
TRENDS IN OFFICIAL DEVELOPMENT ASSISTANCE TO 
DEVELOPING COUNTRIES AND POSSIBILITIES OF ALTERNATIVE 

FINANCING MECHANISMS 

Talknice Saungweme 
Great Zimbabwe University,  

Box 1235, Masvingo,   Zimbabwe 
E-mail: talknice2009@gmail.com  

ABSTRACT 
The study analyses trends in Official Development Assistance (ODA) to developing countries, mainly Africa, and 
possibilities of new financing instruments. Economies of most developing countries, especially those in Sub-Saharan 
Africa, are characterised by low investment flows, huge import bills and lower exports. Subsequently, development 
assistance is the major source of external finance and has taken the form of budget support, humanitarian and 
development finance. However, the noted fall in ODA in 2005, 2009 and 2012 might impact directly on the 
attainment of millennium development goals in 2015. This adverse trend in ODA is a result of a combination of 
factors such as economic constraints in the donor countries (for example, the debt crisis) and/or a new shift in 
financing mechanisms to developing countries.  
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Introduction 

For some developing countries, especially in 
Africa, development assistance is a major 
source of external financing. Official 
development assistance (ODA) is funding, 
e.g. loans on concessional1

 

 terms and grants, 
provided by rich governments and official 
agencies to developing countries. In as such, 
members of the Organisation of Economic 
Cooperation and Development (OECD), 
individual countries in Europe, multilateral 
financial institutions and other emerging 
international creditors (such as India, Brazil, 
South Africa and China) are the chief donor 
sources. The high volatility of aid as a 
source of development financial support and 
the interests of creditors attached to the 
funds are in there own respect a stumbling 
block to the intended development in the  

1 A loan is concessional if it constitutes grant element 
of atleast 25%. 

recipient countries. Mutual accountability of 
donated funds between the creditor and the 
recipient should exist and areas of 
development be agreed upon. Care has to be 
taken to ensure that financial resources are 
channelled towards economic development 
and improvement of social welfare in 
recipient nations. 

Talknice Saungweme., Int. J. Eco. Res., 2013, v4i5, 23 - 28 ISSN: 2229-6158 

IJER | SEP - OCT 2013  
Available online@www.ijeronline.com 

23

mailto:talknice2009@gmail.com�


Although the level of development aid has 
been on the rise since the 1990s, the increase 
is not complemented by proportional 
economic and social developments in 
recipient countries. This raises the question 
of where the funds are directed and how 
they (funds) are transformed into noticeable 
development. Also critical is the non 
consideration of debt relief as official 
development assistance but rather as a 
necessary foundation to promote growth. 

Trends in Official Development 
Assistance in Developing Countries 

Total ODA to developing countries grew 
from US$91.8 billion in 1991 to US$128 
billion in 2011. In 2010, of the US131 
billion ODA to developing countries, 35% 
was directed to the Sub Saharan Africa 
(SSA). The graph below gives the trend in 
ODA to developing countries for the period 
1981 to 2011. 

Graph 1: Trend in ODA to developing countries 

  
Source: www.oecd.org/dac/stas (Table 6) 
 

Data for 2012 from OECD show that 
development aid fell by 6.3% in real terms 
from 2011. This was the third fall in ODA 
since 2005. The period 2005-2007 was 
marked by series of debt relief, mainly from 
multilateral and bilateral creditors and the 
Paris Club, to most developing countries 
through several debt relief initiatives, such 

the multilateral debt relief initiative (MDRI). 
The economic downturn and austerity 
measures adopted in most donor countries 
had a direct adverse impact on development 
aid in 2009 and 2012, respectively. The 
table below summarises movements in ODA 
by OECD countries. 
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Graph 2: Trends in ODA by DAC countries 

 
Source: www.oecd.org/dac/stas (Table 6) 
 

The African continent was negatively hit by 
these global movements in development aid 
from major donor countries. Total aid fell by 
10% in 2011 to US$29 billion. This was in 
part explained by the fall in United States’ 
bilateral aid to SSA2

2 In 2012, US bilateral aid to sub-Saharan Africa fell 
to US$8.8 billion (-4.5% in real terms compared to 
2011), including debt relief. 

. The United States of 
America is the largest international donor 
country, and in 2011 and 2012, it 
contributed a total of US$31,4 billion and 
US$30,5 billion, respectively. In 2007, the 
total ODA to least developed countries 
(LDCs) by DAC countries was US$31,9 
billion (representing 30.6% of total ODA), 
an amount according to the Brussels target 
should have been doubled by 2010 to meet 
millennium development goals by 2015. 

 

ODA by sector in 2011 

In any given economy, the manufacturing 
sector contributes to the diversification of 
production, henceforth exports, which lessen 
dependence on volatile primary export of 
commodities. Export of commodities lead to 
unsustainable high import bill, export of 
jobs, macroeconomic instability and balance 
of payment challenges. According to DAC 
statistics of 2011, however, approximately 
59% (41% going to health and population 
whilst 18% was for other social services) of 
aid was directed towards social services 
relative to 10% for production activities3

 

. 
This means that LDCs will in future remain 
incapacitated to generate own financial 
resources to fund developmental activities 
without relying on unpredictable external 
funds. 

3Source: OECD-DAC, World bank, 
www.oecd.org/dac/stats 
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Possibility of new financing mechanisms 

The subsequent fall in ODA to LDCs, in 
both absolute and relative terms, justifies the 
existence of other international financing 
initiatives. For years, Development 
Financial Institutions (DFIs) have been in 
the business of providing finance to the 
public sector through loans, guarantees and 
equity investments. The process was, 
however, associated with misallocation of 
resources and corrupt activities by recipient 
governments. Henceforth, since 2000, there 
has been a general increase in private sector 
financing citing it as the key driver to 
economic growth and hence poverty 
alleviation. 

For instance, of the US$134 billion 
disbursed by Development Assistance 
Committee (DAC) in 2011 (excluding debt 
relief), $42 billion was directed to private 
sector investments and developments.4

4

 The 
emergence of new creditors such as China, 
India, Brazil, South Africa, Middle East and 
Eastern Europe has also increased private 
sector financing.  Such shift in the pattern of 
funding by creditors is backed by modern 
reasoning that developing countries can 
attain full economic and social development 
through combined public and private sector 
efforts. Of significance, however, is the need 
for a systematic model that tracks donor 
funds (regardless of source) and their impact 
on economic growth and social development 
in recipient nations. That is, DFIs ought to 

http://www.globalhumanitarianassistance.org/the
-2011-decrease-in-aid-from-dac-donors-a-new-
era-3568.html  

fulfil their Busan5

Yes it is possible for Africa to be 
economically and socially self sufficient, 
independent of aid. 

 and Paris declarations on 
aid transparency in order to strengthen 
mutual accountability and avoid duplication 
of efforts and resources. 

Conclusion 

Not only is the fall in absolute aid, in 
monetary terms, is of concern to Africa, but 
also the definition of aid, nature and 
conditions attached to it. Debt relief should 
not be viewed as development aid but rather 
as a necessary step that fosters the 
effectiveness of aid.  Development aid 
should be one which enhances the 
production capacity of a country. With rich 
resource endowments, Africa needs not food 
handouts but to be capacitated with 
financial, physical capital, technology and 
the technical know-how. If fully and 
timeously equipped, the African continent 
will by 2030 be the new world creditor and 
exporter of finished products with moderate 
to high standards of living, thus, ceasing the 
current dependency on external funding. 

5 Busan Partnership for Effective Development co--
‐operation. Fourth high level forum on aid 
effectiveness, Busan, Republic of Korea, 29 
November--‐1 December 2011 
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Annexure 

Table 1: Top 10 DAC recipient countries in Africa, 2011; US$ millions 

     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
      

Source: www.oecd.org/dac/stas (Development Aid At a Glance, Statistics by region, Africa, 2013 edition) 
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