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Abstract

Multi-bi ODA – a hybrid form of bilateral aid - is a finance for development (or
development financing) contributed by donor countries to multilateral organizations
that is earmarked at any level – to a specific country, region, sector or theme and has
unique positioning which contains the characteristics of both bilateral and multilateral
aid in its aid framework. Over the past few decades, the development environment has
become more complex and multifaceted than previous years due to the increasing
interactions among nations and emergence of new global challenges (e.g., HIV/AIDS,
natural disasters, global warming, etc).
Notably, this has doubled the importance of multilateral cooperation since it
enables donor countries to cope with the changing environment and increasing global
challenges with abundant expertise, hands-on experiences, and specialized knowledge

i

supported by multilateral organizations. As a result, this has fostered the emergence of
a new development financing termed multi-bi ODA (also referred to as multi-bilateral
ODA) in that it maintains strong ties with both donor countries and multilateral
organizations. In this multi-bi aid framework, donor countries seek to cooperate with
multilateral organizations in various development activities despite the bilateral nature
of multi-bi ODA, and as a result, the roles of multilateral organizations have gained
importance and the relationship between donor countries and multilateral organizations
has been further highlighted in the multi-bi aid framework compared to the ordinary
bilateral and multilateral aid.
However, it is notable that the relationship of donor countries and multilateral
organizations in multi-bi ODA is not always cooperative and mutually beneficial since
the both sides have their own interests and strategic goals on various development
issues. In fact, the complex and multifaceted development environment that was
explained earlier is not only the issue of donor countries and recipient countries, but it
can also be applied to the relationship of donor countries and multilateral organizations
in multi-bi ODA. That is, both donor countries and multilateral organizations seek to
cooperate on development but it is a remaining dilemma that they come to have some
amount of conflict in the process of development due to the changing development
environment and increasing global challenges.
In this sense, this study has adopted a ‘Principal-Agent Model’ to analyze the
relationship of donor countries and multilateral organizations in multi-bi ODA and
seeks to focus on the hybrid nature of multi-bi ODA for further analysis.
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1. Introduction

1.1. Research Background and Objectives

Official Development Assistance (ODA) is a term coined by the Development
Assistance Committee (DAC) of the Organization for Economic Co-operation and
Development (OECD). It includes various aid modalities such as budget support,
basket funds, pooled funding, and project-type interventions. The OECD defines ODA
as “those flows to countries and territories on the DAC List of ODA Recipients and to
multilateral institutions.”

1

Since the term ODA was adopted by the OECD, the overall size of ODA has
expanded immensely which has triggered much research and discussion on the subject
of which form of ODA – bilateral or multilateral – facilitates better aid. However, this
issue does not yield itself easily to clear-cut analysis and categorization, as the impacts
and consequences for both the donors and recipients are influenced by numerous
factors.
In general, small donors tend to favor multilateral aid since the costs of running
their own programs can be substantial, while in comparison, large donors with
abundant experience and extensive overseas networks prefer a strongly bilateral
1
Definition of the OECD: “1) Provided by official agencies, including state and local
governments, or by their executive agencies; and 2) each transaction of which: a) is
administered with the promotion of the economic development and welfare of developing
countries as its main objective; and b) is concessional in character and conveys a grant element
of at least 25 per cent (calculated at a rate of discount of 10 per cent).”
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approach as this enables them to expedite their own aid objectives and interests (Fues,
2010, pp. 1-3).
Furthermore, on politically sensitive issues such as democracy-building and crisis
prevention, bilateral donors particularly tend to choose multilateral aid since
multilateral Organizations are regarded as being politically neutral in relative terms
(Finn Tarp, 2002, pp. 28-29; OECD, 2012a). The increased volume of ODA and
enhanced complexity of aid architectures have also made the choice between bilateral
and multilateral aid more difficult due to the growing numbers of global challenges HIV/AIDS, natural disaster, climate change, and food crisis – as well as the addition of
new stakeholders in the process of international development (Acharya, 2006).
These factors, however, also serve to underscore the increased importance of
multilateral aid, which has been hailed as one of the most effective vehicles for coping
with these global challenges (OECD, 2011a).2 The reasoning behind this evaluation is
that multilateral aid has a comparative advantage over bilateral aid due to its superiorly
skilled workforce, professional expertise, and abundant fieldwork experiences.3
In spite of all this, the growth of ODA has currently slowed and a number of
multilateral Organizations have been facing budget constraints since bilateral donors
began limiting their spending on ODA contribution (OECD, 2010b). The future

2

“Multilateral aid has a vital role to play in responding to global challenges such as food
security, climate change, and conflict. We have shaped a complex multilateral system with
structures to suit diverse objectives and subject to responsibility to ensure its effectiveness for
the benefit of our partner countries.”, by J. Brian Atwood (DAC Chair)
3
For example, many UN agencies have a number of Country Offices (CO) and local staffs in
developing countries and UNDP, UNICEF, and WFP are the exemplary entities which are
particularly field-oriented.
2

prospects for multilateral aid are also on the gray side because most DAC countries are
expected to either maintain or decrease the present size of multilateral ODA despite the
increasing needs to expand aid (OECD, 2012a).4
Moreover, bilateral donors have been facing growing pressure from their
legislative bodies and civil societies to restrict multilateral aid and perform closer
investigations on the efficiency of multilateral ODA (OECD, 2011a). The cause of this
political climate is an increasing awareness that large amount of ODA is mobilized by
tax payment and those domestic resources comprise the backbone of ODA. The
worldwide economic downturn has also influenced donor countries to be more hesitant
towards engaging in multilateral aid (OECD, 2010b).
In an effort to overcome these difficulties, another aid framework - which uses
multilateral channels for the delivery of bilateral aid - emerged in the mid-1990s, and
in collaboration with both bilateral donors and multilateral organizations, contributed
to revitalizing ODA contribution (Sagasti, 2005).
Multi-bi ODA allows donor countries to track the records of their own ODA
contributions, which more importantly, also enables multilateral organizations to
attract more financial contribution from donor countries by helping raise aid visibility
particularly in the eyes of domestic constituencies of donor countries (OECD, 2011a).
A detailed analysis on the relationship between these factors and the increase of
multi-bi ODA will follow.

4

2012-2015 OECD/DAC Survey on Donors’ Forward Spending Plans
3

1.1.1. Overview of Multi-Bi ODA

With the increasing importance of multilateral cooperation in a broader context,
multi-bi ODA5 has gained its significance in that it uses multilateral channels for the
delivery of aid. Furthermore, multi-bi ODA maintains tighter networks between
bilateral donors and multilateral organizations since bilateral donors earmark the ODA
resources even though it is included within the range of multilateral cooperation.
That is, multi-bi ODA has its unique positioning since it is a hybrid compound
which contains both characteristics of bilateral and multilateral aid at the same time.
According to the OECD, multi-bi ODA is defined as “contributions to multilateral
organizations that are earmarked at any level – to a specific country, region, sector or
theme” and it is reported as part of donors’ bilateral ODA (OECD, 2011a).
This distinctive feature of multi-bi ODA, which belongs to a form of bilateral aid,
has similarity with ‘tied aid (another form of bilateral aid)’ since multi-bi ODA is a
resource which is ‘earmarked’ on certain subjects as ‘earmarked’ natures of tied aid. In
this sense, tied aid can be also understood as a similar concept with multi-bi ODA even
though the main concern of tied aid lies on the procurement process in a recipient
country.6 The difference between multi-bi ODA and tied aid lies on the fact that
multilateral organizations are tied for the use of ODA resources by bilateral donors’
5
Multi-bi ODA is sometimes referred to as non-core resources, non-core multilateral ODA,
and earmarked funding (OECD)
6
“Tied aid is foreign aid that must be spent in the country providing the aid (the donor country)
or in a group of selected countries. A developed country will provide a bilateral loan or grant to
a developing country, but mandate that the money be spent on goods or services produced in the
selected country. From this it follows that untied aid has no geographical limitations (OECD).”

4

earmarking in case of multi-bi ODA, whereas recipient countries are tightly tied by
bilateral donors’ intervention on the procurement process in tied aid. These are the
distinctive similarities and disparities found in the aid frameworks of both multi-bi
ODA and tied aid and they have respective implications to the discussion of bilateral
aid.
In another definition, the OECD says that multi-bi ODA includes earmarked
contributions to trust funds (TFs), joint programmes (JPs), and specific activities
within a country programme (OECD, 2012a). The Figure 1-1 shows the examples of
multi-bi ODA, and notably, a number of trust funds are being managed by the World
Bank and the United Nations.
As exemplified in Figure 1-1, the two biggest multilateral organizations for
operating trust funds7 are the World Bank and the United Nations, and in addition,
large numbers of joint programmes are being managed by the United Nations in
various areas and subjects (UNDG, 2006). Particularly, in the joint programmes of the
United Nations, there are three different modalities; 1) pooled funding, 2) pass-through
funding, and 3) parallel funding and the specifics in each modality will be explained in
Chapter 4.4.

7
The World Bank alone manages over 1,000 main trust funds and the UN also has various trust
funds particularly administered by UNDP (Reinsberg, 2012). Sometimes, trust fund can also
mean the name of an initiative which is operated by trust fund resources as the example of EFA
FTI (Education for All Fast Track Initiative) and GPE (Global Partnership for Education) Trust
Fund. That is, the term ‘trust fund’ can mean both trust fund resources and an initiative based on
different perspectives.

5

Table 1-1. Examples of multi-bi ODA channeled through multilateral Organizations
Description

Multilateral channel

Afghanistan Reconstruction Trust Fund

World Bank

Central Emergency Response Fund (CERF)

UNOCHA

Clean Technology Fund

World Bank

Congo Basin Forest Fund

African Development Bank

Consolidated appeal for Iraq and the region

UNHCR

DRC Humanitarian Pooled Fund

UNDP

Education For All - Fast Track Initiative

World Bank

Emergency Program in the Horn of Africa

World Food Programme (WFP)

Environment Transformation Fund

World Bank

Global Agriculture and Food Security Program

World Bank

Jakarta Multi-donor Trust Fund

World Bank

Law and Order Trust Fund - Afghanistan

UNDP

Polio eradication

WHO

Spain-ECOWAS

World Bank

Tropical diseases research

WHO

UN-REDD

UNDP

Water and Sanitation Fund

Inter-American Development Bank

Water Financing Facility

Asian Development Bank

West Africa regional market development

World Bank

Source: OECD (2011a: 30)

Then, what are the benefits of multi-bi ODA for donor countries and multilateral
organizations? As seen in Figure 1-1, the biggest appeal of multi-bi ODA for donor
countries is that it allows donor countries to voluntarily choose specific sectors, themes,
countries, or regions to which they allocate their ODA resources. By doing this, donor
countries can have aid visibility maintained and they can also exploit accumulated
6

expertise and various hands-on experiences of multilateral organizations in
collaboration with them. Furthermore, donor countries can utilize the local networks of
multilateral Organizations by delivering their ODA through multilateral channels
(OECD, 2011a). Lastly, donors can avoid the concerns of politicization because it uses
multilateral channels, which is regarded as more politically neutral than bilateral
donors (OECD, 2011a).
For multilateral organizations, they can ensure that donor countries will contribute
certain amount of aid resources to them based on ODA commitments which can help
escalate aid predictability from the multilaterals’ perspectives. As a result, this will
enable them to sustain their developmental programmes and projects in a longer term
perspective (OECD, 2012a).

Figure 1-1. Advantages and disadvantages of multi-bi ODA

From the perspective of

Partner country

Advantages

Disadvantages

- Trust fund steering committee - Trust fund steering committee
may offer more representative
may offer less representative
governance arrangements for
governance arrangements for
partner countries than
partner countries than
organization’s Board.
organization's Board.
- Enhanced harmonisation among - Blurred lines of accountability in
donors, especially where it
disbursement
replaces parallel bilateral
initiatives.
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- Increases overall resource
- Hollows out governance,
envelope of the organization
bypasses Board decisions
- If multi-donor, preferable to
- Increases transactions costs
multiple parallel bilateral
(including reporting)
Multilateral Organization initiatives
- May conflict with the
organization’s core policies or
- For specific, critical and timebound purposes, preferable to the strategy
creation of a new organization

Bilateral donor

- Ability to focus on specific
sectors, regions, countries
(including fragile states) where
multilaterals have more expertise
or a stronger presence to
complement bilateral
programming.
- Can make contributions more
visible
- Can circumvent onerous Board
decisions
- ‘Pilot’ for setting up stand-alone
funds or organizations

- Core contributions from donors
may subsidise non-core funds'
administrative costs
- ‘Multilateralization’ of bilateral
aid

Source: OECD (2011a: 29).
Looking back on the origins of multi-bi ODA, multi-bi ODA began to emerge
since the mid-1990s and this was mainly by establishing trust funds and co-financing
projects (Sagasti, 2005).8 This has reduced the amounts of multilateral ODA while it
increased multi-bi ODA (Sagasti, 2005). Thus, the history of multi-bi ODA is relatively
short and its structures of aid process are observed as being unique.

8
“The increasingly important role of Japan in the world economy during the 1980s and the
weakness of its development assistance organizations led to a growing reliance on multilateral
institutions to channel Japanese aid. This was done through larger contributions to multilateral
concessional assistance funds (e.g., IDA, Asian Development Fund), and through co-financing
arrangements and the establishment of trust funds (Sagasti 2005).”

8

Another distinctive feature of multi-bi ODA is found at the multilateral
organizations which the funding is channeled through. As can be seen in Figure 1-2,
the largest volume of multi-bi ODA is channeled through UN Funds and Programmes.
Further, according to the annual report of the UN Secretary-General on the funding of
activities for development, 74% of total funding of UN operational activities for
development (including humanitarian assistance) relies on multi-bi ODA (non-core
resources) and the share of multi-bi ODA is still growing (United Nations, 2012a).
As a result, the United Nations has the strongest presence in this paper due to its
heaviest reliance on multi-bi ODA compared to other multilateral organizations.

Figure 1-2. Total Share of Multi-Bi and Multilateral ODA in the Multilateral System
(excluding debt relief and contributions from EU Institutions, in constant 2010 prices)
16
14
12

UNFPA

34%

10

UNRWA

10%

8

UNHCR
UNICEF

6

16%

4

WFP

2

12%

ILO

23%

UNDP

FAO
25%

WHO

UNOCH

18%

0
EU

World Bank

UN Funds

Institutions

Group

and

Other UN

Regional

Other

Development multilaterals

Programmes
Multilateral ODA

Source: OECD (2012a: 10)

9

Banks
Multi-bi ODA

1.1.2. Bilateralization and Multilateralization

Multi-bi ODA holds a unique position in aid frameworks due to its triangular
relationship among bilateral donors, multilateral organizations, and recipient countries.
From the bilateral donors’ stances, multi-bi ODA can be categorized into either
‘bilateralization of multilateral aid’ or ‘multilateralization of bilateral aid’ as described
in Figure 1-3 and both concepts reflect the fundamental natures of multi-bi ODA
(Sagasti, 2005).

Figure 1-3. Descriptions of Bilateralization and Multilateralization

The two distinctive trends of multi-bi ODA - bilateralization of multilateral aid
and multilateralization of bilateral aid - have emerged since donor countries seek to
deliver their ODA resources channeling through multilateral organizations to specific
regions, countries, sectors, or themes and this process is based on earmarking ODA

10

(bilateral or multilateral aid) by donor countries. This favorability of donor countries
towards earmarked resources has resulted in the creation of new aid framework (multibi ODA), and at the same time, the importance of ‘monitoring and evaluation9’ has
increased since donor countries seek to supervise multilateral organizations if their
ODA resources are being delivered - channeling through multilateral organizations - to
recipient countries upon their earmarking requests (Sagasti, 2005; OECD, 2011a).
Particularly, bilateralization of multilateral aid occurs when donor countries are
discontent with the management of development programmes and projects by
multilateral organizations, and as a result, donor countries come to embed monitoring
and evaluation system to oversight multilateral organizations to improve the outcomes
and effectiveness of multilateral aid (OECD, 2012a). Besides, bilateralization of
multilateral aid is derived from the preference of donor countries towards ‘aid visibility’
and donor countries manage to improve the aid visibility due to the increasing
domestic pressures from legislative bodies and civil societies (OECD, 2011a). Thus, in
this bilateralizing trend of multilateral aid, donor countries seek to maintain tight
control on multilateral organizations to track the records of their ODA contributions
and to monitor whether multilateral organizations are following the earmarked
directions given by donor countries (OECD 2012a; UNDP, 2013b; UNICEF, 2013f;
WFP, 2012b).

9

Monitoring and evaluation is also referred to as ‘M&E’ in short forms (UNDP, 2013b;
UNICEF, 2013f; WFP, 2012b).
11

On the other hand, multilateralization of bilateral aid takes place when donor
countries are in favor of utilizing skilled workforce, overseas networks, and abundant
expertise of multilateral organizations particularly aiming at escalating aid
effectiveness (Sagasti, 2005). Thus, in this multilateralizing trend of bilateral aid, donor
countries seek to earmark their ODA resources to have their bilateral development
programmes and projects supported by multilateral organizations, and at the same time,
the operational direction of multi-bi ODA is determined from the aid effectiveness
perspectives of donor countries.
In sum, ‘aid effectiveness’ is specifically emphasized in multilateralization of
bilateral aid while ‘aid visibility’ is underscored in bilateralization of multilateral aid,
and in addition, it is a matter of choosing either effectiveness or visibility of aid for
donor countries when they move from either bilateral or multilateral aid to multi-bi aid
frameworks.
As a result, these tendencies towards ‘bilateralization’ and ‘multilateralization’
stand for the core characteristics of multi-bi ODA, and accordingly, they are the most
significant issues which need to be further studied since the size of multi-bi ODA and
the importance of multilateral cooperation are gradually increasing. Besides, in line
with the rise of bilateralization and multilateralization issue in multi-bi aid frameworks,
monitoring and evaluation has also become very important for donor countries because
the need to monitor and evaluate multilateral organizations has increased in the
operational process of multi-bi ODA particularly to improve aid effectiveness and
visibility.

12

1.1.3. Research Question

As explained in Chapter 1.1.2, the distinctive features of multi-bi ODA can be
explained by either bilateralization of multilateral aid or multilateralization of bilateral
aid, and at the same time, monitoring and evaluation systems have much significance
in explaining the multi-bi aid frameworks.
Notably, monitoring and evaluation (also referred to as M&E) was originally
designed by donor countries to monitor and evaluate the overall activities of
multilateral organizations in the process of multilateral aid10, and as a result, MOPAN
(Multilateral Organization Performance Assessment Network)

11

was established in

order for donor countries to assess various components in multilateral organizations
from the collective perspectives, particularly based on internationally agreed
assessment principles (MOPAN, 2012a).
But at the same time, it is notable that individual donor countries also seek to
monitor and evaluate their development activities on multi-bi projects and programmes,
10

For instance, donor countries such as Australia and UK also conduct individual monitoring
and evaluation on their multilateral aid and they regularly publish the results of the monitoring
and evaluation to improve aid transparency, accountability, and effectiveness. (AusAID, 2012a;
DFID, 2011). However, to produce a coherent result of monitoring and evaluation, donor
countries agreed on establishing international assessment networks – such as MOPAN and
COMPAS – which aim to assess multilateral organizations based on unified assessment
frameworks (e.g., UNDAF assessment guidelines). However, there are a number of multilateral
organizations – over 210 based on the estimates of the OECD – which makes the
comprehensive assessment of MOPAN difficult. Therefore, MOPAN makes an assessment for
limited numbers of multilateral organizations based on its prioritized assessment plans in a
longer term (MOPAN Homepage).
11
MOPAN (Multilateral Organization Performance Assessment Network) was established in
2002 as a response to international agreement on aid effectiveness and calls for greater donor
harmonization and cooperation. MOPAN adopts the principles of local ownership, alignment,
and harmonization of practices, and results-based management; RBM (MOPAN, 2012a).
13

and this monitoring and evaluation is highly related with the activities of multilateral
organizations (박명지, 2010; 조한슬, 2013).
For example, KOICA (Korea International Cooperation Agency) conducts various
kinds of monitoring and evaluation on their multi-bi projects and programmes, and
through the monitoring and evaluation, it specifically aims to escalate aid visibility,
effectiveness, and overall outcomes of their multi-bi ODA (박명지, 2010; 조한슬,
2013).
Here a question has originally arisen whether the monitoring and evaluation
systems in both multilateral and multi-bi aid are identical or distinguishable, and if
they are not identical, how they would be different.
This was the starting point of this research and the disparities of the monitoring
and evaluation systems in both aids were proven in terms of the scopes in each
monitoring and evaluation based on the extensive literature reviews. For example,
MOPAN focuses on multilateral aid and it does not aim to assess the specific projects
and programmes implemented by donor countries and multilateral organizations in
multi-bi ODA.12 On the other hand, individual donor countries seek to monitor and
evaluate their specific projects and programmes being supported by multi-bi ODA even
though the evaluation reports and monitoring results are – in many cases - not fully
provided to the outside due to the closed nature of multi-bi ODA compared to bilateral
12

Furthermore, MOPAN does not rank the performance of multilateral organizations, either.
But instead, MOPAN aims to encourage discussion among various stakeholders - donor
countries and multilateral organizations - about lessons learned and ways to further build
capacity for organizational effectiveness in multilateral aid (MOPAN, 2012a; 2012b).
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and multilateral aid (OECD, 2011a; Interviews).
In this regard, MOPAN’s monitoring and evaluation is regarded as being more
‘general’ in another aspect while the monitoring and evaluation in multi-bi ODA is
found to be more ‘specific.’ Most importantly, these general and specific natures of
each monitoring and evaluation stand for the very features of both multilateral aid and
multi-bi aid.
From these backgrounds, however, this study seeks to focus on the specific
natures of monitoring and evaluation in multi-bi aid since its objectives of research are
focused on the bilateralizing trend of multilateral aid as explained in Chapter 1.1.2.
Most of all, this study aims to clarify why and how donor countries seek to
monitor and evaluate multilateral organizations in multi-bi ODA, and at the same time,
it will analyze the implications of monitoring and evaluation to multilateral
organizations in multi-bi ODA.
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1.2. Methodological Approach

As explained, the share of ODA delivered by multilateral channels has grown
over the past two decades; to date, approximately 40% of gross ODA is delivered
through multilateral channels (OECD, 2011a). This describes why multi-bi ODA has
its unique positioning and significance in the process of multilateral cooperation.
From these perspectives, this study aims to unveil the unique natures of multi-bi
ODA and pays attention to the changed/shifting aid structures between donors and
multilaterals by the increase of multi-bi ODA. In addition, this study seeks to answer
the question why multi-bi ODA is increasing and whether multi-bi ODA can be the
second-best solution for donors and multilaterals, both which struggle with resource
mobilization.
It was initially a struggle, however, to focus the scope of this study on targeted
multilateral organizations. Due to the fact that there are more than two hundreds
multilateral entities13, the structures of multilateral aid are complex (OECD, 2011a)14.

13

Because of the increasing multilateral cooperation, the multilateral system is also becoming
complex. To date, it consists of over 210 major multilateral organizations and funds as well as
numerous smaller trust funds (OECD 2011a).
14
However, multilateral ODA was allocated to just a few numbers of multilateral organizations.
For example, “81% of multilateral ODA was contributed to five clusters of multilateral
organizations: EU Institutions (36%), the International Development Association (IDA) of the
World Bank Group (22%), UN Funds and Programmes (9%), the Global Fund (7%), and
African and Asian Development Banks (5% and 3%)” between 2004 and 2008 (OECD 2011a).
Among these five, EU Institutions was the largest (USD 13 billion) while Global Fund was the
smallest (USD 2 billion).
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In addition, the scarcity of research materials and incoherence in the reporting
system of the OECD further enhanced the difficulty of this study at its starting point
(OECD 2008).15
Nonetheless, the scope was able to be narrowed down because most of
multilateral ODA have been delivered into quite limited numbers of multilateral
organizations – United Nations, World Bank Group, EU Institutions, and Regional
Development Banks; in fact, the United Nations remains the single entity that receives
the majority of the multi-bi ODA resources.
Furthermore, to take into account the insufficient pools of academic materials and
statistical limitations, this study attempts to thoroughly investigate multi-bi ODA
utilizing comprehensive data and empirical evidence, available from both the OECD
and the United Nations. By doing so, this paper seeks to uncover the underlying
structure and to extract important variables in multi-bi ODA. Lastly, this paper adopts
surveys conducted in major donor agencies (headquarter/country office) and UN
entities as another source for extensive research16.

15

“The data for non-core funding (multi-bi ODA) are not as accurate as they could be as not all
DAC members fully report the channels through which they deliver their aid. The DAC
Creditor Reporting System (CRS database of aid activities) collects information on the ‘channel
of delivery’ as a means of identifying aid routed through the multilateral system. However, not
all donors use the codes identifying channels. This means that, at present, it is difficult to
estimate the amounts channeled through specific agencies, for example through a specific UN
agency. Although a few members have begun using the channel codes, they are in the minority
and many still need to adapt their information systems to accommodate these codes. These data
are, at present, available only on a commitment basis. (OECD 2008)”
16
The Institute of International Affairs (Seoul National University) conducted a research
project on multi-bi ODA sponsored by KOICA and in-depth surveys were extensively
conducted in USAID, DFID, AusAID, JICA, AECID, SIDA, UNDP, UNICEF, and WFP
targeting their headquarters, country offices in major recipient countries including UNDP Policy
Center (Seoul), WFP Seoul Office, and UNICEF Tokyo Office.
17

2. Literature Review

2.1. Heterogeneity in Terminology

Multi-bi ODA – a term coined by the Development Assistance Committee (DAC)
of the Organization for Economic Co-operation and Development (OECD) - is a
relatively new concept which has gained its importance since the proliferation of trust
funds in the mid-1990s (Reinsberg, 2012). However, multi-bi ODA has also its strong
presence in the United Nations since it is widely used – particularly in the UN Funds
and Programmes - by many UN entities and it is generally classified into ‘non-core
resources’ in the UN system (United Nations, 2007).
Nonetheless, multi-bi ODA also has different names in various UN entities and it
has made this study quite complicated since the different terminologies of multi-bi
ODA has not been clarified so far due to the complexity of its definition and the
plurality of multilateral organization. To clarify this complexity of definition in multibi ODA, this paper has conducted extensive research about the entire UN system and
reorganized the concept of multi-bi ODA as follows.
The United Nations (UN), which is the targeted organization for the scope of
research in this paper, is financed by ‘assessed contributions 17 ’ and ‘voluntary

17

“Assessed contribution finances the regular budgets of the United Nations, the specialized
agencies, and the International Atomic Energy Agency (IAEA). Payment of the assessed
contribution is one of the legal obligations accepted by a country when it joins the Organization
(Browne, 2013).”
18

contributions18.’ These contributions are defined as different ways of terminologies in
each UN agency and this seemingly makes the structures of UN finances look more
complex.
Assessed contributions are mandatory funding contributed from the UN member
states and they are widely utilized as ‘regular budget resources’ in the entire UN
system.

Since it is used for operating the organization (e.g., operational expenditures,

administrative fees), it is also termed ‘core resources (United Nations, 2007).’
On the other hand, voluntary contributions are not mandatory, but voluntary
funding as it is named, and it is also called ‘extra-budgetary resources.’ Besides,
voluntary contributions are generally regarded as ‘non-core resources’ because donor
countries do not favorably contribute their aid resources by labeling them as core
resources in practice. But in broader context, there are also some amounts of coreresources in voluntary contributions as shown in Table 2-1 (United Nations, 2007).
This is widely because core-resources are the most pivotal funding to support the
organizational operations in the United Nation. So in this sense, certain amounts of
core-resources are necessarily required to be embedded even in the voluntary funding
system regardless of the preferences of individual donors (Graham, 2012).
Here a question has arisen about what is the standard to classify the voluntary
contributions into core and non-core resources, and regarding the issue, it has another

18

“Voluntary contributions finance special programs and offices created by the U.N. system,
such as the United Nations Development Program (UNDP), the United Nations Environment
Program (UNEP), the United Nations Children’s Fund (UNICEF), and the U.N. Democracy
Fund (UNDEF). Payment of these contributions is entirely up to each individual country; no
country is legally obliged to contribute to these programs (Browne, 2013).”
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way of interpretation in the United Nations (United Nations, 2007).
For example, core resources (regular budget resources) are also termed
‘unearmarked resources’ since the resources are provided without any conditions
attached to them. Contrarily, non-core resources (extra-budgetary resources) can be
replaced by ‘earmarked contributions’ for they are earmarked for certain subjects on
their disbursement (United Nations, 2007). The Table 2-1 shows the general pattern of
resource terminologies in the UN, but the reality is far more complex because the
entire UN system is so much fragmented and is being operated independently.

Table 2-1. United Nations Resources
Voluntary Contributions

Assessed Contributions
(Mandatory Funding)

Unearmarked VC

Earmarked VC

Core Resources

Core Resources

Non-core Resources

Source: United Nations (2007).

As to the resource terminologies in the United Nations, they are all complex and
sometimes use different terminologies (United Nations, 2007). This leads to much
confusion and the complexity makes it difficult for each UN entity to cooperate. To
avoid the confusion, the different terminologies were once investigated and they are as
Table 2-2 (United Nations, 2012a).
In line with multi-bi ODA, the terms such as non-core resources and earmarked
contributions have the same meaning and they are classified as same ODA resources
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(OECD, 2012a). Specifically, the UNDP, UNICEF, and WFP are heavily dependent on
multi-bi ODA (non-core resources) among every UN entity and WFP is operating a
larger proportion of multi-bi ODA in relative terms (United Nations, 2007).
Further findings will be explained and analyzed in the latter chapters.

Table 2-2. Terms used by different entities for core and non-core contributions

Core
Regular resources

Multilateral

Entity

Non-core

Entity

UNDP, UNCDF,

Other resources

UNDP, UNCDF,

UNIFEM, UNV,

UNIFEM, UNV,

UNICEF, UNFPA

UNICEF, UNFPA

WFP

contribution
Regular budget

Directed multilateral

WFP

contribution
UNRWA, UNDESA,

Projects and

UN-HABITAT,

emergency appeals

UNRWA

UNCTAD, ITC
Un-earmarked

UNHCR, OCHA, IFAD,

Earmarked

IFAD, OCHA, UNEP,

contribution

OHCHR

contribution

UN-HABITAT, OHCHR

Tightly earmarked

UNHCR, OECD/DAC

Lightly earmarked

UNHCR, OECD/DAC

Extra-budgetary

UNAIDS, UNCTAD,

contribution

Department of

Environment Fund

UNEP

Core resources

UNAIDS, OECD/DAC

Economic and Social
Affairs, ITC, FAO,
IAEA, ICAO, ILO, IMO,
ITU, UNESCO, UNIDO,
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UPU, UNWTO, WIPO,
WMO, ECA, ECE,
ECLAC, ESCAP,
ESCWA
General purpose fund

UNODC

Special purpose fund

UNODC

Assessed budget

FAO, ICAO, ILO, ITU,

Voluntary

WHO

UNESCO, UNIDO,

contributions - core

UPU, UNWTO, WHO,
WIPO, WMO, ECA,
ECE, ECLAC, ESCAP,
ESCWA
Technical

IAEA, IMO

Cooperation Fund

Voluntary

WHO

contributions specified

Source: United Nations (2012a: 52-53)

2.2. Trends of Multi-Bi ODA

Among the UN funds and programmes 19 , UNICEF, UNDP, and WFP are
operating the greatest volumes of multi-bi ODA as previously shown in Figure 1-1.
Also, the share of multi-bi ODA in the entire UN system has remarkably expanded
since the last two decades and this is reflected in Figure 2-1.
The Figure 2-1 shows that non-core resources (multi-bi ODA) in the UN agencies
have greatly increased whereas core resources remain the same or have even slightly

19

UN Funds and Programmes: UNCTAD, UNDP, UNEP, UNFPA, UN-HABITAT, UNHCR,
UNICEF, UNODC, UNRWA, UN-Women, and WFP (as of June 2014)
22

decreased. This means that donor countries have changed their attitudes towards core
and non-core resources and donor preference to non-core resources have gradually
expanded.
Here a question has arisen regarding why this trend has happened and how it is
related with the changes of core and non-core resources in the United Nations. Also, it
was questionable whether this can be analyzed from the perspectives of a PA model if
this is functioning as one of the control mechanisms of donor countries towards
multilateral organizations.
Focusing on these research questions and objectives, this paper is based on
extensive literature reviews on multilateral cooperation which is backed by various
documents from the OECD (including statistical investigation through DAC CRS),
United Nations, World Bank, donor agencies, and other academic papers. In addition,
several field visits to multilateral organizations and in-depth interviews were also made
since the academic materials and statistics are scarce about multi-bi ODA.

23

Figure 2-1. Trends of Core and Non-Core Resources in the UN
(US Billions)
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Source: Graham (2012: 25)

2.2.1. Shift from Assessed Contributions to Voluntary Contributions

A recent paper concluded that the shift from assessed to voluntary contribution
began with the change in an attitude of the US towards the UN (Graham, 2012).

The

US, which is the biggest donor country to the United Nations, has increasingly sought
to raise its leverage within the UN system through its vast contributions (Graham,
2012).
Nonetheless, due to the ‘one country, one vote’ nature of the United Nations
voting system, the relative influence of the US within the UN system has steadily
decreased, which has motivated the US to gradually reduce its mandatory funding
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(assessed contributions) to the UN (Graham, 2012).
The Figure 2-2 shows the changes in volume of the assessed and voluntary
contributions to the UN and this overlaps with the decreased US influence within the
UN system (Graham, 2012).
But instead, the US expanded its voluntary contributions to the UN in order to
increase its influence upon the UN system and recipient countries (Graham, 2012). For
example, for both the UNDP and UNICEF, the growth rate for non-core resources
exceeded that of core resources in the period of 2000-2004, with the US becoming one
of the biggest donors to these organizations in the same period.

Table 2-3. Comparison between Core and Non-core Resources (2000-2005)

Rate of growth of core and

Non-core resources as a

non-core resources,

proportion of total

2000-2005 (per cent)

resources (per cent)

Core

Non-core

2000

2005

UNICEF

35.5

101.7

49.7

59.6

UNDP

32.8

96.9

71.3

78.6

WFP

11.6

63.3

98.9

99.3

Source: United Nations (2007: 26).

While the US justified its reduced assessed contributions with the argument that
no state should gain too much influence at the UN, the US Congress was increasingly
discontent with the limitations in US influence over UN financial matters. Due to the
25

disagreement from other member states, resolving this problem by reforming the
voting system of the UN was out of the question.
So instead, the US attempted to curtail the size of its regular budget resources
(assessed contributions) to the UN and expanded the size of its voluntary contributions,
thus hoping to more effectively utilize its resources in advancing its national interests
and strategic priorities (Graham, 2012).

Figure 2-2. Assessed and Voluntary Contributions to the UN 1986-2001
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Source: Graham (2012: 22).

On the other hand, it is undeniable that regular/core resources utilized from the
assessed contributions are the essence of international organizations, as well as the
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backbone of the funding system of the United Nations. Thus, the recent rise of noncore resources (multi-bi ODA) in many international organizations has become a cause
for general concern. This is particularly because large amounts of multi-bi ODA, which
are earmarked contributions for specific sectors or countries, can redirect the priorities
of the multilateral organizations diminishing their multilateral features as a result
(OECD, 2011a).
However, some DAC members also stress that multi-bi ODA can be a way to gain
influence, focus the program on specific issues and increase the effectiveness of
multilateral organizations (OECD, 2012a).
These two diverging perceptions about multi-bi ODA are further explained below.

2.2.2. Positive Aspect of Multi-Bi ODA

Today, the DAC average of ODA/GNI is around 0.3 percent, and in terms of its
absolute volume, the overall size of ODA is about $130 billion. That is not a lot
compared to 0.7 percent goal of ODA/GNI, and even the single US defense budget is
over $800 billion in reality. Furthermore, the demands for ODA have been gradually
increasing but the actual ODA disbursement of donor countries did not live up to the
expectations of multilateral organizations and recipient countries - due to the several
times of economic downturn in the 1990s and 2000s – and this resulted in some
amount of uncertainty and unpredictability in the ODA mobilization .
Along with these challenges about the ODA mobilization, an international
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agreement named ‘Declaration on Innovative Sources of Financing for Development’
was first adopted by France, Germany, Spain, Algeria, Brazil, and Chile in 2005 to
develop the innovative financing to make the development sustainable and predictable.
Since then, many international conferences have been convened in line with the
resource mobilization on development and have produced a couple of key agreements
such as Monterrey Consensus 20 and Doha Declaration 21 (United Nations, 2003a;
United Nations, 2009b).
In line with these backgrounds, it is notable that the overall activities of the UN
entities – around 70% is focused on development-related activities - have dramatically
expanded in their scopes and numbers during the last few decades. As a result, the
needs for the ODA have also expanded in the United Nations (United Nations, 2012a).
In principal, the entire UN system is funded by assessed contribution and
voluntary contribution; however, the UN system – particularly the UN Funds and
Programmes - heavily relies on voluntary contribution. Virtually, the volume of
20

The Monterrey Consensus was the outcome of the 2002 Monterrey Conference, the
United Nations International Conference on Financing for Development in Monterrey, Mexico.
It was adopted by fifty Heads of State and Government (two hundred Ministers of Finance,
Foreign Affairs, Development and Trade) on 22 March 2002. Since its adoption the Monterrey
Consensus has become the major reference point for international development cooperation.
The document embraces six areas of Financing for Development; 1) Mobilizing domestic
financial resources for development, 2) Mobilizing international resources for development:
foreign direct investment and other private flows, 3) International Trade as an engine for
development, 4) Increasing international financial and technical cooperation for development, 5)
External Debt, 6) Addressing systemic issues: enhancing the coherence and consistency of the
international monetary, financial and trading systems in support of development (United
Nations, 2003a).
21
The Doha Declaration was adopted at the Doha Conference. And the Doha Conference was
the follow-up meeting on Financing for Development to Review the Implementation of the
Monterrey Consensus (Doha, Qatar, 28 November - 2 December 2008) and it emphasized the
needs to expand the innovative financing to facilitate the agreed specifics of Monterrey
Consensus. Doha Declaration was adopted as a result (United Nations, 2009b).
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voluntary contribution has remarkably expanded while assessed contribution has been
at a stalemate in the United Nations and this shows the importance of voluntary
contribution in the entire UN system (United Nations, 2007).
In relations to multi-bi ODA, it becomes interesting since voluntary contribution
incorporates multi-bi ODA - voluntary contribution is composed of core and non-core
resources22 - and non-core resources are generally used as an equivalent terminology
to multi-bi ODA (OECD, 2011a).
Nevertheless, voluntary contribution has also brought an element of ‘uncertainty’
to the UN system - increasing need to compete for scarce ODA resources - due to the
‘not-mandatory’ natures of voluntary contribution, and as a result, this has made
multilateral organizations become more active and flexible to overcome the financial
challenges which they might face with. Paradoxically, this is recognized as one of
positive effects of voluntary contribution since it makes multilateral organizations
more tactical and adaptable to survive in hard times of resource mobilization (United
Nations, 2007).
Consequently, this ‘additional’ nature of voluntary contribution has enriched and
stabilized the revenue structures of the United Nations and helped the UN system
successfully overcome the financial challenges which have been existent since the
1990s. Had it not been for the increase of voluntary contribution (also referred to as
multi-bi ODA), the United Nations would suffer from increasing needs for ODA, and

22

By the definition of the OECD, multi-bi ODA is the same as non-core resources, earmarked
contributions, and non-core multilateral aid.
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at the same time, decreasing size of ODA.

2.2.3. Conservative Approach to Multi-Bi ODA

A funding system based on assessed contributions brings with it some ‘certainty’
about the level of funding that an international organization can expect to receive in a
certain time period (United Nations, 2005). Furthermore, under such a system,
multilateral organizations are in a position to request UN member states to provide
mandatory funding (assessed contributions) within a predetermined time frame (United
Nations, 2003b).
On the other hand, the lack of ‘predictability’ which is derived from the natures of
voluntary contributions can interfere with the implementation of developmental
programs/projects in time (United Nations, 2007).
Eventually, lack of predictability leads to lack of sustainability and this is an issue
found to be common in all UN entities. The UNDP, UNICEF, and WFP, which heavily
rely on voluntary contributions, make excellent examples in relations with this issue23,
and their cases lend strong support for adopting a more conservative approach towards
voluntary contributions.
Another aspect of voluntary contribution that has drawn skepticism is the fact that
many multilateral organizations receive most of their voluntary funding from a select
23

During the economic downturn, UNDP, UNICEF, and WFP tend to face lack of revenues
since their donors voluntarily contribute their resources to the Organizations. To cope with this,
the three Organizations have resource mobilization strategies which can provide a breakthrough
in such cases (UNDP/UNICEF/WFP, Strategic Plans; Annual Budget Report)
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few donor countries including the US, the UK, Germany, France, and Japan. Similarly,
only a small number of countries provide the majority of regular budget resources
(assessed contributions) to international organizations as well (United Nations, 2012a).
It is noteworthy that all international organizations are vulnerable to sustaining
significant losses in funding if even one major donor country withdraws its support. In
such a case, particularly if the loss occurs in regular budget resources, all of the
remaining member states of the United Nations may have to become involved in
supplementing the loss with extra regular budgets in order to ensure the continued
existence of the affected international organization and the delivery of its programs. In
organizations that are funded entirely or largely by voluntary contributions, the impact
on program delivery may be even more severe.
Finally, most non-core resources (also referred to as extra-budgetary resources)
entail conditionality, and this limits the flexibility of the funding for the receiving
organization/countries (OECD, 2012a). These funds are earmarked by the donors for
existing or specifically designed programs or projects and/or specific regions or
countries, and can be further distinguished by the degree of the restriction, from ‘softlight’ to ‘hard-tight’ earmarking (OECD, 2011b).

2.3. Implications of the Principal-Agent Model to Multi-Bi ODA

This paper focuses on the relationship between donor countries and multilateral
organizations and the primary interest of this research lies on the ‘bilateralization of
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multilateral aid’ in terms of multi-bi ODA. To analyze the relationship between donor
countries and multilateral organizations in multi-bi ODA, extensive literatures were
reviewed ranging from development theories to empirical studies, and as a result, the
Principal-Agent Model (PA Model)24 was selected as an analytical method since it is
regarded as one of the most appropriate models which can best explain the DC-MO
relations (OECD, 2011a)25.
In the PA Model, a principal and an agent represent a donor country and a
multilateral organization respectively and the DC-MO relation is termed ‘delegation
relationship’ since a donor country delegates its part of tasks and authorities to a
multilateral organization (Vaubel, 2006; Nielson and Tierney, 2006; Groenedijk, 1997;
Oestreich, 2012).
In this regard, extensive literatures about the PA Model were examined to
theoretically explain the ‘bilateralization of multilateral aid’ in multi-bi aid frameworks,
and particularly, the PA Model was adopted to analyze the backgrounds ‘why and how’
principals (DCs) seek to monitor and evaluate agents (MOs) as previously introduced
in Chapter 1. From these backgrounds and literatures about the PA Model in relations
to multi-bi ODA, this paper will analyze the DC-MO relations from the below chapters,
and specifically, the PA Model will be further scrutinized in Chapter 3 (Analytical
Framework: Principal-Agent Model).

24

Sometimes a Principal-Agent Model (PA Model) is referred to as a Principal-Agent theory.
PA Model is widely used in the field of economics and international politics, but it was the
first time to be applied to multi-bi ODA in this paper.

25
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3. Analytical Framework: Principal-Agent Model

3.1. Overviews

The ‘Principal-Agent Model (PA Model)26’ has its significance in that it best
explains the reasons why countries choose multilateralism over bilateralism. (Milner
and Tingley, 2010). Likewise, other papers also underscored the significance of the
principal-agent approach in the aid frameworks of multilateral cooperation since
multilateral organizations tend to act in their own way making the DC-MO relations
divergent (Hawkins, et al., 2006).
Here a question has arisen as to whether multilateral organizations have been
accountable to their member states and the answers are dubious from the principalagent perspectives (Nielson and Tierney, 2006). In the PA argument, member states
delegate an authority to multilateral organizations and allow them to act independently.
On the other hand, multilateral organizations are even empowered to sanction member
states to agree on international treaties and resolutions whereas other organizations are
tightly bound to abide by the instructions of member states (Hawkins, et al., 2006).
Regarding the act of delegation, states might confront some loss of control over
aid policies and resources as a result, or from another point of view, multilateral
organizations might benefit from coordination with member states particularly in the

26

The Principal-Agent Model (or theory) was originally developed in other areas of social
sciences, economics, and the study of American and comparative politics (Hawkins, et al.,
2006).
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areas of resource mobilization (Milner, et al., 2010). The main idea of the model is as
illustrated in Figure 3-1.

Figure 3-1. Simple Description of PA Model

In this sense, the DC-MO relations in the aid frameworks of multi-bi ODA have
many aspects to be further studied from the principal-agent perspectives27. Because
interactions (or coordination) between DC and MO are more frequently found and DCMO relations are further tightened in the multi-bi aid frameworks. On this issue, this
paper seeks to find the answers and linkages why donor countries channel their aid

27

Most of the existing literature views member states as principals and multilateral
organizations as agents (Oestreich, et al., 2012, pp. 94-95).
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resources through multilateral organizations and how donor countries utilise the multibi ODA as ‘control mechanisms’ specifically based on the arguments of the principalagent model.

3.2. Core Arguments

3.2.1. Agent’s Moral Hazard and Principal’s Safeguards

The theoretical basis of the Principal-Agent Model requires that the agent work
for the benefit of the principal, but problems can arise when there is some degree of
‘conflict of interest’ between the two parties (Oestreich, et al., 2012). This issue arises
when the two parties respond to a different set of incentives and/or possess asymmetric
information so that the agent knows more than the principal (Nielson and Tierney,
2006).
For instance, it is common that a principal falls short of sufficient skills (or
experiences) and sometimes faces time constraints. But an agent, in turn, has an
informational advantage over the principal, which provides him with discretionary
power in relations with the principal. Accordingly, this leads the principal to delegate
his tasks to the agent, and at the same time, the possibility of the agent’s ‘moral
hazard28’ may increase (Lambsdorff, 2007).

28

Found to be the same concept as agent slack, corruption, and act of cheating (Hawkins, et al.,
2006).
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This PA explanation prevents the principal from completely trusting that the agent
is always acting on behalf of the principal. Furthermore, with the agent also being
aware of the donor’s distrust, the agent begins to work for his own interests, and the
possibility of cheating increases (Milner, et al., 2010).
In turn, the principal, concerned by the possibility of being thus exploited by the
agent, may introduce various safeguards that are termed ‘control mechanisms
(Hawkins, et al., 2006).’ The significance of this concept lies in the fact that it can be
successfully applied in explaining the relationship between donor countries and
multilateral organizations in multi-bi ODA.
For example, a principal may seek to embed a system of supervision/auditing in
its PA relations due to the moral hazard on the agent side (Milner, et al., 2010). By
doing so, a supervisor/auditor monitors the agent and reports truthfully to the principal,
and as a result, this could alleviate the informational asymmetries between the
principal and the agent.
But another problem can arise if a supervisor cooperates with the agent in the
supervising process. For instance, in exchange for a bribe, a supervisor/auditor might
overlook the agent’s non-compliance with the authorities delegated from the agent and
it might falsify its reports (Nielson and Tierney, 2006). In relation to this issue, a recent
paper also stressed that “when the agent pool is small or agents possess significant
expertise, agents can lobby principals for more authority and resources, and even
utilize their resources and knowledge to influence principals’ preferences or strategies
(Hawkins, et al., 2006).”
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Besides, the PA model provides a theoretical analysis saying such actions aimed at
reducing corruption can be costly and imperfect (Hawkins, et al., 2006). Costs may
arise from detection and punishment and from encouraging agents to behave honestly.
At the same time, the increase of costs may even lead to the decrease of the principal’s
size. Since time and resources are limited, principals face their lack of capability and
they never control agents completely. As a result, agents always possess some amount
of ‘autonomy (Oestreich, et al., 2012).’
In this regard, the PA relation was explained that “the principal can always reduce
agent slack by tightening oversight, but this requires time, attention, and expertise.
States choose the degree of delegation and control mechanisms to maximise their
overall return, not just to minimise agency slack (Hawkins, et al., 2006).”

3.2.2. Classification of DC-MO Relations

The relations of donor countries and multilateral organizations (DC-MO relations)
are getting more complex and multifaceted as the numbers of both sides also increase
(OECD, 2012a). Since the DC-MO relations are complex, this paper seeks to narrow
down its scope of research focusing particularly on the relations in multi-bi ODA.
In the DC-MO relations, the simplest description is represented by the ‘Single
Principal Model’, which involves a single donor and a single agent. However, if more
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than a single principal are added in the DC-MO relations29, PA explanations become
complex and this happens quite often (Lyne, et al., 2006).
Typically, principals are regarded as more complex entities than agents (Lyne, et
al., 2006) and this brings about the diversification of the PA model. Particularly, when
there is more than a single principal as a counterpart of an agent, this context is termed
‘delegation relationship (Hawkins, et al., 2006).’
Commonly, there are three different types of principal-agent models and they are
described as Figure 3-2: 1) single-principal, 2) collective-principal, and 3) multipleprincipal (Lyne, et al., 2006). Each model has an implication for the process of
multilateral cooperation and both ‘single principal’ and ‘multiple principals’ models
are closely related with multi-bi ODA.

Figure 3-2. Different Types of PA Model

29

A recent paper concluded that “a delegation relationship can have one or more principals,
and a principal can either be an individual or a corporate entity containing more than one
individual (Lyne, et al., 2006).”
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3.2.2.1. Collective Principal Model

In a collective principal model, multiple principals (DCs) are included in relation
to a single agent (MO), and again, this relationship also becomes valid by the process
of ‘authority delegation’ from the DC to the MO (Hawkins, et al., 2006).
Since the principals are not the independent actors in this model (collectiveprincipal), there is just a single contract between the agent and collective principals.
This means that the principals delegate their authorities and tasks to an agent by
collective decisions (Hawkins, et al., 2006).
In fact, ‘single agent and collective principals’ is regarded as the most common
PA pattern since it is frequently found in the DC-MO relations (Hawkins, et al., 2006).
For example, the United Nations and the OECD are good examples. In those
organizations, member states normally make collective decisions by a majority on
issues about fund operations, setting up strategies, and facilitating developmental
programmes/projects. Sometimes an individual member state is formally given a right
to veto certain agenda but this is very limited (Barnett and Finnemore, 2004).
Besides, this paper also found a linkage between the collective principal model
and ‘assessed contribution30.’ In fact, the collective processes of decision making and
resource mobilization within the umbrella of the collective principal model formulate
the same basis for analysis as the assessed contribution.

30

The resources of the United Nations are composed of assessed contribution and voluntary
contribution. Assessed contribution is a mandatory funding from member states and it is
operated as a core resource (United Nations, 2005).
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3.2.2.2. Multiple Principal Model

In comparison with the collective principal model, the aid frameworks of multi-bi
ODA can be successfully explained by the multiple principal model since multi-bi
ODA is operated based on multiple decision making processes. That is, each donor
country is given the authority to make its own determination on the operational
directions of its funding in multi-bi ODA (United Nations, 2007).
Besides, the multiple principal model also has a strong presence in the United
Nations since it reflects the decision making process from the DC-MO perspectives.
For example, each member state in the United Nations – in addition to its collective
actions and responsibilities - is occasionally empowered to independently decide its
mandates and this is based on multiple decision making processes which are also found
in the United Nations (Barnett and Finnemore, 2004).
This provides an explanation why donor countries are in favour of contributing
voluntary contributions31 to the United Nations rather than assessed contributions, and
as explained, voluntary contribution and multi-bi ODA have a close relationship
because earmarked voluntary contributions comprise the basis of multi-bi ODA
(United Nations, 2007).

31

Multi-bi ODA belongs to voluntary contribution since the composition of voluntary
contribution is normally represented by non-specified and specified contribution which are, in
turn, core resources and non-core resource (United Nations, 2012a).
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3.3. PA Model and Multi-Bi ODA

From the comprehensive perspectives, the three different aid frameworks, which
are 1) bilateral, 2) multilateral and 3) multi-bi aid (also referred to as multi-bilateral aid
and non-core multilateral aid), have a respective linkage to the Principal-Agent
approach in a broader context. Therefore this paper tries to explain the linkage by the
application of the PA model, and particularly, it will focus on the control mechanisms
of donor countries towards multilateral organizations over multi-bi ODA.
The main idea of this paper is illustrated as shown in Figure 3-3 and it uses a
holistic approach to the relations of bi/multi/multi-bi ODA. First, the three pictures
represent donor countries (DC), recipient countries (RC), and multilateral
organizations (MO) and the PA approach is applied to the two pictures from the bottom.
Second, the dotted line mean onto which level the influence of donor countries are
stretched, and in the case of multi-bi ODA, the dotted line goes until recipient
countries including multilateral organizations.
Specifically, the two distinctive features termed ‘multilateralization of bilateral aid’
and ‘bilateralization of multilateral aid’ are significant in this paper, and specifically,
the latter (bilateralization of multilateral aid) is the main interest of this research since
it is the key to the analysis of bilateral donors’ control mechanisms towards multilateral
organizations. They will be further analyzed in Chapter 4 (Control Mechanisms for
Multi-Bi ODA: PA Analysis).
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Figure 3-3. Relations between PA Model and Bi-Multi-Multi-Bi ODA
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3.4. Implications of Control Mechanisms to the PA Model

This paper starts from the question why donor countries delegate certain tasks and
responsibilities to multilateral organizations, rather than acting directly. Then, it seeks
to find the answer why and how donor countries control multilateral organizations once
authority has been delegated to them.
In this sense, it needs to first clarify the exact meaning of control mechanisms
which are employed by donor countries to have their interests served by multilateral
organizations. A recent paper noted that control mechanisms (or mechanisms of control)
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in the PA Model appear in several different forms; 1) rules and discretion, 2)
monitoring and reporting, 3) screening and selection procedures, 4) institutional checks
and balances, and 5) sanctions (Hawkins, et al., 2006)
Based on this classification, the five elements comprise the entities of control
mechanisms and they can be simultaneously applied to the cases in multi-bi ODA since
the DC-MO relations are also managed by control mechanisms as explained by the PA
Model - donor countries try to constrain multilateral organizations to maximize their
interests and to minimize the possibilities of moral hazard in multilateral organizations.
Nonetheless, this paper seeks to apply the control mechanisms to multi-bi ODA
from the modified perspectives since the focus of this research lies on the multi-bi
funding rather than exploring into the other aspects - political and societal - of DC-MO
relations found in the multi-bi aid frameworks.
Particularly, this paper seeks to analyze the control mechanisms of multi-bi ODA
by the funding flows from resource contribution (mobilization) to its operation, as a
result, Chapter 4 (Control Mechanisms for Multi-Bi ODA: PA Analysis) is composed
of background, expansion of multi-bi ODA in the United Nations, strengthening rule of
law, and diversification of funding operation.
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4. Control Mechanisms for Multi-Bi ODA: PA Analysis

4.1. Background

According to the arguments of the PA model, donor countries seek to bilateralize
their multilateral aid when they have different interests in aid with multilateral
organizations (OECD, 2011a). Then, this comes to entail certain levels of ‘control
mechanisms’ for donor countries to supervise multilateral organizations as previously
explained (Oestreich, et al., 2012).
In line with the control mechanisms of donor countries towards multilateral
organizations, this study particularly focuses on the bilateralizing trend of multilateral
aid, so it seeks to focus on the distinctive features of control mechanisms found in the
multi-bi aid frameworks in terms of bilateralization of multilateral aid.
Most of all, this paper seeks to find out whether the increase of non-core resources
(multi-bi ODA) itself can be a control mechanism for donor countries towards
multilateral organizations. In addition, this paper seeks to find out if the expansion of
non-core resources is constraining and redirecting the actions of multilateral
organization.
Since there are scarce sources on multi-bi ODA, this study does not go deeper
inside each case of multi-bi ODA pinpointing on a specific subject, but instead, it tries
to conduct extensive research to extract the most distinguishable features in multi-bi
ODA from the principal-agent perspectives.
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4.2. Growth of Multi-Bi ODA in the United Nations

4.2.1. Background

Multi-bi ODA is rising gradually despite the stagnation of multilateral ODA
(OECD, 2013C). Besides, the 2012 DAC Report on Multilateral Aid describes the
ratios among bilateral, multi-bi, and multilateral ODA as Figure 4-1 and the ratios have
been constant for the past years (OECD 2010a; 2011a; 2012a). In line with the gradual
increase of multi-bi ODA, the report stressed that multi-bi ODA holds its significance
particularly as a multilateral channel for bilateral donors to deliver their ODA to the
poorest and most fragile countries (OECD, 2012a)32.

Figure 4-1. Breakdown of Total ODA (2010)

Source: OECD (2012a: 9)
32

Greater numbers of trust funds are focused on LDCs and fragile states. For example, various
trust funds are focusing on the most marginalized areas such as sub-Saharan Africa and they are
aiming at reducing extreme poverty, malnutrition, and illiteracy in those areas (UNDG 2011).
45

Among DAC countries, the ratios of multi-bi ODA are mostly found to be from
10% to 20%, but notably, a few European countries such as Spain, UK, Luxembourg,
Norway, and Sweden33 have shown a greater preference for multi-bi ODA and it is
explained by the share of core and non-core resources in DAC countries as Figure 4-234.
In general, the ratio of multi-bi ODA in the countries which are in favour of multi-bi
ODA sits at over 20% (DAC reports on multilateral aid).

Figure 4-2. Share of Multi-Bi ODA in DAC Countries (2010)
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In Sweden, all multi-bi ODA is determined by the development agency (SIDA), while it is
usually the responsibility of other governmental ministries in other DAC countries (OECD,
2011a).
34
The ratio in Sweden and Norway marked over 20% (DAC reports on multilateral aid).
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Likewise, multi-bi ODA (non-core resources) in multilateral organizations has
also increased, and particularly, multi-bi ODA (non-core resources) in the United
Nations has remarkably expanded and the incremental slope of multi-bi ODA in the
UN looks much steeper than the general multi-bi ODA. This is because the UN entities
which belong to UN Funds and Programmes35 are heavily dependent on voluntary
contributions, and particularly on non-core resources (United Nations, 2013-14).
In particular, the Figure 4-3 shows the trends of multi-bi ODA (non-core resources)
between 2010 and 2012 in the three UN entities – UNDP, UNICEF, WFP – which are
heavily dependent on voluntary contributions (United Nations, 2012a; Graham, 2012)

Figure 4-3. Trends of Voluntary Contributions (2010-2012)
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For example, non-core share of overall funding in the UN Funds and Programmes in 2011
was 73% while the share in the World Bank and EU were only 28% and 3% in the same year
(United Nations, 2013-14).
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From the PA perspectives, the increase of non-core resources in multilateral
organizations can actively function as a donor’s control mechanism – control
mechanism is equivalent to monitoring and evaluation in the PA analysis - towards the
multilateral organizations. For example, the US, the biggest donor to the United
Nations, has started to invest larger volumes of voluntary contribution (including
multi-bi ODA) to gradually increase its influence on multilateral organizations and
recipient countries and the US is believed to be maintaining its dominant status over
multilateral organizations due to its increase of voluntary contributions (Graham, 2012).

4.2.2. Favorability toward Non-Core Resources

Regarding the activities of development, they are termed ‘Operational Activities
for Development (OAD)’ in the United Nations and the breakdown of OAD is
represented by the focus on development and humanitarian assistance (United Nations,
2012a)36. Most importantly, the main activities of the United Nations lie in the areas of
development (63%) and non-core resources (multi-bi ODA) take up the majority (74%)
out of the overall funding (United Nations, 2012a). The development-focused nature of
the United Nations became one of the reasons why this study selected the UN among

36

In DAC reporting, humanitarian aid is a sector of ODA that aims specifically to ‘save lives,
alleviate suffering and maintain and protect human dignity during and in the aftermath of
emergencies.’ It includes: disaster prevention and preparedness, reconstruction relief, relief
coordination, protection and support services, emergency food aid and other emergency/distress
relief (OECD).
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hundreds of multilaterals for further study and analysis.
Notably, the share of non-core resources in the United Nations have greatly
increased since the past two decades as shown in Figure 4-4 and this is specifically
derived from the preferences of donor countries towards non-core resources (OECD,
2013c). Besides, as explained in Chapter 2.2 (Trends of Multi-Bi ODA), this was
initially affected by the changed perceptions of the US towards the UN and led to the
expansion of non-core resources in the entire UN system (Graham, 2012).

Figure 4-4. UN Operational Activities for Development (1995-2010)
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The UN’s concentration on non-core resources (multi-bi ODA) becomes more
distinctive in UNDP, UNICEF, and WFP since they heavily rely on voluntary
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contributions and particularly on non-core resources37. This is backed by Table 4-1
(Weight of Non-Core on Overall Funding to Multilateral Organizations in 2011) and
the figures are found to be similar in their previous years as well (OECD 2010a; 2011a;
2012a).

Table 4-1. Weight of Non-Core on Overall Funding to Multilateral Organizations (2011)

Source: United Nations (2013c: 8)
37

Donors prefer to contribute a greater amount of non-core resources in voluntary contribution.
However, among the funds and programmes, UNICEF remains the exception since about one
third of its annual income is raised by its 36 National Committees (UNICEF Annual Budget).
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Besides, the United Nations faced declining revenues during the 1990s and this
led to the weakening of the advantageous positioning of the UN entities against
bilateral donors. To overcome this financial crisis, the UN General Assembly directed
the governing bodies of the UN entities (including UNDP, UNICEF, and WFP) to
adopt a specific and achievable target for resource mobilization, taking the relationship
of programme arrangements and financial plans into account at the same time (United
Nations, 2007).
The important thing is that budget plans and resource mobilization strategies in
the United Nations cannot but rely on donor countries because a large proportion of
voluntary contributions are coming from donor countries (Graham, 2012).
From another aspect, there are some surveys showing the UN favorability trend
and confidence in the UN in major donor countries. Largely, the confidence in the UN
has decreased since the 1990s and the favorability towards the UN also declined in
around the mid-2000s. This also overlaps with the expanding non-core resources
(multi-bi ODA) in the United Nations and implies that donor countries utilise the
expansion of non-core resources as a prevention tool (control mechanism) of
misbehaviour or corruption of multilateral organizations.

51

Table 4-2. UN Favorability Trend
Country

2004

2006

2007

Chg.

France

67

72

66

-6

Germany

71

68

64

-7

Britain

74

65

58

-16

United States

55

51

48

-7

Japan

--

56

41

-15

Source: Pew Research Global Attitudes Project

Table 4-3. Confidence in the UN (1995-2005)
Country

1995-97

1999-2000

2005-06

Chg.

United States

50

58

44

-6

Britain

--

61

45

-16

Japan

60

61

65

+5

Netherlands

--

54

39

-15

Source: World Values Survey (WVS) 1995-2005

In addition, the issue of fungibility and additionaliby of multi-bi ODA has some
correlations with the control mechanisms of donor countries towards multilateral
organizations. This is because multi-bi ODA can function as a strong control
mechanism against multilateral organization if the additionality is verified.
The more additionality is found in multi-bi ODA, the stronger it will become as a
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control mechanism of bilateral principals against multilateral agents. Here lies the
reason why the issue of fungibility and additionality also has to be included in this
chapter.

4.2.3. Increase of Additionality

The volumes of ODA have gradually increased during the last decades despite
some fluctuations38 during its expansion. However, ODA then started to rise in 1998
and a series of high-level international conferences on aid have boosted the volumes of
ODA (OECD)39.
Notably, ODA grew 63% between 2000 and 2010 reaching US$128.5 billion.
However, this continued trend of growth was once interrupted in 2011 and the volumes
of ODA fell 2.7% in real terms. After all, ODA recorded US$125.1 billion in 2011
(OECD). This was the first fall since 1997, but in 2013, ODA also rose by 6.1% in real
terms to reach the highest level ever recorded, despite continued pressure on budgets
among DAC member countries since the global economic crisis (OECD)40.

38

“Between 1993 and 1997, ODA flows fell by 16% in real terms due to fiscal consolidation in
donor countries after the recession of the early 1990s (50 Years of Official Development
Assistance, OECD).” Later, ODA has increased, and in 2005 and 2006, aid peaked due to
exceptional debt relief operations for Iraq and Nigeria. But it once again declined due to the
economic crisis triggered in the United States in the late 2000s (OECD).
39
“In 2002, the International Conference on ‘Financing for Development’ (or Development
Financing), held in Monterrey, Mexico, set firm targets for each donor and marked the upturn of
ODA after a decade of decline. In 2005, donors made further commitments to increase their aid
at the Gleneagles G8 and UN Millennium + 5 summits (OECD).”
40
In 2013, donors provided the largest ODA ever which amounted to USD 134.8 billion,
marking a rebound after two years of falling volumes. This was because a number of
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In line with this expansion of ODA, multi-bi ODA has also increased and this has
made the aid architectures more diverse and complex (OECD 2013b). The increase of
multi-bi ODA is referred to as the same as the growth of either non-core or earmarked
resources (as explained in the previous chapters).
Among a number of multilateral organizations41, UN Funds and Programmes are
at the forefront, which are heavily dependent on multi-bi ODA. Besides, the share of
multi-bi ODA (non-core, earmarked) in UN Funds and Programmes has gradually
grown compared to multilateral ODA (core, unearmarked)42.
The growth of multi-bi ODA entailed the complexity of aid structures in the UN
(particularly Funds and Programmes) and it leads to the proliferation of various types
of earmarked funding such as trust funds (e.g., single-donor trust funds, multi-donor
trust funds, and vertical funds, etc), programme/project-specific funds, thematic trust
funds, and Delivering-as-One funds as shown in Figure 4-5 (United Nations 2012a)43.
Among the various modalities, programme/project-specific funds account for 80%
while other trust funds (MPTF, Thematic Trust Funds, and Delivering-as-One Funds)
account for 10% which is relatively small proportion compared to the
programme/project-specific funds.

governments stepped up their spending on foreign aid (OECD).
41
The numbers of multilateral Organizations are over two hundreds by the estimate of OECD
(OECD 2011a).
42
Share of multi-bi ODA in UN Funds and Programmes: approximately 70% in 2009 and 75%
in 2011 (OECD 2011a, 2013b)
43
Multi-bi ODA (also referred to as earmarked contributions) can include contributions to trust
funds, joint programmes, or specific activities within a country programme (OECD 2012a).
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Figure 4-5. Development-related Operational Activities (2010)
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Interestingly, the three trust funds (MPTF, Thematic Trust Funds, and One UN
Funds) can be classified into two types based on the numbers of donors and they are
‘single-donor trust funds (80%)’ and ‘multi-donor trust funds (11%).’ Particularly, all
the three multi-donor trust funds are operated based on ‘pooled-funding mechanisms44

44

Three different types of common financial practices found in the UN agencies are as follows:
Based on ‘A Handy Guide on UN Coherence: Delivering Better Results for Children (UNICEF)’
Pooled funding: For the transfer of funds between UN Organizations participating in a joint
programme, a standard Memorandum of Understanding (MoU) is used. An agreement for
pooled funding applies when one of the agencies is the Managing Agent – receiving funds from
a group of different UN agencies and then managing the joint programme on their behalf.
Pass-through funding: Another sort of agreement is the pass-through funding modality, which
is the same management framework as for an MDTF and was agreed upon by all members of
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(Reinsberg, 2012)’ which tend to loosen the control mechanism of single donor over
the financial disbursement of contributed ODA. The high proportion of single-donor
(principal) trust funds in the funding mechanisms of the UN (agents) implies that
donors (principal) to the UN are in favor of contributing tightly earmarked ODA and
tracking the results of their ODA to escalate the aid visibility (OECD, 2012a). This is
backed up by the fact that the proportion of multi-donor trust funds is much smaller
than single-donor trust funds as shown in Figure 4-5.
Then, it is questionable if a greater level of multi-bi ODA and its increase by
single donors can contribute to the enrichment and stabilization of the UN resources.
Because the volumes of both multilateral ODA and overall ODA are predicted to
decrease in the future and this may indicate a drying up of the traditional source of
multilateral funding as a result (OECD, 2012a). In line with this, multilateral
organizations cannot but make an effort to diversify their funding channels to mobilize
more resources, and as a result, they seek to find a breakthrough by adopting various
types of innovative financing (OECD, 2012a).
Some studies have examined if earmarked aid (multi-bi ODA) is fungible or not
and many have found that multi-bi ODA can be fungible as well as the opposite
the UNDG in October 2008. In contrast to the other two fund management options, the
passthrough fund management is used where: (1) it makes programmatic and managerial sense
for participating UN agencies to maintain financial and programmatic accountability for
specific components of the programme; and (2) donors want to channel the funds through one
participating UN agency. In this instance, one UN agency is chosen to act as the administrative
agent (AA) for all, and funds are transferred from it to the other participating UN agencies.
Parallel funding: This fund management option is likely to be the most effective and efficient
when the interventions of participating UN agencies are aimed at common results, but with
different partners. Under this option, each agency manages its own activities within the
common work plan and the related budget (UNICEF, 2010b).
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findings (Adugna, 2009). The fungibility of multi-bi ODA can be grouped into 1)
totally fungible, 2) partially fungible, and 3) non-fungible (Adugna, 2009) and this is
all varied according to the levels of estimates45.
Then, why is fungibility important in multi-bi ODA? If multi-bi ODA is fully
fungible, donors (principal)’ earmarking for specific sectors, themes, countries, and
activities may not succeed in increasing the amount of aid money which enrich the
composition of resources in multilateral organizations (agents). Accordingly, the DCMO relations may even be worsened due to the increased amount of earmarked
funding in the revenue structures of multilateral organizations. Consequently, the
significance of fungibility of multi-bi ODA lies on the questions whether it will make
the DC-MO relations cooperative (converged) or uncooperative (diverged).
Likewise, if multi-bi ODA is partially fungible, multi-bi ODA will replace some
amount of present resources (replacement) and it will also add up some amount of
additional resources (replenishment) in multilateral organizations. Thus, the issue of
fungibility in this case would not be significant from the perspectives of donors
(Adugna, 2009). In this sense, if there is high degree of fungibility in multi-bi ODA,
multilateral organizations might face bigger crisis in their resource mobilization and
they might eventually fall short of aid resources considering the expanding needs for

45

There is some evidence for the fungibility of aid and the degree of fungibility can be varied
according to the different sectors and aid environment in recipient countries. For example, aid
can be totally fungible in the Dominican Republic, non-fungible in Indonesia and partially
fungible in Sri Lanka. In addition, aid to India was found to be fungible at the national level, but
non-fungible at the state level. In different aspects, some found that foreign aid is fungible in
agriculture, education and health, partially fungible in power and non-fungible in transport and
communication. (Adugna, 2009, pp. 26-27).”
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ODA.
In addition, fungibility can be more problematic in light of multi-bi donors
particularly when their earmarked contributions (multi-bi ODA) are utilized simply
replacing the present resources in multilateral organizations. In theory, the entire multibi ODA has to be disbursed on the specific areas which are earmarked by donors. But
in reality, multilateral organizations can presumably redirect the multi-bi ODA when
they fall short of core resources to support other administrative and operational
expenditures.
Unquestionably, some types of aid are specifically designed to be fungible (e.g.,
general budget support) (UNU-WIDER, 2012), but the levels of fungibility can be
varied as shown in the previous studies. Particularly, multi-bi ODA can be additional in
the areas of its focus (e.g., large spending on vertical funds on health programmes)
(UNU-WIDER, 2012).
If there is a greater level of additionality in multi-bi ODA, multilateral
organizations (agent) will be highly benefited from their incremental resources from
donors (principal) and this will drive the DC-MO relations into a more cooperative
mode making it further tightly networked. For example, MDTFs (Multi-Donor Trust
Funds) which is a funding mechanism which pools and disburses ODA under single
governance (one administrative agency such as UNDP and World Bank) are aimed at
offering ODA to increase net income revenues (also referred to as an additional,
replenishing, and complementary aid resource) in multilateral organizations as well as
with escalating predictability (Barakat et al., 2011).
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Below is the categorization of pros and cons of principals and agents towards
multi-bi ODA in terms of the Principal-Agent Model.

Table 4-4 . Pros and Cons of Multi-Bi ODA
Pros

Principal (DC)

Cons

1. prevent diversion of ODA

1. some concerns about

and corruption in MOs

diversion of ODA

2. fund activities visible to the

2. increased burdens compared

public in donor countries

to voluntary contributions

1. support stable funding and
Agent (MO)

achieving tangible results
2. escalate predictability in aid
allocation and budget plans

Source: Compiled by author
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1. Limit the roles of MOs
2. lead to inflexibility of budgets
3. lead to a misallocation of
ODA

4.3. Strengthening the Rule of Law

4.3.1. Background

The United Nations is rooted upon strong rule of law46 as it is regarded as “a
creation of international law, established by treaty, and its activities are governed by
the rules set out in its Charter (United Nations, 2008).” In addition, rule of law is
considered as ‘both an aim of the United Nations and a means to achieve its ends
(United Nations, 2008).’
Because the United Nations is an organization whose focus lies on development,
rule of law also has its significance on the process of development and it plays a key
role among donors, multilaterals, and recipients.47 Thus, the role of rule of law can be
varied upon national and international levels. At national levels, rule of law has a lot of
implications for the countries in conflict and post-conflict situations and this is one of
the most challenging issues on developmental process (United Nations, 2004).
The principle of the rule of law is embedded in the Charter of the United Nations48

46

In addition, “the Western-funded World Bank and International Monetary Fund began
conditioning the provision of financial assistance on the implementation of the rule of law in
recipient countries in the early 1990s (Tamanaha, 2004, p. 2).”
47
“40 UN entities are engaged in rule of law issues and the organization is conducting rule of
law operations and programming in over 110 countries in all regions of the globe, with the
largest presence in Africa (United Nations, 2008).”
48
“For the United Nations, the rule of law refers to a principle of governance in which all
persons, institutions and entities, public and private, including the State itself, are accountable
to laws that are publicly promulgated, equally enforced and independently adjudicated, and
which are consistent with international human rights norms and standards. It requires, as well,
measures to ensure adherence to the principles of supremacy of law, equality before the law,
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and it generally refers to a principle of governance (defined at the Charter of the United
Nations). However, there is no single definition agreed upon regarding the detailed
contexts of rule of law (United Nations, 2011b), therefore this paper focuses on
specific elements of rule of law from the principal-agent approach perspectives. In
details, they encompass ‘accountability to the law, fairness in the application of the law,
separation of powers, participation in decision-making, legal certainty, avoidance of
arbitrariness and procedural and legal transparency’ as descriptively stipulated at the
Charter of the United Nations. Virtually, this is challenging even though the term ‘rule
of law’ is widely used in the processes of either state-building or international
development (United Nations, 2011b).
From the principal-agent perspectives, rule of law has significant implications in
the donor-multilateral (DC-MO) structures of multi-bi ODA.
As multi-bi ODA is an earmarked contribution by donors, the fundamentals of
multi-bi ODA are specifically based on the control mechanisms over the earmarked
funding between donors (principal) and multilaterals (agent). The control mechanisms
inevitably entail some amount of conflict between donor countries and multilateral
organizations (Oestreich, et al., 2012), and this conflict varies according to the degree
of earmarking on multi-bi ODA (Adugna, 2009).
In this regard, Principal-agent analysis becomes interesting when the relations of
donors (principal) and multilaterals (agent) diverge due to the conflict of interest
accountability to the law, fairness in the application of the law, separation of powers,
participation in decision-making, legal certainty, avoidance of arbitrariness and procedural and
legal transparency (Report of the UN Secretary-General on the Rule of Law and Transitional
Justice in Conflict and Post-Conflict Societies).”
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between the two sides (Hawkins, et al., 2006). This conflict is unavoidable because
both donors and multilaterals depend on each other in multilateral cooperation. Since
global challenges (e.g., food security, HIV/AIDS, extreme poverty, and deforestation,
etc) are increasing, multilateral cooperation is also gaining importance (OECD, 2011b).
Consequently, this leads to more interaction and seemingly increased conflict between
donor countries and multilateral organizations.
In the case of multi-bi ODA, donor countries (principal) tend to confront more
problems of ‘moral hazard’ in multilateral organizations (agent). This is because a
donor country (principal) is assumed to fall short of necessary skills or confront time
constraints that make it delegate tasks to a multilateral organization (agent). On the
other hand, the multilateral organization (agent) will have an informational advantage
over the donor country (principal), which provides it with discretionary power
(Lambsdorff, 2007). In this sense, it is unquestionable that donor countries (principal)
come to create prevention tools which alleviate the possibility of moral hazard in
multilateral organizations (agent).
One solution suggested for the moral hazard in DC-MO relations is to employ a
supervisor/auditor, who/which is supposed to monitor the agent and report the results
to the principal, in order to lessen the levels of informational asymmetries faced by the
principal (Lambsdorff, 2007). One good example can be found in the aid architectures
of trust funds. Global Partnership for Education (GPE) - formerly referred to as
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Education for All-Fast Track Initiatives: EFA FTI - is a successor of EFA FTI.49 The
initiative relies on voluntary contributions from member states and the contributed
ODA which is operated in GPE is classified into trust funds (multi-bi ODA).
Among the several bodies of GPE, there is a monitoring organization called the
‘Supervising Entity’ and this comprises donor agencies (principal) and other
multilateral organizations (agents) in order to provide managerial advice and oversight
throughout the process of the ‘Financial Support Program’ (Global Partnership for
Education, 2013e). Therefore, under the monitoring of the Supervising Entity, GPE
funds are supervised by bilateral and multilateral agencies’ actions, which are actively
working as supervising entities. From the principal-agent approach, the Supervising
Entity in GPE is considered as an effective way of supervising/auditing tools, which

49

In 2011, the EFA FTI (Education for All-Fast Track Initiative) was renamed as the GPE
(Global Partnership for Education), and has been active with the goal of establishing mid-tolong-term global partnerships that will support educational development in developing nations.
The role of the Global Partnership for Education (GPE) is to support the establishment of
‘National Education Plans’ in developing countries, as well as to guide the execution of
‘programs’ for educational development. 50 developing countries and 20 donor agencies are
currently active in the GPE, with the South Korean agency KOICA also aiming to participate in
GPE operations in the near future.
In addition, the CRS (Creditor Reporting System) statistics of OECD/DAC show that the
Education for All-Fast Track Initiative (EFA FTI), which was previously succeeded by Global
Partnership for Education in the late 2011, is the exemplary case which operates a greater level
of trust funds (multi-bi ODA) on an education sector. OECD CRS data offers a breakdown of
‘ODA by sector’ and ‘type of aid.’ ODA by sector provide data provided by 26 main sector
categories, each of which is defined through a number of ‘purpose codes.’ And ODA by type of
aid is the database which identifies the following types of aid: (A01) general budget support,
(A02) Sector budget support, (B01) Core support to NGOs, other private bodies, PPPs and
research institutes, (B02), Core contributions to multilateral agencies, (B03) Contributions to
specific-purpose programmes and funds managed by international organizations (multilateral,
INGO), (B04) Basket funds/pooled funding, (C01) Project-type interventions, (D01) Donor
country personnel, (D02) Other technical assistance, and so forth. To find out the actual cases of
multi-bi ODA on education sector through DAC CRS, the type of aid (B03/B04), channels
(multilateral), and sectoral filters (education) were jointly used. Eventually, the EFA FTI
(currently called Global Partnership for Education) was proven to be the results.
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can prevent ‘moral hazard’ in multilateral organizations50.
Besides, it is notable that some donor countries (principal) have clear mandates
and strategic guidelines on the operation of multi-bi ODA. For example, Australia
(AusAID) 51 underscores the importance of concrete contracts and MoUs between
donors and multilaterals. AusAID has precise manuals and mandates about the
management of multi-bi ODA and this is for the purpose of avoiding any confusion
and mismanagement of the multi-bi ODA beforehand (김종섭 외, 2013).
In USAID, the organization is strongly supported by specialized advice and
expertise from its rich pool of legal experts and lawyers (김종섭 외, 2013). As a result,
USAID is considered to be relatively free from worries about the plausible moral
hazard which can happen throughout the entire process of multilateral cooperation.
On the contrary, rule of law also has a strong presence on the agent side
(multilaterals, particularly the United Nations) as embedded in every corner of the
entities of the United Nations and the World Bank (United Nations, 2009a). However,
rule of law in the United Nations is more focused on the recipient side (developing
countries) as actively operating in national, regional and international levels (United
Nations, 2004).
From the principal-agent perspectives, corruption (or moral hazard) is more likely
50

Since the years of EFA-FTI, World Bank has been an administrative entity which operates
the Global Partnership for Education on behalf of the other UN entities. About the fund
structures and Supervising Entity, I gathered the relevant data and reaffirming information
through KOICA and GPE (World Bank).
51
The share of multi-bi ODA of Australia amounts to 26.1% which is much higher than 13.5%
of its multilateral aid in 2011 (김종섭 외, 2013).
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to happen when the practice of rule of law is working ineffectively and when the
boundaries of mandates between donors and multilaterals are blurry. Because the
interests of both sides can clash at any time and the relations of two sides could diverge
as a result (based on the PA arguments). This is one of the reasons why earmarked
funding (multi-bi ODA, non-core resources) has steadily increased while unearmarked
funding (core resources) has been stagnant.
Notably, another problem can also occur when the practice of rule of law is
heavily donor-driven which lacks the cooperation between donors and multilaterals.
Competition and even rivalry among bilateral donors can derail DC-MO relations and
this is driven by donors’ advocates for their own national models and systems for
development coordination (United Nations, 2008). This misdirected rule of law can
damage the foundation of multi-bi ODA accordingly and loosen the cooperation of
donors and multilaterals.

4.3.2. Correlation with Transparency and Accountability

In the process of development, law concerns the rules, policies, and systems that
govern donors and multilaterals and it facilitates the achievement of developmental
objectives of both sides (United Nations, 2008). Here lies the reason why the norms
and standards of rule of law are crucial for development.
In line with the significance of sound rule of law in the developmental process,
the linkages between transparency and rule of law also become substantial despite the
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conceptual complexity of transparency (Prat, 2005). Because ‘Transparency’52 is a
complex concept, which can be viewed from many different angles with various
conceptual means (Prat, 2005).
In addition, UNDP, UNICEF, and WFP (agent) strongly support ‘Information
Disclosure Policy’ and they are committed to making information about its
programmes and operations available and easily accessible to the public (including
principal). They consider public access to information a key component of achieving
transparency and they recognize that there is a positive correlation between a high level
of transparency through information sharing and public participation in the
developmental programmes of the three UN entities (Information Disclosure Policy:
UNDP/UNICEF/WFP).
As to the issue of transparency, the three UN entities - UNDP, UNICEF, and WFP
- also support the guidelines of IPSAS (International Public Sector Accounting
Standard)53 and they underline the need to strengthen the functions of monitoring and
evaluation in their entire organizations (Evaluation Policy: UNDP/UNICEF/WFP).
These are also highly related with consolidating transparency in the United Nations by
the strengthened rule of law.
As a result, it sounds reasonable that all of these systemic rules and initiatives can
make a contribution to alleviating the possibility of moral hazard in multilateral
52

With the increased needs for the monitoring and evaluations in many entities of the United
Nations, transparency has moved to the center of development discourse among donors and
multilaterals. In many UN reports and documents about multilateral cooperation, transparency
is found everywhere and it is considered as the most prioritized issue (United Nations).
53
Among the UN entities, WFP first adopted the IPSAS in 2008. UNICEF (2009) and UNDP
(2012) followed several years later.
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cooperation based the assumptions of principal-agent theory. However, there are also
some skeptical views on the role of full disclosure policy (or transparency) and these
are as described in Table 4-5. The Table 4-5 is reformulated based on several UN
documents and a paper from the London School of Economics (Prat, 2005).

Table 4-5. Different Perspectives towards Transparency
Advantages

Principal (DC)

Disadvantages

1. Prevention of moral hazard

1. Cost of information disclosure

2. Control of the earmarked

2. Damage by excessive transparency

resources (multi-bi ODA)

3. Intervention of third-parties

1. Larger mobilization of
earmarked resources

Agent (MO)

1. Increase of administrative fees

2. Strategic cooperation with
other UN entities

2. Inefficient management of human
resources (lack of workforce)

3. Higher possibility of joint

3. Greater influence by donors

programmes and evaluation

Source: Compiled by author

Likewise, the issue of accountability also has a strong presence in the United
Nations despite it being of similar complexity to transparency (UNU, 2007). Not only
is the UN system complex but also it is an immense organization in its scopes and
numbers of activities.
In multilateral cooperation, the complex structures of the United Nations become
very challenging to donors (principal) and UN entities (agent) to achieve the
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developmental goals for both sides at the same time. Here lies the reason why multi-bi
ODA needs to be managed by clear mandates and transparent systems based on mutual
accountability.
In this regard, accountability processes needs to be either tailored or coherent to
the various environments of the UN entities and DC-MO relations.
To foster accountability, the United Nations have sought to drive all UN
programmes and activities into being coherent and predictable based on ‘UN
Coherence.’ The principle of UN Coherence is applied to every UN entity including
UNDP, UNICEF, and WFP (embedded in strategic plans of UNDP, UNICEF, and
WFP). Besides, UNDP, UNICEF, and WFP have adopted ‘Results-Based Management:
RBM54’ to increase aid effectiveness and accountability since the late 1990s (UNDG,
2010).
From the principal-agent approach, the issue of ‘transparency and accountability’
has a considerable number of implications for the fund management of multi-bi ODA
because donors need to formulate monitoring and evaluating systems to prevent
probable corruption and cheating from multilateral side (Milner, et al., 2010).
On the other hand, multilaterals need to make their activities and programmes
transparent, mutually accountable, and results-oriented to mobilise resources from
donors. This PA mechanism in relations with transparency and accountability explains
54

Results-based management (RBM) is a strategic management principle based on aid
effectiveness and accountability. The UNDG says “RBM is one of the five core programming
principles that must be applied when preparing an UNDAF. RBM helps to ensure accountability
by offering a process and structure to formulate results and to manage for their achievement. It
focuses time and resources on the achievement of UNDAF results, planned together with
stakeholders, and on the basis of the country analysis (UNDG, 2010).”
68

why donors and multilaterals make efforts to sustain decent level of transparency and
accountability. The unique features of multi-bi ODA can be described by the situation
‘two strangers living in the same house’: earmarking by donors and operating by
multilaterals. Of course the two strangers fall short of transparency and mutual
accountability, therefore there is a need to build a watch-house for both of them.

4.3.3. Rule of Law in Multi-Bi ODA

As explained earlier, rule of law has much significance in the United Nations functioning as a control mechanism of donor countries towards multilateral
organizations - and it also has many implications to multi-bi ODA since the various
multi-bi programmes and projects are being implemented based on the systems of rule
of law (OECD, 2011a).
From the PA perspectives, rule of law in multi-bi ODA can also function as a
control mechanism of donor countries towards multilateral organizations since the
introduction of rule of law in multi-bi aid frameworks can make the boundaries of
individual tasks and responsibilities of donor countries and multilateral organizations
definitely demarcated (Hawkins, et al., 2006).
Based on the PA arguments, as multilateral organizations usually possess greater
amount of information and specialized expertise than donor countries (advantageous
positions of multilateral organizations compared to donor countries), this can lead them
into being diverged from donor countries and cause the probable corruption in multi-bi
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aid frameworks as a result (explained in the earlier chapters).
On the other hand, when there is a well-articulated rule of law in the DC-MO
relations, the rule of law can prevent the probable corruption or plausible cheating of
multilateral organisaitons since the donor countries and multilateral organizations can
make the scopes of their tasks and responsibilities clarified (Oestreich, et al., 2012).
Particularly, this can be exemplified by concluding detailed MoUs (Memorandum of
Understanding) and specific agreement between donor countries and multilateral
Organizations, and notably, the rule of law – as a control mechanism of donor countries
towards multilateral Organizations - found in multi-bi aid frameworks can be
categorized into several types based on the multi-bi project management of Korea
International Cooperation Agency; KOICA (조한슬, 2013).
First, donor countries can utilize the rule of law as a control mechanism by
strengthening the process and function of evaluation. This includes ex-ante evaluations
(sometimes referred to as ex-ante appraisals), mid-term evaluations, and other types of
evaluations (e.g., joint evaluations) on any multi-bi projects and programmes managed
by multilateral organizations (조한슬, 2013; OECD, 2012a; UNDP, 2008; UNICEF;
2013f; WFP, 2013a).
In principal, donor countries do not deeply engage in the specific management of
multi-bi ODA since the authority for resource management is delegated from donor
countries to multilateral organizations in multi-bi aid frameworks (OECD, 2011a).
From the PA perspectives, strengthening evaluations on the management of multi-bi

70

ODA is regarded as being equivalent to strengthening ‘monitoring and evaluation’ as
originally explained in Chapter 1, and as a result, ‘strengthening evaluations’ can be an
effective control mechanism for donor countries to constrain multilateral organizations.
Second, donor countries can conclude a multi-bi MoU in collaboration with
multilateral organizations which contains specific details and concrete mandates of
both sides and this can function as a control mechanism of donor countries towards
multilateral organizations. As mentioned in Chapter 4.3.1, USAID and AusAID
highlight the importance of MoUs, guidelines, and other legal documents in multi-bi
aid frameworks, and in addition, both organizations are operating rich pools of legal
experts who possess abundant expertise and hands-on experiences in multi-bi ODA55.
From the PA perspectives, the presence of concrete multi-bi MoUs can constrain
multilateral organizations either directly or indirectly since multilateral organizations
are bound to fulfill their delegated mandates based on the regulations written in the
MoUs. As a result, donor countries can prevent the probable corruption or plausible
cheating of multilateral organizations and this can be a control mechanism of donor
countries towards multilateral organizations (김종섭 외, 2013).
Third, donor countries have sought to have multilateral organizations disclose
their managerial information about multi-bi ODA through regular publication (e.g.,
annual reports, mid-term evaluations, joint evaluations, and budget plans) and some of
major UN entities are operating official websites which contain extensive amount of
55

For instance, considerable numbers of USAID agents are composed of US lawyers who have
legal expertise on development financing including multi-bi ODA (Based on interviews with
USAID and AusAID in their headquarters in 2013; Washington DC and Canberra).
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online resources and this is mostly based on the ‘Information Disclosure’ policy
primarily supported by the UN system (UNDP, 2013b; UNICEF, 2013f; WFP, 2013d).
For example, UNDP puts much emphasis on the functions of evaluations
particularly in order to improve aid transparency and it is operating an official online
system called ‘Evaluation Resource Center (ERC)’ which shows the extensive results
of all the evaluations related to the organization on transparent basis (UNDP, 2007a;
2008; 2013a).56 To a certain degree, these efforts of UNDP can be challenging even to
the organization since a multilateral organization, in reality, tend to be hesitant in
disclosing its information to outside including donor countries.
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In addition, it needs

extra-budgets and human resources in disclosing the information of multilateral
organizations since multilateral organizations has to assign additional budgets and
agents to operate its information websites and to publish large volumes of documents.
In this sense, the preference of donor countries towards the information disclosure
in multilateral organizations has a high probability to function as a control mechanism
which can constrain multilateral organizations from the PA perspectives.
Fourth, donor countries can constrain multilateral organizations by developing
detailed multi-bi manuals and training specialized human resources. In case of KOICA,
it seeks to develop individual and specific multi-bi manuals since the multi-bi projects
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Most of the UN entities are required to adopt the ‘System-wide coherence in evaluations’
which are supported by the collective guidelines of UNDAF through the entire UN system
(UNDG).
57
Some argues that too much transparency can undermine the aid effectiveness and it can even
misdirect the development projects and programmes – including multi-bi ones - by too much
interventions from outside (Prat, 2005).

72

and programmes of KOICA have been comprehensively implemented within the entire
multilateral frameworks so far – due to the short history of multi-bi projects and
programmes in KOICA - and this has caused some amount of ineffectiveness (조한슬,
2013). From the PA perspectives, absence of specific multi-bi manuals in the DC-MO
relations can give much autonomy to multilateral organizations and this can entail the
probable corruption or cheating of multilateral organizations as a result.

4.4. Diversification of Funding Operation in Multi-Bi ODA

4.4.1. Trust Funds

Multi-bi ODA includes earmarked contributions to trust funds (TFs), joint
programmes (JPs), and specific activities within a country programme (OECD, 2012a).
Particularly, trust funds have proliferated both in the World Bank and the United
Nations and the names and types of trust funds are highly varied (Reinsberg, 2012).
Since the 1990s, donors have relied on global funds (GFs) to cope with increasing
global challenges such as HIV/AIDS, Tuberculosis, and Malaria. Besides, the number
of trust funds has also expanded in the World Bank and the United Nations. Notably,
the natures of global funds are the same as trust funds58 and the growth of both trust

58

Trust funds are defined as funding vehicles for channeling aid resources to be
administered by a trustee organization such as the United Nations, World Bank or other
development Organization on behalf of governmental and non-governmental donors. Thus, trust
funds are not programs, but they are contributed resources for specific programs and activities
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funds jointly reflect a trend towards multi-bi ODA in multilateral cooperation
(Reinsberg, 2012).
To date, the developmental activities of the UN system have heavily relied on the
specific programme/projects, which are financially supported by single donors and
they account for about 80% (United Nations, 2012a). On the other hand, the UN
system utilises relatively small proportion of multiple donor trust funds (pooled
funding mechanisms: MDTF, Thematic Trust Funds, One UN Funds) and these amount
to only about 10% (UNDG, 2011)59. Unquestionably, this shows that single donors
have greater levels of influence on the development activities of the UN system while
other multi-donor trust funds have seemingly dispersed and weakened levels of
earmarking due to the multiple numbers of donors.
However, MDTFs60 are believed to be the most effective aid modalities to deal
with the countries lying in the post-conflict contexts such as the spread of HIV/AIDS,
natural disasters, and civil wars (Barakat, et al., 2011). Besides, MDTFs have
significance in that they develop the donor coordination (harmonisation) and they are
specifically designed to offer aid resources that are more predictable and stable than
single donor trust funds (Barakat, et al., 2012). The UK ranks as the largest donor for
agreed between the donors and the trustee organizations (World Bank, 2011).
59
The numbers of UN MDTFs are increasing and this reflects the trends towards the Aid
Effectiveness Agenda, Delivering as One (DAO), and the agreed global strategic plans such as
the UN Development Assistance Frameworks (UNDAFs), and other similar Strategic
Documents/Frameworks. (UNDG, 2011).
60
Trust funds contributed by multiple donors were initially called multi-donor trust funds but
nowadays UNDP changed its term into multi-partner trust funds (MPTF). Regarding the
background of trust funds, Bernhard Reinsberg argues “TFs have existed since the early 1990s,
but substantial activities such as the UNDP-administered platform for multi-donor trust funds
(MDTF) have grown since the mid-2000s (Reinsberg, 2012).”
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MDTFs and UNDP is the lead agency which administers the biggest volumes of
MDTFs.

Table 4-6. Multi-Donor Trust Funds (2010)
Main contributors

Rank

1
2
3
4
5
6
7
8
9
10

Donor

Main entities

Contributions Shore of total
(USD million) (Percentage)

United
Nations
entity

Transfers
Share of
received
total
(USD
(Percentage)
million)

United Kingdom

136

25.7

UNDP

361

33.9

Norway

97

18.3

UNICEF

150

14.1

Netherlands

60

11.4

FAO

77

7.2

Sweden

60

11.3

WFP

61

5.7

Spain

49

9.3

UNFPA

39

3.6

Denmark

23

4.3

WHO

39

3.6

Ireland

19

3.6

UNESCO

30

2.8

IDA8

17

3.2

UNHCR

22

2.1

Belgium

14

2.6

ILO

21

2.0

Finland

7

1.3

UNIDO

16

1.5

Source: United Nations (2012a: 26).

In relation to the principal-agent model, the UN trust funds become very
interesting because they have clearly divided principal-agent aid architectures to be
analysed even though they are multifaceted. First of all, the UN trust funds can be
categorised into single-donor trust funds (SDTF) and multi-donor trust funds (MDTF)
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based on the numbers of donors. Single-donor trust funds (SDTF) are represented by
programme/project-specific funds, typically financed by single donors, and these
comprise the majority of the UN operational activities for development (United
Nations, 2012a).
Interestingly, SDTFs and MDTFs can be replaced by the same conceptual design
as the single-principal agent model (SPA) and the multiple-principal agent model
(MPA) and this is as described in Figure 4-6.

Figure 4-6. SDTFs : MDTFs = SPA : MPA

Single Principal Agent (SPA)

Multiple Principal Agent (MPA)

X
X

Agent

Y

Agent

Z

Then, what would be the linkage between the UN trust funds and the PA model?
What matters in the TF-PA relations is the question whether the levels of earmarking in
trust funds will vary according to the numbers of donors. As trust funds are classified
into multi-bi ODA which is earmarked by donor side, they are regarded as highly
donor-driven resources in principal. However, the levels and intensity of earmarking
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can be varied based on different norms and standards in practice (UNDG, 2006). So the
spectrums of earmarking on trust funds can also vary. This is the very reason why there
are many pros and cons of the proliferation of earmarked funding, therefore we cannot
say that all earmarked aid is bad or all unearmarked aid is good (Adugna, 2009).
For example, MDTFs can be further analysed into softly earmarked multi-bi ODA
even though they are earmarked resources (multi-bi ODA) in principal (Adugna, 2009).
Comparably, SDTFs can be tightly earmarked resources in relative terms and there can
be a greater level of donor intervention due to the single presence of donors in the
SDTFs funding mechanisms.
In the case of ‘MDG Achievement Fund’ - which belongs to the categorisation of
MDTFs - its aid architectures look interesting since it relies on the large contribution
from single donor country (Spain). 61 As a result, the MDG Achievement Fund
(currently called SDG Fund) is close to SDTF taking its heavy reliance on single donor
country into account and the asymmetrical revenue structures of MDG Achievement
Fund can make the DC-MO relations gradually imbalanced.
Of course large contributions by single donor countries simply increase the
revenues of multilateral organizations, but at the same time, it leaves some concerns
behind. On this issue, Barakat once stressed that “the theoretical benefits of MDTFs
have been lost during implementation as donors bent the model to their standard
61

“The MDG Achievement Fund (MDG-F) was committed to eradicating poverty and
inequality and changing people’s lives around the world. Set up in 2007 with a generous
contribution from the Government of Spain to the United Nations system, we worked together
with and in support of citizens and their Organizations as well as governments to implement
programmes that helped advance the Millennium Development Goals (MDGs) worldwide
(MDG Achievement Fund, or MDG-F).”
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operating procedures” and he voiced skeptical opinions over the roles of donors in the
implementation process of MDTFs (Barakat, 2009).

4.4.2. Joint Programmes

From the perspectives of the UN Joint Programmes, the fundamentals of the UN
MDTFs also become interesting because MDTFs are operated based on the modality of
pass-through funding (one of the UN joint programmes), which is typically managed
by a single administrative agent62 (UNDG, 2006). Nevertheless, the share of passthrough funding is relatively small and accounts for only 13% out of the total UN joint
programmes (UNDG, 2006).
Concerning the UN joint programmes, which consist of the multi-bi ODA, the
majority of joint programmes are employing the modality of parallel funding as shown
in Table 4-7. This is because the modality of parallel funding has been traditionally
most popular in the UN entities. For instance, parallel funding has been used for joint
activities in areas like immunisation, school feeding63, and HIV/AIDS prevention, even
before the formulation of the joint programming instruments (UNDG, 2006). Besides,
approximately half of the activities related to the prevention of HIV/AIDS have
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In the UN joint programmes (multi-bi ODA), there are three different funding modalities: 1)
parallel, 2) pooled, and 3) pass-through and the three modalities can be combined (UNDG,
2006). The decision to select one funding modality (or a combination) is based on how to
achieve “the most effective, efficient and timely implementation, and to reduce transaction costs
for national partners and donors (UNDG, 2006).”
63
WFP (World Food Programme) is actively engaging in the school feeding programs and it is
generally largest organizer of school feeding programmes in developing countries (WFP, 2007)
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adopted a pooled funding modality.
Notably, education programmes tend to be operated under a parallel funding
framework. On this issue, the UNDC once highlighted that “countries included in this
review that have opted for the parallel funding method, have generally concurred that
this modality is chosen as a ‘default’ modality – where agencies’ are unwilling or
unaware of how to implement alternative funding modalities.” Nonetheless, the parallel
funding modality seems to be easier to operate from the point of view of the UN
agencies in that it is independently managed by each UN agency (UNDG, 2006).

Table 4-7. Breakdown of Joint Programmes in the United Nations
Types of Joint Programmes

Share of Total JP (%)

Areas

Parallel Funding

44

Mostly education & health

Pooled Funding

37

Mostly health

Pass-through Funding

13

Diverse (MDTFs)

Combination

6

-

Source: Compiled by author based on UNDG (2006).

Here lies the need to ask why there is a TF-JP correlation and this can be analyzed
from the case of MDTFs based on the principal-agent approach. For instance, in terms
of operational management, MDTFs are considered to be seemingly distant from the
nature of multi-bi ODA. This is presumably because the administrative agent (AA)
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takes a limited role in the managerial process of MDTFs (pass-through funding)64 and
other UN agencies, which convey the trust funds to recipient countries, do not actively
intervene in the process of running the trust funds on the ground. This is one of the
reasons why MDTFs are categorized as softly earmarked funding (Adugna, 2009).
From the principal-agent framework, this appears to entail the increase of MO
(agent) responsibility and the decrease of DC (principal) influence on the management
of multi-bi ODA. As a result, the possibility of cheating from the agent side will be
incrementally growing. In this sense, donor countries seek to embed a donor-focused
monitoring system even when delegating authority to multilateral organizations. The
‘Supervising Entity’ in the Global Partnership for Education (GPE)65 can be a good
example for supervising a multilateral organization (GPE) from the donor side (GPE,
2013e). Because the Supervising Entity consists of agencies and organizations from the
donor side and it has taken the active role of providing managerial advice and
supervision on the operation of GPE trust funds (GPE, 2013e; Interviews).

64

Pass-through funding is described as “two or more organizations develop a joint programme,
identify funding gaps and submit a joint programme document to donor(s). If the donor(s) and
participating UN organizations agree to channel the funds through one participating UN
organization, then the pass-through modality applies. The UN organization channeling
resources – the Administrative Agent (AA) --will be selected jointly by all participating UN
organizations in consultation with Government (UNDG, 2006).”
65
The GPE supports efforts to provide quality education to all children, drawing on resources
and personnel from 53 developing countries and over 20 bilateral agencies, regional agencies,
international agencies, development banks, private-sector initiatives, teachers, and international
NGOs. Furthermore, the GPE is the only system for multilateral cooperation that focuses on
providing financial support for elementary and secondary education and it facilitates not only
financing efforts, but also more effective cooperation between donor countries and recipient
countries for educational aid based on the education strategies of specific countries. Since 2003,
the GPE has achieved the enrollment of 19 million children, the procurement of 30,000
classrooms, and the training of 337,000 teachers (GPE Homepage).
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For example, KOICA (Korea International Cooperation Agency) – is not a
member of the GPE (as of June 2014) - puts much emphasis on the roles of its overseas
offices since they become important if KOICA determines to participate in the GPE.
This is because the Supervising Entity performs most of its functions in collaboration
with the governments of its partner countries (donor and developing countries), and
therefore, the overseas offices of KOICA can play a significant role in bridging the
relations between the KOICA headquarters and overseas offices at the field level
(Based on the interviews with KOICA).
In addition, the GPE are governed by three internal sub-organizations; 1) Board of
Directors, 2) Financial Advisory Committee, 3) Secretariat, and most importantly,
‘Board of Directors (BoD)’ takes the most pivotal roles in deciding the directions of
strategic plans and fund management of the GPE trust funds. The Board of Directors is
composed of 19 seats; 1) developing countries (6 seats), 2) donor countries (6 seats), 3)
NGOs (3 seats), 4) private-sector initiatives (1 seat), 5) international organization (1
seat), therefore donors are also assigned a key role in Board of Directors as well as in
the Supervising Entity (GPE, 2013e; Interviews).

Table 4-8. Governing Structures of GPE
Name

Responsibilities

Remarks

․ Establishes general policies ․ Developing Countries : 6 seats
Board of Directors

and strategies affecting the ․ Donor Countries: 6 seats
whole partnership
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․ NGOs: 3 seats

․ Private-sector: 1 seat

․ Establishes budget plans

and determines the direction ․ Int’l Organizations: 3 seats
of technical support

Total: 19 seats
Chairperson: Ms. Bellamy

․
Financial Advisory
Committee

the

board

of

directors in allocating aid Comprised of 1 chairperson and
funds and setting the budget 14 members
for the secretariat.
․

Secretariat

Assists

Provides

administrative

support for all GPE partners
and facilitates cooperation.

Comprised of 5 teams and 40
personnel

Source: GPE Homepage.

Consequently, the governing structures of the GPE seem to be affected by the
strong presence of donors in its organizations, however, the stories become totally
different from the position of the GPE trust funds management. For instance, the GPE
trust funds are perceived and regarded as core resources (non-earmarked contribution)
on the ground level even though they adopt a trust fund modality (Based on interviews
with KOICA and GPE). This is of considerable interest and can be answered from two
different angles.
First, once trust funds are contributed to the GPE by multiple donors, the roles of
the GPE (agent) are quite limited because it just transfers the funding to the working
UN agencies on the ground (UNDG, 2011). This is because the GPE trust funds are
one of the MDTFs and adopt a pass-through funding modality as a result. Accordingly,
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the nature of trust funds channeled through the GPE is closer to core resources
(unearmarked contribution) in practice even though they are non-core resources
(earmarked contribution, multi-bi ODA) in principal.
Second, the GPE trust funds can be portrayed as core-resources provided it
employs the different standards of classification. This is similar to the argument which
was once put forward by an economist in the World Bank and he generalised the traits
of earmarked funding as: “1) Earmarked-at-source aid, which includes aid earmarked
for specific themes or purposes by congressional authorities or by aid agencies early on
in their allocation process, 2) Earmarked-at-use aid, which in addition to earmarked-atsource may also include other types of aid designated for specific purposes at the point
of commitment or use (including investment projects from both bilateral and
multilateral sources, for example) (Adugna, 2009, p. 2-3).”
In line with this, this paper redesigned the types of earmarked funding (multi-bi
ODA) as Figure 4-5 based on the timing of earmarking.

Figure 4-7. Types of Earmarking by Time Series

Source: Modification added based on Adugna (2009: 2-3).
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That is, the GPE trust funds belong to the group of earmarked-at contribution
based on Figure 4-5 because the funding is contributed at an earlier stage. Notably,
once the funds are contributed by multiple donors (principal), they are perceived and
operated as core resources by multilaterals (agent) because the GPE trust funds are part
of MDTFs which adopt a pass-through funding modality. As previously mentioned, the
MDTFs are also referred to as softly earmarked funding and this provides a different
approach for the analysis about the questions on whether MDTFs are core resources or
non-core resources (Adugna, 2009).

4.4.3. Specific Projects and Programmes

In addition to the UN trust funds and joint programs, special activities in country
programmes are also included in the range of multi-bi ODA (OECD, 2012a). However,
the boundaries of special activities are not clearly demarcated while the specific types
of UN trust funds and joint programmes can be easily discerned as there is a clear-cut
categorisation of them in the United Nations.66
Nonetheless, the specific programmes and projects managed by single donors
comprise the majority of multi-bi ODA particularly in the United Nations as explained
earlier in Chapter 4.2.3, so they have much significance to be further investigated to

66

The specific information about each UN trust fund and joint programme is provided at the
MPTF website of the UNDP (http://mptf.undp.org).
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consolidate the concept of multi-bi ODA (United Nations, 2012a).
The ‘Millennium Project’, which was directed by Prof. Jeffrey D. Sachs, is an
exemplary case of specific activities supported by single donors in multi-bi aid
frameworks.
In line with the Millennium Project, the Millennium Villages Project (MVP)67
was launched in 2005-06 aiming at contributing to the achievement of the Millennium
Development Goals (MDGs) particularly in the regions of rural Africa (e.g., subSaharan African regions).
Notably, donor countries deeply intervene in the process of multi-bi ODA in the
MVP by the so-called holistic approach68 and this way of intervention can greatly
constrain multilateral organizations since donor countries come to hurry their multi-bi
projects and programmes to accomplish their development goals within certain time
period and this intervention is usually conducted by pushing multilateral organizations
(Millennium Villages, 2010a; 2010b).
67

“The MVP has three overarching goals. The first is to support Millennium Village (MV)
communities and local governments to achieve the MDGs by 2015. The second goal is to create
a system for success. This means not only a clearly defined pathway to achieve the MDGs, but
also a toolkit that can be transferred from the MV’s to the rest of rural Africa. This entire set of
tools must be well documented and available to other communities and governments. The third
goal is to work with governments around Africa to scale up MVP interventions and
achievements, so that the best lessons of the MVP are put quickly into practice around the
continent (Millennium Villages, 2010a; 2010b).”
68

“The MVP is a complex project that operates at the scale of communities of 5,000 to 70,000
people. Unlike many other development initiatives, the MVP is not testing or introducing a
single new intervention. In a Millennium Village site, dozens of science-based interventions are
pursued simultaneously. The interventions range across five key sectors: agriculture, health,
education, infrastructure (including water and sanitation), and business development. The
Project leverages and develops systems and technologies for achieving the strongest combined
results of these interventions (Millennium Villages, 2010a; 2010b).”
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In particular, donor countries constantly come to push multilateral organizations
in the MVP, and as a result, it is termed ‘Big Push’ and there are some positive
evaluations on it since it contributed to facilitating the achievement of development
goals in targeted areas. However, many sceptical views are also cast upon the way of
Big Push because it can undermine the national ownership and development priorities
in many cases on development (Millennium Villages, 2010a; 2010b).
As a result, the Millennium Villages Project (MVP) can be a control mechanism
for donor countries to constrain multilateral organizations since the funding operation
of multi-bi ODA in the MVP is highly affected by the interventions of donor countries
as shown in the case of Big Push (Millennium Villages, 2010a; 2010b).
As exemplified in the MVP, donor countries tend to hurry their multi-bi projects
to achieve their development goals within certain time period and this can lead to the
‘Big Push’ of donor countries – a control mechanism - to multilateral organizations.
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5. Conclusion: Multi-Bi ODA as a Conundrum

As explained, DAC member countries have traditionally sought to keep the
balance between bilateral and multilateral aid allocations – generally 30% (multilateral
aid) to 70% (bilateral aid), but in case of the total use of multilateral channels, the share
amounts to 33% including multi-bi ODA (OECD, 2012a) - based on different standards
and domestic policies, but at the same time, the importance of multilateral aid has
notably increased due to the expanding needs to cope with a variety of global
challenges in recent years (OECD, 2011a).
However, as the environment for conventional multilateral cooperation is
worsening due to budget constraints in donor countries, multilateral aid has been
modified into a hybrid form termed ‘multi-bi ODA (also referred to as non-core
resources, earmarked contribution, earmarked funding, and specified voluntary
contribution).’ This has implications for both the donor countries and multilateral
organizations in relations to a PA Model as analyzed, and because of the proliferation
of multi-bi ODA since the mid-1990s particularly in the forms of specific activities
supported by single donors (multi-bi projects and programmes) and trust-funds, the net
volumes of multi-bi ODA have gradually increased.
The Table 5-1 displays the current trends of multi-bi ODA in relations to both
bilateral and multilateral aid; as explained in the earlier chapters, some donor countries
such as Canada, Spain, Norway, Sweden, UK, and Australia show higher preferences
towards multi-bi ODA and the share of multi-bi ODA accounts for approximately 20%
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in those countries (OECD, 2010a; 2011a; 2012a).

Table 5-1. ODA Flows (2008-2010)
(Unit: USD Billion)
Type of ODA

2008

2009

2010

Bilateral ODA (excl. Multi-Bi)

75 (61%)

77 (60%)

82.4 (60%)

Multi-Bi ODA / Non-Core

14 (11%)

15 (12%)

16.7 (12%)

Multilateral ODA

35 (28%)

36 (28%)

37.6 (28%)

Source: OECD DAC Report on Multilateral Aid (2010-12).

PA Analysis: Benefits and Challenges of Multi-Bi ODA

In line with this background of multi-bi ODA, this paper has sought to analyze the
relationship between donor countries and multilateral organizations. Particularly, the
increasing trend of multi-bi ODA in the United Nations – mostly UN Funds and
Programmes (abrupt increase of voluntary contributions in UNDP, UNICEF, and WFP
compared to other multilateral organizations) – were the main scopes of this research,
and in an effort to answer the research question, this paper examined the control
mechanisms of donor countries towards multilateral organizations to find the reason
why donor countries are preferable to multi-bi ODA based on the theoretical logics of
Principal-Agent Model. For the investigation, several overarching features found in the
aid frameworks of multi-bi ODA were analyzed, fostering the construction of
additional knowledge about multi-bi ODA.
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For instance, multi-bi ODA has proven that it can be utilized as a preventative tool
that can constrain the probable ‘agent slack’ which can occur in multilateral
organizations when the interests of donor countries and multilateral organizations are
not mediated for a collective goal. This was proven in every chapter to various degrees
with other implications as well.
For example, donor countries are surely taking the dominant position from the
‘bilateralization of multilateral aid’ and they tend to pursue the maximization of their
strategic interests through the form of bilateral aid by utilizing multilateral channels,
which is termed multi-bi aid (multi-bilateral aid). But at the same time, many concerns
were also cast upon the ‘bilateralization of multilateral aid’ since multi-bi ODA tends
to be used in the development projects and programmes which are highly related with
the political interests of donor countries (OECD 2011a; 조한슬, 2013).
Furthermore, the clash of interests between donor countries and multilateral
organizations can happen at any time from the PA perspectives in that the two sides
have asymmetrical structures of information, and as a result, conflicts between donor
countries and multilateral organizations seem to be recognized as being natural in the
aid frameworks of multi-bi ODA. This is the reason why donor countries seek to have
control mechanisms to supervise multilateral organizations since donor countries can
utilize multi-bi ODA as a control mechanism to constrain multilateral organizations.
Furthermore, donor countries seek to embed a control mechanism – mostly monitoring
and evaluation in multi-bi ODA - particularly to escalate aid visibility since there have
been domestic pressures from legislative bodies and civil societies due to budget
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constraints. All of these analyses explain the reason why there has been a gradual
increase in the volume of multi-bi ODA, and in addition, they can clarify the
underlying reasons for the increase of multi-bi ODA in the United Nations which was
much higher than the other multilateral organizations.
Notably, if the conflict between donor countries and multilateral organizations is
inevitable by the PA analysis, donor countries and multilateral organizations have to
make an effort to minimize the chances of that conflict of interest between them, and at
the same time, they need to make an endeavour to maximize the interests of both sides
for aid effectiveness and better outcomes of their multi-bi projects and programmes in
recipient countries. In fact, both donor countries and multilateral organizations can
benefit from control mechanisms when the mandates and responsibilities of both donor
countries and multilateral organizations are clearly demarcated by control mechanisms
as analyzed in the case of rule of law.
On the other hand, control mechanisms of donor countries left some problems
because installing control mechanisms in multi-bi aid frameworks can be very
challenging and costly for donor countries since the numbers of multilateral
organizations are over two hundreds, and in addition, the fragmented systems in the
United Nations can restrain donor countries from installing control mechanisms to
supervise multilateral organizations.
From another PA perspective, the findings in this study could also imply that
multilateral organizations may face difficulties in resource mobilization once the trustbased relationship is broken between donor countries and multilateral organizations.
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This can be explained by the case of UNESCO which has difficulties in mobilizing
sufficient amount of development financing since the US – previously biggest donor to
the UNESCO – has decided to cut back on its contribution to the UNESCO.
Furthermore, large volumes of ODA contribution are made by just a few donor
countries. For example, the United States has been constantly ranked as the largest
donor country by the size of its ODA contribution, with ODA levels averaging almost
US$30 billion a year between 2009 and 2011, and other four counties – Germany,
United Kingdom, France, and Japan – have averaged more than US$10 billion a year
over this period. Surprisingly, the ODA contribution of these five countries accounts
for about two‐thirds of total ODA and the top 15 donor countries constituted 95% of
total ODA between 2009 and 2011.
Most importantly, this implies that multilateral organizations may face a difficulty
in resource mobilization once the trust-based relationship is broken with major donor
countries.69
Nonetheless, this paper has proven that multi-bi ODA has some positive aspects
which need to be highlighted even though it is earmarked by donor countries for
certain subjects (countries, regions, sectors, and themes) for its disbursement in
recipient countries.
Most of all, multi-bi ODA could provide a breakthrough to many multilateral
organizations that are going through severe budget constraints in recent years since it

69

Along with these concerns, ‘Declaration on Innovative Sources of Financing for
Development’ was first adopted by France, Germany, Spain, Algeria, Brazil, and Chile in 2005
to develop an innovative financing strategy for the sustainable development in the coming years.
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increases the additionality of development financing as explained in Chapter 4.2.3.
This additionality of multi-bi ODA comes from the preferences of donor countries to
constrain multilateral organizations since donor countries seek to have their ODA
contributions used in the areas in which they can escalate aid visibility on transparent
basis and have a clear results based on the tighter cooperation with multilateral
organizations. Of course multilateral organizations are further constrained by the
earmarking of donor countries on their ODA contribution compared to the cases of
multilateral aid but multilateral organizations can benefit from the additional ODA
contribution of donor countries as shown by the increase of voluntary contribution in
the United Nations.
As a result, multi-bi ODA - earmarked funding - has to be re-evaluated and further
studied since multi-bi ODA has emerged quite recently and it has come to draw
attentions from development societies because of its additional nature as a
development financing (OECD, 2013c). Moreover, multi-bi ODA has many facets that
have not yet been explored, and as a result, there is a clear need and strong motivation
for donor countries and multilateral organizations – the key stakeholders in multi-bi aid
frameworks - in unveiling the underlying impacts and possibilities of multi-bi ODA by
analytical methods that can make their efforts to be more accountable and contributable
to the sustainable development in the years of Post-2015.
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국문초록

국제개발협력의 화두와 주된 관심사는 늘 변화해 왔다. 오너십, 책무성,
원조효과성 등을 중심으로 민관협력, 남남협력, 혹은 삼각협력이 중요시되고
있으며, 최근에는 국제원조사회의 공통적인 원조목표라고 할 수 있는
MDGs를 넘어 SDGs(지속가능한 개발목표)의 시대로 옮아가는 추세이다.
또한 복잡다단해져 가는 원조환경의 변화와 다양한 글로벌 이슈들(기후변화,
HIV/AIDS, 자연재해 등)의 등장으로 다자기구들의 전문성과 노하우를 적극
활용한 다자협력의 필요성이 그 어느 때보다 높아지고 있는 실정이다. 이와
함께 전 세계적인 경제사정의 악화와 불투명한 경제사정 전망으로 향후
지속가능한 개발을 가능하게 하기 위한 안정적인 개발재원의 발굴과 지원
문제는 Post-2015 시대를 앞두고 있는 현재 가장 시급하고 핵심적인 사안
중 하나라고 할 수 있다.
이런 문제의식에서 본고는 지난 국제원조무대에서 점진적으로 증가되어
왔던 멀티바이 ODA의 추세와 재원적 특징에 주목하여 왜 그간 공여국들이
다자기구들에

대하여

유엔

의무분담금과

같은

비지정기여금

납부에는

소극적이었던 반면 지정기여금으로서의 성격을 가지고 있는 멀티바이 ODA
지원에는 적극적인 태도를 보여 왔는지를 밝혀 보고자 하였다. 이를 위해
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유엔 및 OECD, 공여국 원조기관, 국내외 유수 연구소들의 연구 보고서,
관련 문헌들을 폭 넓게 조사하였으며, 이렇게 조사된 내용들을 바탕으로
멀티바이

ODA를

둘러싼

공여국-다자기구

사이의

관계를

논리적으로

분석해 보고자 하였다.
특히 멀티바이 ODA를 둘러싼 공여국과 다자기구의 입장 및 그 양자
관계를 증명하기 위해 Principal-Agent 모델을 적용하였고, Principal-Agent
모델에서

이야기하는

공여국의

다자기구에

대한

컨트롤

메커니즘을

중심으로 왜 공여국은 멀티바이 ODA를 집행하는 과정에서 다자기구를
컨트롤하려 하는지, 그리고 어떤 방식을 통해 다자기구를 컨트롤하려
하는지를 특히 기존의 전통적인 양자, 다자원조와의 비교적인 관점을 통해
분석해 보고자 하였다.
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