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ONE’s Submission to the Senior Level Meeting of the OECD DAC, 6-7 October 2014 

Pursuant to the DAC’s current discussions on modernising ODA, and in recognition of the timing of these 

discussions ahead of the Third Financing for Development summit in Addis Ababa in 2015, the ONE 

Campaign is pleased to submit recommendations on strengthening and refining the measurement of 

ODA.  

 

In addition to having an impact on reported donor aid volumes, the revision of ODA will have important 

implications in terms of the quality and credibility of aid. There is a real opportunity to refresh the ODA 

concept and to ensure its relevance beyond 2015, as well as to improve the architecture that measures 

broader development finance. In light of this, ONE proposes the following eight core principles: 

  

 Effectively engage and coordinate with the post-2015 and Financing for Development processes - 

The third international conference on financing for development taking place in July 2015 in Addis 

Ababa presents a golden opportunity to bring together, in preparation for the UN post-2015 summit 

in September 2015, all of the ongoing processes on development financing, with the aim of 

developing a universally agreed and robust financing framework to serve the world’s new sustainable 

development goals. The OECD DAC should engage in these processes and have a constructive 

dialogue on how to improve the quantity, quality and measurement of ODA, along with other key 

flows for development. The new measure of total official support for development (TOSD) will be 

critical to effectively measure official contributions beyond ODA such as Global Public Goods.  

 

 Continue to make the current process more transparent, accessible and inclusive – We welcome 

efforts to increase transparency and inclusion of the OECD DAC process to reform its measurement 

system. But partner countries’ governments as well as civil society should be more actively involved 

in order to produce an outcome that is truly beneficial for those who are directly concerned. 

Materials and documents should not only be made publicly accessible, but also more easily 

understandable to interested parties.  

 

 ODA, in particular grant aid, should be focused on countries with the greatest need and with the 

least access to other sources of finance. Financial resources from all sources will be critical to ending 

poverty and will need to make significant contributions to the New Development Agenda. However, 

ODA will continue to be a vital source of financing for the world’s poorest countries that are not able 

to attract high volumes of other types of external finance or mobilise sufficient domestic resources. At 

their ministerial meeting in Benin in July 2014, ministers and representatives of the least developed 

countries (LDCs) called on donors to channel half of all their aid to such countries. In line with calls by 

LDCs, donor countries should firmly commit to give 50% of their aid to the LDCs. The existing 0.15–

0.20% ODA/GNI benchmark for LDCs could be used as an interim target for some donors that are 

already close to meeting it, while actually setting the bar at 0.35% (50% of 0.7% GNI). Donors should 

set out concrete timetables to meet both targets as soon as possible. Donors should also publicly 

commit to the DAC recommendation to give 90% of aid to LDCs in the form of grants. 

 

 Concessional loans should be provided only to countries that can sustain debt. Concessional loans 

are an important source of financing, particularly in middle income countries (MICs) and for 

productive investments. However, donors must ensure such loans do not escalate debt vulnerabilities 

in developing countries. ODA loans must be provided only to those developing countries that can 
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realistically sustain debt. An effective and independent debt sustainability assessment should be 

developed to guide lending to developing countries, and a debt sustainability criterion should be 

established for loans to count as aid. In addition, a risk-adjusted discount rate to assess loan 

concessionality should be avoided in order not to incentivise ODA lending to the poorest countries 

that are unable to sustain debt. 

 

 Only the grant equivalent of concessional loans should be recorded as ODA and interest 

repayments should be recorded in net loan figures. Recording only the concessional component 

would more accurately capture donors’ budgetary efforts and would enable all concessional portions 

of lending (however small) to count as aid. Both capital and interest repayments should be captured 

in the broader measure of TOSD to give a true picture of flows in and out of developing countries. 

 

 Concessionality rules should reflect today’s market conditions. The 10% discount rate is too high in 

comparison with the interest rates at which donors can borrow capital today, thus overvaluing the 

concessionality of loans and allowing unsubsidised (and even profitable) loans to meet ODA 

requirements. While such loans can be a valuable resource in the right circumstances and should be 

effectively tracked, they should not count as ODA. A more realistic risk-neutral discount rate, such as 

the flat 5% rate used currently by the IMF/World Bank in their own concessionality test, or the 

Differentiated Discount Rates (DDR), appear to be the most promising options for overcoming the 

impasse over concessionality and offering a proper and effective measurement of the concessionality 

of lending to developing countries.  

 

 Debt relief should not count as ODA. While debt relief is immensely valuable and frees up domestic 

government expenditures that would otherwise go service to debt payments, the rules for counting 

bilateral debt cancellation as ODA overstate the value of debt relief from both the recipient and donor 

perspectives, and debt relief effectively artificially boosts ODA in some years. Donor countries should 

be credited for the budget allocations they make for bilateral debt relief (e.g. in TOSD reporting). 

But they need to make budgetary provisions to achieve their ODA targets without relying on ODA 

inflated by bilateral debt cancellation figures.  

 

 The majority of in-donor costs should not count as ODA. Current aid statistics include a large volume 

of money that never actually reaches developing countries. Furthermore, in-donor ‘aid’ spending 

undermines the overall credibility of development assistance. Administrative costs should be reduced 

at a reasonable threshold and other in-donor expenditures should be excluded from aid, but should 

be included in the new measure of TOSD. 

 

 

 

 

 

For more information, please contact Isabelle de Lichtervelde, isabelle.delichtervelde@one.org.  
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