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9. Asia's Emerging Donors
9.1 Introduction

The donor landscape has shifted

considerably within the last decade with the

emergence of new donors such as China

and India - themselves, previous recipients of

development assistance. Overseas Development

Assistance (ODA) has long been a preserve of a

handful of OECDs Development Assistance

Committee (DAC) countries - i.e., the traditional top

five donors. In 2012, of a total ODA disbursement

of US$ 155 billion (up from US$ 38 billion in 1960),

the largest share was by the US (US$ 30 billion),

followed by Germany and the UK (US$ 14 billion

each), France (US$ 13 billion), and Japan (US$ 11

billion).1

The two most popular sectors for ODA from DAC

countries in 2012 were social infrastructure and

services. They formed approximately US$ 45 billion

(or 43 per cent of all DAC disbursements) and

include areas such as education, health, water

supply and sanitation, and government and civil

society programmes. Economic infrastructure and

services received US$ 19 billion (or 18 per cent of

all DAC disbursements) and includes areas such

as energy, transport and storage, communications,

and banking services. The remaining 39 per cent

of DAC disbursements were allocated to production

sectors, humanitarian aid, or were cross-cutting

across multiple sectors.

Modern development assistance programmes

emerged in the post-Second World War

environment of decolonization and Cold War

competition dominated by Western/Northern

interests. The current standards and norms to

evaluate donor activity have emerged from this

tradition, and is embedded in the official

coordinating bodies and institutional arrangements

of the DAC and international finance institutions,

namely, the World Bank and the IMF, and regional

development banks. Although these institutions are

not homogenous in their views on development,

they are instrumental in defining the terms of

reference in development assistance, identifying

best practices and providing a framework within

which bilateral donors can interact with a higher

degree of synergy.2

The past decade has seen an evolution in the

international aid community, both in size and

diversity. Research indicates that many traditional

donors' motives differ for multiple rationales. The

US, for example, provides aid for reasons of military

collaboration, economic gains and to assist poorer

countries in the developing world. By contrast,

France provides aid as a means of spreading its

own culture, lending aid to former colonies and to

those countries of strategic importance to France.

Correspondingly, Swedish aid was given

predominantly to Portuguese colonies, followed by

countries with a democratic socialist ideology.3

Given the silent revolution in the donor aid

community, traditional donors have been compelled

to change their donor aid practices. The

implementation of the 2005 Paris Declaration on

167

 1    OECD (2014), "Query Wizard for International Development Statistics", available at https://stats.oecd.org/qwids/.

 2   Rowlands, D. (2008), "Emerging Donors in International Development Assistance: A Synthesis Report", Partnership and Business
Development Division, IDRC, Canada.

 3 Fuller, S., (2002), "A Question of Motivations: Determining Why Donor Countries Give Aid", Journal of Undergraduate Research, Vol. 7.
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Aid Effectiveness calls for changes in work practices

including developing flexible rules and procedures,

and delegating more authority to country offices and

changing staff incentives. This includes less

micromanagement of policies and processes with

a more intensive engagement for dialogue;

recognizing and managing trade-offs between

minimising risk and helping to build a country's

capacities; and acknowledging that simple, country-

owned solutions are most effective.4  It is in light of

these developments that the emergence of non-

traditional donors - typically offering less stringent

conditionalities to aid - is examined in this Policy

Brief.

9.2  Emerging Donors
The traditional top five donors have consistently

provided the lion's share of ODA over the last few

decades. However, this is now changing. Close to a

half of all ODA disbursements in 2012 recorded by

the OECD came from other sources. In fact, aid from

non-DAC donors increased by more than two-fold

from USS 4.6 billion in 2005 to US$ 10.4 billion in

2009.5  The largest proportion of this is shared

collectively by Saudi Arabia, Kuwait, and United

Arab Emirates (UAE), which together accounted for

approximately 40 per cent of non-DAC ODA during

this period. While net ODA from DAC countries has

plateaued over the last eight years, assistance from

non-DAC countries has been rising steadily, with a

sharp upturn from 2011 (Figure 9.1).

At the outset, the difficulty in gauging the importance

of these emerging donors to the development

assistance landscape should be stated. This is

because emerging donors do not have the reporting

duties of the DAC donors and hence a difficulty may

arise to derive clear and comparable data on the

proportion of aid delivered.

Emerging donors provide more targeted aid than

traditional and more advanced DAC members.

Figure 9.1
ODA Disbursed by DAC Countries vs. Non-DAC Countries, 2001-2012

4 Dreher, A., et al., (2010), "Are 'New ' Donors Different? Comparing the Allocation of Bilateral Aid between Non-DAC and DAC Donor
Countries", Kiel Institute for World Economy, Germany.

5 Smith, K., (2011), "Non-DAC Donors and Humanitarian Aid", Global Humanitarian Assistance, UK.

Source: OECD (2014), "Query Wizard for International Development Statistics", available at https://stats.oecd.org/qwids/.
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Given that many new donors have been receiving

aid until recently, their own experiences may assist

them to better understand the needs of recipient

countries rather than adhering to conditions

attached to DAC aid.6  New donor countries are not

simply providers of aid but also influential players

in aid politics.  For instance, it is argued that Chinese

aid has strengthened trade links in Africa allowing

improved growth, terms of trade and increased both

export volumes and public revenues of recipient

African countries.7  Conversely, the emergence of

new donors is also argued to introduce three risks:

the accumulation of debt which may become

unsustainable for poor recipient countr ies;

postponement of governance reforms proposed by

traditional donors; and over-ambitious capital

projects due to the absence of careful investment

appraisals.8

While practices differ from donor to donor, emerging

donors are perceived as showing less regard for

environment and labour standards imposing a moral

hazard on recipients. Although the delivery of aid

by emerging donors has been critiqued, they have

provided an alternate interpretation of the

effectiveness principles of ownership, managing for

results and mutual accountability, while

encouraging traditional donors to re-examine their

approach.9

The BRICS countries - Brazil, Russia, India, China,

and South Africa - have also shown increasing

levels of assistance, accounting for approximately

32 per cent of non-DAC ODA during the five-year

period.10  Within the BRICS grouping, China

disbursed the largest proportion, close to 60 per

cent per annum on average during this period, with

a reported increase from US$ 0.9 billion in 2005 to

US$ 2 billion in 2009. With China overtaking Japan

as the second largest economy in the world in 2010,

it is expected that its levels of development

assistance will also increase, particularly through

its model of assistance known as 'commodities-for-

infrastructure concessional financing,' in which the

country provides financial assistance for the

construction of infrastructure in return for resources.

In fact, China was the largest non-OECD donor in

2012, recording over US$ 2.6 billion in

disbursements that year.11 Saudi Arabia, UAE, India,

and Brazil rounded off the top five non-OECD

donors, with a combined total of US$ 6.1 billion in

disbursements.

The existence of these non-traditional donors is not

a new phenomenon. Since the 1950s, both China

and India have had long-standing aid programmes.

The recent prominence of emerging donors is linked

to their growing role in trade, investment and global

economic growth. While some emerging donors

choose to follow in the footsteps of traditional

donors, the intentions of others have been

different.12

China in the 1960s had three initial motives for

providing development assistance to other poor

countr ies: fostering South-South solidar ity;

strengthening the Non-Aligned Movement; and

politically and diplomatically manoeuvring the

Taiwanese government. Clear ideological and

political foundations underpinned these motives. As

China's industrial growth accelerated and the Cold

War tensions diminished, commercial motivations

strengthened with the desire to secure access to

6 Ibid.
7 Sato, J., et al., (2010), "How do Emerging Donors Differ from Traditional Donors?", JICA Research Institute, Japan.
8 Ibid.
9 Chandy, L., (2012), "New in Town: A Look at the Role of Emerging Donors in an Evolving Aid System", Brookings Institute, Washington,

D.C.
10 Ibid.
11 OECD (2013), "Estimates of the Development Co-operation Programmes of Brazil, China, India, Indonesia and South Africa", available

at http://www.oecd.org/dac/stats/non-dac-reporting.htm.
12 Chandy, L., (2012), "New in Town: A Look at the Role of Emerging Donors in an Evolving Aid System", Brookings Institute, Washington,

D.C.
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natural resources. Thus, as China's role in the global

arena expanded, so did the magnitude of

assistance.

India's development assistance activities grew at a

slower pace and initial efforts were limited in scope.

Indian development assistance was primarily

directed towards India's immediate neighbours

whose stability was important to India.  As the Indian

economy grew steadily and the country made the

transition from an aid recipient, it envisioned itself

as a self-reliant nation with global ambitions and

influence. Hence, the importance as a donor in

regional hegemony and growing political and

commercial ambitions India could reap, have been

driving forces.

9.2.1 China9.2.1 China9.2.1 China9.2.1 China9.2.1 China

The Chinese foreign aid system differs considerably

from traditional donors. In a sense, the benefits work

both ways; for example, China utilises Africa's

natural resources in exchange for aid, thereby

advancing development both in China as a donor

and in its recipients.

A distinct feature is the engagement of domestic

SOEs and tied assistance in the form of subsidies

to Chinese firms to expand overseas. In the recent

past, China has adopted a 'tr inity-style' of

cooperation. This form of cooperation combines aid

with market mechanisms to promote trade and

investment. This has allowed China to make inroads

to resource rich countries by providing them with

aid. Chinese firms have gained a competitive edge

as financial support and concessional loans are

provided by the Chinese government. Along with

aid, workers (through service cooperation with the

donor recipient country), plants (through contract

projects), technologies (through overseas design

and consultation services), capital (through FDI)

and goods (through trade) are provided. The

expense for and return on these market transactions

are paid to Chinese firms and workers through taxes

paid to the Chinese government. Natural resources

in the donor recipient countries are imported to

China through Chinese firms. In instances where

debt is incurred through the provision of inter-

governmental aid, it is repaid in the form of

resources produced through development. The

model of Chinese aid embodies a win-win principle

which is at the heart of Chinese donor aid. A

distinctive feature of Chinese donor aid is that aid

provided is not expor ted since Chinese aid

simultaneously supports the development of

overseas businesses through the establishment of

Chinese firms in aid recipient countries, thereby

contributing towards Chinese development.13

China has engaged in bilateral foreign assistance

in three key regions around the world - Africa, Latin

America, and Southeast Asia. Despite difficulties in

quantifying China's foreign aid - the government has

released relatively little information on its aid

statistics and the OECD's figures on ODA does not

encompass the entirety of China's foreign

assistance - there are reports that the country's

bilateral financial assistance has increased

significantly over the last decade. For instance,

some studies suggest that financial assistance and

investment projects supported by the Chinese

government in Africa, Latin America, and Southeast

The model of
Chinese aid
embodies a
win-win prin-
ciple which is
at the heart of
Chinese
donor aid.

13    Kondoh, H., et al., (2010), "Diversity and Transformation of Aid Patterns in Asia's Emerging Donors", JICA Research Institute, Japan.
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Asia have increased from less than US$1 billion in

2002 to US$ 25 billion in 2007.14  The projects and

assistance funnelled into Africa and Latin America

have gone primarily towards procuring and securing

natural resources, while assistance offered to

Southeast Asia have served a more diplomatic and

strategic purpose.

In fact, China's strategic interests in the Indian

Ocean have in the past been referred to as the

'String of Pearls' - a series of ports and maritime

facilities in the region developed by Chinese firms,

including the Hambantota Port in Sri Lanka, the

Gwadar Port in Pakistan, the Chittagong container

facility in Bangladesh, and the Kyaukphyu Port of

Myanmar. Some have likened these maritime

initiatives to a military strategy which would grant

convenient access to China's navy in the region,

but China has rejected this idea and has instead

focused on the potential economic opportunities of

a 'maritime silk road', involving port facilities

throughout the Southeast Asian and South Asian

region.15

On the other side of the Indian Ocean, China has

provided aid to sub-Saharan Africa in the form of

monetary and non-monetary aid, with an intention

to increase aid further in the future through both

technical expertise and financial assistance in the

form of grants and loans for infrastructure, as well

as plant equipment. For instance, railway projects,

hydroelectric plants, and road building projects have

Box 9.1
China's Presence in Afghanistan

China has maintained positive relations with Afghanistan and its involvement in Afghanistan has
rapidly risen in the recent past. Relations between the two countries have further strengthened
since 2001 when China became the first nation to establish relations with President Karzai and
the Afghan Transitional Authority by reopening its embassy in Kabul and providing emergency
and humanitarian aid.  Additional promises of reconstruction aid, steadfast diplomatic support,
including China's participation in the Kabul Declaration on Good Neighbourly Relations, and
support towards its peace process followed suit. In addition to the aid programme, China has
been actively involved in Afghanistan's economic development through the promotion of trade
and investment. These include the most notable contribution of financing the construction of the
Pakistani Port at Gwadar. The construction of this port serves as a means of easily importing
goods from Afghanistan and facilitates the export of Afghan agricultural and industrial products
including natural resources.

Subsequently, China and Afghanistan signed multiple bilateral agreements to advance overall
relations and facilitate closer and deeper economic and technical cooperation. These include
the provision of US$1 billion in 2007 to win the rights to develop the US$ 3.5 billion Aynak copper
mine, and to establish itself as Afghanistan's single largest foreign investor. The Anyak copper
deposit is the second largest in the world and was sought by China to assist the growing need
for raw materials and facilitate the growing expansion in infrastructure.

Source:   Zyck, S.A. (2012), "The Role of China in Afghanistan's Economic Development and  Reconstruction",
Civil Military Fusion Centre, available at http://www.cimicweb.org/cmo/afg/Documents/Economic/
Role_of_China_in_Afghanistan_Economy_Development.pdf.

14    Lum, T., et al., (2009), "China's Foreign Aid Activities in Africa, Latin America, and Southeast Asia", Congressional Research Service,
available at http://www.fas.org/sgp/crs/row/R40361.pdf.

15 Tiezzi, S., (2014), "The Maritime Silk Road vs. The String of Pearls", The Diplomat, available at http://thediplomat.com/2014/02/the-
maritime-silk-road-vs-the-string-of-pearls/. China's idea of a maritime silk road emerged during a visit by the Chinese President to Indonesia
in October 2013, during which he proposed a greater degree of maritime cooperation between China and the ASEAN countries, involving
infrastructure projects, particularly in ports, such as a US$ 2 billion proposal to improve the port of Kuantan in Malaysia.
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been undertaken in Nigeria, Ghana, and Tanzania.

Technical assistance in the form of consultancies

and specific assistance in development activities

have also been provided. For example, more than

6,000 teachers and 15,000 Chinese doctors are

currently employed in Africa. Angola is a major

beneficiary of this type of aid, and specialists in

different medical fields were trained to assist

Angolan staff in hospitals constructed by Chinese

firms.16

A White Paper released in 2011 by the Chinese State

Council's Information Office, which published official

information on the management and distribution of

the country's foreign assistance for the first time,

indicated that the amount of finances budgeted for

foreign assistance grew by almost 30 per cent

annually from 2004 to 2009.17  Accordingly, 46 per

cent of all foreign aid was distributed in Africa, while

33 per cent went to Asia, and 13 per cent went to

Latin America and the Caribbean.

With regard to the sectoral distribution of aid, 61

per cent of all concessional loans were diverted

towards projects relating to the construction of

economic infrastructure, while approximately 16 per

cent was diverted towards projects relating to

industrial development, and 9 per cent was diverted

towards energy and resources development.

9.2.2 South Korea9.2.2 South Korea9.2.2 South Korea9.2.2 South Korea9.2.2 South Korea

Another significant non-traditional donor playing a

key role in the development landscape is China's

eastern neighbour, South Korea. The country has

been engaged in the provision of aid since the mid-

1960s. Over time, the purposes behind its ODA have

evolved and changed. It was initially seen as an

instrument to establish and maintain international

relations between South Korea and the international

community. From the late 1980s and 1990s, the

provision of aid was closely related to economic

interests, with a dependence on external trade.

South Korea promoted exports to the developing

world with the motive of expanding Korean

businesses overseas through development aid

activities.

While it has been an ODA donor for several decades

now, data indicate that it has become much more

actively involved over the last decade, with ODA

levels rising from US$ 255 million 2001 to US$ 1.75

billion by 2012.18  Although South Korean aid is

shifting towards a DAC model, it carefully balances

traditional economic interests, universal values and

recipient humanitarian interests when considering

its donor model. Therefore, the South Korean pattern

of donor aid is transforming into a mixed form of

commercialism and universalism. The government

is adopting an ODA model which focuses on

education and human resource development; health

sector; poverty reduction; and governance.19

South Korean aid is also highly concentrated in

economic sectors such as communications and

transpor tation. A breakdown of the sectoral

South Korean
pattern of
donor aid is
transforming
into a mixed
form of com-
mercialism and
universalism.

16    McCormick, D. (2008), "China and India as Africa's New Donors: The Impact of Aid on Development", Review of African Political Economy,
pp. 73-92.

17 Provost, C., (2011), "China Publishes First Report on Foreign Aid Policy", The Guardian, available at http://www.theguardian.com/global-
development/2011/apr/28/china-foreign-aid-policy-report.

18 OECD (2014), "Query Wizard for International Development Statistics", available at https://stats.oecd.org/qwids/.
19 Kondoh, H., et al., (2010), "Diversity and Transformation of Aid Patterns in Asia's Emerging Donors", JICA Research Institute, Japan.
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distribution of South Korea's ODA reveals that the

largest portion in 2012 went towards developing

transport and storage services (22 per cent),

followed by agriculture, forestry, and fishing (18 per

cent), government and civil society programmes (15

per cent), health (13 per cent), water supply and

sanitation (12 per cent), and education (8 per

cent).20  The data also indicate that South Korea

also has regional targets for aid allocation. The

largest por tion of development assistance is

diverted towards Southeast Asia, including Vietnam,

Laos, Cambodia, and the Philippines, drawing in

38 per cent of total ODA in 2012, followed by Africa,

receiving 26 per cent, and South and Central Asia,

receiving 23 per cent.

9.2.3 India9.2.3 India9.2.3 India9.2.3 India9.2.3 India

Another emerging donor in the Asian landscape is

India. The country is striving for a more egalitarian

demand-driven approach to development

assistance, whereby recipient countries determine

the overall nature of development assistance and

specific assistance projects to their country. This is

seen as different to more supply-driven approaches

of most DAC countries, where lending is most often

determined in the countries' capitals by donor

countries in coordination with recipient countries.

In fact, it is argued that India's approach can impact

the DAC country framework in the future.21

India's transition from a recipient of aid to a provider

of aid is noteworthy. Current trends suggest that

India could become a net exporter of aid due to

cumulative factors including India's self-conscious

role as an emerging power, competition with China

for political influence and energy resources; and a

belief that providing assistance for political and

economic reasons could be a highly effective

means of improving relations. As such, India's ODA

has rapidly risen by a compound growth rate of 6.9

per cent from 2004-2010.22

It is also noteworthy that India's donor aid-related

activities do not follow the traditional definition of

the DAC. There are three parts to India's donor aid

related activities. Namely, grants and preferential

bilateral loans to governments, contributions to

international organizations and financial

institutions, and subsidies for preferential bilateral

loans provided through the Export Import (EXIM)

Bank of India. While OECD countries promote the

DAC's focus on developing the social sector, India's

approach to aid is informed by its own experience

of development within democracy and growth.23

The South-South cooperation principles continue

to guide Indian aid, with the aim of making it more

adaptive and more affordable to developing

countr ies. As such, India places strategic

importance on its neighbours. The bulk of India's

ODA is directed to Bhutan, Afghanistan, and Nepal

where approximately 60 per cent of Indian ODA is

spent on training civil servants, engineers, and

public sector managers. Thirty per cent of ODA is

utilized for providing soft loans to governments to

enable the purchase of Indian equipment, public

health infrastructure or railway equipment, while a

further 10 per cent is spent on project related costs

abroad, namely, feasibility studies or technical

expertise from India on government run

institutions.24

Indian focus on smaller interventions allow

recipient countries to define their own priorities

and encourage mutual economic growth and long-

term trade linkages as opposed to a purely

20   OECD (2014), "Query Wizard for International Development Statistics", available at https://stats.oecd.org/qwids/.
21 Mullen, R. D., (2013), India's Development Assistance: Will It Change the Global Development Finance Paradigm?, New York University

School of Law, US.
22 Agarwal, S., (2010), "A Brave New World of 'Emerging', 'Non-DAC' Donors and their Differences from Traditional Donors", NN44 Policy

Brief, Network for International Policies and Cooperation in Education and Training.
23 Chanana, D., (2010), "India's Transition to Global Donor: Limitations and Prospects", Real Instituto Elcano, Spain.
24 Agarwal, S. (2010), "A Brave New World of 'Emerging', 'Non-DAC' Donors and their Differences from Traditional Donors", NN44 Policy

Brief, Network for International Policies and Cooperation in Education and Training.



174

STATE OF THE ECONOMY 2014

development impact. India's aid through technical

assistance or selectively financing of hard

infrastructure is often unconditional and tied with a

substantial proportion spent by India. Given that

India cannot offer large grants and instead offers

low impact long-term engagements, it generates

goodwill by creating local capacity and soft

infrastructure through consultation services.25  One

example of this is the Pan African e-network, which

is a project funded by grants received from the

Indian government to connect 47 African countries

with renowned universities and speciality hospitals

in India to build tele-education and tele-medicine

with the motive of enhancing demand for doctors

and university instructors.26

Another example is the Indian Technical and

Economic Cooperation (ITEC) programme, which

is conducted in India where the overall cost of

training was a fraction of the costs in developed

countries, and as such, Indian development

assistance was able to train more in each country.

More importantly, providing training for bureaucrats

and technocrats from many developing economies

has created generations of policy makers and policy

influencers who hold positive views of India. This,

therefore, helps India to forge closer ties with these

countries.

For example, India has provided scholarships for

Kenyan students to study in India and funded ITEC

training for 50 Kenyan bureaucrats.27  This has

therefore helped India to cement close ties with the

Kenyan government whose support was relied upon

in relation to United Nations and other governing

bodies. Similarly, Afghanistan has received over 500

short-term government official training programmes

through ITEC in addition to 500 long-term university

scholarship and other training programmes from the

Indian government sponsored programmes.

As India's development assistance programme and

partnerships have increased, there has been a

regional re-focus of its assistance instruments and

an underlying focus to development partnership

efforts. This is being driven by changing ambitions

on regional and global roles. Data from the Ministry

of External Affairs through which official

development assistance is channelled exhibit a

reorientation in regional focus. A majority of India's

aid is distributed among South Asian countries and

this trend has increased due to an influx of Indian

grants channelled to Afghanistan and Bhutan.

Conversely, grants given to Africa have remained

low at 4 per cent of overall grants lent during the

period 2000-2013.28

Indian aid has also seen a strong focus on securing

natural resources, particularly energy, which feeds

into the booming Indian economy. As such, Bhutan

has constantly remained the largest recipient of

India cannot offer
large grants and
instead offers low
impact long-term
engagements, it
generates good-
will by creating
local capacity
and soft infra-
structure through
consultation
services.

25 Chanana, D. (2010), "India's Transition to Global Donor: Limitations and Prospects", Real Instituto Elcano, Spain
26 Mullen, R. D. (2013), India's Development Assistance: Will It Change the Global Development Finance Paradigm?, New York University

School of Law, US.
27 Ibid.
28 Ministry of External Affairs (2012), Technical Cooperation Division, Government of India.
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Indian development assistance accounting for 49

per cent of the total allocated to be spent between

2000/01 and 2013/14, mostly on hydroelectric

projects with an agreement that electricity would

be produced and sold in India.29  Furthermore, India

remains the fifth largest development assistance

provider in Afghanistan with a commitment of US$

2 billion with over US$ 1.2 billion already disbursed

on projects including hydroelectricity in Herat

Province and power transmission lines elsewhere

in the country.30  Afghanistan continues to play an

important role in its strategic location as a key

gateway for accessing Central Asia's oil and gas

exploration opportunities.

Nonetheless, despite large foreign policy ambitions

and continued decentralized structure of

administering developmental assistance among

different ministr ies and within ministr ies,

deficiencies in institutional capacity to deliver large

quantities of aid effectively are prevalent. Critics

argue that India's aid programmes are limited due

to insufficient availability of resources, a lack of

transparency and long-term strategic planning.

Furthermore, rising expectations of aid recipients

and India's capacity to closely monitor the

effectiveness of the aid have outpaced the

necessary processes of institutional adaptation.31

9.3 The Role of Emerging
Donors in Sri Lanka
With regard to the donor landscape in Sri Lanka,

much has changed within the last decade. As a

result of reaching a greater level of per capita

income and subsequent classification as a lower

middle income country, Sri Lanka no longer has

access to certain forms of concessional financing

from multilateral donors such as the ADB and the

World Bank. In fact, a larger proportion of ADBs

financial assistance to Sri Lanka now comes from

the Ordinary Capital Resources mechanism, which

utilizes the London Interbank Offered Rate (LIBOR)

in addition to a small premium, while World Bank

loans to Sri Lanka have a substantially shorter

repayment period of approximately 20 years,

compared to maturity periods of up to 40 years

which the country enjoyed earlier.32

In addition to changes in financing among

multilateral donors, Sri Lanka has also experienced

a decline in financing from Western bilateral donors

more recently as a result of the conflict and related

allegations levelled by the West on human rights

issues. Whilst the volume of aid from traditional

donors like the US and the UK was fairly limited to

begin with, it was further curtailed in the post-war

period. Countries like China, less concerned with

non-economic issues, have stepped in and the

country has seen a significant change in its

development finance landscape in recent years. In

addition, Sri Lanka too has been more vocal in

ensuring that external assistance is directed at

national development priorities of the country.

Table 9.1 gives a summary of foreign financing

commitments to Sri Lanka by way of both loans and

grants from traditional and emerging bilateral donors

over the period 2006-2012. The bulk of

commitments (92 per cent) have come by way of

loans during this period. Clearly, the predominance

of China as a key development partner for Sri Lanka

is evident. Of the total foreign financing

commitments, China accounts for 42 per cent,

followed by Japan (25 per cent) and India (14.5 per

cent). Thus, more than 80 per cent of Sri Lanka's

29 Mullen, R. D. (2013), India's Development Assistance: Will It Change the Global Development Finance Paradigm?, New York University
School of Law, US.

30 Ministry of External Affairs (2012), Technical Cooperation Division, Government of India.
31 Chin, G., and F. Quadir (2013), “Development Aid and the Rise of New Donors”, Asia Research Brief, York Centre for Asian Research,

Canada.
32 De Mel, D. and A. De Silva (2012), “Sri Lanka”, in Kelegama, S. (ed.), Foreign Aid in South Asia: The Emerging Scenario, Institute of

Policy Studies of Sri Lanka, Colombo.
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post-2006 external development finance has

originated from Asia.

There are clear differences amongst the emerging

bilateral donors as well. India has provided nearly

20 per cent of its commitments by way of grants.

The shares for China (0.6 per cent) and South Korea

(2.8 per cent) by comparison are miniscule. Thus,

India's donor interests in Sri Lanka are clearly a

little different from the other emerging donors. India

has been providing outright grants, particularly for

development of the former conflict-affected zones,

arising from India's own socio-political interests in

the South Asian region.

With forty years of formal development cooperation

between India and Sri Lanka, Indian assistance to

Sri Lanka saw a rapid increase from 2008.  The

EXIM Bank of India initiated increased funding in

the areas of railways and water supply, while grant

assistance is also provided for housing, human

resource development and livelihood development.

Indian assistance during the period 2008 to 2013

amounted to US$ 966 million. The total

commitments pledged during 2008-2012 were US$

1,126 million as loans, and a further US$ 296 million

as grants. The highest disbursement was made for

railway development (US$ 590 million), with the

second largest commitment for livelihood

development (US$ 288 million) and a further US$

60.7 million to water supply development.

A noteworthy observation regarding Indian ODA

disbursements to Sri Lanka is the focus on financing

projects located in the Northern and Eastern

Provinces of the country, particularly in the years

following the end of the conflict. In fact, during the

Table 9.1
Foreign Financing Commitments by Bilateral Donor, 2006-2012 (US$ million)

Loans Grants Country Total

China 4087.3 23.7 4111.0

Japan 2249.9 167.8 2417.7

India 1126.9 295.7 1422.6

Russia 300.0 0.0 300.0

Netherlands 151.6 83.9 235.5

South Korea 225.2 6.2 231.4

France 135.8 0.0 135.8

Australia 105.2 29 134.2

Iran 111.2 0.0 111.2

Saudi Arabia 106.1 0.0 106.1

Sweden 73.8 7.8 81.6

US 0.0 77.1 77.1

Hungary 70.2 0.0 70.2

Germany 42.4 26 68.4

Kuwait 45.0 0.0 45.0

UK 44.1 0.0 44.1

Spain 31.1 0.0 31.1

Other bilateral 140.6 28.8 138.6

Total 9046.4 746.0 9792.4

Source: External Resources Department, "Performance Report", Ministry of Finance and Planning, Colombo, various years.
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period 2011-2013, an average of 64 per cent of

total loans and grants disbursed by India were

spent on projects in these two provinces, including

railway projects, vocational training centres,

rehabilitation of the Kankasanthurai harbour, and

housing units.33  It has been pointed out that India

attaches few conditions to grants given to Sri Lanka

because a large proportion of the loan

programmes are tied, and motivated by security

priorities, electoral considerations, commercial

opportunities and geopolitical concerns, including

Sri Lanka's relations with China and Pakistan.34

China has played a substantial role in overseas

development assistance to Sri Lanka, contributing

approximately US$ 6 billion since 1971.35  Close to

94 per cent of this amount was disbursed in the

last decade alone, with annual commitments

reaching up to US$1 billion between 2005 and 2013.

The key areas in which these funds have been

invested include roads and transportation, power

and energy, and ports, which received 34 per cent,

30 per cent, and 26 per cent as of 2013, respectively.

A key source of Chinese funding is the Export-

Import (EXIM) Bank of China, which accounts for

over 75 per cent of all Chinese lending, along with

the China Development Bank (CDB), and the

Industrial and Commercial Bank of China (ICBC),

which together account for approximately 15 per

cent of loans.

Thus, China has been a significant partner in Sri

Lanka's post-conflict dr ive to improve its

infrastructure services. China has underwritten key

projects including in the road sector (e.g., Southern

Expressway Extension, Katunayake Airpor t

Expressway, Outer Circular Highway, rehabilitation

of road networks around the country), ports

(Colombo Port Expansion Project, Hambantota

Port), airports (Mattala International Airport), energy

(Norochcholai coal power plant), and in other areas

such as railways, irrigation and water resource

management, etc.

Another key player in the non-traditional

development community in Sri Lanka is South

Korea. Since 2005, South Korea has committed to

providing loans for specific projects worth close to

US$ 300 million over a period of nine years.36  The

primary source of these loans is the Economic

Development Cooperation Fund (EDCF) of the

Export-Import Bank of Korea, which has provided

loan assistance in the form of three Framework

Arrangements since 2008. These Framework

Arrangements act as a ceiling for total loans

financed under the EDCF during a stipulated period

of time, and were recorded at US$ 140 million for

2008, US$ 200 million for the period 2009-12, and

US$ 290 million for the period 2012-15.

Financial assistance from the government of South

Korea has gone towards projects in a variety of

sectors, ranging from education to water supply

management. The construction of roads and bridges

received the largest amount of assistance between

2005 and 2013 (33 per cent), followed by water

33 External Resources Department (2013), “Global Partnership Towards Development”, Ministry of Finance and Planning, Colombo.
34   Amarasinghe, D., and J. Rebert (2013), “Dynamics and Trends of Foreign Aid in Sri Lanka: Exploring Space for Context-sensitive Aid

Delivery”, International Alert.
35 External Resources Department (2013), “Global Partnership Towards Development”, Ministry of Finance and Planning, Colombo.
36 Ibid.
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supply management (27 per cent), and

environment-related projects (11 per cent).37

Another type of assistance received from South

Korea is in the form of grants, disbursed by Korea

International Cooperation Agency (KOICA). These

grants are usually meant to fund small-scale

projects in the form of feasibility studies for future

projects that receive funding under the larger ECDF

loan programme. The total received by Sri Lanka

during 2005-2013 was US$ 38.6 million, with almost

80 per cent channelled towards the development

of water and sanitation services.

In addition, South Korea's Ministry of Strategy and

Finance introduced the Knowledge Sharing

Programme (KSP) to Sri Lanka in 2010, which seeks

to conduct policy research and consultation for the

benefit of partner developing countries using the

country's knowledge of its own development

process. As of 2012, KSP was engaged in projects

which sought to promote exports and FDI by

enhancing the competitiveness of the SME sector

in Sri Lanka.38

Overall, as Sri Lanka's relationships with traditional

donors have become strained, there has been

greater reliance on aid from non-traditional

development partners, especially China. Whilst it

can be argued that the priorities of non-traditional

donors are not always the same as traditional

donors, the former are also more apt to consider

the ground realities in seeking greater influence and

engagement through aid assistance. As such, the

importance and relevance of China and India in Sri

Lanka's development assistance process has also

changed significantly in the recent past.

9.4 Conclusion
As the global economy begins to be reshaped by

the new emerging powers, so too is the aid industry.

Aid from traditional donors to Asia has been

declining while the volume of development

cooperation from non-OECD DAC members has

been increasing. The presence of Asian aid

providers such as India, China and South Korea is

visible across the world, and these Asian giants

have changed the nature of international

cooperation relationships, referring to themselves

as South-South cooperation partners rather than

as 'donors'.

The underlying motives for Chinese and Indian

donor aid are widely deliberated. Both countries

compete to obtain the lion's share of the market. As

such, this form of cooperation combines aid with

market mechanisms such as trade and investment,

thus embodying a win-win principle which is at the

heart of these donor aid countries.

In the Sri Lankan context, it is observed that China

is the largest provider of development assistance,

followed closely by India and South Korea. Amidst

the fastest growing competing Asian economies, Sri

Lanka stands to benefit from the development aid

obtained from these giants. Besides financing,

available mechanisms for aid delivery can harness

the possibilities of exchanging technological know-

how to enhance skilled labour and links to modern

technology. At the same time, Sri Lanka must ensure

that ODA available for the country suppor ts

sustainable development efforts and protection of

the country's economic and social structures. A

balancing of power politics and a strong vision in

foreign policy implementation will help ensure that

the country stands to benefit from rising new donors

in the Asian region.

37 Ibid.
38 Kim, Yulan and MoonJoong Tcha (2012), "Introduction to the Knowledge Sharing Program (KSP) of Korea", Center for International

Development, Korea Development Institute.


