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I. IE',"RODUCTION

L In r0.301ution 31/174 of 21 December lS'76, the General Assembly, in_t;,,£~.!i,,:.

urged developed countries to accelerate the transfer of real resources to developing
countries on a yredictable, continuous and increasingly assured basis~ Tm·.rards
that end) the Assembly urged developed countries to consider seriously:

(a) The pledging of development assistance on a multiyear basis~ in order to
provide developing countries \,rith !rlO:r'e reliable projections of aia on a longer-term
-uasis to facilitate their development :planning~.

(b) The appropriation of development assistance in such a manner as to prevent
the erosion in the real value of aid in terms of the national currency of the
indiviuual donor country:

(c) The endmmlent of development assistance wit.l:l non,,-lapsing authority to
enSUT8 that budgetary allocations une~~pended at the end of the fiscal year for which
they were appropriated were carried forward:

(d) The reallocation to developmen'c aid bUdgets of both interest and
amortization receipts derived from development loans.

The General Assembly further recommended that developed countries give serious
consideration to the establishment of a development tax to be earmarked for
international development assistance.

2~ The General Assembly requested the Secretary-General to submit a progress
reIJort on the implementHtion of the resolution to the Assembly at its thirty-second
session an.d decided to consid.er the report at that session under a separate item.
In accordance with that request, the present report, ~repared by the secretariat of
the United Nations Conference on 'J..lrade and Development, examines donor I)olicies and
practices as regards the recoLMendations contained in resolution 31/174.

3. The report is ba,sed on information relating to aic~ budeetine; policies and
procedures in 17 member countries of the Development Assistance Committee (DAC) of
the Orga;1isation for :C:conomic Co-operation and Development (OECD) that has been
gathere~ by the Overseas Development Institute (ODI) in the United Kingdom at the
request of the UNCTAD secretariat. The report reviews the principal policy issues
raised by resolution 31/17~ and the donor countries' responses to the
recommendations contained therein. The annex to the report reJ!roduces the
information gatherea by ODI on the aid budgeting policies and procedures in each of
the DAC member countries. !JI

4. A principal conclusion of this report is that~ despite wide variation

~I Information on Canada, Japan anQ the United States of .America ,vas gathered
by the UNCTAD secretariat.

I . .,
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encountered iI'. the budgetary policies and practices of donor countries as regards
the })rOVl3ion of development c.ssif:.tance" such :9I'actices ir., a majority of' donor
countries eTl~tody at least some elements of' the reCOfflll1endations contained. in
resolution 31/1'T4 ~ r[Jhe exter:.t to 1\'hich countries acUlere to the recommendations
COlltained in resolution 31/1~(4 depends in part on the latitude permitted to the alCi

agr:mcies to de}jart froIL. the broad norms established by national legislatures for the
to-'.:ality of public expenditures. lE the main; hO\{f:;ver, countries that have mad.e
m03t progress as regards the recommendations contained in resolution 31/174 tend to
be tb.ose that have moved furthest towards adopting and attaininG the target for
official 6.evelopment assistance stipulated by the International Development Strategy
fo:c tIle Second Dnited Nations DevelopnJent Decs..de ~ T.he adoption of concrete mef~sures

to attain the 0"7 per cent target in a planned time·,·frame l-::..as itself encouraged
dO:"lors to uTIGertake measures in the area of aid bude;eting that, on the whole) l:ave
had the effect of ensurinn. greater continuity and. predictability in the volume of
concessional flovm.. However) countries which have not me.de significant progress
tUHanis increasing the volume of their assistance have none the less succeeded, in
improving the con6.itions of their ;3,ssistance by iruplementing at least some of the
reCOjllmenclations cont",:"ined in resolution 31/l'{4. For both groups of countries,
fUTther IYiovement in the d.irection of the recommendation iD resolution 3l/l7}-t would
serve to en.hance the qualit;y) anct in some C2,I:;es the TTlagnitude:, of aid programmes ~

1I _ ROLE OF' GOVERNMENTAL BUDGETIi;fG }ROCEDURES In SECURING
INCREASED FLOWS OF DEVE10PIJlEN'l1 FINANCE ON A
CON'l'INUOUS AND pnE:'.JICTABLJl BASIS

5, Although budgetary practices in a majorit;y of donor countries require that
funds for development assistance> as indeed fer virtually all categories of public
expenditul"e, be appropriated on 2.:a annual basis ~ a growing number of donor countries
~lO~.·r undertake mUltiyeaT country progr8.Jmnin:::; of their assistance programmes 0 Hhile
the Jegree of sopnistication an0 form~lity of such ~rogramming varies from donor to
uono:t, it gen::::::rally includes a broad assessm.ent of the econoI!l.ic performance and
prospects of each reciI)ient country and an assessment of its aid requirements ~

t.a};:,ing into account the time horizon of the plannine; period in t~le recipient country ..
.~~1~30;. such l)rogrO:-iiming provi<les a frane\4ork for- the donor to communicate to at least
the principal recipients of its aid. the broad outlines of its intentio~s for several
years into the fut'Llre.

6. 'rhe d~sire of develo~.)ing countries for ~i}ledging of assistance over a longer
time-frarEe is not easy to reconcile with the donors' desire to retain some
flexi-bility in their aid allocations. O!l the ';.rhole ~ donors have tended to prefer
greater flexibility in their lone:--terL'1 aieL commitments As a result) the totality
of their "bilateral aid programne is rarely pledged. HO':-lever, some donors such as
De:;:nnark., I:;e T;1 Zealand'J iiorway and Sv-reden,- \.rhich concentrate their bilateral aid on
a few ~ecipient countries - can effectively pledge the whole of their bilateral
programme by pledging the individual com~onent parts v Forward planning of
particular aid components (technical assistance in the case of France~ Italy and
Switzerland) ~ is also 3. fairly common feature of bilateral programmes.
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7. Advance commitments to individual recipients can often 'be made by the aid
agency without approval of the legislature. Hov,ever there are considerable
variations in donor practice in this regard, In the Federal Republic of Germany,
advance C01Th1itments require the formal approval of Parliament which establishes
a commitment ceiling which may not be exceeded. Legislative approval of most of
Denmark 1 s grants and all develormcnt loans is in theory re~uired, though in practice
it is rarely sought, In some other countries (Finland) Netherlands ~ IJoTvlay ~ SllTeden
and S~Titzerland» Parliament may delegate its authority to the aid agencYJ allowin~

it to ma..-l{e forward pledges \'Jithin a give2:l ceiling either fo!' individual projects
or a complete prograIJlJ1le. Alternatively", in those countries \'Jhere Parliament
exercises limited control over advance co~mit~ents (Belgium~ Canada~ New Zealand
and United Kingdom)~, the aid agen.cy may TJroceed. to commit funds in future years ~

bearinc~ in mind both the frarnclTork figures and the expected level of appropriations ~

The close scrutiny exercised by the United StRtes Congress over the aid budget
means that in practice forward cOIT@itments that are legally binding cannot be
undertaken unless funds have been obligated. HOTtrever 1 vrithi.n broad limits the
Age~cy for International Development (AI~) can indicate, in the context of country
programmine exercises undertaken in consultation ;;'Tith prospective recipients~ the
general level of development aid that may become available subject to Congressional
approval.

8" ~frlether Parliament authorizes commitments directly, delegates its responsibility
or does not involve itself in commitments authorizations~ the legislature
ultimately controls the public expenditures through its approval of appropriations.
As a result, commitments to individual recipients tend to err on the side of caution
and to represent a minimum. It could be argued that as Parliffiaents wish to retain
their annual decision-makine authority in respect of pUblic expenditures ffiultiyear
pledges to recipients may not, from the recipients' vie''Point, be significantly
different froln the provision of broad indicative planning figures involvinf, no firm
commitments" The practice in Svreden of aut~1.orizinc the Government to make
cODlffiitments up to a ceiline representinG three times the level of current annual
appropriations ~ppears at first to be a model for donors which wish to give
recipier~ts firm forvrard planning totals" Ho~.fever ~ since Swedish aid is concentrated
on a small group of recipients provision of formal advance cormnitments to
recipients is less complex than in the case of dono~s pledging aid to a larger
number of recipientso In the latter countries? legislatures may not be prepared
to give the aic aeencies the same latitude to incur lonE~term ohligations. The
mirrow-~image of this system ~" the case of the Federal Republic of Germany where
Parliament itself authorizes advance commitments to individual recipients - has the
advantage that once authorized the commitments are disbursed as planned~

9, Of those countries able to enter into long ,term cowJnitments~ some are reluctant
to do so exce~t for the financing of specific projects~ an attitude that reflects
scepticism about the recipient countries I over·-all capacity to implement development
91ans effectively. As a result, the formal commitment of some donors and
institutions~ such as the European Development Fund~ does not become binding until
all elaborate country }!Yogramminc exercise has been followed by rigorous :Droject
appraisal.

/ ...
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10. }Ihe rE'.al value. of official development assistance (ODA.) disbursements has been
eroded noticeably in recent years by rapie price increases] a pheno11enon that has
not been \..rithout consequellce as regards continuity and. predictabilit::{ of aid flov.TSG

Erosion in tDe real value of assistance QS a result of unforeseen price changes
renccers the efforts of reci:Qient countries to plan foreign exchange budgets ancJ.
allocate resources in a longer~term context less effective. To the extent that
decli:rres in real transfers from abroad have to be compensated by reallocation of
their QI,m limited resources.,. the required ad.justments impose additional burdens 011

the reclpientf3 ~

11. The impsct of nrice changes on projects that are in the process of
implementation differs from the effects of such changes on conmlitQents for which
disbursements ~1ave not yet begun.. ..:\8 regards the former'.; the effect of unforeseen
rrice changes is to compel donors 5 recipients or bot11 to allocate additional funds
to the peojects if the original objectives are to be maintained in the face of
unforeseen price chan0es. The procedures frequently adopted in such cases include
allocatinG resources from contin~enc:r funds'

j
rec.uesting supplementary appropriations

or budgeting during the implementation period for anticip~ted price changes.

12, Je,pan l:as experienced difficulties in. dealing ""rith the higher costs of its
development assistance progrannne resulting from price increases since 1973" li!hile
~Taran eventually absorbed the full amount of the increased costs 9 the negotiations
leading up to the decision are believed to have delayed disbursements6 Had
procedures existed to meet the contingencies, some of the difficulties that Japan
encountered might h8.ve been avoided, In the United States~ on the other hand"
unforeseen price changes have not seriously impeded the execution of projects since
procedures exist to mobilize any additional resources required to maintain the
objectives of projects" In the case of cost overruns~ for exmaDle 9 AID submits a
request to Congress in the form of a notice to und.ertal:e additional expenditures,
If Congress does not respond within 15 days~ AID automatically acquires the authority
to undertake additional eXDenditures.

13. A ps.rticularl:;;r difficult problem arises v..~hen commitments are made in current
prices anQ translated into disbursenlents only after a lag of several years. ~~1en

sharp price increases have occurred in the intervening period:l it viill "be necessary
either to increase the disbursements relative to the original commitment so as to
maintain the real transfer originally envisaged) or to allow the price increase to
reduce the delivery of actual good~ and services below that originally intended"
Clearlyj if legislatures wish to have their original intentions regardiD8 the
~elivery of real goods and services reflected in the actual disbursements~ it will be
necessary to ensure that through time the levels of commitments and flows in the
pipeline are adjusted for price changes.

14. The practices of the various donors in dealing with this issue vary
considerably. The United Kingdom :plans all public expenditures over the medium-· term
in constant prices.. Projected aid appropriations for the coming four years are
indexed to compensate for anticipe.ted cost increases, IThe first year 1 s figure

/, ..
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becomes the aid c(~iJ.in.C; fC)l~ that y~~ar 0 \ilhile t'::-le projected fi2~ures for tbe
follo"Ti~'ig tilI'ee Jrears arc -'cr:'3.lJslated iatc .'?cnnual. appropriations.; provid.ed cuts Ln
p1.:CiJlic spel1cliru::: do :0.0';:; iJ:.i.tervene. Such c-;;ts occurred in 1977 (6,8 they c--;'id. in
Finland, 2nother c~0l10r \..Jt~ich fixed its roll:inr:: aicl :?":-:"c..L in ter!ilS of COTIF..'te,nt :;;Jl"ice)
',/itil t~~l':: result tr-l".<.t t~le real vaJ_uc of e:-;:;:~iec.:ted ar'::rr-opriatio:l.'3 for thet!..2xt 0""(.~~O

:y-eaT.S ~'.rgS not l!1aintai::-~c;:.S.." It '-ra.s ho,,:oever felt that the public ex::!el:c:'5tT.rre cutG
-~·lOllld l'lE.V'8 '1)1. t;.~eY!. C.eeTc:,( ir;.-to t.he I?id. ·(")rogr·J.j:1E1P; if J,}le"nnint: fiTLlres l-:,ld Dot been
set in consta:lt. pricer> }:(, the ,:;:~bsence of c.n a.ic:'. te,:.r(!ct s:lch as tbe 0" 7 :ler cent
ODA tarf;et ~ in6..exc:tim:.. of aid expc::]c.iture fo::c'--'ecasts still remains a useful "c'o.ethoQ
of ex~qressin(:; government i~tentions anc. ~r0ba"hl;r goes sor18 1;:8.y t01:1arc.s i.n.a..intainir::.p::
the !'":~al valu~ of aid. when cuts c.re lL1Clvoicta}-\12"

15 1'\10 other d.onors ';';'orvT8:v and Denmark also budget their developI!lC':,1t
assist2.rlC2 in constant prices.... ~'Tor..{a.y lJlans to achieve (and exceed) t;le
o. 7 :~::er cetl.t tar'[02t by p18,nlline; fe::-r gross a.i:3 expenditure over a fouT<:(~'::(:u' Deriod ..\.L.i.

constant prices. 'I'he ;:Janish :plan'.) VThic!.J. aims to achieve the 0.7 per cent target 'by
19~r9··~198o) i:L1volves a five;,,'.rec,r planr.infi' ueriod in vihich annua.l targets for
di,sbursemenc ap:QrOl)yiations" (net'~of 8lno;t'ization) are fixed i!.1 consta.:'lt Drices i?XH'.t

c1el"ivecl from an annual ODA: GJ.TP target designed to ensure a smooth grogression to
the 0.7 per c'~nt figure by 19800

16 < Bud.getary allocations which lapse at the end of the fiscal year for '\-[hieh they
ar'2: ap:pro~)riated tend to reduce the a.~ilOlUlt of aid trailsferred from the donor
country belo"'i,~ th~ level \·"hich has previously been determined 'by the J.egi slature ,
Although funds can oe reautllorized the follo1,,rins year;.. the curnulative effect of
lapsinG is to reduce the total available for development assistance. Donor aid
agencies" faced '("lith the possibility th~lt :funds ITOUld othervise la:']8e Elay also !.1e
tempted to distort their" allocation crit.eria, in favour of fast disbursinG projects or
prograr:rJ12S rather than see their appropriatiol1f:. returTled to goverD_TIlent revenues,

rr ~ ~:he object of non·-lapsing provisions for aid appropriations is not to
accelerate the fl.o-H of development assistance ~ but to avoio. arbitrary losses :I.n the
aic~ budget., 1'ihere approp:rit~tions are endo....red ":-;-,ith n.on· laps:i..nl~'; authorit.~!, the
unspent funds form a pipeline 1Ihich does not h2.ve to be revoted by Parliament ",r'hen
new appropriations are made, LeGislatures may be aware of the existenCe of
pipelines anct. _, although they m2l~r not formally tat.e the size of the pipeline iD.to
account when voting ne\·,r arpropriations ~ they could well -ue influenced by ,:i grcH,i"ing
accrunulation of uudisbursed aid funds~ The existence of non"lapsi~g provisions
consequently does not assure predictable disbul'--'semct:ts in real terms) Dor y-em.ove
the need for donors to ~lan disbursements to keep them broadly in line with
appropriations ~ It does ~ hO'tTeVer ~ provide an ele~Qent of flexibility to 851
progra:mmes:) lessens the risk of un1'larranted end-,year spending und.ertaken to avoid.
arbitrary losses and protects the nominal value of aiel appropriations"

18.
with

S\'Teclen is the only donor ~ilh:i.ch automatically endow"S all aid appropriations
non··,lapsing au"chority. ROi'lever) L~ost donors make non,·,laps:2.ng provisions for
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at .leas\: :l:~:J..rt of -elIeir aid. bu.dgets The a?prOI,riated. f'UrIes in ·the United States
aj_d b-"ldget do nut lapse until the su:ms are spent l~;ac}i yeE'~r;; unspent funds Illhich
h.ccvG beon appro:priated can~ i.il pTact:LCe~ be o1Jlizated for future expend.iturE"·s~ All
of France; s aid to its cx,"--colol1lal territories call be carried fO::'~~'lard from year to
:~2o.~·: .t~,ough allocations to tb.e lQest of th'f-; 1;,TCI'J6. lw,ve only nominal carry--forward
13.Cl.l..ltl8S.

1). In the case of both Canada an". the Lethe:~lands aid ,!as enClo"'ed in the past
l.rith non-la:psi~i.g pi:"ovisions 0 In the Y:"etherlands., recently adopted :::lrovislOrlS are
eX:f,ected -Co imr-ose more strin.gent disburssment cond.J.tioD-S; although the authorities
expect to maint.a~i.1 a :pipeline of non~"lapsing funds. In Canada~ cOIrilllencing Ttlith the
estirr;.ates for th.e :period. 197'T n~1978 " the non~lapsing authority has been revoked.
prir.!.cipally because of a r.s:;;:i_d accu:mu1aticn of funds in the aid pipeline, some of
which was not everi committed. In Finlar:.d er8,l1ts do not lapse j "Ylhile cOlr.mitted
loans are allowed a four~year disbursement J!2riod. In Belgium~ all lottery funds
and aid items voted in the special budget are ~rotected from lapsing if unspent: as
a result", losses due to lapsing are limited. to a normal rate of ~l per cent of the
aid budget. ~)hile S"uitzerland has no special provisions for un spent aid. funds ~

only 2 per cent of the aid budget ",as lost in 1976 due to lapsing, "'hile in
l~WJ Zealand losses are kept to a minimum in spite of a lack of Don··lapsing authority)
because of close control of disbursements and flexibility in shifting funds among
projects. Certain Danish funQs can be disbursed up to two and a half months after
th(:; end of the fiscal year"~ 1'lhile the United Kingdom has limited carry-forward
facilities (up to $10 million per year), and in the Federal Republic of Germany
normally lapsing funds can be carried forward for one year but at the expense of
including the carry"""for'i.rard in the follo\·ring year ~ s appropriation total.

20. It may be argued that non-lapsing provisions are only relevant if multiyear
planning of disbursements is ineffective. Good planning in the long-term and strict
monitoring of disbursements ",ithin the fiscal year can help to alleviate the problem
of lapsing flU1ds and remove pressures for hasty end-year aid decision'S vrithout
encouraging the accumulation of a massive pipeline (as in the case of the
Netherlands). Ne'" Zealand, for example, finds no difficulty in disbursing all its
bilateral aid by virtue of its Forward Aid Flan. At the same time, the need to
carr;/ funds over from one year to the next and. the speed with which pil1eline funds
can be spent ",ould both be favourably affected by employing less complex
disbursement procedures such as reducing the need for sophisticated project
appraisal, elaborate tendering schemes and stringent end··use tying. If such changes
were made, the significance of the erosion in the real value of the pipeline would
be much reduced.

21. Although lapsing is rarely a problem for multilateral contributions, some
donors are inclined to use such contributions as a means of disbursing funds "'hich
\lould otherwise lapse or accumulate in the donor 1 s pipeline if retained for bilateral
use. In these instances) the donor has no guarantee that the contribution will do
anything more than accumulate in a pipeline lrithin the multilateral organization.
Scrutiny of the disbursement performance of multilateral organizations should
therefore GE: considered before CLonors assume that rapid expenditures of aid can be
achieved by transferring either their annual lapsing appropriations or pipeline
funds to a multilateral body.

/ .0 •
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22. In conclusion, the recommendation that aid appropriations should be endowed
'Jith non-lapsing authority seems to be favourecl by donor agencies'J though its
implementation by individual donors tends to be at the most partial (except in the
case of Sveden). Though budgetary rules generally militate against automatic
carry-forward provisions~ many donors have devisee methods of overcoming this
obstacle. The:ce is a strong case'J however, for donors to adopt a common practice,
if only to avoi(l the risks that recipients might treat donor programmes ,ihich are
knovm to have non.-lapsing funds with less urgent attention than the others.
Consequently, donors, such as the Federal Republic of Germany, Italy and the
United Kingdom~ which allow only minimal carry-forward on unspent appropriations
should be encouraged to make special provisions to ensure that losses are
autoTIatically avoidedc For donors which currently permit no carry-forward
(Australia, New Zealand and Switzerland), the possibility exists that exhaustion
of their annual a:ppropriations may be at the expense of other donors~ accumulated
pipelines. Thus, even though their annual losses which result from lapsing may be
small, they should be encouraged to adopt with all donors the principle of
non-~lapsing authority for aid funds.

D. Interest and amortization receints on past lendings.

23. The prevalent -oractice in most donor countries is to allow receipts of interest
and amortization to revert back to general revenues. The general budgetary practice
of not earmarking particular categories of revenues for particular purposes need not
preclude allocating reverse flaIls for further lending since these are in respect of
gross sums which have already been voted upon by legislatures. It has been argued
that automatic allocation to aid bUdgets of both interest and amortization receipts
would enhance the flexibility of aid agencies and ministries in adL1inistering their
aicc programmes 5 and would also insulate somewhat aia programmes from the
vicissitudes of annual parliamentary proceedings. It could also be argued that
reverse flows should be allocated automatically to aid budgets since part of the
reflows accrue from lending at terms which would not now qualify as ODA and since
part of the reflows originate from countries ~n1ich today would be eligible for
grants or at least terms softer than those on the loans generating the reflows.

24. In France, a part of the operations of the Caisse centrale de cooperation
economiQue (CCCE), an institution with special responsibility for development loans,
is regarded as';o'im account:1 and return flows on this lending may be used for
further lending ay that orgaTIization~ Similarly~ in the Federal Republic of
Germany the Kreditanstalt fur Wiederafbau (KfW) , may use amortization receipts (but
not interest paJ~ents) in a similar way, In Japan, the amortization receipts from
previous lendings by the Eximbank and the Overseas Economic Co~operation Fund revert
to those agencies and are available together with new borrowings from the Trust
Fund Bureau for new lending. The interest payments on past loans of the Eximbank
are available to that institution to defray its operating costs.

25, Although each of the above three countries has mechanisms for recycling
payments on account of past loans~ the reflows involved account for only a small
fraction of the lendin[ progrffi~~2s of these donors
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26" Other donors do not make provision for the direct allocation of loan paynlents
to aid agencies~ In Canada;: the reflovTs frori1 past lending are not vie\red as an
important SOU:r'ce of financing since the magnitude of the refloi.)"S has not been
sigr.5ficant. The recent decision to cancel the debts ovTeG. to Canada b~r the least
developed countries has further reduced the significance of these reflo11s. Until
l'''ecently ~ repayments arisine; from the foreign aict :flrograr.mne of the United States
reverted to AI~ for further lending. However~ the desire of Con~ress to exercise
closer control over the budget has resulted in the revoking of this provision so
that all reflows now revert to the United States Treasury. Italy finances parts
of its development lending progr~~~e directly from private markets. Consequently~

interest and a~ortization receipts generated by development loans must be used)
at least in part~ to service the loans raised in the private markets,

27. A third group of countries J wllile allowing reflows to revert to the general
revenue) undertake budgetary procedures vThich normally produce a result equivalent
to allocatiilg the flo,,;,'s directly to the aid. agencies. 'I'hus 1 the Scandinavian
countries set their budgetary aid targets on a net transfer basis. Since the net
transfer eQuals gross disbursem.ents less interest a::vi amortization payments ~ once
such a t.arget has been set an increase in reflmIs on account of past loans
automatically gives rise to an equivalent increase in budgetary allocations,
Similarly ~ the United Kingdom pl~o,jects and presents its aid aIJpropriations on the
basis of the nelil flow of official aid (i. e. disbursement net of amortization but not
of interest) ~

E~ DevelolJlnent tax

2,3. l].1he recommend.ation to institute a development tax,-, the proceeds of 'which would
be earmarl:ed for concessional 8.8sistance;l reflects a growing concern that unless
provision of developrne:;'1t assistallce lrere isolatec~ from the vicissitudes of short term
political and economic circuInstances aid flo","'lS 1Jould. continue to stagnate and decline
in real terms (A!31/186 ~ paras. 6l~'(J5) 0 The nrocedure of earmarkine: the proceeds of
a particular tax for the fim~..nciilg of a specified programme is not nevT and is used by
a I1wnber of countries in funding domestic progrannn8s. However J the canvassing of
c~onor Vie1ilS on the proposal indicates that there is at present little support for
t~e conrept of a nationally levied development tax on incomes. The views of
individual Governments of DAC member countries is set out in the annex.

29. The only experience to date 1Jith a development tax is that of :::Torway a country
that financed most of its aid progr&~e between 1964 and 1974 from revenues raised
from a development aid tax levied directly on incomes, This tax vas abandoned in
1974, The reasons given for this are that the costs of ad~inistering the tax were
high a.nd that. it "'\las less pL'ogi"'essive than the normal income tax.

/ ' . ,
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I. :\ustralia i said d:i.s"i:urSCT!tents are fir'8.!lC'2C e:1tirely frem c2:",tral ;:overnmen-l.,
fur-ds anpropriated annually by Parliament or authorized "by s"pecial legislation.
t·rf,ropriatioDs 2~re fer gross ai0. diSDurssEents ::'uring the fiscaJ year (Jul,'/-,June)
:Return flo\~Ts of interest and arr.ortization on past develorment loans \ •.,(!:--:j.ch 2.IC.OU:J.t-;:,,:;'
to roughly 1 fer cent of gross disbursements in 1975) e~re :;aj(~ into the
consoli6..ated reverrLle fund and are not h:;J:en into account ir.. deter:r.:dnin(! tJ.l.e aIi~-LUal

aid ~rJpropriatio!1.

2. 'The aid appropriation is [iivider~ into a nur.r:ber of items. The a.l:10U:1t
ap:propri;::l.ted for an~r item rI.ay be increa.sed hy a supplementary alJI:~rcpri8,tion

J?8..rlicurlent or by the T:~easurerJ approprie..tin(': from. the ':rTeasurc-r I s advance.
all.ch increase is norYGall:y~ subj ect to an 9,.c:,ree)Ylcnt tt.!.8.t expenditure on other
'frill be :reduced.

by
ft.rry

items

30 Budgetary appropriations are nOTEally lapsing. TYne.er the legislation ~ll:ich

set up the Australian Development ,~\-2:·er..cy~ nm,;'ever) provj.sion 1,n1,S made: for ai"
approprie.tions to be raici into a special Development }~ssistance Fund T'Thich meant
that uncpent appropriations did not lapse at the end of the fisc,'),l year. This
F""~md is to cease operations in June 19Ti and. no further provision againFt lapsi:r.[
is to be rrade. '--C'he significance of the demise of the Fund is~ i"lOYlEVer, questim:,'.able
since j.t is re.)ortec1 that only sIT.all aB-Qunts of aic:' \,'ere ever carried for1'Tard a.s a
result of its existence. ~he position now is that all aid appropriations lapse if
u.nspent during the fiscal year,. except those authorized_ by 8l}ecial lefislation~ for
example, IDA contributions. I~l. the latter cases ~ a:ppropriat]~ons lapse onl,t i,n
accordance vith the terms of the legislation.

l~. Since 1976/77, Y:le Aid BUl'eau aloDf, vith other d.epartments has been requir~d

to submit details of existing and purposed cOlTIlllitments to the Govern..."!l.ent IJrior to
each fiscal year. On the basis of these submissions~ the Govern...~ent determines a
financial limit on commitments req,uiring funding in the current and fu.tu-re fiscal
;years for each ite.m of the aid "ouclget. This system effectively authorizes the Aid
Bureau to enter into cOITilllitments up to the prescribed limit ,,·:rj.ti:lOut need for
further approval. Any other cOrr!TI1itT.!"i.ents require the sT)eci±~i.c 8,r:;:roval of the
Government or the ~reasurer"

5. The Government has a. three-,year rolliD1 system for pro,iectil1"~: public
expenditure and receipts. I';::hese proj ectioDs provide the f!'ame~,Tork for Government
bUG-cet policy and the basis of the connnitment ceilinG 2stablisl:'led annually by
Govermnent. Like most forvard projections they do not;; hOI,.rever ~ permit dep~rtments

to antici?ate the level of exnenditure in future years. And since t~e projections
2,re Gub.ject to at least annual revision, they do not provide a firm framew-ork for
aid. planning.

! ...
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6. AustralL-:<. does, h01\Tever" have for1dard planninG e.rYangem.e.nts 'liTith its :main
ree ipients. In the C8)"::e of Papua ~'~W{T GuineClv) it [Jas entered into a CCTf.:lTti tment. ~co

'l;rovide $).t,.. 180 rnil1io?1 annually betl,'leen 1976 and 1931;. in the case of Ino.onssia,
the cOI:C!J.uitment is of a lWll:::-'r-SUTE to be disbursed over three years and in the 1~~~S':=:

of' the South Pacific ~ it has cormnit,ted a Imi11:i--sUEl to be provided on the basis of a
three,,~year rollinr; programme (vith indicati.ve r:lanning firures for eac}"l Countr;;r) .
These commitments are made via intergovernmental acreE-ments and are subject to
2;:mnal Parliamentary approval of disbursements under the a.greements. 1<J:hile there
are no specific provisions to offset the effe.cts of inflation on aid co:rn..--nitr:~ent£',

gen.f;rally ~ the multiyear agreement vrith ?apua NelI Guinea contains a provision for
an anncal sup~,lement to be n:ade in the :11 is:ht of prevailing circumstances", and
that with Indonesia is to be reviewed before the end of the second year. The only
otheT ~!multiyear pledges': are those made in the context of formal agreements or­
individual. proj ects or multilateral contribution.s.

Multiyear ~~~dging

7. Australia has a medium-term rollin~ progra~me for aid aDd other puolic
expenditure for internal planning purposes. But plans for future aid disbursements
are subject to revision, and there are no firm plans for achieving the
0.7 per cent ODA:GNP target. Apart from individual project a.gree:iD.ents and
comm,itments to multilateral organizations ~ Cl significant proportion of bilater.il
aid is pledged on a multiyear basis to Australia j s me.jor rec:'.pients in the context
of interrovernmental agreements.

l'~inta~~i9~.the real value ~~DproD~iations

8. ~here is DO provision for an automatic adjustment in aid appropriations to take
account of inflation but the change in the value of the Australian currency is a
factor ta}>~en into account when annual appropriations B.re decided. if·he mllltiyear
aid a8reeE:ents ""i--J"ith Papua New Guinea and Indonesia also proviae for upTiJard
adjustments to be made in the light of inflation.

9. Tllere are now no specific provisions to prevent the lapsing of unsp'ent
appropriations, except for t~--w'se contained in special legislation authorizing the
appropriation for certain aid expenditures (see Dara. 4 above). The /~ustralians

tal-::e tlle viev that non-lapsing provisions are not essential to ensure the
effectiveness of aid spending.

Recycling of interest and amortization

10. Interest and amortization receipts are raid into central government funds and
cannot be taken as an addition to Parliamentary appropriations for development
assistance. Since Australia 1 s progral'!illle consists largely of grant aid~ such return
flows are in any case small.
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AFSTRIA

1. A s~,lall ELt"".\U decreasing proport:.i.or.. of Austria 1 S 9,id is finEnlC(__~d out 0:," ceIJ,-:.:ra}

government funds ~ In 1974 ~ only 37 :ger cent of th.e total vas fLlanc ed :.era:..'"'.", fe~.e:{'al

but3.get appropriations. IJ'hese a.pprop':iations are made ennua11y and are for
disbursement in the following fiscal year (January to December). ~he rest of the
Austricm aid prograrcme is financed from Central Bank. borrov.rin,,!, the l:::-rivate ITlark~c,t"

ERP (Parshall Aid) funds and Lander bu<lgets~

2. Deterioration in the Austrian balance of ~ayments and the desire to li.:)lit -'c:h,,·~

budgetary deficit (even though aid appropri::l.tions re:prese:~.t a -i.Tery small
pl~oportion .- about 0.25 per cer:.t ~ of the fEderal budget) have obliged tIlE:;- "i~nstria:G

Govermnent to look to the pr5.vc!,te capital ITIHrket for an incree.sinr.; pro:i)ortioD of its
aid finance. ConceSSi0113.ry loc!,Us to multilateral organiz6otions as lv-ell as !)ilD,teral
l'levelopment loans are largely financed in this way, though interest s-'...(bsidies are
provided out of hudgetary funds.

3. Austrian 8.id is 'i--rei,2hted. J:leavilv in faV01}r of multilatere,l contri.1:m:t:Lor:,s ~ the
bilateral share consisti~g mainly of'" concessional official export credits cmd 2­

small technical assistance programme.

~.. Austria ~ s fiy·st venture into medium--term aid })l3.Dn.ing ~JegaD in 1976 T·;rhen C-l.
three~year rollinG plan '..laS first implemented. Unfortu:s~.3.tely, o.etails of th~::: plaJl
-~rere not made available in time for inclusion it: this re-cart. Eirr.lilarly ~ res:90Ds8S
from the Austrig,n authorities to the recmr.uneno.e,tions contained in General Assembl·'.T
resolution. 31/174 have Dct l::een received~ although it is knO\!I1 that Austria voted. in
favour of the r2solution.

/ ...
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BELGIUM

Annual appropriations, commitments and disbursements

1. Parliamentary authorization for funds for development assistance is given in
November each year. The Belgian Government has stated its intention to achieve the
target of 0.7 per cent of GNP for its net aid disbursements, but in 1975 only
0.59 per cent was achieved, while the 1976 ratio declined to 0.51 per cent.
Budgetary appropriations are made with a view to achieving the disbursement target,
but delays in payment authorizations (particularly for some multilateral
contributions) have often retarded the rate of disbursement. It was not expected
that the 0.7 per cent target would be reached by 1980, though if the new coalition
is formed from the three traditional parties (Socialists, Christian Democr8ts and
Liberals) as now seems likely, it is possible that a clearer policy on developnent
co-operation will emerge. At present, however, there are no explicit annual
targets, though a new Government may be prepared to commit itself to a rising annual
aid/GNP ratio. The 1970-1975 plan, on the other hand, did fix annual targets both
for volume and ODA/GNP ratios.

2. The role of Parliament is restricted to approving the annual budget figures for
estimated expenditure and the general orientation of development policy. Aid
appropriations (like those for public works) fall either within the ordinary budget
(in which case disbursements ha~e to be made the following year) or, in the case of
large-scale projects involving durable capital investment, they can be voted in the
special budget (under article 53:01 and 83:01) and in this case authorized funds
can be carried forward indefinitely. For the Belgian authorities, commitments
cannot be binding beyond the fiscal year; moreover cash commitments are considered
to exist only when the pledge has been approved by the Finance Ministry. Thus,
political control is further SUbjected to administrative control. In the case of
the special budget, Parliament votes in advance both commitments (credits
d'engagement) and payments authorizations (credits d'ordonnancement), the latter
usually being about half of the former. Administrative control is exerted by the
Financial Inspectors, who authorize the commitment to a specific project, and by the
Cour des Comptes which directs the Treasury to make payments.

11ultiyear pledging

3. The above procedure makes multiyear planning of anything other than an
indicative nature rather difficult. However, for traditional recipients of Belgian
aid, non-formal methods of forward planning are employed. In the case of Treasury
loans, India, Pakistan and Bangladesh are aware that the amount available is likely
to be at least as much in nominal terms as it was the previous year, similarly
Administration General de la Cooperation au DevelQPpement (AGCD) grants and technical
assistance to Zaire, Rwanda and Burundi can be expected to be maintained from year
to year. Even though general aid agreements, approved by Parliament exist for the
above countries the amount of aid has to be determined by annual negotiation.
Legally binding commitments exceeding the first year are not possible within the
framework of annual budgeting, even though AGCD makes its own estimates of likely
costs and disbursement rates for internal purposes.
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Preventin~ the erosion of the real value 9f aid

4. Parliamentary appropriations are voted annually in current prices and there is
no possibility of adopting constant price budgeting under the present system.
Since the global amount of aid has been a rising total in recent vears both in
nominal terms and as a proportion of GNP, it is felt that by aspi~ing to an aid/GNP
target, the necessary compensation for inflation is made. In the case of individual
recipients, it was felt that current price budgeting and the absence of built-in
provisions for inflation enabled the donor to discriminate in favour of countries
uhich Belgium considered more deserving of its aid while not appearing to reduce
the amount of aid allocated to recipient countries whose performance was considered
unsatisfactory. Payments are made in Belgian francs except for multilateral
contributions, which are ~Bde in dollars.

Non~lapsing pr~visions

5. At present, all AGeD project aid financed from the proceeds of the national
lottery can be carried for"~rd indefinitely. In addition, commitments for durable
capital investments which have been authorized in the special budget can be carried
forward from year to year. As a result, Belgium's aid pipeline r~presented in 1976
just over one third of annual disbursements. Authorizations in the ordinary budget,
however, lapse if not disbursed in the following year, and the AGCD suffered a
5 per cent loss in its budget in 1976 due to lapsing, mainly due to undisbursed
commitments to fellowships and university co-operation. Aid officials are, however,
expressly forbidden to seek or devise rapidly disbursing projects to avoid losing
potentially lapsing funds at the end of the year. If the proposed Development
Co·-operation Fund were to be approved by Parliament (see above) this would be partly
financed out of undisbursed aid appropriations and would thus overcome the problem
of annual lapsing.

Recycling of loan backflows

6. All intergovernmental loans are made by the Ilinistry of Finance, and all
repayments of interest and principal revert to the Treasury. If AGCD were permitted
to make loans (as nroposed in the lapsed bill to set up a Development Co-operation
Fund) return flows-on-these loans would be made available for new lending.
Otherwise, the Belgian Government does not intend to set up a special fund for
recycling loan backflows.

Development tax

7. A development tax to finance the Belgian aid programme was also considered
inappropriate in view of the existence of the national lottery, the proceeds of
which are already used for this specific purpose. It is, however, doubtful that
most purchasers of lottery tickets realize that their payments are being used largely
to finance overseas aid. A pUblic opinion survey conducted on behalf of AGCD in 1975
found that only 7.8 per cent of the sample were in favour of a special development
tax.
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C!Ll'IADA

Annual appropriation, commitment, and disbursement procedures

1. Canadian aid is financed entirely by the federal government budget and is
appropriated on an annual basis. The budget process in Canada commences each year
with Canadian International Development Agency (CIDA) drawing up projected figures
for all expenditures in the next five-year period. The projections derive their
rationale from a document called the programme forecast. These figures are examined
by the Cabinet which decides on the budget level for the forthcoming year, and are
then embodied in the form of estimates presented to Parliament. The funds for aid
are classified under headings comprising multilateral aid, food aid and special
programme and administrative costs. The bilateral component is divided into grants
and loans. These estimates are referred to a Standing Cou@ittee of Parliament which
examines them and refers them back to Parliament ,'hich finally embodies them in an
Appropriation Act.

Non-lapsing provisions

2. Until recently, the legislature did not impose any restrictions on commitments
appropriated by it. Funds committed but not disbursed would still be available for
the Agency's use in future years. This provision was known as the non-lapsing
authority. As a result of this authority, grants and loans that were authorized
but not disbursed accumulated in a backlog of unspent funds. In 1974, an over-all
disbursement ceiling was imposed on the Agency's expenditures beginning in fiscal
year 1975/76. This set a limit for the first time on the amount of drawing-down of
committed funds that would be allowed in any fiscal year, and in effect eliminated
the non-lapsing provision in CIDA's budget. This arrangement brings CIDA in line
with the rest of the government departments which do not have non-lapsing authority.

Multiyear pledging

3. Although the Canadian Parliament votes aid appropriation on an annual basis,
the Cabinet empowers CIDA under a forward commitment authority to undertake
multiyear commitments with a high degree of assurance that the commitments will be
honoured. The forward commitment authority ranges for a period of five years.
Under the five-year commitment authority, CIDA can make tacit commitments up to a
level of 90 per cent of the current year's disbursements. This forward commitment
authority applies to programme countries and regional funds. CIDA prepares for
each of these countries a document called a "Country Program Review" that outlines
its aid intentions for each recipient for the next five years.

Interest and amortization receipts

4. As regards the reflows of funds from previous lendings, the practice in
Canada is to revert them back to the consolidated fund. At the present time, no

/ ...
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mechanism or machinery exists for automatic allocation of these funds to the aid
budget. The feeling in Canada is that in view of the limited volume of reverse
flows, which will be reduced further by the recent decision to write off debts of
the least developed countries, interest and amortization receipts are not a
significant source of potential financing.

MaintaininR the real value of aid

5. Canadian aid commitments are undertaken in current prices. However, the growth
of a backlog of unspent funde which have been committed but not disbursed has
created a difficulty for Canada since the commitments are undertaken in current
prices and their real value has eroded over time. When additional resources are
required as a result of cost overruns or unforseen increases in project costs, the
procedure has been to go back for additional authorization and this has in practice
been obtained without much difficulty.

Development tax

6. This proposal is not viewed with favour by aid officials since it does not at
this time find much political support.

/ ...
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Annual appropriations, disbursements and commitments

1. Danish aid disbursements are now a/ financed entirely from central government
funds appropriated for each fiscal yea~ by Parliament. Gross aid appropriations
for a given year are determined in accordance with the target ODA:GNP ratio for that
year, contained in the five-year rolling programme fOr aid appropriations. The
target appropriation figure is net of amortization and relates to the April-March
fiscal year. The GNP figure used initially is estimated GNP for the calendar year
(e.g. 1977 for fiscal 1977/78). Since the aid bUdget is voted at the beginning of
the fiscal year, adjustments are generally required to bring appropriations into
line with ODA:GNP target as revised GNP estimates become available. These are made
by means of a supplementary aid appropriation towards the end of the fiscal year.
In this way, annual aid appropriations are automatically protected from the effects
of domestic inflation during the fiscal year.

2. The main budget vote for aid contains a number of individual items under the
broad heads of multilateral and bilateral aid. The major part of multilateral aid
is specifically voted for different organizations. The bilateral aid vote is
divided into sums allocated to the different types of aid, e.g. loans, projects,
but aid for individual projects or country programmes is not voted separately by
Parliament.

3. The annual appropriations bill also contains details of the remaining
four years of the five-year rolling programme for disbursement appropriations. The
aggregate figure (in constant prices) for appropriations in each year is derived
from the ODA:GNP target for that year set at level designed to achieve steady growth
to the 0.7 per cent target in 1980 and - at present - a continuation of that rate of
growth in real terms thereafter (the target for 1980/81 is 0.73 per cent GNP).
The rolling programme is disaggregated into the same component parts as the annual
appropriations. Parliament gives its approval to the programme when it passes the
annual appropriations. Formally, it is not bound by this approval to appropriate
accordingly in future years. In practice, its prior approval of a target figure
for aid, combined with general parliamentary and public support for an expanding
aid programme, means that appropriations are likely to be in line with the target.
Thus, unless Denmark 1 s economy goes seriously into reverse, planned aid
appropriations in future years are effectively protected from erosion via domestic
inflation and their growth in real terms is assured.

4. The Danish International Development Agency (DANIDA) is responsible for the more
detailed planning and disbursement of aid, subject to existing policy guidelines,
to the allocations made in the budgetary appropriations and to the need for
Parliamentary approval or authorization for certain commitments. Parliamentary
authorization is required for any grant-aided project commitment involving

2/ Until recently a small proportion of aid funds was derived from the excise
tax in coffee imports.

/ ...
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expenditure of over DJ\: .) 1'1.illion ,":~~.d for :ll1y lopn DcreeF!ent. /\.utho!_~iz~1.tion is
received via submissions to the Finance Committee of Parliament and the Committee's
decisions are approved by Parliament when the supplementary appropriation bill is
passed near the end of the fiscal year. Loan commitments are additionally subject
to an annual co~~itments ceiling contained in the main Finance Bill and set so as
to limit the rate of loan disbursements in future years. These loan and project
8.greements are legally oind.ing on the DB_nish GovernT\lent.

5. Aid appropriations lapse if they are not spent in che financial year for which
they are voted. £I This is in accordance with general budgetary procedure in
Denmark. In principle, lapsing could lead to considerable losses of appropriated
aid funds. The Danish aid programme has grown ~apidly in recent years and this,
together with the supplementary appropriations near the end of the fiscal year, has
inevitably increased the work-load of DANIDA. Meanwhile, DANIDA's establishment
has remained virtually static since 1971, largely as a result of public expenditure
curbs and economic difficulties. None the less, annual aid disbursements have
kept pace with appropriations.

6. The main factors responsible fo~ this achievement are:

(a) The large proportion of aiel provid.ed to rnultile.tera.l institutions which
has helped to lower administrative burden of the increasing programme, and poses
few disbursement problems to Denmark;

(b) DANIDA's internal budgeting procedures Which are designed to allow for
the tendency to under-spend and for the end-year adjustment to the aid
appropriations. There is a policy of bUdgetary over-commitment and spending
performance is monitored periodically throughout the year;

(c) The use of country-programming covering a large proportion of bilateral
project and. technical aid;

(d) BUdgetary flexibility achieved via the jUdicious use of the somewhat
complicated general budgetary procedures and a certain latitUde allowed DANIDA by
the Ministry of Finance and the Finance Committee of Parliament.

7. There are two main sources of budgetary flexibility. First, payments under
certain heads can be brought forward from (and/or carried forward to) the next
financial year to compensate for under or over···J'ayments in relation to aid loans
may be advanced or delayed according to the needs of the aid budget. These
adjustments are not, in theory, cumulative in that the funds budgeted for different
heads in the following fiscal year are effectively debited or credited accordingly.
Second, where funds have been committed for the year in which they are appropriated
(Which means broadly that there must be a legal agreement stipulating the funds to
be advanced in the fiscal year), they may be disbursed within two and a half months
after the end of the fiscal year.

£/ Or shortly afterwards in certain cases - see below.

I . ..
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8. It may be argued that the pressure to keep disbursements exactly in line with
appropriations in order to avoid losses to the programme is harmful, encouraging
ill-considered aid decisions and reducing the effectiveness of aid. DAl,IDA
officials contest this and, while maintaining that DANIDA is understaffed, argue
that the pressure to spend is desirable in that, without it, a pipeline of
undisbursed funds could easily accumulate. 'I'his 1>!Quld conflict "'i th the objective
of increasing real resource transfers to least developed countries.

Future planning

9. As earlier indicated (see para. 3) Denmark's aid disbursements are planned
in the context of a five-year rolling programme for aid appropriations designed to
achieve specific ODA:GNP targets for each year.

10. Multiyear pledging to individual recipients takes place in two ways; first,
via commitments of loans or project aid approved by Parliament, and second, via
country programming in relation to the four ~ain or recipient partner countries.
Only the former is legally-binding in the Government. The latter, i.e. country
programming, is an indicative plannin~ exercise, "'hich excludes loans, and is
carried out on the basis of four or five years rolling plans for the individual
countries. The country programmes are drawn un in conjunction with the recipient
countries. The programme figures are expressed in terms of current prices.
Adjustments within limits to allow for cost increases are permitted in respect of
those larger projects which require initial Parliamentary approval and further
adjustments are possible if they can be justified. Otherwise, there is scope for
the reallocation of funds within the country programme and this, combined with
the actual growth of aid receipts (usually in excess of indicative plan figures)
helps to prevent the adverse effects of inflation on project planning.

MultiYear pled~inr,

11. Denmark currently has a medium-term rolling plan for its aid programme (see
above). Its existence is believed to have helped Denmark to maintain the growth
of the aid programme during the current recession. Apart from individual project
and loan commitments, the multiyear pledging of aid to individual countries is
restricted to the four main partner countries and is a moral rather than
legally-binding obligation to provide aid up to the amounts indicated for future
years. Given constitutional constraints, it is as firm as is possible. Although
an extension of the present programming approach is being considered, it is
unlikely that Denmark would extend the system to more than a few of its current
aid recipients. Apart from the administrative problems of so doing given DANIDA's
small staff, it is felt that in many cases the amount of aid given is so small as
to render the procedure inappropriate. Further, some recipients are not themselves
in a position to enter into a planning exercise covering four to five years. The
provision of indicative aid figures alone to such recipients might improve their
planning potential but Denmark is not prepared to "pledge" aid without knowing how

I . ..
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it is to be spent. Finally, Denmark is unwilling to lose the flexibility presently
enjoyed under the current partial programming approach to bilateral aid (which
might be interpreted as a way of saying that there are certain of its recipients
with which Denmark does not wish to enter into a longer term or closer aid
relationship than at present exists).

Maintaininr, the real value of aid appropriation~

12. Current procedures for aid planning and appropriations ensure a growth in the
real value of aid appropriations consistent with GNP targets - so long as there is
not a decline in GNP. Planned disbursements to individual recipie~ts are not
automatically protected from the effects of inflation but this is not deemed
necessary or desirable. While the aid programme continues to increase, resource
transfers to individual recipients tend to be more than maintained in real terms
and there is some formal provision for cost adjustments in respect of individual
projects. Automatic protection is considered to be undesirable because it would
reduce the flexibility of the programme.

13. Denmark is not prepared to endow aid appropriations with non-lapsing authority.
It would run counter to established practice and create an undesirable precedent for
other ministries. Horeover, it could >Tell lead to the emergence of pipeline
problem.

Recycling of interest and amortizat~on

14. Return flows of interest and amortization on past development loans revert to
the Treasury. There is no need to alter this practice. Return flows of interest
are now negligible and scheduled to disappear with the current interest··free loan
policy. Meanwhile, since aid is planned net of amortization, return flows of
amortization are effectively recycled to the aid budget when the gross
appropriations are made.

Development tax

15. The official view is that a direct link between development assistance and the
question of taxation could have a negative impact on the necessary positive
attitude of the population towards development assistance. Further, officials
point out that, given that the provision of international aid is seen - or at least
promoted - as a social welfare obligation akin to that underlying domestic social
welfare provisions, it would be inconsistent to make a special case of aid.
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FINLAND

Annual appropriations, disbursements and commitments

1. The Finnish aid prograume is financed entirely from central government funds
appropriated annually by Parliament prior to the fiscal year (January to December).
Appropriations, which are voted for gross aid disbursements, are of two sorts:
estimate and transferable. ~ Estimate appropriations can be exceeded within certain
limits with the approval of the Ministry of Finance, and beyond those limits with
the approval of the Cabinet. (So far, however, the problem of Finland's aid budget
has been one of under spending rather than overspending.) Transferable
appropriations have to be used within hlO years after the budget year. The
development credits (or loans) appropriation is an estimate, and unspent portions
lapse at the end of the year. All other appropriations in the aid budget are
transferable appropriations and are effectively non-lapsing for three years.

2. The aid budget is divided into four heads (excluding that for adDlinistrative
expenditure): multilateral assistance, bilateral grant assistance, development
credits and humanitarian assistance, and, further, into subheads. The bilateral
grant assistance and development credits heads also include a plan of utilization
indicating appropriations for the three programme countries and aggregate
appropriations for other countries. Parliamentary approval is re~uired for
reallocation of funds between heads and subheads. Reallocation of funds within a
plan of utilization under a subhead or head can be approved by the Cabinet.

3. 'fuen approvinc the budget, Parliament also authorizes the Government to make
commitments for current year and two succeeding years. The authorization for
the latter two years covers only a part of the projected appropriations in the
follmring two years. It appears (from DAC sources) that the ceiling on authorized
grant commitments for the current fiscal year corresponds with last year's
appropriations and that for loans is generally above the current year;s
appropriation figures. Commitments and pledges to individual countries and
multilateral organizations are al'fays sUbject to Parliamentary approval.

!~. The carry-fonrard p!'ovisions for mUltilateral, humanitarian and bilateral zrant
aid have permitted the emergence of pipelines, due to disbursement delays. That for
multilateral aid is relatively small - currently just over 10 per cent of annual
appropriations for that head, vh1ile that for bilateral grant aid is just llnder a
~uarter and that for humanitarian assistance is roughly 16 per cent of respective
appropriations. These pipelines, however, are not taken into account when annual

~ These appropriation tyPp.s exist in the rest of the budget together with
fixed appropriations. Fixed appropriations lapse if unspent in the fiscal year and
can only be exceeded if Parliament approves a supplementary budget,
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budgets are prepared. Thus, although the pipelines lead to some loss in the real
value of the aid appropriated to recipients, they do not adversely affect the level
of subsequent appropriations.

5. There has also been some growth in the pipeline of committed but undisbursed
funds. This is especially marked in relation to loans (or development credits).
Loan commitments are made under individual loan agreements which usually involve
disbursement over a four-year period. This period may be extended by mutual
agreement. Thus, while appropriated loan funds lapse if not spent, commitments are
effectively rolled forward. Since the disbursement rate for loans has been
relatively poor (between 1970 and 1975 some 40 per cent of total appropriations
lapsed), ~ and commitments have been increasing, the commitments pipeline for
loans has grown considerably, amounting to twice the level of the 1975 loan
appropriations at the end of 1975. Clearly, time-lags between commitments and
disbursement effectively reduce the value of aid allocated (although some time-lag
is inevitable given that loan commitments cover a multiyear disbursement period).

Forward planning

6. The annual aid budget is planned in the context of a five-year rolling plan
for all budgetary appropriations. The aid budget rolling plan is prepared by the
Ministry of Foreign Affairs, "adjusted" by the !Iinistry of Finance and submitted
to Parliament together with the rest of the plan as an annex to the annual budget.
The plans are made in constant prices but are subject to annual revision and do not
in any way authorize ministries as to future expenditure.

7. Aid programming takes place in respect of three countries via three-year
rolling programmes revised annually. The aid totals for the second and third years
are indicative only, and made in current prices on the basis of Parliament's advance
commitment authorization (see para. 3 above). The planning figures given to
recipients are thus less than likely appropriations. The multiyear agreements
entered into with individual recipients are legally binding as far as they do not
exceed authorizations given by Parliament (and as far as this authorization can be
considered legally binding in international law). The allocation of funds to
different projects within the country programme can be changed during the annual
consultations between Finland and the recipient country. No special provisions
exist to allow for the effects of inflation on any forward commitments.

~ Although it improved (along with disbursements under other heads) in 1975
with lapsing funds accounting for 19 per cent appropriations.
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Multiyear pledging

8. This exists in respect of programme countries and, to a lesser extent, of other
bilateral and multilateral recipients. There is no evidence to suggest that
Finland proposes to change its current procedures.

Protecting the real value of aid appropriations

9. All projected appropriations in the five-year rolling plan are set in constant
prices. This device clearly provides no protection against cuts in the projected
appropriations, and without such protection inflation-proofing is of only limited
value. The Finnish authorities are, however, considering the possibility of
adopting a target date for achieving the 0.7 per cent ODA:GIlP ratio. If a tarc;et
date were adopted and aia. planning were changed accordingly (e.g., in line with the
other Nordic countries' procedures) so as to ensure meeting the target on time then
the real value of aid appropriations (and their gro,~h) would be assured.

Non-lapsing authoritJL

10. Grants can already be carried forward and while annual loan appropriations are
lapsing, committed loan funds may be disbursed over a four-year period. The latter
arrangement appears to provide sufficient flexibility but has led to the growth of
a significant pipeline of undisbursed commitments.

Recycling interest and amortization

11. The Finnish view is that adoption of this part of the resolution would not in
practice increase the funds avail~ble (of which, it might be added, there is
currently no shortage:). Moreover, Finland intends to phase out loans to the least
developed countries among her recipients and has also decided to allow these
countries to postpone repayments of principal on past loans until 1980.
Fifty-three per cent of Finland's total aid disbursements in 1975 went to least
developed countries, but it is not clear how far the above policy would reduce the
level of return flows. The latter amounted to :.:US 0.6 million in 1975, roughly
1 per cent of total disbursements, and consequently are not currently of major
significance 0
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FRANCE

Annual appropriation, commitments and disbursements

1. France's aid is financed largely out of budgetary funds, though the Caisse
centrale de cooperation economique (CCCE) also raises loans on the capital market.
Each ministry presents estimates of its budgetary requirements and the aid
appropriations for disbursement are voted annually by Parliament in the lois de
finance. France adheres strictly to the principle of annual budgeting, with the
result that each programme authorization voted by Parliament is legally binding for
one year. However, supplementary budgets, (lois rectificatives de finance) are not
unknown, and the rlinistry of Co-operation has obtained increases in its over-all
ceiling to cope 1fith excess expenditure on technical assistance in the last two
years. The impression given by aid officials was that multiyear pledging would only
be feasible if France had an annual target for the volume of aid disbursements. At
present, under the seventh Development Plan (1976-80), France intends to raise
its net aid disbursements to 0.7 per cent of GNP by 1980, though with the
qualification that it expects other industrialized countries to do likewise. Aid
represented 0.62 per cent of GNP in 1976, but there is no systematic plan to achieve
individual targets in the intervening years of the plan. In view of the current
budgetary crisis (French ODA represents a heavier burden on the budget than on the
balance of payments) and the poor economic situation, it now seems less likely that
the 0.7 per cent target will be achieved by 1980; it was moreover felt that it would
not be an appropriate time to introduce a form of general multiyear planning of aid
even of a non··legally binding nature.

2. However, precedents have been set in the adoption of multiyear plans for other
types of government expenditure under the seventh five-year plan. Under the loi de
programme, the 11inistry of Defence was allocated a rising annual proportion of the
national bUdget (16 per cent in 1977) for each of the five years of the plan, though
difficulties in implementing this multiyear arrangement are already being felt.
Similarly, the programme d'action prioritaire committed a global sum to export
promotion over the five-year period 1976-1980. The possibility of including overseas
aid in this latter arrangement (which involves a non-legally binding multiyear pledge
fixed in 1975 prices, not as a proportion of government spending) was considered
but rejected on the grounds that too many ministries and too many types of credit
were involved.

Multiyear pledging

3. Lack of enthusiasm for formal multiyear planning is echoed by aid officials.
Since a legally binding commitment is not possible beyond one year, given the strict
bUdgetary rules, moral and political commitments to individual recipient countries
are considered more suitable for long-term projects where each tranche is voted
annually within the individual ministry's budget, while recipient countries, in so
far as they are themselves in favour of the multiyear planning of aid inflows, can
normally count on the same volume of aid as the previous year as a minimum. ,1uch
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therefore depends on the long-term political relationship between the recipient
country and France. Most of the countries aided by the Ninistry for Co-,operation
negotiated long-term co-operation agreements circa 1961 on independence. These
agreements encompassed military, cultural and economic co-operation but 'lere of a
general nature not involving the stipulation of fugures relating to aid transfers.
At present these agreements are being renegotiated, the intention being to set up a
commission mixte for each recipient country within 'iliich the nature and extent of
France's medium-term interventions would be outlined. Such commissions mixtes are
already operating for 10 of the 26 countries in Question, but in the case of one
Hest African country, an early entrant into the scheme, the over-all aid figure
fixed for 1976-1977 had to be renegotiated owing to subsequent disagreements on
projects previously accepted by the commission mixte.

4. For countries outside the scope of the Ministry for Co-operation and the
Secretariat of State for the Overseas Departments and Territories (DOM/Torl), the
only facility for mUltiyear plannine is the moral commitment embodied in the annual
protocoles financier~ (loan aereements) drawn up vith the Treasury that the volume
available is not likely to diminish from year to year. There is hovever no means
of guaranteeing its rate of increase.

5. Finally the only part of French aid expenditure which can be said to be
multiyear planned is the share (albeit large - it was 47 per cent in 1975) of
technical assistance. This is largely due to the fact that contracts for technical
assistance personnel are usually of two years' duration and salaries are indexed
to compensate for inflation.

Preventin6 the erosion of the real value of aid

6. As indicated above, technical assistance expenditure is adjusted for inflation
on an individual basis by indexation of salaries. This can, however, mean that the
actual number of co-operation personnel provided diminishes in relation to the
planned level, while the budgetary appropriation for aid remains fixed. The other
alternative is to diminish the funds available for capital aid (in the case of the
budget of the Ministry of Co-operation). Mention has already been made of the
possibility of supplementary budgets to finance overspending, but the basic rule of
budgeting in current prices and on an annual basis applies to all French goverlnnent
expenditure. Estimates of expenditure on projects may include a 10 per cent margin
for inflation, but this seems rarely adeQuate, even on the faster disbursing
projects. Constant-price budgeting is not allowed under French budgetary rules.

Non-lapsing provisions

7. The annual programme authorizations mayor may not lapse according to which
ministry is in receipt of the credits. Broadly speaking, all aid allocated to the
Francophone 'mrld is endowed with non-lapsing authority while expenditures in other
countries are much more closely controlled. The bUdget of the Ministry for
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Co-operation is voted to the credit of the Fonds d'Aide et de Cooperation (FAC),
and once here it remains available until disbursed. Technical assistance
commitments are automatically disbursed within the year, while for committed
project aid there is an automatic carry-forward from one year to the next. In the
past, even non-committed budgetary funds were allowed to remain in the FAC without
lapsing for three or four years, but in the present budgetary situation this is
unlikely to be the case. Similar rules relating to non-lapsing apply to the budget
of the DaM/TOM Secretariat of State, and any other loans which CCCE makes on its
own behalf (mainly to the Ivory Coast, Gabon, Senegal and the United Republic of
Cameroon) are outside the scope of legislative control. In the case of grants and
loans to the rest of the 1wrld, however, only one tenth of the credits voted in the
annual bUdget can be carried forward (for one year only) in the case of technical
coo-operation. Any undisbursed residue must return to the Treasury. Capital aid
(usually in the for~ of Treasury loans) is divided up into annual payment credits
which, if undisbursed after a year, lapse and return to the Treasury. Thus the
countries which France considers to be outside her specific political and cultural
sphere of influence seem to be much more harshly treated on this count.

Recycling of loan backflows

8. A large proportion of French aid is given in the form of graats, therefore the
setting up of a special fund to rechannel return flows from loans was not considered
to be particularly useful. It would moreover conflict with the rule that government
receipts return to the general government budget and cannot be earmarked for
specific purposes. Virtually all the credits disbursed by the FAC are in the form
of grants: loans represent only 1 per cent of the total. Amortization and interest
payments on loans from the Treasury (Which are voted gross) return to the Ministry
of Finance as do return flows on development loans from other ministries. Only
where CCCE intervenes to make loans on its own account from money raised on the
capital markets (usually in Germany, Switzerland and France) with a treasury
guarantee do the backflows remain in CCCE to be used as funds for new investment.

9. Though there is no provision for a special fund for recycling the backflows on
government loans, it was pointed out that since the volume of new loans plus the
costs of debt reschedUling far exceeds government income from interest and
amortization payments on past loans, the French Government considered that, in
practice, such receipts were recycled to development assistance, though there could
be no special provision for assuring that they were supplementary to the ceiling
voted in Parliament for the aid bUdget, or to the ceiling imposed by the Ministry of
Finance on government lending.

Development tax

10. Owing to the principle on non-affectation of government receipts, the idea of
a development tax to finance aid expenditure was not regarded favourably.
Parabudgetary taxes require special legislation to permit their use for a specific
purpose. Though a few precedents exist - for instance, the annual tax on television
owners is used to finance the operations of the broadcasting authority - it was not
considered likely that Parliament would approve such a procedure for development aid.
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GERtjJU~Y, FEDBRAL REPUBLIC OF

Annual appropriations, cOillRitments and disbursements

1. Each year, requests for expenditure to be made in the following year are
presented to the Federal Parliament in the Federal Ministry for Economic
Co-operation (BMZ) aid budget, Einzelplan 23. In practice, however, there are t,m
aid budgets, since Parliroaent authorizes not only annual cash disbursements but
also votes fresh commitments each year for expenditure in the next four years. In
some cases, Parliamentary commitments authorizations even stipulate the years '~len

disburseRents can be made. Both budgets are legally binding and thus there is a
very close connexion between annual cash appropriations voted by Parliament and the
level of commitments previously approved for disbursement in that year. All cash
appropriations are based on previous commitment authorization, with the exception
of emergency relief aid and some ilultilateral pa:\'Illents. A disadvantage of the
system is that any multiyear commitment appears in its totality in that year's
cOillflitment budget, even though its disbursement may not begin until later.
Furthermore, because of the double limitation on expenditure, disbursements in a
given year cannot effectively be raised above a level which exceeds the
co~mitments authorization voted in the past. \Vhere the level of commitments
authorizations is adequate, however, supplementary budgets to raise the level of
cash appropriations to meet current year obligations Can be introduced, as was the
case in 1975.

2. Planning for cash payment authorizations is undertaken by the BllZ in a
medium-term plan covering a four-year period and rolling forward each year. The
over-all volume of aid within the multiyear plan is projected to follow the expected
increase in GNP, though the recent spending curbs, introduced in order to reduce
the growing deficit in the Federal budget have seriously affected the medium-term
plan. Forward planning with Parliament approval is, however, possible to the
extent that authorized cOillrlitments to specific types of aid are legally binding.

3. Although Germany has an extensive system of country-programming for its aid,
in particular with its 20 countries of concentration, the strict budgetary rules
referred to above mean that a firm cotunitment on aid volume can only be made for
the first year of a country programme. Some major recipients (notably India) have
exceptionally received firm commitments for the first two years of their programme,
bnt BtlZ is reluctant to extend this practice since the sums committed for both
years have to be voted in the annual commitments budget, thus in practice reducing
the amount available for other country programmes. Recipient countries are
usually given to believe that they can expect at least an equal aJ"ount of aid (in
nominal terms) in future years, but future volQme indications of a more precise
nature cannot be given, even though planning totals for the four years of the
multiyear programme are calculated for internal purposes.
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Multiyear pledging

4. Subjected to a strict annual budgeting of both commitments and cash
disbursements, the German Government cannot pledge its aid beyond the coming
financial year. All estimates of public expenditure appear within a four-year
rolling plan, revised annually, and the BI1Z establishes a medium-term plan for its
aid programme on the basis of this, but both plans are sUbject to substantial
alteration (as occurred in 1976) and firm guarantees on totals can only be given
for the coming year. For individual country recipients with which the German
Government has established general advance agreements, the over-all volume of aid
can be committed firmly only for the first year. In view of the need for
Parliamentary authorization the German Government is unwilling to give indications
of aid volume beyond the first year, though a few exceptions for major recipients
have been made.

Protecting the real value of aid against ercsion

5. Budgeting in constant prices is contary to German budgetary practice, though
de facto adjustments in the over-all volume of aid are made as the rolling plan
comes up for renewal each year. Disbursements are nevertheless dependent on
previously authorized co~mitments, the value of which might have been eroded by
inflation in the case of slow-maturing projects. The BMZ's share of the Federal
budget is indicated for four years in advance within the context of the rolling
plan for public expenditure. Monetary totals are derived from the share allocated
to Einzelplan 23. But these indications of shares are SUbject to alteration by
the Cabinet. Thus, in 1976, when the BMZ share was reduced frcm 2.3 per cent to
1.9 per cent, there occurred a 13.2 per cent decrease in BMZ budget in nominal
terms, and a further decrease in real terms. Disbursements to individual
recipients can only be adjusted on an ad hoc basis to compensate for increased
costs to the extent that items in the- cash appropriations budget are not exceeded.

Non-lapsing authority

6. Unused cash appropriations voted in the Federal budget normally lapse at the
end of the financial year. Although they may be carried forward for one further
year under special provisions, the amount carried forward has to be included in
the following year's total for cash appropriations when Parliamentary approval
is sought, so in aggregate there is no benefit from the non--lapsing provisions
which can be applied.

Recycling loan backflows

7. Since 1971, Germany has maintained a revolving fund for amortization payments
on development loans (Tilgungsverrechnungskonto). All. return flows of
amortization are held by the Kreditanstalt fur Wiederaufbau where they are used
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to finance new loans. The fund currently accounts for around 10 per cent of total
German capital aid. At present, repayments of interest return to the Federal
budget. The BMZ considered the possibility of recycling these backflows directly
into the aid programme but judges that opposition from the Finance Ministry (rather
than from Parliament) would effectively prevent such an initiative at present.

Development tax

8. A special Federal tax to finance the German aid programme would be acceptable
neither to the Government nor to the major parties, particularly in view of the
substantial tax reforms introduced in 1976, the concern about the budgetary
deficit, and the general lack of interest shown by the German public for
development issues. Voluntary contributions to non-government organizations
active in the aid field (particularly the churches) are considered a more suitable
means of raising the individual's level of involvement with the developing world.

/ ...



A/32/149
English
Annex
Page 22

ITALY

Annual appropriations and forward planning

1. Parliament does not exercise over-all control over aid volume as a whole~

since bilateral loans are financed by credit institutions whose assets are all
privately owned. A separate appropriation of funds to cover interest subsidies is
voted by Parliament to cover disbursements over a multiyear period (currently for
the period 1916-1980). Appropriations for contributions to multilateral
organizations are voted separately, and a further separate vote provides
appropriations for bilateral grants. Since 1911, technical assistance expenditure
has been the subject at' a special law covering a five-year period. Appropriations
were voted in 1911 for disbursements in individual years of the programme, and
supplementary financing was made available to extend the programme to 1916. A
new draft law on technical co-operation to cover annual disbursements for the
period 1911-1980 is scheduled for approval by Parliament in 1911.

2. In recent years, multilateral contributions and the technical co-operation
programme have been the main elements of Italian net ODA flows. Although
appropriations for interest subsidies for bilateral loans have been made it is not
expected that any new bilateral development loans will be made before 1918 in view
of the unfavourable situation on the private capital market. It is for this
reason that the system of multiyear planning adopted for technical co-operation
could serve as a model for a law to co-ordinate financial aid, which does not
currently benefit from any systematic forward planning. Despite both inflation
and the fall in value of the lire, budgetary appropriations made in 1911 for the
five-year technical co-operation programme were adequate to ensure growth in
real terms. The new draft law provides for total expenditure of $184 million for
the period 1911-1980 with increasing annual nominal figures for disbursement in
each year of the programme. Recipient countries which are in a position to
reimburse some of the costs of the programme will be expected to do so under the
new law, and such revenues will be recycled to ensure that the new programme
continues to expand.

Multiyear pl~dging

3. The only part of the Italian aid programme which can be said to be mUltiyear
planned is the technical co-operation programme. Commitments to individual
recipient countries can be undertaken within the limits set by the annual
disbursement allocations fixed under the programme. Budgetary allocations for
interest subsidies are voted in advance, but it is not clear what happens to these
when (as is currently the case) finance from the capital market for development
loans is not forthcoming. Multilateral commitments often suffer from delays in
obtaining Parliamentary approval) and consequently are often paid in arrears.
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M.":i!1taining the _real value of aid appropriations

4. Disbursements under the technical co-operation programme are fixed in lire
at current prices, but allowances for increased costs in the future years of the
programme are made when framing the law. The rest of the Italian aid programme
seems to be underta~en on an ad hoc year-to-year basis, is heavily dependent on
the state of the capital market and Italy's own balance-of-payments situation, and
is consequently not protected against inflationary erosion. Moreover, Italy
employs no mechanism to ensure that annual aid appropriations follow the trend in
GUP.

Non-~apsing authority

5. From the limited information available, it appears that budgetary
appropriations lapse if they are not disbursed in the financial year for which they
are voted. The financial year runs from January to December.

Recycling of loan backflows

6. The Italian Government does not make bilateral development loans on its own
account, offering only interest subsidies which are paid out of the grant aid
budget, plus its guarantee. Repayments of interest and principal therefore revert
to the credit institutions which provided the loan. Since 1975, however, Italy
has been requesting the richer developing countries to reimburse some of the
costs of the technical co-operation programme, previously provided as grants. Such
contributions will form a revolving fund to be used solely for the technical
co·,.operation programme.
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JAPAN

1. In Japan, the principal sources of financing for the aid budget are the
reb~lar appropriations from the Parliament which finances mainly grants and
multilateral contributions, and special cost,~bearing funds which consist largely
of pension and postal funds. \~ile precise figures are not available, it appears
that as much as 50 per cent of Overseas Economic Corporation Fund (OECF) funds
originate from the trust funds, while the remaining 50 per cent is accounted for
by Parliamentary appropriations.

2. With respect to loan projects, disbursements take place on the basis of annual
Parliamentary authority which ensures that once project implementation commences a
fairly precise profile of disbursements can be anticipated. ,llien underspending
takes place, it is not generally possible to switch resources to other projects
or areas. ~,ing to the stringent conditions which exist as regards disbursement
procedures, Japan tends to experience a ratio of annual disbursements to total
commitments of about 18 per cent. An expansion in aid programmes will have to come
either via significant changes in the policies and procedures regarding
disbursements or a significant expansion in the commitments base.

3. Budgetary procedures in Japan require all expenditures to be authorized on an
annual basis. Although it is not possible to undertake legally binding commitments
for aid for a period exceeding one year, multiyear commitments may be undertaken
since the Parliament in practice honours the commitments undertaken by the
Government. In this regard, the budgetary policies and practices with respect
to external aid are consistent with procedures adopted for domestic expenditures.

4. Although formal country programming, encompassing advance pledging of aid to
recipients, is not undertaken in Japan, the aid institutions do undertake a broad
economic analysis of each major recipient, together with an assessment of the
recipient's capital requirements over a longer term period. This analysis does not,
however, form a basis for multiyear pledging of assistance. However, as Japan's
aid programme expands and the administration of aid is centralized, systematic
country programming and multiyear pledging is expected to become a feature of the
aid programme.

Non-lapsing provisions

5. In Japan, undisbursed aid funds that are voted by Parliament nay be carried
forward from the current budget to the next year. Up to 50 per cent of the aid
budget resources come from special trust funds such as the postal and pension funds,
which are made available to the Japanese aid institutions for undertaking
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commitments. If such commitments with regard to the ceiling provided by the
special funds are not entered into in a given year, the funds in effect lapse and
revert back to the special trust funds. Since commitments to the full extent of
the available budgetary authority are not entered into, in practice lapsing does
not pose a serious problem.

Interest and,amortization receipts

6. Reverse flows on account of amortization payments, together with government
subscription and borrowings from the Trust Fund Bureau constitute the funds of
the Exim Bank and OECF and becomes available for new lending. Interest receipts
on past loans by the Exim Bank may be used to meet a part of the bank's operating
costs.

Maintaining the real value of disbursements

7. The Japanese budget is voted and appropriated on the basis of current prices
as is the rest of the domestic budget. In times of rapid inflation, therefore,
there is frequently the danger that the real value of coramitments in the pipeline
may erode substantially. The aid budgeting procedures do not contain provisions
to meet contingencies such as cost overruns in a systematic way. As regards
individual projects, funds are made available on an ad hoc basis to counteract
the effects of cost overruns. Occasionally, as a result of the revaluation of
yen, it is also possible to allocate the extra resources available for purposes
of mitigating problems of cost overruns but this remains a rather small and
insignificant sum.

Development tax

8. This proposal is not viewed favourably by Japanese aid officials principally
because it is not likely to find much political support in the Parliament.
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llETHERLANDS

1. The annual budget for development co··operation is presented to Parliament by
the Minister for Co-operation and voted by the Lower House in September. It is
broken down into ODA it~as and non-ODA items, the latter including information
activities within the Netherlands, subsidies for interest payments on the loan
programme, structural adjustment within the Netherlands and the reception of
immigrants. The Government declared on taking office in 1973 that, irrespective
of any economies that might prove necessary in the government budget, the gross
amount allocated to development co-operation (i.e. in both parts of the budget)
would reach 1.5 per cent of net national income at factor cost in 1976. This
share, representing commitments and corresponding to 1.22 per cent of GNP at
market prices, was reached in 1976 and it is the intention of the Government's
mUltiyear plan for expenditure to maintain this level until 1980. All political
parties are committed to maintaining a high level of aid in future years; all are
agreed that the 1.5 per cent of GNP figure should be regarded as a minimum for the
beginning of the next decade, while the two progressive parties favour a new
target of 2 per cent. This seems to reflect the substantial support for and
awareness of development questions on the part of the general public in the
lletherlands.

2. Within this target for gross cmmnitments relating to all development
co-operation activities, the level of net disbursements of ODA reached 0.75 per cent
of GNP in 1975 (meeting the United Nations target for the first time) and
0.8 per cent in 1976. It is planned to increase the share of ODA disbursements by
0.05 per cent of GNP per year over the next four years, arriving at 1.02 per cent
of GNP for net ODA disbursements in 1980. The Netherlands authorities plan to
achieve this latter target by (a) a progressive reduction of the proportion of
non·-ODA items in the aid budget; (b) a shift from commitments budGeting to
disburSelJent buQgeting; and (c) drawing-down of the sizeable amount of aid in the
pipeline.

3. In the past, the method of fixing a nominal figure for the areount of aid to
be committed in advance in a multiyear progr~mme for aid and deriving the aid:GNP
ratio from this meant that the real value of this aid was subject to erosion by
inflation. Since 1975, the budget figure for aid has been fixed as a ratio to
net national income so that the real value of the aid ceiling is not affected by
inflation. (Itis however, adversely affected by unexpectedly slow rates of growth
of national income.) Aid programming can still proceed with nominal indicative
figures, but these now form a financial statement outside the budget accounts
proper. Flexibility is allowed to the extent that overexpenditure on any budget
items relating to development aid can be made as long as the over-all aid ceiling
is not exceeded. In response to the United Nations Secretary-General's appeal for
aiQ for the most seriously affected developing countries in 1974, a supplementary
budget was approved, though this was an exceptional occurrence.
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Multiyear pled~iEl<

4. tiultiyear plannjng of aid is now done within a four-year rolling programme, in
the light of the annual share of aid: net national income pledged by the Government.
It is adjusted annually so that each year a further year is added to the planning
period. It is also adjustable within the budget year to permit disbursements to be
made according to changing priorities, in particular to channel funds into direct
aid ~I and into disaster relief operations. New commitments of bilateral aid are
now made for the first year only. In the past, technical assistance pledges were
made to target countries for the whole period of the multiyear plan, while
financial aid was pledged firmly for the first year, with the undertaking that the
recipient could expect at least the same nominal aLnount in the following years.
'TIlis strict planning procedure (which resulted in a rapidly increasing pipeline of
undisbursed cOllJmitments) has now been sacrificed in favour of increased flexibility
within the aid plan. Horeover the shift to disbursement budgeting is being made in
anticipation of the new Accounting Law (90m~abiliteitswet) which is expected to
come into force in July 1977. It will require all government departments to budget
on the basis of expected annual cash disbursements. Under the old law, all
com~itments had to be voted in the annual bUdget presented by the Minister for
Development Co"operation even though they ",ere intended for disbursement over
several years. With the non-lapsing authority which the Dutch Government accords
to its aid appropriations (as it does also to military and sea reclamation
expenditures) this meant that the pipeline (Stuwmeer) of undisbursed cO~Lmitments

became very large. Until 1973, fUnds in the pipeline consistently exceeded the
annual budgetary appropriations for aid. By 1976, it had decreased in relative
terms (though its size had increased in nominal terms) to 57 per cent of the
annual aid ceiling.

5. Although still in a transition stage, the move towards budceting on a cash
disbursements basis is a means of providing a closer link between the annual aid
budget and the multiyear rolling-aid programme. Dutch procedure is thus
characterized by a firm undertaking to make available a given vol~e of aid in
future years. 1bis volume is derived as a share of national income and not vice
versa. Individual categories of aid expenditure are dra,nn up within a rolling
four-year plan, but the tendency is to increase the amount of flexibility within
this plan. Thus, while the Netherlands Government is firmly committed to providing
developing countries as a whole with firm indications of its aid flows in future
years, it is now less inclined to provide individual recipients with multiyear
plans for its aid expenditures, preferring to increase or decrease disbursements
according to the performance of the recipient country and the need to divert
budgeted funds to emergency situations.

Freventin~_the erosion of the real value of aid

6. The Netherlands authorities have successfully overcome the problem of
inflationary erosion of the aid ceiling by fixing the value of the ceiling as a

el Broadly defined as aid to the poorest countries and population groups which
are affected by permanent or semi-permanent emergency situations other than short­
term natural disasters.
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proportion of national income for the years up to 1980 and deriving the nominal
figure from the aid/net national income or aid/GNP ratio. The problem remains to
mesh the financial planning figures (for development co-operation as a whole and
for the ODA disbursements component) with the annual planned ratio, and this is
being achieved through increased flexibility with regard to adjustments between
faster and slower disbursin0 budget items and through the introduction of aid
budgeting within the mUltiyear programme on the basis of expected cash disbursements.
The Dutch Government is however conscious that repayments of interest and principal
on loans fixed in Dutch guilders - a currency which has appreciated in recent
years against most major currencies inclUding the United States dollar - might
impose an excessive burden on developing countries whose export trade is conducted
principally in 'reaker currencies. I~ has therefore proposed to one major recipient
of its development loans that~ while the loans would continue to be expressed in
guilders, their value in terms of special drawing rights (SDRs) would be estBblished,
and any appreciation of the guilder in relation to the SDR which has occurred by
the time interest and amortization payments are due would be used as an index to
deflate the repayments. This would mean that the Netherlands would receive a
smaller a,nount in guilders than the debt owed by the developing country, and a
further provision would be made that, in the event of the guilder depreciating
against the SDR) no adjustment need be made. Though no formal aGreement on this
procedure has yet been reached, it seems to be an interesting initiative which
some other donors benefiting frclU strong currencies Itlight 1"rish to consider.

7. Traditionally, ai~ appropriations like those for domestic expenditure on
defence and sea reclamation are automatically endowed with non-lapsing authority
once voted by Parliar1ent. Under the new Goverr.mlent Accounts Law, however, the
Minister for Development Co-operation has to indicate which parts of his budget
are non'lapsins. Unspent appropriations which do not fall into this category will
require special approval by Parliament if they are to be carried forward. Aid
officials ,",id not, ho;rever, expect that there would be any losses under the new
accounting systerl, particularly as the aid budget would be dra"n up increasingly on
a disbursement basis. Moreover, although it is the intention of ParliGment to
reduce the size of the pipeline of undisbursed aid commitments (standing at an
estimated D.Fl. 1,654 million in 1976) there is no insistence that this sum should,
be all spent within one year, nor that the unspent portion should lapse, An
example of a project comraitment in the pipeline is a D.Fl. 25 million migration
project for Indonesia which was committed three years ago and is expected to start
disbursing only in 1978.

~ecycling of loan backflm,-"-

8. Since 1975, the Netherlands has adopted a system of making lcans on terms
corresponding to the economic situation and development prospects of the recipient
country, as assessed by the Netherlands authorities, there being five categories of
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terms in addition to grants. Although the Government has considered the possibility
of setting up a revolving fund for return flows on past development loans, no
action has been taken because it feels that the funds voted by Parliament for
development co--operation are adequate and the requests of the Minister are rarely
disputed. Parliament would look with a more critical eye on a system which
automatically rechannelled funds to a particular activity. Thus the situation
will remain as it is at present, return flows on government loans reverting to
the Treasury and being used as general revenue~

Development tax

9. The high level of aid and the ease with which budgetary appropriations for aid
are ~ade is also a reason why a special development tax is considered unnecessary
in the Netherlands. It is also undesirable in view of the unfortunate experience
the Government has had recently in collecting revenue from a special tax it
imposed to cover payments to the Kalkom fast breeder nuclear reactor project. So
nJaJIY tax payers obj ected to this special tax on conscientious grounds that a
further special tax had to be devised for the objectors. Although aid issues
receive very favourable treatment by the general public in the Netherlands, a
similar reaction to a development tax could not be ruled out, and the Government
therefore prefers to continue to finance its aid budget out of general taxation.
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NEl'1 ZEALAND

Annual appropriations, disbursements and commitments

1. The aid programme is financed entirely from central government funds
appropriated annually by Parliament. Appropriations are for gross disbursements.
Return flows of interest and amortization are channelled directly into consolidated
revenue and are not taken into account in the determination of annual
appropriations (but given the terms of New Zealand's aid, these flows are
negligible in relation to total aid). Appropriations lapse if not spent during
the relevant fiscal year, and there is no provision for supplementary
appropr iations.

2. Disbursements have been maintained in line with appropriations so that
lapsing has not resulted in a loss of funds to the budget. Indeed in the last two
years, there has been some overexpenditure of the aid allocation due to
"unexpected overruns". This disbursement performance has been assisted by an
over-commitment policy in relation to bilateral aid whereby the Ministry of
Foreign Affairs has been allowed to enter into commitments of (now) 130 per cent
of expected cash disbursements in the context of the Forward Aid Programme
(see below).

3. Formal aid commitments by the Government are constrained by the fact that
appropriations for expenditure are made anually by Parliament. However, the
Government is able to enter into formal commitments in covering future financial
years for individual bilateral projects and multilateral contributions provided
that they can be covered by resources expected - on a conservative estirrate - to be
available in future years. No automatic provision exists for offsetting the
effect of inflation on past commitments but the latter are regularly reviewed and ­
depending on the priorities of developing partners - adjustments can be made within
their respective country allocations.

Future aid

4. Aggregate aid appropriations are determined annually in the context of
circumstances at the time and - as with other central government appropriations ­
no planning figures are advanced for total aid appropriations in future years:
progress towards the 0.7 per cent target is thus an ad hoc affair.

5. Multilateral aid is not subject to any forward planning except in so far as
certain commitments are made on a multiyear basis. Bilateral aid, however, is
planned in the context of three-year rolling programme: the Forward Aid nrogramme
(FAP). Planning figures for the periOd are adopted for bilateral capital and
technical assistance to each of New Zealand's aid partners. These figures form the
basis for three-year country aid programmes drawn up in consultation with
individual recipients and, in principle, endorsed by government ministers prior to
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implementation. The figures for the second and third years are set in current
prices and are indicative only. None the less, it is believed that the existence
of FAP may help to protect the bilateral component of the programme when public
spending cuts are made.

Multiyear pledging

6. The FAP system, although not involving a formal commitment, is designed to
assist New Zealand's aid partners to plan the use of aid resources over a
three-year period. Clearly, the partial nature of the system, in the absence of
plan figures for total aid, could result in multilateral aid flows bearing the
brunt of any curtailment in total aid appropriations.

Maintaining the real value of aid appropriations

7. Government officials' comment on this point is that "New Zealand remains
firmly committed to the 0.7 per cent target but the rate at which it moves towards
the target will inevitably be determined by its own economic situation". There is
thus no provision to protect total aid appropriations from the effects of domestic
inflation.

Non-lapsing provisions

8. It is held that such provisions are not required as allocations have been
fully disbursed.

Recycling return flows to the aid budget

9. This is not envisaged. In the light of New Zealand's predominantly grant
aid programme, it is also arguable that it is an issue of very minor importance.
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NORWAY

Annual appropriations, disbursements and commitments

1. Disbursements under Norway's aid programme are financed entirely from central
government funds appropriated annually by Parliament. The aggregate appropriation
figure for a given fiscal year (January to December) is worked out early in the
preceding year on the basis of the ODA:GNP target ration for that year contained in
the rolling four year aid programme. The target ODA figure is for gross aid (but
return flows of interest and amortization are currently negligible) and includes
expenditure on aid administration, public information and support for development
research. The latter is currently less than 3 per cent of total aid appropriations.
The GNP estimate for the coming fiscal year is made at estimated current prices for
that year, as is the appropriations figure derived from the estimate. Estimates
for actual appropriations in the three succeeding years are also w~de in terms of
the prices for the coming fiscal year. No adjustments are made to the total
appropriations for a given year once they have been voted (just before the start of
the fiscal year), but it is held that any discrepancy arising between the target
and the actual ODA:GNP ratio tends to be negligible.

2. The annual budget is voted in some detail. Appropriations are made for
individual programme countries (see below), multi-bi projects f/ and individual
multilateral organizations and for individual projects in non-programme countries.
Budgetary flexibility is provided by the existence of a budgetary reserve item in
the aid vote; by the possibility of amendments to the budget when it is voted (to
take account of changes occurring during the interval between its preparation and
its presentation); and by the possibility of supplementary appropriations (usually
two) during the fiscal year. The latter provide an opportunity for expenditure on
new projects to be approved and for funds to be reallocated between budget items.
The Ministry of Foreign Affairs has authority to reallocate funds within a given
country programme.

3. Appropriations for multilateral aid lapse if not disbursed during the fiscal
year, but appropriations for bilateral aid and for multi-bi projects can be carried
forward for two years. Given the relative ease of multilateral aid disbursement
and the existence of the budgetary reserve item, aid funds are effectively
non-lapsing. Norway has had some problems in disbursing its aid but these are
attributable more to the rapid growth of the programme combined with only a limited
growth in the numbers of aid personnel than to the relative lack of spending
pressure resulting from the provisions on lapsing. The pipeline of undisbursed
funds which represented about one third of the 1973 budget at the end of that year
has now been reduced to around 10 to 15 per cent of the budget in any fiscal year.
This achievement is due partly to changes in the budgetary system involving some

!I Projects undertaken by multilateral organizations with direct financial
support from Norway.
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delegation of Parliamentary authority but mainly to changes in aid composition and
aid management. In particular, the streamlining of the country-programming
approach and increased flexibility as to the use of aid - for instance, for
budgetary and programme support, for local and recurrent costs - has helped to
reduce the pipeline problem.

4. There has been some concern, voiced by DAC, inter alia, that Norway's current
disbursement rate, achieved with only modest increases in administrative staff, may
be at the expense of aid effectiveness. The Norwegians, whose aid programme in
respect of its volume, composition and geographical allocation provides a model for
most DAC countries, are not so concerned. Officials note that the disbursement
problems met by other donors are not unrelated to the restrictions they place on
aid use. And the point made by the Government in relation to budgetary support in
its recent report to Parliament deserves consideration by other donors:

"It is the Government's view that, having assessed a country's general economic
position and its policies, it cannot permit the desirability for detailed
supervision and control to act as a hindrance to development ...
extensive control activities will require a relatively substantial effort by
the donor country and not least by the recipient country both as regards
personnel and money, quite apart from the fact that such control measures may
have a delaying effect. It is therefore always necessary to consider whether
such control measures are in reasonable proportion to the desired results. 11 f!J

5. Paliamentary approval is theoretically required for any commitment involving
expenditure from central government funds in future ~ears. This approval is not
always sought nor is it always required since considerable authority has been
delegated to government and to the Ministry of Foreign Affairs specifically for
individual project agreements. Where approval is required it is customary to go
ahead with the agreements but to insert a clause "subject to Parliamentary
approval".

Future aid planning

6. The aid programme is planned in the context of a four year rolling programme,
which provides indicative figures at constant prices for total aid appropriations
in the three years following the current fiscal year and target ODA/GNP ratios for
those years. There is a firm political commitment to the targets, and especially
to the 1 per cent target. Consequently, provided Norway's economy remains healthy,
the growth in real terms of future aid appropriations is assured.

7. ~fultiyear pledging to individual recipients (as opposed to specific projects)
effectively takes place in relation to the seven programme country recipients and

£1 Norway's economic relations with developing countries, Report to the
Storting no, 94 (1974-75), NORAD, p. 43.
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to one of two other countries afforded special treatment - hi although not as a
legally-binding commitment. Programme and iispecial case" countries are provided
each year with indicative figures for the rolling plan period. On the basis of
these, a detailed programme is put forward, appraised by the Norwegian Agency for
International Development (NORAD) and approved by the Ministry of Finance. An
agreement is then negotiated between Norway and the recipient covering aid
disbursements for the period. Plan figures for the last three years are indicative
only and expressed in current prices, but the recipients can treat these figures as
a minimum for their future aid receipts and can expect actual aid to increase in
real terms. There are specific provisions for underspending within the country
whereby - usually - the residual unspent allocation for any year goes to the local
Development Bank (either for· specific approved projects or - as in the United
Republic of Tanzania now - under a general agreement relating to the use of such
funds). Funds for planned expenditure on agreed projects or programmes which are
diverted in this way are not permanently lost since they can be made up in
sUbsequent years.

/.1ultiyear pledgin/l:

8. As indicated above, Norway effectively iipledges" most of its bilateral aid.
The extension of this country programming system is limited by Norway's policy of
geographical concentration on countries whose policies are developmentally oriented
and consistent with social justice. This policy reflects Norway's own
administrative constraint and its desire to use its aid to the greatest effect.
There are currently plans to extend the country programming approach to two other
countries. Further extensions are unlikely and, quite apart from Norwegian policy,
would be inappropriate in some cases given the deficiences in certain recipients'
planning.

~mintaining the real value of aid appropriations

9. The growth in the real value of aid is ensured by the political commitment to
and public support for the ODA:GNP targets in the context of the rolling programme.
No need is seen for adjustments to appropriations during the fiscal year since good
estimates result in appropriations very nearly on target in any case. With a
rapidly growing programme, moreover, there is little case for fine adjustments of
this sort. Individual programmes and projects are similarly protected from the
impact of rising costs and no need is seen for any automatic indexation.

hi For example, the Socialist Republic of Viet Nam which has received
reconstruction aid from Norway.
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Non-lapsing provisions

10. Bilateral ana mUlti-bi aid is effectively non-lapsing as a result of current
budgetary procedures. Multilateral aid is lapsing but this creates no problems for
those disbursing such aid.

Recycling of interest and amortization

11. Interest and amortization on past development loans are paid into Treasury
funds but such flows are negligible (eQual to 0.3 per cent gross disbursements in
1975) and no advantage is currently seen in adopting measures to recycle them into
the aid programme. As Norway develops its loan aid programme, however, the
treatment of such flows will reQuire consideration.

Development tax

12. Norway is against the levying of a separate tax to finance its aid programme,
chiefly on the grounds that it would be counter-productive to do so, having an
adverse impact on public support for the programme. Indeed, Nor,~y has only
recently abolished its own development tax - a separately specified tax levied
directly _. which financed most of its programme between 1964 and 1974.
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SI'EDEN

Annual aid apnropriations, disbursements and co~~itments

1. Apart from IBRD canital subscriptions made sporadically by the Central
Bank, if all Sweden's d~velopment as~istance is financed by annual Parliamentary
appropriations from central government funds. The gross appropriations figure
for a given fiscal year is now deter~mined in accordance with the 1 per cent
ODA:GI!P budget. Tbe ODA target figure is defined as aid appronriations for
expected disbursements net of ~ortization and interest on past aid. (Actual
return flows of ~ortization and interest are paid directly into central
government funds.) Tbe target figure includes charges for the ac~inistration

of the progra~~e and associated domestic expenditures (e.g. on pUblic information)
"hich accounted for 2.7 per cent of the 1976-1977 apPropriation. The GNP base for
the target is the estimated GNP for the calendar year in ,'hich the appropriation
is to be made ~I (i.e. 1977 for the fiscal year July-June 1977/78).
Appropriations-are made before the start of the fiscal year (and budget proposals
are put to Parliament some six months before 1 July). No provision exists,
however, for any adjustment to the annual appropriations tm;ards the end of the
fiscal year so as to ensure that the ODA target is actually reached.

2. The aid pro~ramme budget is divided into three heads: multilateral aid;
bilateral aid; and ad~inistration, information, recruitment, etc. Fach head is
subdivided, providing allocations of aid to the main multilateral organizations
and the more important bilateral recipients and aid for specific purposes, e.g.
emergency aid, humanitarian a.id, international food aid. These allocations are
proposed by the Government, the budeet h8.ving been prepared by the Swed.ish
International DeveLopment Agency (SIDA) and the Office for International
Development Co-operation in consultation with other ministries. They are
scrutinized by a Parliamentary Standing Committee before beine; debated and voted
upon in Parliament, and generally the Standing Committee introduces some changes ­
usually small - to the Government's proposals.

3. Once voted, the aid appropriA.tions are non-1apsin:c. It is of interest to note
that this authority is not peculiar to aid appropriations but shared by a
significant proportion of other budgetary appropriations. lllii1e appropriations are
for expected disbursements in the fiscal year, actual disbursements have failed to
match appropriations in the recent past with the result that a pipeline of
undisbursed funds has accumulated. At the end of 1974-1975, it was equivalent to
six months' appropriations but has since diminishea - at least in relative terms ­
as the disbursement rate has improved and total appropriations have increased.
The pi~eline is of undisbursed bilateral aid: multilateral aid disbursements pose

if Not included in aid planning.

jJ Fiscal year GNP estimates a,re not available from the r1inistry of Finance.
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nei tll,er the ''}OVE:: "r:T e::.rt ::lor .·Cf:,rJ.isnent :-12,'11"8 as YGt ~~n!101.mcec'. ,=lPV cODr:i tEient to ;:;0
teyo::,.c::' th::; 1 :e,er CEL.t t8,rr:e~: r f5../

~.,/ =t :~,'~.'r be '10;.-;i:;"ler~ that the ::PJ:.rit of Fcrc'.ic cOr'l!Jetition 1'7:;"11 le;'3..'.,[,
E>:,'edr;n tc; er',l11Pc'~e Tor,:!c'.::' s e':'=8rr~:?le despite the C.iffere:sces bet'-reeD. their
respective eco~oTIic conditio~s and pros~ects.

/ ...
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r;',;-::>.~,'" he-ve re,::,.cbed a ~i:JJ'l,te(lU in G,1:::p
te, be ex')el::-t::::-t. 'Tive~l co::,~tinu2r~ rf.-;,gl

CGur:-.t:rics
CCl::.ceT(•. C':'r} 1;; t>.e cOlmt.r:.:- nrOrr3':'C"'P, PG~'C' 70 T'E;:;'- ce:r:t O:;~ ~:iJ~,te~al :;;,i\~~ is

tJ:'anS~2::~'T:~(' ·,.n::der cc·~~ut::·"",:~ :c'rc,....T8.Tllr~.es 0 TJ::.ese -,)ro(ra-vr,mes cover :':-'.. t;~t:,.'2e ~le8"r ~')erioc.

Tolled fO:::'~":::,.;.~c,'?r,:!.u~JJ.y" 2:-i~~ <:"'.::'0 c1rp~'T:::~ 1:.1] ir. co:c'!snltetic,,::, ,:"ith rero,ipieDt cQ1..mb:ics
"'TJ."lO ""::"8 ;~-,;i-\72r! tbe in:'.ice.ti"'iri.-:: (0::' Tiinj.Y1'.u;--::,) TJI2.~-::.n:L;:l,'." fi "'L-1.:::'es for t~'le "Derioe.. The
::·rcr-:",~:wQ:,~e:3 C:':'"'.:"'c:d~p," i!1 ~~~:l ;",x~:1u.,:,.1 ;'.pi>;2:."'.2Ct cov:2::5.ne; 2.. ctuc1,1 ap:qro~,:::'"5.atio!.":ls (;o~.nd

J'.'oJ..J.ed. PorH~:!'" ~:oj.~,,.lc~";.si!."1' gi.r:':. f).~o~;~' ':;,revious "":re2Ts) for t)~,e CO?J.i?lC :-i2c.';>.1 ~r0c\r

::tt:.c.. ~;r::;re2Ct !'l"in:'..rtes re~':','Tdl~rr~ eet 'Policies ::....1,::. ,;)1"~~c:,:,J.tie3 "!:o...." the ~,Tho12 of the
three ~."ee.r::-.,. ~here isC',.lso Cl::'. inte:"" ,p"ove:':"'DJ."ent,j,l nCT'-;':'E'ryt,f:r.t ()l'~ the terms c;tr.~}

r;:'I'ocedu,Yes fC'T ·:':.:i.ffe:Y'p.r:t reso'.:xce trsDsf"';YG. r>:;sP0T',;ii·tili for t},e 0.2t8.il~.:, of
tLe JYOZ:t.'GT1:'·es ,~!1:- t~:.2iJ:' irrc',2,e!"·ie:;:y::,?"tio~-:,. rest;::: "T:ith. 8IDA~ r;lhe :1.J':.dic-:>"tive planr~inc

f:'.. r';.l~(,2S c~re Sf?t ir. cur:C·C:'.lt ;':·j:,ices eLf. P,."t'C re0r>l"c~eC:. 2,S fiT!,; cOLlm~.tY"ent Cl"! to

:n.:ini,mup~ ,::-Lid 3,p:,-·)ro?ri2.t~_Ol:.s .for t~i.e v3.ric.lS countries, ;-;'he,t they are not legs,1J.y
~:,ir:.c-::"in.t~ T.~,':S) hm·rever ~'.~ecently l-'L'OUr-]:-,t h01":'!.e to those con,cerned l;-ll1en Parlie.ment
"tool,. t~le '].:.:!.P:t.',~c:'del":lte(i. st.ep o::r:' rec.u0.inr-: t~le ?"npro:':Jrig,tions nreviOllSl;'{ pla.r.ned for
CU."!:"l:L C>: tl'!.C'- ",:T~}ole ~ l10\';-cver ~ it stil.l c:msidereC. t'l:1at gr_ h:di··'licl.u8,1 ~'ro,'?r8JY'.~;~e

c01.1n+,y;;r reci-,'7.ent C'::.D e'g~~ct to 2:"eccd~re ;::t 1 e;-:;. 8--(; "!1;?,t is :nl~'r:'.ne-:--:, anf "'-:rilJ. c;enera1ly
slle:r.e l}.1 ~'".,n~' incr2ase i::1. the res,l vel'u.e of total aid a::"~Jro:priations. Soy:e other
rC':"':i:ni2nts &180 rec2j~Ye ::i.nr"'.icr"l,tive fi":ures for fFture air} 'but peners,lly :f:'uture
CO:LtIT:5t'"',~:::ts ou--csi(~.e the lJrO~~';l"c.F!:'.e con.ntrieE £'.re cO::-.'fin.2Cc to ind.ivic.ual [-".,rl'!'eed
:OYO,j ects, So :tor~:-< d·S tIle [',id :Qro.c;reXi):C11e eXDe.7:.0.S,,:, there is LO probIer.::. lE meeting
increas2~ Dro~ect costs,

7. The ;__ ~ost signi~::Lcant for:r::. of :r'lt~ltiyesr :<=}lede:i~g3,lTead.:;r to.lres 'DID-ce llL the
co:.::~tex,t of the country pro['TuT',71eS 0 The r:uT!l~'J":'r of Tecj.pients th,,'t CC',D be covere(

t,[:..io o:r:::;-ooach is lir::.:LteC by the 5'1,:edish polic~r of ;:oeco:'T'e.:ohicp,2.. concentrgtion
of its l.:::ile.-ter::.1 ~j_:,~ Q,rd i"1.D.7 c~.xteT!sion of the Systf:F is 81JJ),lect to Parligmentary
ap~:rov:s..l, At p~:~esent ,i an i-:-.:·;::te:::lsior. is D1E.nned i:'J l"es-'jec-c of one :recipien.t;
Sri Lank!;'., rTO~ t'-:;,e vieo;'TPoint of the "pro,~rJ..r,lY''.tC cotE~.tr~rl s "lanners C' the current
'3~':Tsten Tlli:s-r.t l::e s3.:i.'.l to be cle:?icierrt in tl'!O l~:-:l::rs ~ first the ~qeT'~Lod cove~"'e0 is
relatively S':-I,O~("t p~t tt.!'ee yep,rs~, an(. secon.d) the :inC1.::i.c:s.tive a~'.c f'ir;ures p.re
mi:;:-~ir.~~u"\. c."':>,', Further ~ the Cuba eX:gerience r::.it~b.t be ::.~e,q~8.rded gS a threfl~t to the
firmn,es8 ('f these minimf'.,. On the other h2J1("1. ~" the gen::T2.I experi.ence is tb::-:.t 2

("-nce acccr(ed the stat1.J.s of r'l~ pr,'_·,~~:ta!"'me country 5 the recipient CEm look fm:'1,rarc_ to
a. lon~:·-ter:;-l ai,::'l. rF-lp,ticnshi-p 1·Tith f,-TIP-Cen an(~ to an incre'lsinr: flm·r 0f pic~ in. rea.,l
-;,erl:';s., ·~.s yet 9 there ['.re no :O~J.:o:?::':s t.o alter tr.8 sy,,>te:m of for~,Tard ;11)12(1.ginCs""
r-..ltlJ.o;:~r:'h -'::1l.e possl"t::5,l:f,tv ef 8.p,T2einr:; courtr"~ D:r'O,:T9.PI!lC2 every otheY' vear iEsteacl
of c.rlrlu9.-1Iy l.S bein,,; c:';L''}:v-assecL c:UCf'. 2.n s,pp:.~oach Doses a pro~)leT~i. r::ecause of t.he
e.nnll..sl I)u~."':etar~r s,rsteTI but 1,~o'__11(l have t:t1C :L}1.DoTtC'1,nt a.c~vantap:e of re(:uclD'T the
~'(~~'\-""d~li,st~:'cd=.ive l~,urden 0:'.1. both S'Y.Te0e-::t anc. the recipient ~



",'T21:f'''J::"e obl:: ,~:'J.tiC:tl it ~<~)opld 1':3 t:re[-)~.';': (~ s:L~'j_~_.:;,yl"r

sort.. ~';o::"'e01TeT it V8/-: o"bf3eI'ved tl:<!.-!- tl-:'27.'2 is ~lO

9(::.o~r:tf;' -: :':"'OY [d.e. 3.:rld if o~~e ~·rc~:"E' silo?,tE-J,' J the proced."1x~es Tf:0l:.ircf_ POi:' :.:.stl Y'i.

T-~GL1(i '::e ~1:. cO~J.pley. a~c~ rO'J.r'.:"1.iC'.ho-xt "':':;.:,:.'" of a::hievi.Tl{! ':<·.:e,t is a,2.r'::.::_ '•.y ,s-ffectiveJ;:..:
R.c}-liev,-~-,,'l :)}T the acontioE of -t',(,; 1 :oe)~> C2~::-'--, ts:r{:et~ Tnd2xe,.t:ic·:~1:in relation to
i:!J~~U vi.(~,w:::"l reeij)i. er:ts \,Toul,~~ ~'.o}:'eO'Tel~ efj'>e~ti·FI.'~l~" c·:::n3train ·?::.',~'·J"ia:rl21Y'-:. s
i).'.>t- :~() cJ.eci:le H::1.>tF:Ll ~::,:p:}:ro~orj.~,ti_cns 8,:~G so ",.:·(y,·lJ_'3 '!JTobgl.',l:v 1.>:. OT',~:nseft by
:;:::'p.rli.:3...W,21.:,..t.

IG. Tl::le -r'£thod of cLecJ.c1ing 20nnual pid s.pnTonri aticYls erspres t-:'-w.t i::.tercst a:o.::.
8.nort.iz.a.tioD recei-nts :"':,,:('2 effecti'reJ.:;" reclrclecl.. to t.he ai0. j'U'''1.p.et. This 3yster.~.

is thoug?rt to 1-',e r~OTE' pf:::'icient t~'la.n one of crecTitir:p actual retuY.'Yl flo'.-::q to tLe
ai d progra:rrr~e i~steai5_ of to t~:J.t-: T:rea'1UI'~T~ 'Hh5 ch I'TOulc: involve a cjj.'r,~:;:("7cnce fro::::.
e:::. t8.o1i 3}:.e,,:~ -'~,Y·oc:e(l_urG:s.

11, SI''-eden 1S In f'r,_,rour of all i"ltern.~tio~1al !!:.orG.tor~_uT". c~~ aid r".ebts 2':)7 C8!3e
,:·r1dch ;,Tclllc~ reduce the irl'.':-:-orte.n.ce o~(' sue:.l return f2-o~:rs. f\n.cl a 18.rFe :r;rcpcrticn
of interes'- ?v~·.'(' Gc:' 'ytizat:Lc:;;: "l')a~,""1,ents i'rc!"" S\-Tf~C.en 1 said re:-ci1J::.ents are Ll fe.et
\·Ta:"vecl. 2B tl:.;'~v become d.uG:. Thi.::: conRtibJ.tep, n,n acJ/.iticEal source of ai(~ ~,Tithout

any ~jt::~:~_nes - to tr,le reci"D:[er~ts cOl-:.cerne:::-;. (--'--"ost se:riously affected develo:;in;"" Em,j
lC;3.st c1e\r~:.-:lo~')ecl_ cou!:rb< (" ~ ) ,

DevelcDF.:ent tax-------,--------
12> Ti:;,e lev:rir..c 'Jf 2> 8J)ECific deve~'..op!:lc:.t -t,ax to ~~inBnce aid is yc:[;n:r.-ci.ed a,'":,
u::J.cle8il~al:;}.e. It -=::oulc~ J:"'educe pul,lic SUT-Dort for the IrrC~r2.IT.Y!1e. In generA.l. ~ it
TtaS thou~">t t~.:::'.t i:':..~~:::;J.~:(l8,t:;.OllEJ boc~ies f'hould le::lve it to t!le individ.uc:'l ,:ionor to
(}ec::.c1e hm·r·~o tJ'.cJIle 'i~he -(:,ro"':12r~, of fil1.Etr,ciDf~ Edo. ~,. esy;:.ecie.lJ,:T if t110.t donor 1:-as
already :Crlee-:-:1.l1(.~ in-!:.ern?"t::.c:').B.1 t8.rgcts :"',8 to ~3.(~ rescu:rce t:;::-f),nsfers. In so far :J,S
the tax '·rere to l)e levied intcrDatioD2.11y~ rather than ·.::lo:c"~estically (i.e~ ~ i:E'
Swedcri \-.:c:ce rcqv_ir;-::d. to co~tri1:;ute x :;cr ce:c::.t of its resources to SO:(le
iEtel-nat.-i_·:)nal in~::;titution for Clut:)Inatic transfer to the least develoI.led c:cuntries) ~

it T·m.s thought that S'I-Jeden i;lo-.J.l~ sU:D::.:,ort such r.~, t8~J: (proviG.ed thdt other donor J

.joined in a.n:.l the t."'..::: left ,sor;.e :r-esou:-.-ees for S1'Teder 1s m·m aid prog'r8r-.ili:le) 0
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1. "'-part frOL sn~8,2.1 contrLLJutiorc.s (represc::nting lc::sf~ t.han 2 per cent of S"\Tiss
ODA) frorr the -Dudg(-'d:'3 of the cantoDs ancl COl"mr:runes ~ z~ll 0'\vlSS r:::.id is financed fron
the fecerc:l bu.clget. All :i:'0cleral f_~ove~"j.1j}lent oxpell(litures o.re planned over a
fcu.r'~Je::rr period. for internCll ::")urlJoses~, 8.nCL t.he foyoi:;n assistc:mce :progra~"lli!J.e for'::i8
pa:r·t of tl~is fOllrL~yec~:c rollin2; IJla:i.1.. Parliament sets a ceiling for over-all aid
.:l';..l"thOTJ.zations'.l and prog:i.:"amme credits covering several years and broken dm'iD iute,
fOt:~r cf:.tecories - capital aGsistance~ technical co-operation~ hl)IH~,Ditn.rian aid
pond food aid - are voted. by' Parliament at i2reg--l13.r intervals.. Credits to specific
recipie:::lts ca.n 'bE:: 3..utlwrizeJ_ to cover perioc~t3 of any duration so lonE: as the
o"';rer,~al1 ceilir,gs for autho:!."iz2.tioDS approvec by Parliarr,ent are net exceeded. Ca.sh
authorizations Q,::cc votc:::d annuRlly by the tHO re,~".e!.·8.1 ChaJflbers to cover the
financial year (January to December) and lapse if unspent at the end of the yee.r.

~~ultiycJ..r pledgin,n;

2. ;J-\·Tit,zel~lancl Illn..;:\:es 1~.O plecl~~es Y'elatil1C~ to the ovsT-all volwne of its aiel in
fUtl..-E~C ~'-ea.Y'3. "~'lJC Gove:::....i:iilent 1s expenditurE:": flans are ma.de ove:t a Tolling
fC)lU:'-ye~T IJ2r~,-cl~ feT int2rnal pur~·)oses:> ·but individual aid ite!':C.s ""ithin them may
'!::,e s"L-!.bjc:ct botl"'. to P[,~rlim;lentc~r:y ap:pruvl.-~,l Q.l.ld popular vote. Iiultiyear C02:huitE.cnts
of'c ilater2,1 aid call oe Liade 'by the Government provided. that they" do not exc eed the
cOfmlit,J.':'.:':i:"rL.s ceilinc:; authorized in advance by Feorlia~ent. ·~:ntil the 1977
,~onE:.;ti'~Li.tior~al c'.:··:,::."?:r;/~mei1t~ ~-:;,o~·Te\ler, any loc~n c.,:;reernent co":rerin,-= a per::"od e:;':.:::eeding
:1-) y:':E.:..:r; c:Ju1cl DC ii:,ade tll.e sub,j set of fL ~O)Ul2U.~ refereEo.uL. rrhe aiI!.el'ldment seeDS to
siVc the Go'.rernJ:":l2~1t TIO:;':'8 latitude T1Tith rel-::~)ect to the conclusion of bilateral
loan ai:::T8e).'o.''::;:1ts~ but ~ except for cOl1trj.;:;utions -"Go l1lultilateral organiz8.tions of
it,:hich 0,..Titzerl:;'!l:.1 is alrea,cLy a IYlely,ber (e.z:~, the ~"~sie.n Development Bank and the
IEter-J\i,~e:r'ic.sn .J(~\;elopment lJE--.~1k) ~ lliultile.teral loans i.-day be SUbject to r,s:..tification

Ful'l.ic refereI"LclmIl.

',:"( A:l.-"c..h~mgh S"!:;'~l..tzerlan.d 2iHS in Ilrinl";il)le to concentrate its aiel on a limited
gi:'::."cli1 of CCllj~tLics~ COuTitry p:c-:)i::;rar:I!tiD-G c~xis-+~s only for the technica.l co.-operfi.tion
:~,rc,sl>l~TIL:'::'" mlQ i:-L the case of -i.:ilis aicL irlstrUI!lc:nt ~ progr2tFIFiC crcc:.it s are voteG_ to
COV2:i..'" lJcrio(}s vc..l'yinZ froD ti-:'O to fi'\fe yea:::·s. Such cTedits enable the Govern.:.:.f'nt
to je.al':e legEtlly ·1.Jil·:,,~Lill<_ con-..:;-dtLer~.ts bcyor~(~ the cO?lin i:::: fisc;:'..l ::.reET.

4. T::lf~' ': .. 2.1:.1 Gf t~le ~:::F:~G8 GOV8T:-l,':lent :Ls to inCl~e2.Se the tr[m~::;fer of resources co
C!_'21Jelopine:; cQu:rt::,ics in Y'..::.'a1 teri,'.3. I,'inancial ]!J_cL:nning of aid therefore tal;:es into
account the effect O~~' c};:pected I,rice L1C1'8G.ses') lY'J_t i:i':i.dividual c:Jrl1il"i.itl:lcl1ts cannot
::..c I~stec. to cor:~..l='e!l5s:te :t'or inflatiorl c>'"c..:,,'intX the ~~isbur:5eLlent ~~erio0_.

,I • ••
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::: <> FJ::'8.iTIe CC')Jillil tHle:.:,tto (·t,r'Obra~(,me cyedi.t s) rei;;~_:in ,-lv3i.]j..ble un"t·iJ. c~:~sbursec_, b"c..lt
the an.::lual B.l(.'L ,:':"jYi?I'orriations ;Toted }?a:rli8~:rG.C:"_n_t hC;'.le to be E'.-:;:er:;,t IJy' 'th'2 ,,'::1.,,:;. ..l.'.

the year.. 'l'he r,,:;'_d ad~.(linistl~e.ti()n, ~!_o;~/FJer, aiLs t() if2auc--",ge 5_"Gf; progral:,:m.e
reduce .lapslnc to 8. minimWI2.~ an(\. it i:::; estJ.EJate-i Ghat. 27" .per (:(::,:nt ef -Lie
appro~,_)J.:'iations 'Jere ~'~ost due to 1:3'f2iY.lG~

j C';,(..,
..1.../ i U

tc

6. All return flows of interest ar:.d. 8.Tnortizc-:,tion revert to the centr'al
government buc..,get. ThOUGh they are taken into ace-ount Ifrlen voting annual aid
appropriations, they cannot be ELutoYDstically recycled into t1:I_8 aiel l~udc:et.

,
/ ....
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'/:':l'~:>.'::,'3.-S :'\lirri.'.3l.:X",:7 (OD~,n e.'(peJLiit u~e 1. 8 /ln8.~,:.ce(1 Vla, iJ,nrnl?,l
~.:Jt,r.·l. 'c;o.::Ih':::110 fC"Ol.:l ~'entI:~.i e;(i"Ve::':~r:r ..€~}t "'.:.. d:::. T;Qtp"l 2,pprop:riQt:=.::;n:::; i'~-i

'~:e,3"i'- ';.:T~; ;.'"lJ,bj::ct to '.:';c. expcndit·,-'.:.. ·c ceili:tk' d,~:~tcrrdned iJ:~ t.l-~:2

.,.'.' the l~lCL.l:lkd. ':;;'i,l:,:,lic~ c,:r">:"1'ld:i.t'lY·2 for do fOl.li."-;~/ear per}.od in tc,;rJ'.'!.;j of constarl-r,
T;j tll ~l!e fc,tt1.':.couin,,"!; :fisc~i.J..vear aDc'L :collecl fo:r,-r6.r(~ ,·:mI:1H:lll~r.. L:.

<ft'.:' case ,,):f' a:::.G.~ :~,h,::;. l';' f':Le;l_',l'e.s aY'e net ef' enortizatioIl j)8.STiL"':,':'ltS but not interest
alL :Lcc: .. ,:... Fl[~rl:':l.-:::(!, <,.d.o. c~:.::}el2(\.itu:r'e (reYise',~ (.::T o-c."·,ero:-rise) for;:, il:'::'f!

t·j:-:;.::::J. ',~"e:']' {;\pri.~i_ tu . :az'c1..,) i.G tnJ:~H::la';'::,3,'.l. into C1J:r'rell-C -;;rice CB ''::': fic;'JI'2:.3 YOT

l·i :.lit.

;- '. ~.

u~~'::V'j,er; c-:::::o.stitutes
t~ros~' Ci~:Jt,;,n5::'~;leL:";~, (:.:... e., 'hfj,tL 2.T c;:::"t:1.. :,u'L·Gic:~ ':1.6.dE:c~ :.J':".) in the pre(;i2(~J.~<; L:ecer:t':~,-,~:".

Eel:l e::~:~'en(i.itu::·~ ceiling. '~:otal annua.l
~.re ·:.;:r:!.ivs.lel.!t TO ·!:.~li:3 ceiJ..inz~ sin.le: UDJ~ A.i~il:"; to

e:.. c.:.'::; ·'.id. <ll'e V('l2d :.:ts C, J,'-:..lll-t! S~I_ -uy P9-y:~iar:J.2!:.i.t but the cstJ.r,,--'~I-,,"

:dlc:lud,e d::"':':,dilf,:: di·i.-id(~CL up ·~;::,(i(~:t· d.iffel',.:':lt subheads (e,.c.:.. 1)aj.ltil~'-'2rel aid,
Lu.,' ;.:,.::l~'::--.-=t. ~..... ).d) o~' ;iOli! "t,h'2 aici, J.S to be s.i:.Jerrc dUj:-inc; tl1e year, arld i·'div--idu2.1
.J. ':.l"- <;;i"'.'::.J !::::,T-3.nt ?:~nc:. ~:..oall e.::::rb;;:,TIE:~l'c.s '':'Te 8.P1Je:tlLe'~L. 'I'bc~:':'e CiTe c:eIlerally '3u~pleI:~;:-:r:::d,?'Y

.... 2.'ti,nnS2Dch ~v\,::aT .Bd to "brine ·c:..;e tot8.1 a.run;.>;"l appro~)~('i~-'"ti():~l;.-o U~9 '1:,0
l:n;!i~:· ::t::'(} to ·;.Eclude J.::c8'i·r itelils to "'iihich aid. i'J Lo be al1oc8.t.eci

s.iQ ull-sl1G~,:::.:t".:.::::1. 0:01,'1 is :l:lermitt,e6. to re2,1'~ocate flJTlds bet\·Tee:.-~ il~divi.dl.lal it(~:;::'L~'

i -i:.llin subher.ic"l- ~ aJ.t.tlOt1;,~h it 1.8 T2quirec. to ~~.!lform tbe '~'l~ 2asury. I':, (Ci:U cn.ly·
·3aJ..lccs.te :::'uncls ce-c.wcen s·~1.L:.!.'l8ads 'i·-rith ;lireasury' approval al1.(1 tLe a',:.ldition of c"c,':!

n~::'i! :it,eITl to t:~e~iJ.Cltet, e.,':-_ ~ fl.Eance for 0- previously u!1aided y:,-ultilateral
crr;8.nizatiGfl~ alf,Q rec~.u.iT2u 1;re2.s1..::.r:y apIJroval. The estir'late :2or Grar:.ts-in~D.ir},

ca:r-:noT $ h.O\:ever, te che,nged. •

.; _ 1'16 i ''" ·:~el"leT[~,llJ the CE,E;(; ~ anl1ual ;"id 2.:0propriations la1)sP if not :::,n2:ut Ci.1.1.rinb
t~l2 f.i.i:>(;[-i.l ::/eal'~ ·lr.lc:::r.'e .::.-:,::::'c., hmTev21'~ ,30l":18 P::OVJ_s::"o::-_s L"~.~. e:-'J'2r or Ullde!:~Sljendinc

u:~, tu ~,~lO million C:"':'1: ?'ltm::8..t:l.call~T be ~J~~O'LLi~ht r-CT'!2J::-u :t'l"C'''d the ne~:t year IS

e.L," ~'j~~3.l;:.~~'i to _.._ l_l11iOL caD be a.ut.url.1f}.tic'21l'~.- cnr::-·lec roy-.:T~~yd,. '·Tit;: 2-

fu:'."L!. .:1: ti.. j :;L.J.1im."l C 2,1.':"'~~\"· .·r:'ar':::tr.:l. bei;',Cj(-~·}:'l[.:.i t'G ;:;(~ :Jl'..hj e~'~ t -(.C- ',:'lC e8.sul'~r

"l'!'~e[~e provisicns --C:TO::: b:('i:-:, -when <[.le Gcve.rl211ent il1t:::~oduceG 2. systel~'.l of'
i3tri·,>t ;~~;-3b 2.imits c..:::~. t!H2' arlLUCi.l eXpe!l'::'Lj.t·~·~,<~ of me.ny de:.-.sr"':.lile:n.'c.s ~ :!.nclnc!.i::!.c; ODI"l in
[in a,'i.:;Lc~ to inc~: ease it:; c.~·-=-,ntJ::'oJ. o\r'2'l'" I~·l.l<Li c }Ju.t -::.hey 81"e nm·.' to l:-oe

':;.:lle t ~~;lLeLcy ~.s fc:'~' I).n(~i'::;r·spe:'~.c:,i: ..:; ()!l the ai6. L1U.dcct ...
--,.SlGiJ:':::" ;;t:' -d.e sL~ce J9T,\·~, e,:ce c'·:{' ir;.c:r'(:~3.S liLl·:':;3('1. ve,ln\?

In'.e carl:·J"-f(~.y-\·T;}rd

veil. the effL:ct

It:. hcos ~ C'.s c~.E::tailf;c::. c:arlier ~ ,'.1

'bet'jeer. ite~ ,8 i:J t~le c:.J.Q
,:'1,re in li.ne 1-ri.th apT:TopI"i[;.~d.on:3.

c. t'1ezib::l:L a,s

lnYIEl' j (>:.1 El tll,:; ;.1U~.:LL.lE .;_ vC'.l"uc: of the p.J.d. pro2Tc.\i1]','j,c. r: u IlS2(}').C. :t=-y O'J;\l h(""s ~-..:;o

,~y(~ ~_tG O\Y"t:. iD..(,e::~1l8,1 ::: ~~XlH(;'2rrleLt ut Lle l-'!.'o,='r2-Y-Lle t() ensure t"tJc::.t
Ji s\.:Jur 8 81I!.cnt s

I • ..
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.:\cl.ju~:!t.rr:,ents 0..1'2 n:a.de <:':,5 :;:'CCi..',:LTed l::'. 'U'w COiJtext of i-r.c :i.y'-cerr.\aJ ~;Js'ce',~l o'f f:Lrl:J.,!J.CJ.f~~L

control ar~d ly-.:~dcetinc. ~Chc: irtc, '2:"~~ls.,:~ :JudC~,~:;t,s o[ J.T~di'\lid'lal s~)end:L:".<.;

vTithin On::~ :C'2flect a poJ_icy ;;f o..../er-colT.:r;ii.-cr·i":Y.:.t d.23iL):le(~ t. ()ffuet -t::'~~;.m,:1ers 'PYlGi( Ft,

tend.ency. 'i'heir :3peI!('i:l.llE l:)erfcr:j}fL-,-CC s'l'J,d a..:·c rn.o::1i.t ::,r2d }/::l·io(tJ.c8.~.ly cl~l:'i.nf~:

the finc,ncial ye9.Y 8.nu ::..n the (~Vent Cl 3.:-:' ex~,ec'~e,.:1. ;:::,hcl"t?a.1J::; ~eSE:;rYE: it,eI~lS in 'ti:;".

;,~~~.1~Ii~X~~~~~t ~~,~ ~:' ~~~ll·'~~~n~r.,.~~ e~~'~~(;, b;:O~ ~~' e f;:,;~~;l: ~~ylil~,~~~~.h~'~~il~O~~.~ ~~i;~~a~ f sO~ll' c,=
of informat:1.on is expected t,o lE(JYOVe ODj,\'ll S 2,id 1;'Bn8,;~::c~~'"e!lt po"tE:nti.s:L. On the 1';hole~

the current system of financial contr'cl is effecl.:.ive :L1":'( :mairrtainin'~: (t~3;Jl.r:::'Gement

.levels. ]Jut the constraint of fi3cal ye3.Y' ·'::,la:c.ning (2~_eHrly 13088 l(-:~ad. tu t;.le
inclusion of SOY,le fastr~(~.iG-~;urGing it8m~ to"i-T;;,rd~;:: the enCi of' the :~\Ll1UaJ. :oycr:rmml2 an:]
these r:1<:l:JT 1,le,11 constitute a .develoJ)Ifle-~l.t&.lJ_y 8:'lboptio;:---~al use of aid reSO"l1TCen.

5. There is r:.o FcLrlL?i.::,entr.J.:"y L1ech8,nisi:1 for th2 cO:::l-crol of :::-d,:3 c(Y;]iit:tl0t~t::.:, to
individtml l'eci)ients or o~'c;:.:u,:~zation3 and no o.u'tl1CJI'iz[:.ticn for exn':-;r~d.itur~

COYr.(jlt:u.J.211tS outsiC'~e the fisce.l ~yea1:' ... ODl'-i\:::: ~~e::::.ler3,1 prfv:;L:"ce is to er:.ter if;

J~"ultiJrear 8.::;re-2Lei1ts ':!l·th recipie:nts \rith the :or0viso t,~·lD.;-'uU10?: 8.vail':''':jility of' "'~J.c:i.

ii'":': subject to Par.l.l?,lJClltaYj" approv8.-l of a9prOj)Tiat~_on".)yearby ye2T.

6. ODi,l carries out me:liu;.!i~te:~·>' lJlanI!:Lns :for t.;le aiel p:ro:~;r<~.'xi;Le on ·t.he !:.)<:~Si8 of
the Goverllment' B public expenditure Y'ollir:..g plcn. Sir.ce tb.e flc"nr·.e~i aid e:i;:lJencl.J':c:cTc
:ficures [i,:2::'e Ilyovisional only antl, as Y'ecently occ1.IT1'8d, 3ubjeet tc re"i/isioE iT.!. the
liCbt of [J':nertll eco:':loL-:ic circumstances J ·~hey· do not COIJ,sti t1::.te a :fi.:--~'·2: basis of
pla(l.lli{~C _. eV2Il in Y.:liniL~IJL. terLlS (ef. otl:ler c.oi1oJ.-"s ,,,hose ODA:G~-:-:P ta.rcet syst'em of
aie!. pl3..11ning pro"'\lid.es rear"on.a:Jle G~SS'L'.rance that aid volu:rnes ('et les..st -DC Ir.airn;ained
in real terms). Gi,rer: that c'~11oc8;:.:.ions :L'DY -the las·~ years of tb.c fJl:.3.~. period t.end
to ·ue of a lY,ore tent8;~:iv2 ::latw::'e B.nd do not exl':aunt -:':'he total :'::.1j~d ~\'a.y&ilable'! T,hi'.:,
i.s n.ot seen £',8 a problem by ODM ple.nnerc. The gcverrrcent 2xpendituYe fig'l.i.reS for
aid in future yeE',TS is.Te co:(~verted in current prices foy the J?w:'poss of ()D~,l ::,Jlpl1rlinC
usinc; ;':~ co:r!'i.posite p:i~ic(' in:Jex Y'eflectirJ,G -Corec2.st inf12tioil rates 3nd the e:rpected
2~11ocat:.cn of ai(:~.

7. ODE'.3 ;'"'lcd.iU!.':l-teriil ]ldr:, or iOl.ici. T':l"ameT-/ork:) cov;:...:;rs the expected aid. allocations
by courrer;:.'" and illultila-l'::erally (nre::~' Co :("ou:C'-:Jre3.:c period g,D.C_ is rol':;"eC:~ fO:::"'·Te.rd.
8.naut111y. It is c~ra\~Tn ur ir:.t.eJ:':':1.2,11y, then S",,1.bll"i.itted to othe:r' :lliterested. :;GVerl:~.Ce:"lt.

depart:r:Lents and f:.Lnc..lly ap:i?rove r5. 8.2. a plan.n.iIl[; dOCllihf:nt, "i)y the l·::inicter.. It is not
IniblisL.ed p2,rtl~)" becat:,Sc it is sutj ectto revision in the light of aid~ and otb'21"
r,clic:r c.nallC£es ;:-mu p&.rtJ.}, it is fea:"~2-c1 that, if p'..lblishe0., t·:1E document li.~:i.ght l1.i" ::L-r.
~';CV2:Y'~EiCr}t &.1.1Q ODI·I flexibiJ.it:y. further ir.::libition t.o 'puolic2,tion COi'~,e3 f:ro~·!;

ti.-;,e fact th[j:~ the c[·-tsh-figures CLn be- used. to i:'.uply (secTct) TreasurJ f'oreca:C.>tn
01' dOJ:";lcstic inflation.

'-;~ ~'!hile this plan could 'oe u.sed to provide reciJients \·dth sm".:,e sOTt of
il:Cica-'.:.ive aid figurE::fi for the plc:m :;:::eriod, t\ere is in fact no forr.al meCho.n:i_3I'i
for ir!.forminc :ceci})ierts cl' the future c1:L3bul'f':.~::iT~el.1"t plans ez:ce~qt Lt.!. the f:rallh:~\':'C-; A

of inclividu.al aid agreenents. 1r[(iivi Qual :.lid ,':-1..cree:n.teEts, E:E,ch COVCTL'{~ (Ll.ffeJ::'(:>'.i.t

,
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., r ::"i:')'22.':c::,,~~rrt:.;:i can be
ei'fec(: :;f i..::'1fl,3,tior:..

9. !'~lthcu..Gh the G-ulle::'DlYK.:nt :-:las 8.ccepted the C: • er per cent; GlTP target'i there le, no
i'l.rm :Cc,litical cOLri1it.:Iient either- on the I'art of Government Oi~ F-arlia:nent to the
8.c ..--::.ievcI:1ent of thE' t:::rcet 'iritl1in a .:jiven pt;ricd.. ~~e:Ere8ate aid exrencliturc is
f'lanE;~d cLIOIlG "vlith ot:.1er CJVernhent spen(:iing over a four-year })eriod but these
1).lan~'1iLg fii.::::ur,,::;s 2.}."e 31.loject to revision 2x~d aiel l13.S {:Lot ·::,een. protected. from
'3I)ell(.-~:Lnz C"J..t::::, b~/ tl':e GOv2:::--r.:.Elent I s e.cceptance of the tar{;et.

10. ~"l'..lltiyear pledgi.DL of -bile.teral aid takes place only in the context of
i:ldividual Edd .s.gree)""(,.ents (see above). Thers is no formal s~Istem~ indicative or
()tl!.er\,;ise~ fOT providing reci~)ients "\'Tith fiJures for their tot21 aid r2cipie~t froY"
Britain in futllTe years. ~lmlever, the "lidely usecc syste2J of a~3l~eeinp: a 'r-.etal SlUt

ef' financial aid for projects to be aGreed later provides a usef"J.l, if partial,
IEu.ltiyear fr6,2'Je1,-rork 1'0:(' recipient planners. i;''lultiyc:ar pledcing ef nultilatera1 ::lid
also takes place only in tne sense that SOIile at;reernents constitute aid comrnitI:lents
for' a multiyear period.

Frotecting aid apprcr,riations from the effect,s of inflation

11. 'ihere is no provision for raisinG the ceiling on Emnual C.isbl...1Tsements to t2.ke
account of inflatioL durinG the fiscal year. To the extent that future aid
ez=;enditure is planned in constant prices 9 planned aid appro1lriations are protected
froI'l inflation. EO"lvever, because the c:overlli(Lent plans for aid. expendit·\.IT8 r:J2..Y be
r,;:,:vised. dOvnlwards (as recently occurred),. this system does not 8Esure tha.t tl1e .:':-80.1

'Jr~~1i.J.8 of aid appropriations will "be ~~laintaineQ from year to year.

12. Ai~ ~llocations to individual recipients are set in current prices and are not
automatically revised upuards to allo'l! for inflation, 2,1though the real value of aiC.
lD.fLy effectively be protected "by fresh aid aGreements.

Don-lapsinl--:: provisions

13. AlthOUGh the general budgetary rule is that funds laJ.',se if u::1spent, OD~"~ hR,S
been allO\{ecl a limited carrY~·07er -provision to LlitiO:.1,te uncle:r:::penc1.irs llyoble:J:ls of
t"~'le aid .:?rogramlne. The pace of inflation since 1971+, \,;l:eD t'~--::.c c2Try·-over !:1C1xi..na

/ ...
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'.:,e "~';~jt,::-x1 ,." "itc::[) j~dd ~"l'Oe;:ral1;r'Je is ?i;:}9.aced frCi1'] t}·te i"e<,eral 3'U1/ernment
.... r~ ..ther .l.f'.'l1Ctll'y Cin,J. cO~;,i.ploJ'~ procef:::'s. TIF:: ~,re.ctic~~_· in '~he linited 3'!;2te=." i;::, first
e..uti:"o:r'.(ze :':':.;~.!··e!1d:i.tu:::·es and t~.lell to aDT,rop:ri<:lte funds. .l'.'11 S dUHlit,~,· r':.:;:flec:ts the

,~~:.~tinctioIl oC<:;i:Tcen ro1icy decisJ'Ol1S represented in an J..utboTlz,'.t,ion, 'iJill G,ad
"i.n2;..Qci/<; ,:1c:c:~s1.orlS ::"'::~J):r'2sented by an ~:'PPTop:ci.;:'"tlnc aut,lJ.ority. j,<l'ore aT}'Dropri<1tion~,

i>'U: be 'loteD. f'o:c c':1..cll ;}:::-ra,1'D.te pro[':rarri!'~e~ un a"lthorizEttion bill i:l1(lice,ti:L1':':; th'2
u:::'c:n.d scope of t;;2 F('O~~rH:::-,;:l!le s:::-.iCi setti:;:,~,:" t:.he oYer-all lim5.ts to the (:;x"~)E::.ndi.t'Ll.l"'e b,as
to 'be ;.)ctll ~:blJ.sei3 of COli.grf.'f;s. rL.'~e constibJ-tic-:;ls.l position i.:r~ th,:-~

United StD.'teD erJ[,',':,lre,S LD-2.t GliJ,ci ve contl~cl over thE'': ,·:.ut~;o:riz(;tior; and
j)1'Oc.:E;SD is neELi:'ly complete. I~~S a res',llt~ the 311Dr"'.is~-;ionsb~r the

c·.zcCLi.ti,}'c b:ra-,,)ci':~lr2 freall'~~J.,t1y revised and ::1ay dep,:Tt :3i[:;.-i/ic2nt1y f'~'orfl the
ini>~~ntio;'jfi ef tLe ~:~,v"::~rn~:lent de~)al'tme:Llts"

~~" ".ci'.E:: lrLJ.c~~;et du-t.Lor!_t~T ~:'.suall:.,r taLes the torm of appropriat ions \:hich fJerrli t
o':;l.i,S9.:t;:Lons t,Q be i~lCllrY-eG.. fi'lle -<\.l~ency for I:.~lternational Dc-velo9lT.i.ent (AID) therefore
is .pe::rraitteCi. to ent',:::,r into obli~~;<"1tions re~'luirinc ed.t.her i~;,1r.l('di.ate or f\rt,ure
ps..Ji.n-'2::ntfi of r:"lO:Ll2::i nDl~I 'tT:"er:. it ~1EV,=-; be:efl gnJ..nted authorit,\, to do so by 12\,';
"i.O'>le'."C:1:'~ Sir:..C2 j,lO,st al~t~~orit,r to o-e-lic&'~e fUi.1ds lS t-:'I'~3,nt;.:;cl OE an aYlDu?~l ba.si;;~

1:)j~ncJ..ing :r;ulti~rear COlYjLlitIJ.crrts cannot be: -~mdertCi.l\.e:t; by ;:'~l.D. \,f~1eri. lOIl2>·terDl
cQ!:imit:men"1-,~3 c.Te i.:.Tldertal:c ..:-.:'D" tb.e rccipicllts are mad2 alTere t,hat the~r are subject to
CongreGSiOi.,-..~:...l a~)~JToY'2l \·lhic:n lilay r!.ot be for"cJ:OtCOr1ing or )~:af result in revisloDS of
t}le infor:mal COmElitElerrts by the tic,2 tile funds are appl:'opriated ~ Only after tl:L2
'\ppI'opriations 3ill is sicne0- l)y the Presiderot CEll. I\.ID begi:cl to comnit and. ~3pen{=

t'-~le :cunds it pTQvides. Once fUild~:, HE-Ve been oblicate(~. u.nder the b-i.ldc~,"'.'t 8.uthori
t;:,tcy (;,]..11 ce C2..rrleJ. :.for'~TE,rd frOE,. one ye~3.r to the ne:ict until the::r ha,ve been spent.
:uo"""~;:vcr~ r\ro-)le~:'.G h2~ve al"isen CW recu.rclf, i:'.CcULllJ.latecl funds in the pipeline that
:i::'em'-'-J.'-~ t,o Je di::::bill~82:::.. ;.C:.1e 18i;;:l.s18.'\::'ure ;las il'l the :9ast e:;cpressed the vie\,r tl:at
b\j.dL;et aut)~o:ci for fOl""3ien aid '·<.1ou.ld -ue bulded. by the r::;,bi.lit,y of recirie):'lts to
lli..',l"' 2eSOUTces .s:re-;.riousl:.r ·;,otecl. .i.:i2}""'::; is therefore contjnuous pr2S':-31JT2 OD f\.ID to
t~usure that excessive G"c:cuEll~atioE in the pipeJine doe;.~ not take l:,lace~

3 ~ .LlB :r-eC3.1'C.S ~:·.ulti'~-'8i;).3~' ,!led~:ir:'G end prc[TP...rr..mi:r:.g of aid,. it has been already. not~d
tr-,-::':.t forl,;al cOE!mitL'~ents CQH!lot be '.~ndert.D,\2n u:t..til the fund.s have been {-,l,pprcprlfl"ted.•

:::::ince ti',f2 apgrcpri8..tion ')rOce:;F, is a.n annua.l 01:11'::, iE practice lee:all~/ 'bind:Ln;,-:s,
i:.:lIJtiye2T CO!'!j.'ill t::-cents ce,nnot OC undertak2Il.

J+. AID i)repEres internal l')rojections of aid over the next five ::rears in its
:::";i.i.bm,issiol1 to the Office of T,'lana-eement nl1d Budget. 'ihese p:cojectionG~ how'ever,
.r.;rovide oel:'l 2~ \:ery tentati'ire h3.-sj'.G :['OJ...... aid planninc. For the totc,lity of the
United States ,s..ssistance, authorization ::~.O\1 takes plcwe foY" at most c':-Jo years i:c.
adv3.nce~

! ...
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5. ~",:L -;~he country level, the United StG..tes has evolved an elaborate system of
country prog:~a~1TIiliD~~ vhich b'"lCOI!lP3.8S8S ,-;~n c..nu.lysis and revimi of tlle recipient's
ovel'-all poJicies as \\Tell as its rerforn:ance and aid !leeds. TLe count:r~r su"!nnissionsoj
'4hich have been somevrLat simplified in l"'"ecent years, indicate for e2.cl':i r;.;ajor
recipient of assistance the magnitude of aid that vlould be fortheaning over a
peYiod of fI'm,!. t!]ree l~O five years and forill a basis for the cNer-all aid progra:::":Le
sU'onitted to the Congrese,. !Jihe lTIulti-year CouEtr:{ F:::'ograE:ming is prepci,red -j.t!

cODf,ultatio:i1 'IIith the recipients and) as llas been noted., is in.formEil in cb.,3.r[lct\'::l~

and not bindinp; OZl the Government.

~ZC;\D-l8--psin~ 1Jrovisions

6. A:0l.)l'opriatcd funds may "lapse unless the::)'" aTe obliGated dUi.~ing the yeaJ::" in ~rhi('11

they Vlere appropriated. In practice!) hOi.Jever ~ the daneer of lapsing is r,linimized
since authority from Con,(~;ress to carry over unohligated funds for oblit~ation in the
foJ_1miing year is frequently CTanted.

LJaints·,inL1? the real valtle of aid appropriations

7. In the Unit eO. States, COT:ll1itY!ients are underta>'"_en in current prices G.nd
consequently, the pyobleJ11 of erosion in the value of unspent corrxllitTL,ent.s is o:f' sc}'" (.'
siG~--:I.ificance. A-~ the proj ect level, hOl18ver" the CLuestion of cost-overrun af:.> a
result of unforeseen p::cice chances poses feller -pr601ems, since p:cocedurf's exiDt to
fina.nce contincencies or to request supplementary funding. As 2'·e?e.~:ds the Jatter
point~ l~ID subrLlits a request to ConGress in the form of a notice to undertake
additiotl.al expenditures. If the Concress :ioes ~1ot obj ect ~ .::\ID G,cquiJ.~cs th.e
authori.ty to proceecL to incur additional expenditures for the project.

Interes~ and amortization paYE2nts

.s. ;\5 ree,arus treatment of reverse flow:::; on lJast lend-iIles, l.E1til J"unc 1975~

repaYLients on .p&.~)t ;~ID i3.81[elopn,ent loans ana cm. Alliance for }"yosress loans ~o'!e»,;

added to other fuw"cG &'vailable fOI' aLIi-cation. Em-revel' 9 since that jreay.: .... the fUi:ld3
revert back to the Dni tcd ~;tates Il're<:1sury. ~~"he quasi-sutomatici ty L~lplied in t'hc'
allocation of yeflovTs to 9,ppropriations '(,{as vie-lIed by the Cor:.gress c';.s CirCUIrlVentinG
it,s fU!1ctioll.

9. ~I'hi3 proposal is not vie\<~,l favcura-oly 'by ;\ID officl9.ls p:ri!1ci~qally t.H?Ca11se it;
i~::; {i.nli:!'-~el:Y' to finG.. politic'?l sug1Xn"t i::'1 C\)!lLre.3s.




