is disbursed through government
systems, and has helped to
ssttrreennggtthheenn  ppuubbll iicc  ff iinnaannccee
mmaannaaggeemmeenntt. 

• MMoorree  hhaarrmmoonniisseedd  aaiidd.  GBS
donors coordinate with each other,
and the dialogue that focuses on
GBS also promotes harmonisation
of other aid modalities. 

• MMoorree  eeffff iicciieenntt  ppuubbll iicc
eexxppeennddii ttuurree.  Governments are
able to allocate more funds to
finance PRS priorities, with a better
balance between recurrent and
capital spending. Government
transaction costs during
programme implementation are
reduced.

• BBeetttteerr  ddiiaalloogguuee  bbeettwweeeenn
ggoovveerrnnmmeennttss  aanndd  tthheeiirr  aaiidd 1 Thematic Briefing Paper 4 considers this question in much more detail

Box 1: General Budget Support is a package

Budget support is usually linked to the implementation of a national
Poverty Reduction Strategy.  The exact arrangements for General Budget
Support differ according to the aid agency and recipient country
involved, but the typical GBS “package” includes:

• A basic agreement between the recipient country and its aid
partner(s), about the country’s aid strategy and objectives, and the
general principles of development cooperation.  A Memorandum of
Understanding (MOU) often reflects this agreement and sets out
arrangements for regular dialogue about general policies and the use
of budget support.

• Specific agreements about the amount of budget support to be
provided and the conditions for its disbursements.  There is usually a
general condition that the government will adhere to the broad
understandings set out in the MOU, plus specific conditions for the
disbursement of GBS funds.  The specific conditions usually include a
set of agreed policy measures that the government will undertake.
Some donors link at least part of their disbursement to the
achievement of set performance targets.

• An agreed procedure for monitoring and review of performance.
This monitoring and review is integrated into the preparation of
subsequent installments of budget support.  Among other things, the
GBS donors monitor the country’s public expenditures as a whole.

• GBS is accompanied by programmes to strengthen public finance
management, and GBS donors systematically monitor the  quality of
the country’s public finance management systems.

• GBS is part of broader efforts by donors to align their assistance with
the national Poverty Reduction Strategy, to harmonise aid from
different agencies, and to make more use of national procedures and
systems in the way that aid is provided. 

• GBS is accompanied by technical assistance and support for capacity
development, especially to strengthen planning, budgeting and
financial management.

Box 2: The Role of GBS in Aid Relationships 

GBS influences aid relationships as a whole.  This is illustrated by the
contrasting cases of Mozambique and Vietnam.

MMoozzaammbbiiqquuee is heavily dependent on aid from a large number of
bilateral and multilateral agencies..  A system of General Budget Support
grew out of concerns by some bilateral donors that the fragmentation of
aid was undermining government systems and priorities.  Although
budget support is a minority of aid flows, the system for preparation,
monitoring and review of budget support has become increasingly
integrated with the review of the national poverty reduction strategy, and
provides a framework for the monitoring and review of all forms of aid.
By 2005, 17 donors had signed a common Memorandum of
Understanding with the Government of Mozambique.  An elaborate
system of joint reviews timed to fit the government’s budgetary cycle has
been created, backed by an organisational structure of thematic and
working groups.  The review of government performance is matched by
an annual review of donors’ performance.

VViieettnnaamm is much less aid-dependent, but chose to prepare a national
Poverty Reduction Strategy in order to access the World Bank’s Poverty
Reduction Support Credit (PRSC).  The PRSC is Vietnam’s only GBS
instrument, but has been co-financed by an increasing number of
bilateral donors.  Both the government and the donors have found that
the PRSC provides a useful focus for dialogue about policy.  This dialogue
focuses on the ‘how’ rather than the ‘what’ – influencing the
implementation of policies, rather than introducing new ones.
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GBS are less imposed and more the
outcome of joint target-setting by the
government with donors.

1.4 Is GBS linked to debt relief?
Debt relief is a form of budget
support if it enables government to
divert debt service funds to other
budget expenditures (see Q1.2
above).

The Heavily Indebted Poor Countries
(HIPC) initiatives played a big role in
the trend towards GBS.  To be eligible
for HIPC relief, debtor countries were
required to strengthen their public
finance management systems and to
prepare Poverty Reduction Strategy
Papers.  The PRSPs were meant,
among other things, to demonstrate

how debt relief would lead to
increased “pro-poor” public
spending. 

Many donors began explicit budget
support programmes when HIPC debt
forgiveness made their debt relief
programmes redundant.  Thus the
HIPC-inspired PRSPs became a focus
for partnership GBS, while the HIPC
approach reinforced attention to the
strengthening of public finance
management.

Q2. What does GBS do?

2.1 What is GBS supposed to do?
GBS is meant to be a way of
financing development strategies,
which at the same time has a  wide

ppaarrttnneerrss.  Dialogue is more
constructive and oriented towards
shared objectives.  In a number of
cases, GBS dialogue has been
helpful in addressing issues that cut
across agencies and sectors (e.g.
HIV/AIDS, environment).

The Joint Evaluation expressed
reservations about: 

• UUnncceerrttaaiinn  eeffffeeccttss  oonn  ppoovveerrttyy.
It was too early to assess long-term
effects on poverty.  GBS had helped
to increase access to basic services,
but likely effects on income poverty
and empowerment of the poor
were judged to be small (see Q3.4
below).

• TThhee  qquuaall ii ttyy  ooff  bbaassiicc  sseerrvviicceess.
Almost inevitably, quality of services
suffered in the drive for expansion.
A challenge now is to use the
monitoring and dialogue channels
afforded by PRBS to address quality
issues, including the poverty-
targeting of services,  more
effectively in future. 

3.2 Wouldn’t it be better to provide
money directly for schools and
hospitals?

When the government has an
effective financial management
system, budget support is a good way
to finance schools and hospitals.
Finance through the government
budget is more likely to ensure a
balance between the capital costs of
new schools and hospitals and the
recurrent costs of paying teachers
and doctors.

Donor funding for school and
hospital projects may be appropriate
as part of an agreed sector strategy
when general (or sector) budget
support is not practical.  Projects may
also be the most practical way to
deliver technical assistance or to pilot
innovative approaches.  

3.3 How do we know GBS funds
aren’t wasted?

Although GBS funds are not
earmarked to particular projects, the
GBS donors are vigilant in
safeguarding the use of aid funds at
each stage of the process:

• GBS is not provided unless the
donors are satisfied (a) that the
government is genuinely committed
to a credible development strategy,
and (b) that its systems for public
finance management are adequate
and improving.

• Successive installments of GBS are
linked to government undertakings
about its expenditure priorities and
the reforms it is undertaking
(including measures to strengthen
public finance management and
tackle corruption).

• Donors complement GBS with
technical assistance to strengthen
public finance management; they
also work with parliaments and
non-state actors to strengthen
national systems of accountability.

• The government and donors jointly
monitor overall public expenditures
and macroeconomic and sectoral
performance, including the
implementation of specific
undertakings by the government. 

• CCaappaaccii ttyy  ddeevveellooppmmeenntt.
Although GBS helped to strengthen
public finance management,
complementary technical assistance
and capacity development support
was only weakly coordinated with
GBS.

• HHiigghh  lleevveell  ttrraannssaacctt iioonn  ccoossttss  ooff
nneeggoottiiaatt iinngg  aanndd  mmoonniittoorriinngg
aaiidd, which have not fallen as much
as expected.

GBS has not delivered:

• FFuunnddaammeennttaall  ppooll ii tt iiccaall
cchhaannggeess.  GBS does not transform
underlying political realities.  It  is
unrealistic to expect any form of aid
to do so.

Q3. Is GBS the best way to
give aid?

3.1 Is GBS better than other aid
instruments?

The Joint Evaluation concluded that
GBS is an effective instrument when
the government is implementing a

• If donors are not satisfied with the
government’s management of GBS
they may seek additional
safeguards, reduce their aid, or
revert to aid instruments that give
the government less discretion.

3.4 Does GBS really help poverty
reduction?

Partnership GBS is used to support
national poverty reduction strategies,
and so it reflects the strengths and
weaknesses of those strategies.  The
first set of Poverty Reduction Strategy
Papers focused strongly on expanding
access to basic public services,
especially primary education and
health care.   GBS has been an
efficient way of supporting those
strategies, but (see Q2 above) they
have had limited  effects on growth
and on raising the incomes of the
poor.  Second-generation PRSs are
paying more attention to growth and
income poverty reduction.

Q4. Which countries are
suitable for GBS?1

4.1 Where has GBS been used?
The case studies for the Joint
Evaluation showed that partnership
GBS can be adapted to a wide variety
of economic, political and institutional
settings.  Two of the countries
concerned (Mozambique and
Rwanda) had emerged from conflict
during the1990s, but all had
relatively effective governments
(towards the top half of the World
Bank rankings for government
effectiveness).  Vietnam was the only
case-study country that was not highly
dependent on aid.

Outside of the countries evaluated,
GBS has also been provided to
federal states, including direct budget
support to sub-national governments.

4.2 Where is GBS more likely to be
relevant?

The Joint Evaluation concluded that:

• GBS is most likely to be relevant in
aid-dependent countries.  These

poverty reduction strategy that its aid
partners broadly support.  The
government must be able to maintain
economic discipline and control
public expenditures, and there must
be a high level of trust between the
government and its partners.

In these circumstances, GBS avoids
many of the problems that
accompany other forms of aid (e.g.
uncoordinated projects that
undermine government systems,
impose high transaction costs and
lack sustainability).  GBS is a
powerful way of supporting the
Poverty Reduction Strategy as a
whole.  It tends to enhance the
country-level quality of aid as a
whole.  For example:

• it provides more funds for recurrent
costs, so that government can
operate the new facilities provided
through projects;

• all forms of aid benefit from the
strengthening of public finance
management systems;

• it promotes better coordination
among all donors, and more
consistent expenditure plans across
sectors.

While there is often an important role
for general budget support, it is not a
complete substitute for other ways of
providing aid.  The Joint Evaluation
noted that different aid instruments
can complement each other.  For
example, well-designed technical
assistance can reinforce the capacity-
building effects of GBS; projects can
be useful in trying out innovations, or
as a way of managing large
infrastructure projects.

The Joint Evaluation therefore
advocates a portfolio approach which
does not assume that one modality is
always superior, but rather looks
explicitly at the comparative
advantages and the
complementarities between modalities
in any given situation.

The Joint Evaluation also concluded
that budget support focused on
particular sectors could be a useful
complement to general budget
support, as long as general and
sector budget support are carefully
coordinated in support of consistent
economic and budgetary targets.

are the countries that have to
reconcile large aid flows (usually
from many different sources) with
the healthy development of state
institutions.  (However, Vietnam
shows that GBS can also be useful
in a less aid-dependent setting.)

• The country’s government must be
a credible partner, in terms of its
commitment to a poverty reduction
strategy and in terms of its ability to
follow through on its own strategy.

• Basic standards of governance and
of macroeconomic management
are needed for GBS to be effective.
However, there are no mechanical
thresholds: GBS donors balance the
risks from weak government
systems against the government’s
commitment to reform and the
potential for GBS to help in
strengthening systems.

Full-scale GBS is unlikely to be
practical in fragile states or states
newly emerging from conflict.
However, the Joint Evaluation findings
suggest that bringing aid within the
scope of national planning and
financial management systems should
be a priority in fragile states too.

Donors should follow an incremental
strategy with GBS – introducing it on
a small scale and then broadening its
scope as all partners gain experience
and performance improves.

4.3 Doesn’t GBS mean working with
corrupt and undemocratic
governments?

GBS is only used by donors who
consider that the government is an
acceptable partner in pursuing
poverty reduction.  Some
governments are considered too
undemocratic to work with in this way
– and internal political conflict may
cause budget support to be
suspended.

There are also examples of
democratically elected governments
in states where public finance
management is so weak, and
corruption so rampant, that donors
are not prepared to entrust their
funds to government systems at all,

range of complementary effects, such
as: 

• Improved coordination and
harmonisation among donors and
alignment with partner country
systems and policies.

• Lower transaction costs.

• Greater predictability of funding.

• More efficient public expenditures.

• Increased effectiveness of the state
and public administration as GBS is
aligned with and uses government
allocation and financial
management systems.

• Improved domestic accountability
through increased focus on the
government’s own accountability
channels.

2.2 Does it work?

The Joint Evaluation found that
partnership GBS has delivered:

• FFiinnaanncciiaall  ssuuppppoorrtt  ttoo
iimmpplleemmeenntt  ppoovveerrttyy  rreedduucctt iioonn
ssttrraatteeggiieess  ((PPRRSSss)).  This has
underpinned the expansion of basic
service delivery.

• AAiidd  tthhaatt  iiss  bbeetttteerr  aall iiggnneedd  wwiitthh
ggoovveerrnnmmeenntt  ssttrraatteeggiieess.  GBS
and other aid has become more
clearly linked to national poverty
reduction strategies.

• AAiidd  tthhaatt  iiss  bbeetttteerr  aall iiggnneedd  wwiitthh
ggoovveerrnnmmeenntt  ssyysstteemmss.  GBS itself
is disbursed through government
systems, and has helped to
ssttrreennggtthheenn  ppuubbll iicc  ff iinnaannccee
mmaannaaggeemmeenntt. 

• MMoorree  hhaarrmmoonniisseedd  aaiidd.  GBS
donors coordinate with each other,
and the dialogue that focuses on
GBS also promotes harmonisation
of other aid modalities. 

• MMoorree  eeffff iicciieenntt  ppuubbll iicc
eexxppeennddii ttuurree.  Governments are
able to allocate more funds to
finance PRS priorities, with a better
balance between recurrent and
capital spending. Government
transaction costs during
programme implementation are
reduced.

• BBeetttteerr  ddiiaalloogguuee  bbeettwweeeenn
ggoovveerrnnmmeennttss  aanndd  tthheeiirr  aaiidd 1 Thematic Briefing Paper 4 considers this question in much more detail

Box 1: General Budget Support is a package

Budget support is usually linked to the implementation of a national
Poverty Reduction Strategy.  The exact arrangements for General Budget
Support differ according to the aid agency and recipient country
involved, but the typical GBS “package” includes:

• A basic agreement between the recipient country and its aid
partner(s), about the country’s aid strategy and objectives, and the
general principles of development cooperation.  A Memorandum of
Understanding (MOU) often reflects this agreement and sets out
arrangements for regular dialogue about general policies and the use
of budget support.

• Specific agreements about the amount of budget support to be
provided and the conditions for its disbursements.  There is usually a
general condition that the government will adhere to the broad
understandings set out in the MOU, plus specific conditions for the
disbursement of GBS funds.  The specific conditions usually include a
set of agreed policy measures that the government will undertake.
Some donors link at least part of their disbursement to the
achievement of set performance targets.

• An agreed procedure for monitoring and review of performance.
This monitoring and review is integrated into the preparation of
subsequent installments of budget support.  Among other things, the
GBS donors monitor the country’s public expenditures as a whole.

• GBS is accompanied by programmes to strengthen public finance
management, and GBS donors systematically monitor the  quality of
the country’s public finance management systems.

• GBS is part of broader efforts by donors to align their assistance with
the national Poverty Reduction Strategy, to harmonise aid from
different agencies, and to make more use of national procedures and
systems in the way that aid is provided. 

• GBS is accompanied by technical assistance and support for capacity
development, especially to strengthen planning, budgeting and
financial management.

Box 2: The Role of GBS in Aid Relationships 

GBS influences aid relationships as a whole.  This is illustrated by the
contrasting cases of Mozambique and Vietnam.

MMoozzaammbbiiqquuee is heavily dependent on aid from a large number of
bilateral and multilateral agencies..  A system of General Budget Support
grew out of concerns by some bilateral donors that the fragmentation of
aid was undermining government systems and priorities.  Although
budget support is a minority of aid flows, the system for preparation,
monitoring and review of budget support has become increasingly
integrated with the review of the national poverty reduction strategy, and
provides a framework for the monitoring and review of all forms of aid.
By 2005, 17 donors had signed a common Memorandum of
Understanding with the Government of Mozambique.  An elaborate
system of joint reviews timed to fit the government’s budgetary cycle has
been created, backed by an organisational structure of thematic and
working groups.  The review of government performance is matched by
an annual review of donors’ performance.

VViieettnnaamm is much less aid-dependent, but chose to prepare a national
Poverty Reduction Strategy in order to access the World Bank’s Poverty
Reduction Support Credit (PRSC).  The PRSC is Vietnam’s only GBS
instrument, but has been co-financed by an increasing number of
bilateral donors.  Both the government and the donors have found that
the PRSC provides a useful focus for dialogue about policy.  This dialogue
focuses on the ‘how’ rather than the ‘what’ – influencing the
implementation of policies, rather than introducing new ones.
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In 2004 a group of 24 aid agencies and 7 partner governments commissioned a joint
evaluation of General Budget Support (GBS).  Its purpose was:

ttoo  aasssseessss  ttoo  wwhhaatt  eexxtteenntt  aanndd  uunnddeerr  wwhhaatt  cciirrccuummssttaanncceess  GGBBSS  iiss  rreelleevvaanntt,,
eeffffiicciieenntt  aanndd  eeffffeeccttiivvee  ffoorr  aacchhiieevviinngg  ssuussttaaiinnaabbllee  iimmppaaccttss  oonn  ppoovveerrttyy  rreedduuccttiioonn  aanndd  ggrroowwtthh..

This independent study was led by the International Development Department of the University of Birmingham.
Its outputs are seven country case studies – for Burkina Faso, Malawi, Mozambique, Nicaragua, Rwanda,
Uganda, and Vietnam – and a Synthesis Report.

This Briefing Paper draws on the evaluation’s findings to answer basic questions about 
General Budget Support.
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Thematic Briefing Papers

The full series of thematic briefing papers is:
1:  What are the effects of General Budget Support?
2:  When and how should General Budget Support be used?
3:  How can the risks of General Budget Support be managed?
4:  How does General Budget Support affect ownership and

accountability?
5:  GBS – Policy Questions and Answers
6:  GBS – General Questions and Answers

Briefing Papers on the Synthesis Report and each of the country studies
are also available.

Q1. What is General Budget
Support?

1.1 What is GBS?
General Budget Support (GBS) is aid
to governments that is not earmarked
to specific projects or expenditure
items. The recipient government can
use it to support its expenditure
programme as a whole.  The aid is
mixed with the government’s own
revenues and disbursed through the
government’s own financial
management system.

Although GBS money is not
earmarked to specific expenditures, it
is part of a broader understanding
about how the government’s
resources will be used.  Box 1
describes a typical GBS “package”. 

In countries where GBS is provided, it
plays a pivotal role in the relationship
between the government and its aid
partners (see Box 2).

1.2 Is GBS a new form of aid?
No, unearmarked  aid to government
budgets has been provided before, in
several different forms:

• Several former colonies received
general budgetary grants for some
years after independence. 

• Balance of payments support
(including structural adjustment
lending by the World Bank and
IMF) often generated local currency
that governments could use to
support their budgets according to
their own priorities.  

• More recently, debt relief has been
an important form of budget
support.  For example, when
bilateral donors used special debt
relief funds to service developing
countries’ debts to the World Bank
and IMF, governments were able to
spend an equivalent amount on
their own domestic priorities
instead.

However, recent forms of GBS have
focused more directly on the
government budget.  They have been
designed to support nationally-owned
Poverty Reduction Strategies in ways
that would strengthen national
capacity and ensure more sustainable
development – hence the
designations “poverty reduction
budget support” and “partnership
General Budget Support”.

1.3 What is meant by partnership?

The philosophy behind Poverty

Reduction Strategy Papers (PRSPs) is
that support for government-owned
poverty reduction strategies should
replace attempts to impose external
solutions through conditionality.
(Studies in the 1990s concluded that
imposed conditionality was generally
ineffective.)

The conditions attached to
partnership GBS are meant to be
jointly-agreed targets in pursuit of
objectives that are shared by the
government and its aid partners.  A
partnership approach thus requires a
lot of common ground about poverty
objectives.  At the same time, aid
agencies must be prepared to give
the government space to determine
its own detailed priorities and the
means of achieving them.

The Joint Evaluation found that
traditional styles of aid management
tend to change slowly, but the
conditions attached to partnership

or else require stringent additional
safeguards (e.g. by earmarking funds
to specific budget items).

Corruption is a problem in almost all
countries, and it can affect all forms
of aid. GBS requires a basic level of
trust between partners.  Corruption –
especially high-level corruption –
undermines this.  Corruption also
corrodes public support for aid in
donor countries.

GBS donors have made action
against corruption a condition of their
aid, and have also supported anti-
corruption strategies through project
aid, technical assistance and support
to civil society organisations.  GBS-
supported  strengthening of public
finance management has tended to
reduce opportunities for corruption.

While corruption remains a serious
issue, the Joint Evaluation did not find
that GBS was more vulnerable to
corruption than other aid modalities.

4.4 What if Government and donors
don’t agree?

Donors do not embark on GBS unless
there is a broad level of agreement
with the government about its
development objectives, and
especially its poverty reduction
strategy.

Experience shows that, in cases where

feature of second-generations
Poverty Reduction Strategies.

• Through ccaappaaccii ttyy  ddeevveellooppmmeenntt.
GBS is already supporting the
strengthening of national systems,
but there is much scope for more
coordinated donor support to
national strategies for capacity
development.

• By focusing on ccoommpplleemmeennttaarrii ttyy
bbeettwweeeenn  aaiidd  iinnssttrruummeennttss.
Donors and partner governments
need to develop strategies that will
explicitly strengthen
complementarities between GBS
and other aid instruments, at
country and sector levels.  The aim
should be to maximise the
combined effectiveness of all aid
modalities.  Independent aid
reviews should monitor the
aggregate effectiveness of aid and
national strategies.

• By adopting lloonnggeerr--tteerrmm
ppeerrssppeecctt iivveess: Donors are still
generally unable to commit funds
more than two or three years
ahead.   Longer term commitments
are required to assure partner
countries of finance to meet the
Millennium Development Goals.
Genuinely long- term budget
support instruments should be
developed.2

major political disagreements arise,
GBS tends to be withdrawn more
rapidly than other forms of aid.

On the other hand, frameworks for
managing GBS (see Box 1 above)
provide for joint government–donor
review of the implementation of
poverty reduction strategies, with
opportunities to discuss differences as
they arise.

In principle, GBS donors seek to
avoid micro-management of
government policies, focusing more
on the joint review of their results.

Q5. How should GBS be
improved?

The Joint Evaluation recommended a
number of ways to make GBS more
effective:

• By ssttrreennggtthheenniinngg  tthhee  ppooll iicciieess  ii tt
ssuuppppoorrttss::

– GBS dialogue can be used to
address the quality, efficiency and
pro-poor responsiveness of public
services;

– GBS donors can support the
strengthening of national institutions
for policy-making and review;

– GBS can be used to support the
better balance between growth
strategies and strategies for basic
service delivery that is already a

EEmmaaii ll ::   eevv--ddeepptt@@ddffiidd..ggoovv..uukk
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6. General Budget Support: 
General Questions 
and Answers

2 For more on this, see Thematic Briefing Paper 3 (How can the risks of General Budget Support be managed?).

6



MARCH 2007 JOINT EVALUATION OF GENERAL BUDGET SUPPORT 1994-2004 – GENERAL QUESTIONS AND ANSWERSJOINT EVALUATION OF GENERAL BUDGET SUPPORT 1994-2004 – GENERAL QUESTIONS AND ANSWERS MARCH 2007JOINT EVALUATION OF GENERAL BUDGET SUPPORT 1994-2004 – GENERAL QUESTIONS AND ANSWERS MARCH 2007

P
rin

te
d 

&
 S

up
pl

ie
d 

by
 J

oh
n 

M
cC

or
m

ic
k 

&
 C

o.
 L

td
.  

Te
l: 

01
41

-4
29

 4
22

2 
 R

ef
: 6

44
28

TThhee  eevvaalluuaattiioonn  tteeaamm  wwaass  lleedd  bbyy  SStteepphheenn  LLiisstteerr  aanndd  ccoooorrddiinnaatteedd  bbyy  RReebbeeccccaa  CCaarrtteerr..

AAnnyy  eennqquuiirriieess  aabboouutt  tthhiiss  eevvaalluuaattiioonn  sshhoouulldd  bbee  aaddddrreesssseedd  ttoo::
PPuubblliiccaattiioonnss  OOffff iicceerr,,  EEvvaalluuaattiioonn  DDeeppaarrttmmeenntt
DDeeppaarrttmmeenntt  ffoorr  IInntteerrnnaattiioonnaall  DDeevveellooppmmeenntt
AAbbeerrccrroommbbiiee  HHoouussee
EEaasstt  KKii llbbrriiddee,,  GGllaassggooww  GG7755  88EEAA..

TThhee  ffuull ll   sseett  ooff  rreeppoorrttss  aanndd  bbrriieeffiinngg  ppaappeerrss  ccaann  bbee  oobbttaaiinneedd  ffrroomm  tthhee  OOEECCDD DDAACC  wweebbssii ttee  aatt::  

wwwwww..tt iinnyyuurrll..ccoomm//rryy77xxjj oorr  ffrroomm  tthhee  DDFFIIDD  wweebbssii ttee  aatt  

wwwwww..ddffiidd..ggoovv..uukk//aabboouuttddffiidd//ppeerrffoorrmmaannccee//eevvaalluuaattiioonn--nneewwss..aasspp

5 1

ISBN: 1 86192 887 4

TThhee  JJooiinntt  EEvvaalluuaattiioonn  ooff  GGeenneerraall  BBuuddggeett  SSuuppppoorrtt  11999944––22000044::  TThheemmaattiicc
BBrriieeff iinngg  PPaappeerrss  

In 2004 a group of 24 aid agencies and 7 partner governments commissioned a joint
evaluation of General Budget Support (GBS).  Its purpose was:

ttoo  aasssseessss  ttoo  wwhhaatt  eexxtteenntt  aanndd  uunnddeerr  wwhhaatt  cciirrccuummssttaanncceess  GGBBSS  iiss  rreelleevvaanntt,,
eeffffiicciieenntt  aanndd  eeffffeeccttiivvee  ffoorr  aacchhiieevviinngg  ssuussttaaiinnaabbllee  iimmppaaccttss  oonn  ppoovveerrttyy  rreedduuccttiioonn  aanndd  ggrroowwtthh..

This independent study was led by the International Development Department of the University of Birmingham.
Its outputs are seven country case studies – for Burkina Faso, Malawi, Mozambique, Nicaragua, Rwanda,
Uganda, and Vietnam – and a Synthesis Report.

This Briefing Paper draws on the evaluation’s findings to answer basic questions about 
General Budget Support.
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The full series of thematic briefing papers is:
1:  What are the effects of General Budget Support?
2:  When and how should General Budget Support be used?
3:  How can the risks of General Budget Support be managed?
4:  How does General Budget Support affect ownership and

accountability?
5:  GBS – Policy Questions and Answers
6:  GBS – General Questions and Answers

Briefing Papers on the Synthesis Report and each of the country studies
are also available.

Q1. What is General Budget
Support?

1.1 What is GBS?
General Budget Support (GBS) is aid
to governments that is not earmarked
to specific projects or expenditure
items. The recipient government can
use it to support its expenditure
programme as a whole.  The aid is
mixed with the government’s own
revenues and disbursed through the
government’s own financial
management system.

Although GBS money is not
earmarked to specific expenditures, it
is part of a broader understanding
about how the government’s
resources will be used.  Box 1
describes a typical GBS “package”. 

In countries where GBS is provided, it
plays a pivotal role in the relationship
between the government and its aid
partners (see Box 2).

1.2 Is GBS a new form of aid?
No, unearmarked  aid to government
budgets has been provided before, in
several different forms:

• Several former colonies received
general budgetary grants for some
years after independence. 

• Balance of payments support
(including structural adjustment
lending by the World Bank and
IMF) often generated local currency
that governments could use to
support their budgets according to
their own priorities.  

• More recently, debt relief has been
an important form of budget
support.  For example, when
bilateral donors used special debt
relief funds to service developing
countries’ debts to the World Bank
and IMF, governments were able to
spend an equivalent amount on
their own domestic priorities
instead.

However, recent forms of GBS have
focused more directly on the
government budget.  They have been
designed to support nationally-owned
Poverty Reduction Strategies in ways
that would strengthen national
capacity and ensure more sustainable
development – hence the
designations “poverty reduction
budget support” and “partnership
General Budget Support”.

1.3 What is meant by partnership?

The philosophy behind Poverty

Reduction Strategy Papers (PRSPs) is
that support for government-owned
poverty reduction strategies should
replace attempts to impose external
solutions through conditionality.
(Studies in the 1990s concluded that
imposed conditionality was generally
ineffective.)

The conditions attached to
partnership GBS are meant to be
jointly-agreed targets in pursuit of
objectives that are shared by the
government and its aid partners.  A
partnership approach thus requires a
lot of common ground about poverty
objectives.  At the same time, aid
agencies must be prepared to give
the government space to determine
its own detailed priorities and the
means of achieving them.

The Joint Evaluation found that
traditional styles of aid management
tend to change slowly, but the
conditions attached to partnership

or else require stringent additional
safeguards (e.g. by earmarking funds
to specific budget items).

Corruption is a problem in almost all
countries, and it can affect all forms
of aid. GBS requires a basic level of
trust between partners.  Corruption –
especially high-level corruption –
undermines this.  Corruption also
corrodes public support for aid in
donor countries.

GBS donors have made action
against corruption a condition of their
aid, and have also supported anti-
corruption strategies through project
aid, technical assistance and support
to civil society organisations.  GBS-
supported  strengthening of public
finance management has tended to
reduce opportunities for corruption.

While corruption remains a serious
issue, the Joint Evaluation did not find
that GBS was more vulnerable to
corruption than other aid modalities.

4.4 What if Government and donors
don’t agree?

Donors do not embark on GBS unless
there is a broad level of agreement
with the government about its
development objectives, and
especially its poverty reduction
strategy.

Experience shows that, in cases where

feature of second-generations
Poverty Reduction Strategies.

• Through ccaappaaccii ttyy  ddeevveellooppmmeenntt.
GBS is already supporting the
strengthening of national systems,
but there is much scope for more
coordinated donor support to
national strategies for capacity
development.

• By focusing on ccoommpplleemmeennttaarrii ttyy
bbeettwweeeenn  aaiidd  iinnssttrruummeennttss.
Donors and partner governments
need to develop strategies that will
explicitly strengthen
complementarities between GBS
and other aid instruments, at
country and sector levels.  The aim
should be to maximise the
combined effectiveness of all aid
modalities.  Independent aid
reviews should monitor the
aggregate effectiveness of aid and
national strategies.

• By adopting lloonnggeerr--tteerrmm
ppeerrssppeecctt iivveess: Donors are still
generally unable to commit funds
more than two or three years
ahead.   Longer term commitments
are required to assure partner
countries of finance to meet the
Millennium Development Goals.
Genuinely long- term budget
support instruments should be
developed.2

major political disagreements arise,
GBS tends to be withdrawn more
rapidly than other forms of aid.

On the other hand, frameworks for
managing GBS (see Box 1 above)
provide for joint government–donor
review of the implementation of
poverty reduction strategies, with
opportunities to discuss differences as
they arise.

In principle, GBS donors seek to
avoid micro-management of
government policies, focusing more
on the joint review of their results.

Q5. How should GBS be
improved?

The Joint Evaluation recommended a
number of ways to make GBS more
effective:

• By ssttrreennggtthheenniinngg  tthhee  ppooll iicciieess  ii tt
ssuuppppoorrttss::

– GBS dialogue can be used to
address the quality, efficiency and
pro-poor responsiveness of public
services;

– GBS donors can support the
strengthening of national institutions
for policy-making and review;

– GBS can be used to support the
better balance between growth
strategies and strategies for basic
service delivery that is already a
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6. General Budget Support: 
General Questions 
and Answers

2 For more on this, see Thematic Briefing Paper 3 (How can the risks of General Budget Support be managed?).
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