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TOWARDS BETTER DIVIS ION OF LABOUR :
CONCENTRATION AND FR AGMENTATION OF AID

A. Background and methodology
1 Background In parallel to the BC 2007 Survey of Aid Allocation Policies and Indicative

Spending Plansthe Secretariat has launched a study on concentration and fragmentation of aid.
Fragmentation is a pressing issue as aid is delivered by aimexesising number of actors. Dealingtw

more actors implies higher transaction cdsts the recipientsand may weakertheir ownership, if it
burdensalready limited institutional capacity. Conversedy, increase in the number of actoray help to
strengthen r eci pinthedasemhere thereraie e fédonpnargdonbrs o n i

2. The Secretariat Isadiscussed fragmentation and concentra@ba technical level withDAC
me mber s an did fmdaneing and allocatidn specialistsorder to agree othe methodology and
the scope of work.

3. Objective The note providebaselinedata ondonorconcentratiorand fragmentation at country
and sector level. Furthermore, the note highfigtduntry case where there is room fadonors to
concentrate their aidlTheaim is toprovide element$or discussions and decisions future allocatios
and contributéo a better division of labour.

4, Definition and methodolgy: The fragmentation analysis is restricted to country programmable
aid (CPA) which excludes aid categories that are not relevant to the discussion on fragmentation.
Fragmentation of aid is understood as a large number of donors each with a smali altbpeavided to

a given country. Fragmentationas issuewvhen the recipient countries deal with a large numbeinaI|
donors.The more donors that combined represent 10% of,@@Amore severe is fragmentation.

5. The analysiscoversthe donors irluded in the Surveyi.e. all DAC members and major
multilateral agencies such as the World Bank, the regional banks (African Development Bank, Asian
Development Bank, InteAmerican Development Bank), ttgtobal fund (Global Fund tdight AIDS,
Tuberculosis and Malaria, Global Environment Facility) and the main UN organisations (UNDP, UNICEF,
UNFPA, IFAD), in total 33 donors.

6. The underlying assumption of the analysis is thisibursemerstof CPA reflect ongoing bilateral
cooperation programmes in the country. Further mor
norrgovernmento-government aid activities, which do not induce transaction costs. Therefore, a
threshotl level of USD 250,000asbeen appliedbilateral ceoperation programmes below this threshold

level are not considered in the analysis. The concentration and fragmentation analysis at the sectoral level
is, for the purposgof this note only carried oufor the Health and Infrastructure sectors. Beeretariat

will, in its further work, expand the analysis to cover all sectors.

1 See Annex | for definition and a brief methodological note.
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7. This note is structured as follows: Section B provides analyses of concentration and
fragmentation from both donorsé and recipient co
examples of concentration and fragmentation. Finally, Section D raises issues for discussion at the Global
Forum. Annex | presents brief methodologicaites,Annex Il detailed data of the country cases and
Annex Il detailed concentration and fragmentation data for all recipients.

B. Concentration andfragmentation
Concentration and fragmentation at overall level

8. Table 1

bel ow provides a picture of concentr
view by measuring thspread f

e a ¢ h -aperatian prégsamimen

9. Column A shows each din20@hMienitedhStateseaccountedtfw thex | Cl
largest share of DAC membérstal CPA (23.4%) and Austria, Greece, New Zealand and Luxembourg
accounted for the smallest shaun@.2%). Among the major multilateral agencies, the World Bank
accounedfor thelargest share of CPA (13.8%) and the Global Environment Facility for the smallest share
(0.2%).Each donord6s estimated CPA in 2005 is given fc

10. Column B shows the total number of recipiefds each donor. The EC has -operation
programmes in 140 recipient countries and is therefore the dattothe widestco-operation programme.
Portugal is the donor with themallesinumber of recipient countri¢49).

11 Column C shows the number of recipient countreeghich the donor extended more CPA than
its average share. Column D gives the percentage
recipientsThe larger the percentaghe morecon cent r at e d togeratioh gog@mmeor 6 s ¢ o

12 Each donor highlighted in TableelxtendedCPA to the majority of their recipient countrias a
level lower than its average sharagafl CPA. This reflects a&s where the bilateral dondéce-operation
programme targeta few large recipient countries or cases wheri gfregrammesre spreadver a large
number of recipient countriegn the latter casehis indicatesopportunites for small donorto focus their
aid in order to becommoresignificant partnes, albeitin a smaller number of countries.
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Table 1. Concentration of Survey donors

(Gross disbursements, millions of USD, 2005)

Total CPA to
Donor's No. of recipients*
share of Total no. of recipients Cas% (in USD
total CPA recipients above share of B millions)
A B C D E

United States 23.4% 121 24 20% 13,793
Japan 14.1% 131 45 34% 8,351
EC 9.9% 140 77 55% 5,827
United Kingdom 5.1% 89 34 38% 3,018
Germany 4.6% 109 59 54% 2,706
France 4.0% 122 55 45% 2,346
Netherlands 2.3% 65 39 60% 1,373
Norway 1.7% 89 41 46% 1,001
Spain 1.6% 80 42 53% 971
Sweden 1.6% 75 40 53% 938
Denmark 1.5% 67 31 46% 892
Canada 1.5% 111 52 47% 880
Australia 1.5% 48 24 50% 870
Switzerland 0.8% 82 42 51% 490
Italy 0.8% 59 30 51% 486
Belgium 0.8% 78 38 49% 462
Ireland 0.5% 52 21 40% 308
Finland 0.4% 56 29 52% 223
Portugal 0.3% 19 10 53% 158
Luxembourg 0.2% 40 25 63% 132
Austria 0.2% 42 28 67% 115
Greece 0.2% 33 20 61% 111
New Zealand 0.2% 21 17 81% 95
Total DAC 77.2% 45,547
IDA 13.8% 69 46 67% 8,172
AsDF 2.2% 25 17 68% 1,292
GFATM 1.7% 96 64 67% 1,003
AfDF 1.6% 37 33 89% 954
IDB Sp.Fund 0.8% 25 24 96% 496
UNICEF 0.8% 118 70 59% 452
UNDP 0.7% 118 76 64% 385
IFAD 0.5% 70 53 76% 316
UNFPA 0.5% 108 66 61% 272
GEF 0.2% 58 33 57% 143
Total major multilaterals 22.8% 13,486
Total 100.0% 59,033

*The figures are lower than those presented in COM/DCD/DEV(20@&6duse amounts in
regional /multicountry categories are excluded.
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Figure 1: Number of DAC donors and major multilateral agencies per country

(Gross disbursements of CPA, 2005)
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Figure 2: Opportunities to concentrate: Number of donors together accounting for less than 10% of aid

(Gross disbursements of CPA, 2005)
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13. The map in figure 1 shows the number of Survey donors present in each country, the maximum
being 30 (China) and the minimum 1 (Mayotte, Belena). Eaclgroupingpresented in the map above is

equal in size (i.e. each category contains the same number of recipient countries). In 2005, 37 recipient
countries had 24 donors or more. These were mainly countrisghiS8ahara Africa and Asia. Te
category with thdowestnumber of donors (1 to 8) is mainly composed of small island states in Oceania
and the Caribbean.

14. Fragmentation isignificantwhen the recipient countries deal with a large numbeloabrs that
provide a small share of CP&or the purpose of this nota,share of CPA of 10% is considered small
When more than 15 donors combinextended jusi0% of CPA fragmentation isconsidered to ban
issue

15. Using this criterion fragmentation was significanR®05 for 65% of the recipient countriegth

24 donors or more. These countries wafghanistan, Albania, Bangladesh, Bolivia, BosHierzegovina,
Brazil, Cambodia, Cameroon, China, Colombiapngo, Rep., Egypt, Georgia, Honduras, India,
Indonesia, Pakistan, Peru, Philippines, Rwanda, South Africa, Sri Lanka, Tarash\det Nam It is
important to note that if donors, despite their small size, concentrataithairsector levelthen the #ect

of fragmentation will be reduced. Section C lsak examples of sectoral fragmentation in countries where
the overall fragmentation sgnificant

16. For the category of countries with 1823 donors, frgmentation is less pronounced. For only
23% of the recipient countriesas fragmentationsignificant The countries ar&cuador, Iraq, Jordan,
Kazakhstan, Mongolia, Morocco, Nigeria, Thailagad Turkey

17. The mapin figure 2 illustrates the varying degesaf fragmentation and highlights the countries
where therarethe greatesbpportunitesfor donors to concentrataore
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Fragmentation in the health sector

Figure 3: Number of donors in the health sector

(Annual average commitments, 2003-05)

Figure 4: Opportunities for concentration in the health sector: Number of donors together accounting for less
than 10% of health aid

(Annual average commitments, 2003-05)

(S ‘e
No of donors — "\J .
‘ W s-23)
| SUERTY
B 5-91

[1-4]




COM/DCD/DEV(2007)5

Health sector

18. The map in figure3 above shows the number of Survey donors that are present in the health
sector(including reproductive health) each country. Viet Nam is the country with the highest number of
Survey donors in the health sector (25). Coestsuch agnguilla, Libya, Mayotte, Montserrat, Nauru, St
Helena, St KittdNevis, Tokelau and Wallis & Futuriaave only one donor in the health sector. The
category of countries which have between 18 and 23 donors active in the health sector con8ists of 2
countries mainly irsubSahara Africa and Asia.

19. The health sector is characterised by many small donors: 80% of the donors in the sector
represented together 10% ofal aid to the sector. The map in figut@boveshows that in many countries

in Africa South of Sahara and Far East Asia, fragmentatiogigisificant i.e. more than 15 donors,
combined, extendgdst 10% of aid to the health sector in each country.

Economic infrastructure sector

20. In comparison to the health sector, there are fewer actors in the Economic infrastructure sector
(transport, communications, energy, banking/finance and business serviesgcior is characterised by

a few large donors, vith represent the vast majority of aid provided to the sector. The map in Bigure
below shows that only 5 countries have between 18 and 23 Survey donors active in the sector. These
countries areChina, India, Mozambique, Tanzarsad Viet Nam,with Mozamlique accounting for the

highest number of donors. The category of countries which has between 9 and 17 donors consists of 65
countries. The majority of the recipient countries hat@8 donors active in the sector.

21 Consequently, the sector has fewer smaller donors. The map in@igefew illustrates that for
only 3 countries (India, Mozambique and Viet Ndsifragmentatiorsignificant i.e. in each country more
than 15 donors, combined, extended 10% of atbesector.
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Fragmentation in the economic infrastructure sector
Figure 5: Number of donors in the economic infrastructure sector

(Annual average commitments, 2003-05)
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Figure 6: Opportunities for concentration in the economic infrastructure sector: Number of donors together
accounting for less than 10% of economic infrastructure aid

(Annual average commitments, 2003-05)



