
 

 
 
Report: Roundtable on Budget Support, ActionAid EU Office 
27 March 2008 9.00-11.00 
 
Disclaimer:  This report has been prepared on the basis of discussions at the roundtable. 

The opinions expressed, as recorded by ECDPM and ActionAid International, 
are those of individual participants. They do not represent the official views of 
the Directorate-General Development or of the EC as a whole. 

 
Summary:  On 27 March, ActionAid International (EU Office) held a roundtable on budget 

support which gathered participants from the EC (Directorate-General 
Development) and from a panel of Europe-based CSOs. There was an 
interesting and lively discussion focused on the issues and concerns arising of 
the increasing use of budget support. This proved the need to increase mutual 
understanding and develop further expertise on this area.  

 The discussions focused on the concept of the MDG contract, the interrelation 
between the EC as a donor and the International Monetary Fund, the 
conditionality generated by the EC Governance Initiative and especially the 
incentive tranche mechanism, as well as on the need for achieving democratic 
accountability and the challenge this entails in terms of capacities of the 
various local stakeholders, non-state actors in particular. 

                        Eager to help shape the debate at the EU level, participants appreciated this 
WECA roundtable as an opportunity for exchanging viewpoints on an area 
generating a great deal of interest amongst stakeholders.  

 
1. Introduction 
 
‘Whither EC Aid’ (WECA) is an independent, joint ActionAid-ECDPM project that aims to 
contribute to a broader-based common understanding of the characteristics, added value 
and impact of EC development cooperation. After the finalization of an initial Discussion 
Note, the project has entered a phase of consultations to stimulate further inputs from 
stakeholders. After holding a number roundtables in Europe and a workshop in Kigali, 
Rwanda, the first in a series of group discussions in partner countries, the consultation 
process has moved ahead with the organization of a roundtable with representatives of the 
Directorate-General Development and a panel of representatives of Europe-based CSOs on 
Thursday 27 March 2008 at the ActionAid EU office. 
 
This roundtable gathered the largest audience of all workshops and roundtables held in the 
course of the consultation process so far. The meeting started with a welcome introduction 
by Joanna Maycock (ActionAid International), followed by a presentation of the WECA 
background, objectives and key emerging issues identified in the Discussion Note and from 
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previous workshops so far. Mr. Frans Baan (DG Development) introduced the EC’s 
argumentation on budget support, key figures and identified issues, processes and strategy1. 
This lead to an informal and interesting exchange of views between the participants. The 
discussion was facilitated by Joanna Maycock. This report provides an overview of the 
roundtable’s objectives, the main issues discussed and a list of participants.  
 
2. Objectives of the roundtable 
 
The purpose of this roundtable was to have an informal exchange between (Europe-based) 
CSOs and EC representatives on budget support with a view to increase sharing of 
information and perspectives. It aimed at improving mutual understanding between the 
participants and bring additional clarity to the work and thinking on the issues around budget 
support. 
 
 
3. Key emerging issues 
 
The following points were raised in the presentation made by the EC representative: 
 

- Budget support is increasingly used as an aid instrument; it is the EC’s preferred aid 
modality 

Being further ahead than most other donors, the EC has given priority to BS. Therefore, 
there is an evident need for increased mutual and shared knowledge on this area, eventually 
to make it work better. In the 10th European Development Fund (EDF), 44% of total 
programmed funds (over a total of €13.5 billion) will be channeled through BS, against 25% 
in the 9th EDF. This would be the result of a moderate increase in General Budget Support 
(28.1% of total National Indicative Programmes against 24.7% at the beginning of the 9th 
EDF) and a significant increase in Sector Budget Support accounting for 16.1% of total 
resources. The ambition is to reach 50% of BS by 2010. As an example, Rwanda will get 
60% of its aid envelop through BS. 

In the EC’s view, the overall objective of BS (as for any development cooperation instrument) 
is to help recipient countries to become independent from international aid. BS should help in 
the construction of a sustainable framework. In this regard, stakeholders should assume that, 
while providing BS, donors do not intend to stay in beneficiary countries. The perception of 
BS among the civil society is rather negative. BS is considered as a risky aid modality, 
difficult to control, lacking visibility, fungible, difficult to grasp. Although regarded as technical 
and the domain of specialists, BS should be demystified. 

 

- Economic governance and budget support 

Budget support is part of a ‘bigger picture’. It is linked to the Paris commitments on 
harmonization and alignment of international development aid. It embraces actions to 

 
1 The presentation is available on the ActionAid Italy website http://actionaiditaly.blogspot.com  

http://actionaiditaly.blogspot.com/
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support national systems (it is also said to reduce aid transaction costs, although this has not 
yet been proven).  

BS is given priority but it is not without risks. The EC has eligibility criteria before engaging in 
BS: there should be a national policy and (state-owned) poverty reduction strategy in place; a 
stability-oriented macroeconomic framework; a credible and relevant programme to improve 
Public Financial Management (PFM). In this regard, the EC is well aware of the importance 
of the issue of natural resource management (in oil producing countries, in fragile states, in 
logging industry).2  

What is PFM about?  

PFM is about accompanying the institutional capacities of the country (support to financial 
administrations and to national institutions controlling the budget like the court of auditors, to 
the parliament, etc.), as well as about supporting national systems performance (tax 
collection and customs systems, budget preparation, budget performance, internal controls 
mechanisms, etc.). In a sense, it is very much about building confidence in national 
systems that are being strengthened. BS intends to achieve financial accountability of the 
national financial system (tax payers are confident in the system of their country; the system 
is transparent and efficient; corruption is tackled). The EC approach on BS is definitely 
results-oriented and focused on PFM reforms and PRSP implementation. It creates space for 
improved government policy, stimulates demand for high-quality datas, etc. In return, local 
parliaments, CSOs, the media, etc., have to engage further in the scrutiny processes. 

BS allows donors to look “inside the kitchen”. In other words, it gives donors leverage to 
engage in more political dialogue with recipient governments (on governance, on poverty 
reduction and growth strategies, on PFM aspects). The system of fixed and variable tranches 
has been designed to generate a leverage effect as well. This system embraces criteria on 
various governance aspects such as internal audit, budget procedures, as well as 
performance indicators in notably the social sectors (i.e. health and education).  Joint 
assessment is made on the basis of agreed country-owned indicators as set out in what is 
called the Performance Assessment Framework or 'PAF' and linked to the PRSP. 

 

- Budget support coordination groups 

Openness of BS coordination groups proved to be key in countries like Zambia. 
Participation to these groups should be broadened to the various stakeholders, notably 
CSOs. In Tanzania, CSOs are invited to participate to the annual review meetings, although 
not during the whole process. These coordination groups should communicate more often 
and towards all the different stakeholders in the partner country. This would contribute to the 
demystification of budget support, and improve its effective use. Coordination is even more 
important in post-conflict and fragile states. 

 

 

2 The EC intends to open new areas of cooperation in the area of natural resource management, such 
as through supporting the Extractive Industries Transparency Initiative (EITI, more information 
available at http://www.eitransparency.org/)  

http://www.eitransparency.org/
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- The MDG contracts 

The concept of MDG contract will be piloted in a selected number of countries. The idea is to 
commit aid for a period of 6 years with annual monitoring focused on results, performance 
assessment and reinforced dialogue with the partner country. What differs from ‘ordinary 
general budget support’ is that the review of performance can only lead to changes in the 
allocation after the first three years. During these first three years, the disbursed amount is 
constant. On the EC’s point of view, amount of aid is not the issue; the issue is rather 
about the timing and the predictability of aid and the deep dialogue it enables on 
sector policy. The MDG contract instrument allows for longer term predictability; the 
effectiveness of aid is supposedly increased then. This instrument will also aim to avoid 
‘stop-and-go’ practices, when donors take (uncoordinated) positions towards freezing their 
budget support because of political or economic instability, corruption, cases of late 
disbursements, etc. (the examples of Tanzania and Mozambique were mentioned).  

The other idea, as its name indicates, is to better link budget support to MDG impacts. MDG 
contracts are designed to be a tool for monitoring the impact of budget support on the MDGs 
targets under the poverty reduction strategies. It is supposed to help make sure that 
developing countries stay on the right “track” towards achieving the MDG targets. 

This EC’s proposal for the concept received mixed reactions from EU Member States so far. 
Discussions are still ongoing but there are concerns that it will be difficult to reach consensus 
amongst the EU Member States before the 3rd High Level Forum in Accra in September 
2008, although the EC would like to make the MDG contract a cornerstone of its contribution 
to the roundtable debate on alignment which they will be co-chairing then.  

The EC will aim to combine the assessments foreseen in the framework of the MDG 
contracts in the selected countries as far as possible with the Mid-term Reviews (MTR) under 
the EDF. 

 
4. Issues for further discussion 
 

- How do we achieve democratic accountability? 

First, different situations are observed on the ground, so there should be no generalization 
on this issue. The fact is that there is a huge lack of knowledge among the various 
stakeholders (parliamentarians, CSOs…). There are still a lot of efforts to make in order to 
strengthen their capacity. BS gives the opportunity for local stakeholders to focus on the 
national system and procedures rather than on the donors’ multiple and different procedures. 

 

- CSOs frustrations vs. frustration of the EC when interacting with CSOs 

The EC called for more interaction with CSOs but remarked that it is sometimes very difficult 
for the EC to engage with CSOs at local level. There is a lack of identified, organized and 
operational platforms of CSOs/non-state actors in beneficiary countries.  

What role for CSOs? 

Donors increasingly rely on CSOs at sector level for the situation and impact assessments of 
Sector Budget Support (SBS). It was remarked that CSOs are asked to assume greater 
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tasks and responsibility in terms of watchdog role and participation in assessment and 
scrutiny processes while the support provided to them (and local non-state actors in general) 
is decreasing in the 10th EDF compared with the 9th EDF. Concerns were raised that the 
expectations by donors are overweighing local CSOs capacities. 

 
- The EC-IMF interaction  

The interaction between the EC and the International Monetary fund (IMF) should be made 
more coherent. There should be common agreed matrices for macroeconomic and risks 
assessments. This is particularly critical when BS is provided to Fragile States. 

The case of Sierra Leone, where BS from the EC and DfID (UK) were temporarily suspended 
last year after the IMF released warning signals on macro figures, was raised. The EC finally 
decided to disburse – with four month delay – its BS aid to ease treasury tensions and also 
to avoid potential dramatic political consequences in the context of the Sierra Leonean 
general elections. After close contact with the IMF, this decision to disburse was taken after 
the EC made its own assessment of the situation and compared the potential risks and the 
actual needs (payment of the wages of the civil servants and basic expenditures). The 
lessons learned are twofold: first, BS can be used as a means to conflict prevention, 
particularly in the context of fragile states; second, the IMF (IFIs in general) and donors’ court 
of auditors are in the position to obstruct the delivery of aid and difficulty to implement the 
IMF programme may lead to late disbursement on the basis of alarming 
financial/macroeconomic assessments of their own (i.e. elaborated with their own matrix). 

The opportunity for CSOs to engage further in a dialogue with the IMF is an issue pending. 

 
- Governance profiles and the incentive tranche mechanism 

The EC participants insisted on the fact that this is the first time that there are transparent 
and mutually agreed processes for governance evaluation in partner countries. The EC 
joined hands with the EU Member States on the basis of this initiative. It was agreed that it is 
in everybody’s interest to involve all the stakeholders in the process to achieve greater 
domestic accountability. 

The incentive tranche mechanism is a component of the EC’s Governance Initiative which 
consists in providing incentive tranches to partner countries in response to the level of 
ambition and credibility of a governance action plan set up by the recipient government and 
embracing criteria on various governance aspects such as internal audit, budget procedures, 
etc. Joint assessment is made on the basis of agreed country-owned indicators. 

Reacting on the comments made on the interaction of the IMF on aid delivery and on the 
Governance Initiative, the EC highlighted that EC aid through BS is not linked to the political 
conditionalities (although some European donors might put political conditionalities before 
engaging in BS). The EC tries not to see BS as a political means, despite CSOs’ 
concerns (arguing that the risk to place political conditionality on aid would be increased 
under the new shape of the Lisbon Treaty). 

 

- Other issues discussed  
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The EC representatives pointed out that in (almost) every recipient country, BS amounts are 
lower than remittances received from emigrants settled in developing countries. 

 
 
5. Participants  
 
From ActionAid:  Joanna Maycock (EU Representative), Laura Sullivan (Media and 

Advocacy Officer), Marta Monteso (HIV/Aids Policy Officer), Romain 
Philippe (Policy Assistant) 

From ECDPM:  Birgit Vleugels (Programme Assistant) and Niels Keijzer (Programme 
Officer) 

Frans Baan DG Dev C3, Head of Unit Economic Governance 
and Budget Support 

Jasmine Burnley Concord, Aidwatch Coordinator 
Nerea Craviotto WIDE 
Lisas Crisostomo Eurostep, Policy Assistant 
Lucy Hayes Eurodad, Policy and Advocacy Officer 
Mascha Matthews DSW, EU Liaison Officer 
Sally Nicholson WWF, Policy Officer 
Martina Roth World Vision, Trainee 

Jean Saldanha CIDSE, Policy Advocacy Officer 
Florent Sebban Coordination Sud, Programme Officer 
Karine Sohet Aprodev, Policy Officer 
Deepali Sood Plan EU Office, EU Rep. 
Maylis Souque DG Dev C3, National Expert for Economic 

Governance and Budget Support  
Richard Weaver EU Cord, Advocacy Coordinator 
Alexander Woolcombe Oxfam, Advocacy Officer 
Griet Ysewyn EP, Assistant to MEP Anne Van Lancker 
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