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Abstract 

 

How do far-reaching shifts in the global aid business impact on development priorities 
in post-conflict countries? This thesis addresses a deficiency in the aid literature, which 
recently has applauded the concept of aid for post-conflict development while rarely 
explaining the effects of having different aid donors for development and for the post-
conflict recovery process for which the issue of aid ownership arises. Sri Lanka is 
selected as a case study as it experienced civil war between government forces and the 
Liberation Tigers of Tamil Eelam (LTTE) for over 30 years, and which finally came to an 
end in 2009.  

Despite the endorsement in the development literature that aid is a key to successful 
post-conflict recovery, in the case of Sri Lanka, confusion and lack of clarity remain as 
to the outcomes.  Aid donors, both traditional (e.g., Japan, USA, Norway) and non-
traditional (e.g., China, India), have channelled their post-conflict aid to Sri Lanka using 
their own interpretations of development priorities. This study argues that a 
diversification of development priorities is now taking place in which non-traditional 
aid donors’ interpretation of development priorities is quite different to that of 
traditional donors. This study argues that such inconsistency among aid donors about 
significant development priorities provides new opportunities and arenas for aid 
recipient to make a choice among aid donors.  

In order to better explain the phenomenon, a post-conflict analysis of donor and 
recipient activities in post-conflict Sri Lanka (2009-2015) is presented. The study 
investigates three research questions: (1) How did donors react to post-conflict 
development of Sri Lanka in terms of scaling up/scaling down total aid?; (2) Was the 
sectoral allocation of post-conflict aid by traditional and non-traditional bilateral 
donors shaped by post-conflict Sri Lankan-specific needs?; and (3) What was the 
impact of tilting towards China and what effect has the move away from dependence 
on traditional aid providers had on aid ownership in post-conflict Sri Lanka? 

The Organisation for Economic Co-operation and Development’s (OECD) Creditor 
Reporting System (CRS) and the International Development Statistics (IDS) online 
database, the World Bank’s World Development Indicators, the Central Bank of Sri 
Lanka and Ministry of Planning and Finance of Sri Lanka annual reports of various years 
are mainly used to make an analysis based on sectoral composition of aid flows in 
terms of key development priorities. 

Based on the literature, the study identifies four types of needs-based development 
priorities: establishing safety and security, reconstructuring infrastructure and 
restoring services, stabilising and equitably growing the economy and strengthening 
constitutional government. This study’s results indicate that there is an inconsistency 
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between donors over their assessment of post-conflict development priorities.  That is 
almost all donors are typically selective when deciding what type of aid is suitable for 
recipients to receive. A habitual overlooking of the governance criteria and equitable 
growth of the economy relating to development and placing of a high priority on 
economic infrastructure development are dominant tendencies of non-traditional aid 
donors. Most strikingly is the priority given by like-minded traditional aid donors to 
safety and security, but which has declined as priorities in Sri Lanka since 2009. What 
stands out in terms of post-conflict development in Sri Lanka is the clear differentiation 
of aid donors’ support for distinctively different post-conflict recovery outcomes.  

In such a situation, given the aid donors’ difficulty of reaching agreement on a set of 
development priorities in post-conflict countries, the recipient will be faced with 
choosing between aid donors’ differing priorities. This study suggests that Sri Lanka 
faces the prospect, not merely of having to subordinate some of the more difficult 
development targets and reforms, but also to demonstrate its willingness to receive 
more aid: that is, Sri Lanka wants to have what is termed in this study as ‘conditionality 
selectivity’. Sri Lanka’s choice of China as the main aid donor, this study further argues, 
may be made not because Sri Lanka agrees with China over what post-conflict 
development priorities should be. Rather, because Sri Lanka needs to maintain a 
significant level of policy dialogue with China having aid conditionalities that are easy 
to comply with. 

 
How then does building a close dialogue with non-traditional donors, or the capacity to 
have ‘conditionality selectivity’ impact on aid ownership? Linked to this shift was the 
diplomatic support received from China, but which, indirectly weakened Sri Lanka’s 
ownership position. On the other hand, because Sri Lanka has not been able to wholly 
ignore traditional donors and their influence and because Sri Lanka needs to maintain 
at least a low level policy dialogue with donors having aid conditionalities that are 
difficult to comply with, it has resorted to implementing a number of nationally 
designed peace policies, although according to traditional donors, they were not 
sufficient. These issues clearly pose a challenge to the concept of aid ownership.  
 

Key words: shifts in the global aid business, post-conflict development, traditional 
donors, non-traditional donors, post-conflict Sri Lanka, conditionality selectivity 
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Chapter 1 : Introduction 

1.1 Introduction  

Far-reaching shifts in the global aid business present a challenge to post-conflict 

countries, as well as for scholars studying the effectiveness of post-conflict aid. The 

most significant nodal point in contemporary development aid discourse is that aid 

from non-traditional donors has started to play a key role in development, particularly 

in economic infrastructure development. This suggests that a diversification of 

development priorities is now taking place, upending the hitherto powerful role 

played by traditional donors.  This study examines how these changes in global aid 

business affect the countries that experience transitions from war to peace, in 

particular Sri Lanka’s post-conflict transition during the period 2009-2015. 

First, a major shift in global aid business is examined where new donor countries 

emerged whose role was clearly distinguished from that of traditional aid donors in 

the post-conflict aid literature (Paczynska, 2011; Toh & Kasturi, 2012). With new 

donors replacing traditional donors such as United States of America (USA), United 

Kingdom (UK) and Japan, the structure of the international aid regime has begun 

shifting towards emerging donors like China, India, and Brazil, whose policies are 

increasingly attractive for aid recipients (Mawdsley, 2012; Zeitz, 2015). These donors 

have adopted easy and flexible aid conditionalities for their aid. Given the 

expectations of major traditional aid donors of a high level of compliance by post-

conflict countries, there is often use of peace conditionality as levers to encourage 

peace related policies and regulations (Chauvet, 2003) and as an inducement to 

recipients to adopt particular policies (Whitfield & Fraser, 2010). Yet, the literature 

provides little guidance on what type of impact accommodating diverse conditionality 

demands has on post-conflict countries. Therefore this study seeks to answer these 

questions. 

Second, post-conflict development literature is reviewed. It is noted that definitional 

criteria adopted from non-conflict contexts cannot explain exactly what post-conflict 

development means in a post-conflict country. Recent studies suggest that foreign aid 
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allocation needs to be expanded and fine-tuned to incorporate post-conflict, peace 

building goals in addition to macroeconomic performance goals such as high GDP per 

capita growth, an enhanced policy environment, increased investment and the better 

regulation of fiscal management. This suggests that foreign aid to post conflict 

countries is different to conventional aid (Demekas, McHugh, & Kosma, 2002) because 

the recovery outcomes of post-conflict countries go beyond macroeconomic 

performance and include social and governance performance. In the same vein, 

Demekas et al. (2002) posits that the conventional aid literature is irrelevant in post-

conflict cases. They also argue that donor countries should extend beyond the 

traditional criteria that focus on growth and macroeconomic targets to include a wider 

array of strategies to improve recipient governments’ performance. It is timely in this 

context to re-evaluate the ‘effectiveness of aid’ as a tool for development in post-war 

countries.  

Drawing on the recent study of Del Castillo (2008), this study adopts the position, 

which asserts that successful post-conflict recoveries should be seen as a 

‘development-plus’ challenge including further activities relating to  reconstruction 

and peace consolidation. To be more specific, this study argues that the impact of aid 

on economic and social recovery outcomes is equally important. In order to better 

explain the phenomenon, a post-conflict analysis of donor and recipient activities 

(2009-2015) in Sri Lanka is presented. The year 1983 marked the beginning of war 

between the Government of Sri Lanka and the Liberation Tigers of Tamil Eelam (LTTE), 

a dominant group that represented the minority Tamil population in Sri Lanka. The 

1983-2009 war inflicted a catastrophic human cost, as both sides sustained thousands 

of war casualties. Furthermore, the economic cost wrought by the prolonged conflict 

was equally devastating.  

The beginning of post 9/11 world order brought an unprecedented positive change in 

the international community’s perception of the Sri Lankan government’s war efforts 

against the LTTE as a means for reaching durable solution to the underlying communal 

problem. Western countries were now more receptive in the Sri Lankan context to the 



    

 

  3 

 

notion that the “….government has a right to try to protect the territorial integrity and 

sovereignty of the country. The government has a right to protect the stability and 

security in the country” (Lunstead, 2007, p. 39). Then U.S. ambassador to Sri Lanka, 

Jeffrey Lunstead lent support to this notion in his statement on January 2006 that: 

“through our military training and assistance programs, including efforts to help with 

counter-terrorism initiatives and block illegal financial transactions, we are helping to 

shape the ability of the Sri Lankan government to protect its people and defend its 

interests” (In Harneis, 2010). Referring to India’s tacit support for his government, the 

former Sri Lankan president Mahinda Rajapaksha1 (2005-2015) stated: “…war is part 

of the South Asian campaign against terrorism. In fact, by eliminating the LTTE 

militarily, I have fought India's war…India's moral support during the war was most 

important” (Patranobis, 2009).  

Soon after the war ended and prior to 9/11, the international community’s support of 

the Rajapaksha government continued to diminish. One major reason for this was the  

Rajapaksha’s government’s failure to implement a political solution through a 

constitutional amendment despite his promise to do so soon after the war ended 

(Kelegama, 2016). The international community was also critical of the military 

methods used during the final offensive against the LTTE in 2008-2009. As well, 

western countries demanded a more transparent reconciliation policy and better 

governance arguing that Sri Lanka’s human rights record by the end of war was so 

poor that international intervention could be called for. The Rajapaksha Government’s 

distrust of the international community’s mediation also added to international 

criticism and a further deterioration in relations with western countries. Some of the 

problems also appear to have arisen because of the Rajapaksha Government’s distrust 

of the international community’s mediation. Widespread resentment against Sri Lanka 

occurred leading to a further deterioration in relations with the west.  

                                                           
1 President Rajapaksha was re-elected for a second term on 27 January 2010 and was in office until he 
was defeated in his bid for a third term in the 2015 presidential election by the current president 
Maithripala Sirisena. 
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Despite the fact that wars can cause severe socio-economic damage, post-conflict Sri 

Lanka appeared to have been successful in its recovery outcome. It enjoyed a 5% 

annual growth rate on average over the 30 year period of its civil conflict (1983-2008) 

which rose to 6.7% in the period 2009-2013 (Central Bank of Sri Lanka, 2014). Inflation 

has been relatively low; by 2009, it was only 3.5% compared to the 2008 rate of 

22.6%. The unemployment rate dropped from 5.2% in 2010 to 4.3% in 2014 (more 

details will be discussed in chapter four). Since 2010, Sri Lanka has been recognised as 

a ‘lower middle income country’. Despite these achievements in economic 

development, whether post-conflict needs are in fact being addressed remains largely 

unknown.    

In order to provide a useful basis for understanding post-conflict development needs 

of Sri Lanka, this study adopts four ‘governance functions criteria’ proposed by a joint 

study by the United Nations Department of Economic and Social Affairs (UNDESA) and 

United Nations Development Programme (UNDP) in their study on “the challenges of 

restoring governance in crisis and post-conflict countries” (hereafter referred as 

‘UNDESA-UNDP Report’) namely (1) establishing safety and security, (2) reconstructing 

infrastructure and restoring services, (3) strengthening constitutional government and, 

(4) stabilizing and equitably growing the economy (United Nations Department of 

Economic and Social Affairs and United Nations Development Programme, 2007). In 

order to measure how aid givers prioritise each of these development priorities, 

sectoral allocations of donor contributions based on OECD database on sectoral flows 

will be used. First column of Table 1.1 presents information on main post-conflict 

development priorities as outlined by the UNDESA-UNDP report. The study uses 

Organisation of Economic Cooperation and Development’s (OECD) Creditor Reporting 

System (CRS)2 database to determine how far the development priorities are fulfilled 

by aid donors. The second column of Table 1.1 presents five sectors (with 

corresponding OECD CRS codes) of aid allocation based on OECD CRS database. The 

                                                           
2 The purpose of the CRS database, the OECD explains, is to “…provide a set of readily available basic 
data that enables analysis on where aid goes, what purposes it serves and what policies it aims to 
implement, on a comparable basis for all DAC members” http://stats.oecd.org/  

http://stats.oecd.org/
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last column of the table points out the types of sectoral aid flows and their 

corresponding sector codes as indicated by the OECD. 

Table 1.1: Selected development priorities for post-conflict Sri Lanka 

Main post-
conflict need 
(UNDESA-
UNDP Report, 
2007) 

Specified sectoral flows of aid as outline in OECD aid statistics*    Selected type of sectoral aid flow 
from the OECD sectoral flows of 

aid 

Safety and 
security 

Humanitarian aid (700): emergency and distress relief in cash or 
in kind, including emergency response, relief food aid, short-
term reconstruction relief and rehabilitation, disaster prevention 
and preparedness.  

Humanitarian aid 
1. Emergency response (720) 
2. Reconstruction relief & 

rehabilitation (730) 
3. Disaster prevention & 

preparedness (740) 
Reconstructing 
infrastructure 
and restoring 
services 

Social infrastructure and services (100): this category covers 
efforts to develop the human resource potential and 
amelioration of living conditions in aid recipient countries. It 
includes, inter alia: education: educational infrastructure and 
services and investment in all areas. Specialised education in 
particular fields such as agriculture or energy is reported against 
the sector concerned. Health and population which includes 
assistance to hospitals and clinics, including specialised 
institutions such as those for tuberculosis, maternal and child 
care, other medical and dental services, including disease and 
epidemic control, vaccination programmes, nursing, provision of 
drugs, health demonstration, etc., public health administration 
and medical insurance programmes, reproductive health and 
family planning. Water Supply, Sanitation and Sewerage which 
includes all assistance given for water supply use and sanitation, 
river development, but excludes irrigation systems for 
agriculture. 
 
Economic infrastructure and services (200): This major heading 
covers assistance for networks, utilities and services that 
facilitate economic activity. It includes, but is not exhausted by: 
energy - production and distribution of energy, including 
peaceful use of nuclear energy. Transportation and 
Communications which includes essential equipment or 
infrastructure for road, rail, water and air transport, and for 
television, radio and electronic information networks. 
 
 

Social Infrastructure and Services  
1. Education (110) 
2. Health (120) 

 
Economic Infrastructure and 
Services 

1. Transport (210) 
2. Energy (230) 

 
 

Stabilizing and 
equitably 
growing the 
economy 

Production sectors (300): this heading groups contributions to all 
directly productive sectors. It comprises: agriculture, fishing and 
forestry including crop and livestock development, provision of 
production requisites such as farm machinery and fertiliser, 
irrigation, pest control, veterinary services; services to the 
agricultural sector, fishing and forestry (including tree crops); 
conservation and extension, land reclamation; land and soil 
surveys, land and water use; agricultural construction; storage 

Production sector:  
1. Agriculture (311) 
2. Fishing (313) 
3. Tourism (332) 
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and transport facilities. Agricultural development banks are 
included under this heading. Industry, Mining and Construction 
which includes assistance to extractive and manufacturing 
industries of all kinds, including prospecting and geological 
surveys, development and refining of petroleum and ores, 
processing of food and other agricultural products, manufacture 
of fertilisers and farm machinery, cottage industry and 
handicrafts and non-agricultural storage and warehousing. Trade 
and Tourism which includes export promotion, trade, commerce 
and distribution, banking (including industrial development 
banks) and hotel and other tourist facilities. 

Strengthening 
constitutional 
government  

Government and civil society (150): This category covers 
government and civil society development, public sector policy, 
anti-corruption organistaion, democratic participation, human 
rights, civilian peace building activities, removal of landmines etc 

Government and civil society 
1. Government and civil 

society (151) 
2. Conflict, peace and 

security (152) 
Source: UNDESA-UNDP Report, 2007; OECD CRS database, 2016  
* OECD CRS Sector codes are indicated within brackets 
 

Third, the changes in global aid effectiveness discourse and practice is considered. 

New interpretations of aid effectiveness have emerged — from a growth related 

interpretation to a donor-recipient cooperation-centric interpretation known as aid 

ownership. Accordingly, in some circumstance, aid donors expect aid to be delivered 

to maximise their expectations and interests in post-conflict countries. Known also as 

aid effectiveness, this refers to the “extent to which the reforms advocated by donors 

are in fact implemented” (Morrissey, 2002, p. 1). There are also different 

interpretations of effectiveness by aid recipients, including those who question the 

“degree of control recipient governments are able to secure over implemented policy 

outcomes” (Whitfield & Fraser, 2010, p. 343). Some scholars draw heavily on the role 

of dialogue in engendering mutual cooperation between aid donors and the aid 

recipient in order to improve development outcomes. At the centre of the current 

discourse around aid effectiveness following the 2005 Paris Declaration  and the 2008 

Accra Agenda for Action is the idea of ‘aid ownership’, which is generally defined as an 

outcome of mutually constituted aid negotiation rather than the control that donors 

or recipients possess during aid negotiations (Poverty, 2014). However, this research 

adopts the definition that “aid ownership is the degree of control recipient 

government is able to secure over policy design and implementation irrespective of 
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the objectives they pursue” (Whitfield & Fraser, 2010, p. 343). This reflects that aid 

ownership is an ambiguous concept that lacks a clear-cut understanding of how to 

define and measure it.  

Based on the literature and empirical context in the post-conflict Sri Lanka, this study 

links three types of literature: shifts in global aid business, post-conflict development 

and aid ownership. In the literature of post-conflict Sri Lanka, it is well documented 

that development needs should no longer be understood solely in terms of economic-

growth but rather a linked combination of outcomes which encompass economic, 

social and governance needs. Therefore, there is no single area that aid donors or aid 

recipients could easily regard as being uniquely important. The rationale for 

addressing multiple needs is based on the substantial challenges that post-conflict Sri 

Lanka faced such as the destruction of economic activity and the deterioration of state 

capacity and national institutions (Uyangoda, 2011).  However, during the final stage 

of war, aid donors paid unprecedented attention to post-conflict governance 

(Jayatilleka, 2013, 2014; Peiris, 2009) including issues of violations of human rights and 

individual rights, humanitarian relief, reintegration and reconstruction, and an 

equitable political solution (UN News Centre, November 23, 2010). Overall, Sri Lanka 

was equated to a state that eventually failed in domestic stabilization and fulfilment of 

human rights (Balasooriya, 2011). This setting posed a serious challenge for Sri Lanka  

in terms of not only meeting the urgent need for economic reconstruction through 

foreign aid assistance by donor countries but also in mobilising its capacity to 

overcome the acute political fragility heightened  by the  growing calls on the 

Government to fulfil its political and peace related promises (Kurtz & Jaganathan, 

2016). However, despite clear weaknesses in its capacity and capability to fulfil some 

elements of peace conditionality, post-conflict Sri Lanka succeeded in growing its 

economy according to most macroeconomic indicators (Rotberg, 2011).  

Against the backdrop of political pressure, which was mainly enforced by like-minded 

traditional aid donors, consisting of Denmark, France, Germany, Netherland, Norway, 

Sweden, UK and USA through aid conditionalities and aid cuts, there emerged new aid 
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donors which applied much lower levels of conditionality. Hence, non-traditional 

donors’ development finance was used as an alternative to the heavy conditionality of 

foreign aid by traditional aid donors. As a result, Sri Lanka started borrowing from new 

external sources such as China, India, Russia and Iran and engaged in a different 

development discourse. Having different aid conditionalities meant having a different 

understanding of post-conflict development. Similarly, prioritising new aid donors 

meant undermining the demands of traditional aid donors. Against such a backdrop, 

this study stresses the importance of evaluating donor specific interpretations of post-

conflict needs and compares them with the broader actual needs of post-conflict Sri 

Lanka. In doing so, this study poses the question: How do far-reaching shifts in the 

global aid business impact on development priorities in post-conflict Sri Lanka over the 

period from 2009-2015? 

 

1.1.1 Research questions 

When addressing the key research problem, some overarching questions that directly 

address the research problem emerge. 

 

(1) How did donors react to post-conflict development of Sri Lanka in terms of scaling 

up/scaling down total aid? 

(2) Was the sectoral allocation of post-conflict aid by traditional and non-traditional 

bilateral donors shaped by post-conflict Sri Lankan-specific needs?; and  

(3) What was the impact of tilting towards China and what effect has the move away 

from dependence on traditional aid providers had on aid ownership in post-conflict Sri 

Lanka? 

This study argues that, given the shifts in aid business, there is an inconsistency among 

aid donors as to what post-conflict development priorities are. Aid recipients have a 

choice between post-conflict development policies. In particular, recipients tend to 

put more stock on aid donors having less stringent aid conditionalities rather than 

balancing between obvious development priorities. This study also argues that given 



    

 

  9 

 

the presence of non-traditional aid donors, in addition to traditional aid donors, new 

opportunities arise providing aid recipient the scope to make a choice. The choice, this 

study argues, is an act of ‘conditionality selectivity’, which is made, not because the 

aid recipient agrees with the donor over what post-conflict development priori should 

be, but because the aid recipient needs to establish a space for a policy dialogue with 

the donors over aid conditionalities that recipients find difficult to comply with.   

 

1.2 Research objectives 

The majority of post-conflict countries are among the world’s poorest, have a low 

level of development and are dependent on foreign aid for their post-conflict 

development activities (Collier & Hoeffler, 2004a). Aid for post-conflict development is 

expected to fulfil overriding post-conflict development outcomes: improving 

economic growth related outcomes and fulfilling peace related outcomes (Collier & 

Hoeffler, 2004a). However, drawing on the recent trends of development aid policies 

of bilateral aid donors, in many instances there is a rigid distinction between 

traditional donors such as the USA and other Western countries (or ‘like-minded aid 

donors’) and emerging new donors such as China. The primary motive of traditional 

donors providing aid to post-conflict countries is largely driven by the strengthening of 

peace dividends in post-conflict countries such as democracy, the rule of law, good 

governance, human rights and the continuing promotion of the market economy. In 

the midst of difficult challenge in balancing competing demands of aid donors, 

empirical evidence shows that post-conflict countries habitually overlook or 

undermine peace conditionality (Del Castillo, 2008) and shift towards donors offering 

loose or no conditionality over political reforms (Tan-Mullins, Mohan, & Power, 2010; 

Zeitz, 2015) and thereby ending aid dependency on traditional donors. Whether this 

leads to unpredictability of funding and an undermining of the recipient’s 

development programmes remain largely unanswered.  The above background 

examines the role of development aid in post-conflict countries and leads to the case 

study of post-conflict Sri Lanka (2009-2015). The main focus of this thesis is to assess 
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the link between Sri Lanka’s growing dependence on new aid donors during the post-

conflict era and its impact on post-conflict development outcomes.  

For Sri Lanka, aid from traditional development partners such as the USA has 

decreased, while aid from non-traditional donors such as China has significantly 

increased (Amarasinghe & Rebert, 2013). Accordingly, this study scrutinizes shifts in 

international aid business, drawing chiefly on emergence of new aid donors and the 

declining aid donor roles of traditional aid donors. While post-conflict development is 

a contested and incomplete concept, how it is understood by traditional and non-

traditional aid donors during the transitional period from war to peace has largely 

been ignored. In this process there are changes to the aid business including the 

changes of aid donors, aid conditions and the way aid ownership is interpreted. This 

study therefore specifically aims to study these impacts on the development 

outcomes of post-conflict countries by referring to Sri Lanka’s transition from war to 

peace during 2009-2015. 

1.3 Contribution  

The analysis in this dissertation contributes to the ongoing debate on post-conflict 

development on two key aspects.  

First, many studies which have used time-series and cross-country analysis assume 

that post-conflict aid recipients are a homogenous group and that post-conflict 

development priorities are generally the same in all countries and at all times. On the 

other hand, country specific studies that deeply examine aid donors’ contribution to 

the promotion of recovery outcomes are scarce. Thus this thesis contributes to the 

post-conflict development literature by investigating the impact of aid on a single 

country, which has experienced a traumatic war to peace transition, Sri Lanka.  

Second, this thesis offers an opportunity for major aid donors to better understand 

the best practice approaches of aid allocation to post-conflict countries and to 

evaluate risks and opportunities associated with their decisions.  While aid cuts, aid 

withdrawal and imposing tighter aid conditionalities are used to promote post-conflict 
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peace building, traditional donors are encouraged to innovatively influence aid 

recipients to carry out economic, political and social development tasks. On the other 

hand, given non-traditional donors have become crucial development partners, over-

dependence on them offers a challenge which is particularly important to post-conflict 

countries. Social, political and governance related policies are often neglected or not 

equally shared. Therefore, not only donor-recipient relationships but also the donor-

donor discourse on post-conflict development should be a focus of post-conflict 

development. Examining what is unknown about these relationships and their effects 

on post-conflict aid ownership will provide an important insight into effective use of 

aid in post-conflict countries in general. 

1.4 Research methodology and data sources 

This study focuses on post-conflict Sri Lanka, a country whose post-conflict 

development efforts and aid receiving practices have been significantly debated. It 

also allows an exploration of post-conflict Sri Lanka case studies which contributes to a 

more rigorous explanation of aid donors’ and Sri Lanka’s interpretations of post-

conflict development priorities. It also shows that the rationale of donors in disbursing 

aid to post conflict countries tends to be more complex in reality and reflects a mix of 

both altruism and self-interest.  

The research will be based on data from both primary and secondary sources.  

For the sectoral analysis, most used is primary data made available by the World Bank 

and the Organisation for Economic Co-operation and Development (OECD). The 

sectoral analysis is conducted mainly using Creditor Reporting System (CRS) database, 

which has been created by the OECD. CRS of OECD, which is considered as the world’s 

most comprehensive database of foreign aid provides basic data on the traditional aid 

donors’ purposes of giving aid and policies they aim to implement in the recipient 

countries. The International Development Statistics (IDS) online databases, which was 

also created by the OECD is mainly used to understand overall aid receipts by Sri 

Lanka. The trends in aid business (e.g., emergence of new aid donors etc.) are also 

analyzed using IDS database.  
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For some specific data on aid disbursement to Sri Lanka by non-traditional aid donors, 

primary data sources such as the annual reports of the Central Bank of Sri Lanka, Sri 

Lanka Department of External Resource and Sri Lanka Ministry of Finance and 

Planning have been used. Unlike OECD CRS data on sectoral allocation of aid by 

traditional donors, these government data sources often report total aid, loans or 

grants without making a rigorous analysis of sector-specific aid disbursements (e.g.: 

humanitarian aid, social infrastructure aid, production aid and government and civil 

society aid) by non-traditional donors. However, some reports (e.g.: the Ministry 

Finance and Planning) have data on aid given to specific projects such as road 

development, landmine control, renovation of fishery harbours etc. When this thesis 

analysed non-traditional donors’ aid contribution to post-conflict Sri Lanka, either 

total aid disbursement or project specific aid/loans were considered in order to 

overcome the issues of comparability and compatibility of data sources. 

And for the macroeconomic analysis, the study uses various other data sources on 

macroeconomic indicators from the Sri Lanka Central Bank, the World Bank and the 

International Monitory Fund (IMF). Various government documents on development 

policies both from Sri Lanka and main aid donors, international agreements of aid 

effectiveness (Paris Declaration, Accra Agenda, Busan Partnership Agreement and 

New Deal for Engagement in Fragile States) and various policy papers on development 

by different governments are also consulted. 

The study also draws on broad range of secondary sources of data and textual sources 

such as journal articles, reports and documents related to aid policies, aid 

effectiveness and aid ownership,  that are helpful in finding answers to the main 

research questions.  

Annual time-series data is used to analyse mostly the period from 2009-2015, and at 

times data for the period 2002 to 2015 is also used. Such adjustments to the data 

series are made at times in order to discuss particular aid allocations and receipts. This 

study uses descriptive statistics, in order to gain an understanding the aid delivery 

patterns of the selected traditional donors of OECD’s Development Assistant 
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Committee (DAC)3 (Denmark, France, Germany, Japan, Netherland, Norway, Sweden, 

UK and the USA) and new aid donors (Non OECD countries, mainly China and India) 

and to analyse if their aid disbursement decisions are compatible with Sri Lanka’s 

development priorities.  

1.5 Overview of chapters 

Chapter two has an in depth review of literature on aid effectiveness in order to 

provide an understanding of the evolution of the academic discourse on aid 

effectiveness. The literature goes beyond traditional observations that foreign aid 

necessarily made a positive contribution and considers a recent discourse on the issue 

of whether preconditions contribute to making aid more effective. The final section of 

the chapter provides a detailed review of the extent to which conflict matters and 

under what circumstances the notion of aid effectiveness differs in post-conflict 

countries. 

Chapter three presents a comprehensive account of global aid. It introduces a 

definitional clarity to the concept of foreign aid and introduces some important recent 

shifts in global aid business. The history of aid allocation is shown to contribute to the 

development priorities of countries in general.  

Chapter four engages in a discussion on the political and economic landscape of post-

conflict Sri Lanka in order to demonstrate that such an environment can create 

sources of tension between aid donors and aid recipient Sri Lanka. This chapter also 

identifies major macroeconomic and social indicators from 1995 to 2015. The 

country’s social and economic performance lays the foundation for assessing the 

relationship between aid and macroeconomic indicators.  

Chapter five examines aid donors’ aid disbursement behaviours both from an 

historical and a contemporary perspective. It also describes Sri Lanka’s transition to a 

                                                           
3 OECD’s DAC is a forum of 30 member countries, including the European Union which is responsible in 
promoting “….development co-operation and other policies so as to contribute to sustainable 
development, including pro-poor economic growth, poverty reduction, improvement of living standards 
in developing countries, and a future in which no country will depend on aid” (OECD, 2017a) 
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middle income country - a product of Sri Lanka’s decreasing dependence on grants 

and concessionary types of loans and increasing ability to seek external finance from 

private capital markets such as in China.  

Chapter six argues that aid donors, both traditional and new, interpret post-conflict 

Sri Lanka’s development needs differently, producing a lack of agreement among 

donors as to what post-conflict development should be characterised by. This chapter 

tests this finding using established perspectives of development priorities of post-

conflict countries namely safety and security, infrastructure and services, equitable 

growth of the economy and constitutional government.   

Chapter seven tests how tilting towards non-traditional aid donors effects aid 

ownership. This chapter studies if receiving more aid from China for infrastructure 

projects hinders aid ownership, making Sri Lanka ignore some of the post-conflict 

development priorities.    

Chapter eight draws together the main conclusions and highlights some important 

avenues for prospective future studies. 

 

 

 

 

 

 

 

 



    

 

  15 

 

Chapter 2 : Literature review 

 

2.1 Introduction  

The long-standing efforts by scholars prior to the early 1970s to trace the importance 

of foreign aid and its positive contribution rarely raised concerns about aid 

effectiveness and its practices. Among the available studies before 1970, most of the 

findings consistently found that aid was positively correlated with development and 

that foreign aid positively influenced development objectives of recipient countries. 

This premise was based on the observation that aid necessarily made a positive 

contribution and that there was a broad consensus among scholars that aid was 

effective (Glennie & Sumner, 2014). However, the assumptions began to be 

challenged by both practitioners and scholars in the decades following 1970s. For 

example, Peter Bauer, in his seminal study published in 1972, questioned the overall 

capability of aid to boost economic development of underdeveloped countries (Bauer, 

1972). 

According to the literature, notions of aid effectiveness have increasingly focussed on 

growth related and non-growth related outcomes while still testifying to the 

established notion that aid has a positive correlation with the development outcomes 

of recipient countries. It’s not surprising then to see new definitional and empirical 

challenges to the notion of aid as a positive contribution towards growth. Most 

recently, there have been a number of studies which argue that aid from both 

bilateral and multilateral sources produces different development outcomes on  

structurally vulnerable post-conflict countries and which deliver the sort of good 

governance which characterise politically stable countries (Dobbins, 2003; McGillivray, 

2003). However, these studies fail to clarify the effectiveness of aid to these countries. 

While explicitly acknowledging this gap, the following review of literature revisits 

studies on aid effectiveness in post-conflict countries to provide further clarity on 

what aid effectiveness is in post-conflict contexts and how development of post-

conflict countries differs from non-conflict countries.  
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Based on the review of the literature, post-conflict development priorities are outlined 

and are used to examine whether aid donors’ (traditional and non-traditional) 

decisions about the allocation of aid resources address the development needs of post 

conflict countries. This study firstly explores various definitions of aid’s effectiveness 

in non-conflict countries while the latter part of the study presents views on 

effectiveness of aid in post-conflict countries. The gaps identified in the literature are 

also presented. 

This study posits the view that the notion that ‘aid works’ has largely arisen through 

(1) linking aid with the achievements of impressive growth related and/or social 

development goals; (2) linking aid with antecedents or preconditions of aid success, 

and (3) answering questions such as ‘when aid works’ and ‘under what preconditions 

does aid works better’. The following sections aims to show that building a consensus 

of aid effectiveness is not feasible given the diversity of ways of measuring the aid’s 

outcomes, the way development is interpreted and who define aid effectiveness - is it 

aid donors, recipients or both? 

2.2 What is aid effectiveness?  

Despite many attempts made to bring agreement over the issue of aid effectiveness, 

still there is no consensus among practitioners and researchers about how to define it 

(McGillivray, 2003). New perceptions of foreign aid effectiveness emerge reflecting 

broad but different understandings among scholars about the outcomes of aid. 

Among these studies, many scholars have been influenced by the macroeconomic 

impact of aid on growth related performance.    

Since aid effectiveness is habitually linked with the performance side of aid, many 

studies use quantitative analysis to answer the question of whether aid effectiveness 

leads to achieving goals of aid in a recipient country. In the recent literature on aid 

effectiveness the assumption is that effective aid increases development of the 

recipient government (Denizer, Kaufmann, & Kraay, 2011) - including the overall 

growth indicators- (Kenny, 2006) reduces poverty (Jeffrey, 2005) and improves 

standards of living in underdeveloped countries (Kharas, 2007).  
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2.2.1 Aid-growth relationship  

Aid donors interpret aid effectiveness in terms of the way in which implementation of 

aid policies achieves growth related outcomes (Howes, 2011, p. 4). Although 

effectiveness of aid is often measured and evaluated by the extent to which aid 

contributes to the growth of gross domestic product per capita (GDP per capita), 

donors also prefer other macroeconomics indicators to establish the relationship 

between aid and growth related outcomes. Consequently, having different objectives 

and goals obstruct developing a definitional consensus of aid effectiveness. Given the 

imperative that aid inevitably influence growth related goals in recipient countries, a 

consensus emerges during 1970s-1980s that aid was always linked with positive 

growth-related outcomes. Aid-growth based non-linear studies during the 1990s have 

made extensive cross-country analysis and country specific studies using panel data. 

Different aid donors and agencies have multiple growth related objectives in the 

recipient countries such as increasing GDP per capita, savings and investments,  and 

define it “as the effect of aid on growth” (Morrissey, 2015). In other words, scholars 

tend to define aid effectiveness in terms of the ‘aid-growth’ relationship.  

Some econometric literature leads to the conclusion that aid has a larger influence on 

recipients given the “coefficient of foreign aid is statistically positive” (Glennie & 

Sumner, 2014, p. 19). A study by Hansen and Tarp (2000)  reviewing 131 studies on 

the aid-growth relationship, also helps to provide evidence that the positive aid-

growth relationship was being left unchallenged. Hansen and Tarp (2000) show that 

only one study carried out by Mosley (1987) argued that aid had a negative impact on 

growth. Sachs (2005), as a proponent of a positive aid-development relationship, 

revisits this assumption and claims that foreign aid helps to increase the revenues of 

households and alleviates poverty by enhancing conditions for sustainable growth. He 

reveals that aid encourages economic growth, increases the incomes of households 

and alleviates poverty. It is suggested that efficient allocation of aid doubles the 

number of people lifted out from poverty (Beynon, 2003).  
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It is argued that aid that is targeted more towards development outcome rather than 

for geopolitical purposes can be more effective in promoting  growth of developing, 

aid recipient countries (Minoiu & Reddy, 2007). Thus when aid effectiveness is 

measured only by ‘growth’, a positive correlation with aid is interpreted as evidence 

that aid was effective in increasing growth performance (Morrissey, 2002). Economic 

dialogues have emerged showing that the effectiveness of development aid is 

measured by the extent to which income measures such as GDP per capita increase 

(Randen, 2012).  Such studies have found a statistically significant effect of aid on 

growth. 

According to Howes (2011) although the vast majority of studies published since 1998 

found that growth would be lower in the absence of aid, there are notable dissenters 

such as Rajan and Subramanian (2005) and Easterly (2003), who argue that aid does 

not bring development. A survey by Doucouliagos and Paldam (2009) also concludes 

that “the preponderance of the evidence indicates that aid has not been effective” 

(p.433). Indeed donor countries often have multiple motivations and objectives for 

their aid programs, some of which conflict with each other (Radalet, 2006). The key 

insight of these scholars is that aid positively correlates to growth on average across 

countries (but not in all countries), but records diminishing returns when the volume 

of aid increases. Thus, depending on individual aid allocation projects, some are 

reported to be successful (Randen, 2012).  

Proponents of the negative aid-development relationship argument claim that foreign 

aid should go beyond poverty-reduction objectives (Riddell, 2007). One strong 

criticism levied at aid and poverty-reduction is the assertion that aid effectiveness is a 

myth because instead of reducing poverty, it helps prolong the underdevelopment in 

aid-receiving countries. For example, it is found that sub-Saharan Africa is becoming 

poorer because over reliance on donor aid trapping aid receivers in a long-term, 

vicious circle of aid dependency (Moyo, 2009). As a result, some researchers call for 

the complete termination of development aid to Africa (McPherson & Gray, 2000; 

Moyo, 2009). Known as the ‘aid curse’, or ‘dead aid’ (Moyo, 2009), it is argued that 
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foreign aid reduces a developing country’s chances for development (Djankov, 

Montalvo, & Reynal-Querol, 2005).  

Drawing on the limits of aid, scholars such as Collier and Hoeffler (2004) argue that 

too much aid or too little aid does not positively influence development in the long 

term. That is, deriving a significant development outcome is conditional upon a 

sufficient amount of aid in the same way a sufficient dosage of medicine cures 

illnesses (Collier & Hoeffler, 2004a; Glennie & Sumner, 2014). This claim is supported 

by empirical evidence from the World Bank Independent Evaluation Group (2006) 

which estimated that “22.2% of [their] projects completed in Africa had unsatisfactory 

outcomes and another 20.1% were probably unsustainable so they did not influence 

development in the long term” (Randen, 2012, p.15). Overall, it is argued that aid has 

little or no effect on aid recipient’s growth, poverty-reduction and longer-term 

development. 

Some scholars still prefer the conventional argument that aid effectiveness is based on 

the financing gap model, suggesting that the objective of productive investment of aid 

becomes a proxy for aid effectiveness (Kenny & Williams, 2001). However, it can be 

argued that productivity of aid will diminish in the presence of aid ‘lost’ in 

consumption. In Bill Easterly’s words (2003) “if Zambia had converted all the aid it 

received since 1960 to investment and all of that investment to growth, it would have 

had a per capita GDP of about $20,000 by the early 1990s. Instead, Zambia’s per 

capita GDP in the early 1990s was lower than it had been in 1960, hovering under 

$500” (p.33). Moreover, Djankov, Hart, McLiesh, and Shleifer (2006) and Gupta and 

Islam (1983) posit that foreign aid reduces investment and increases spending in 

developing countries. Some scholars, inspired by the financial gap model, suggest that 

aid effectiveness is hampered by an ‘investment gap’: that is, “inadequate private 

capital flows to cover the gap between domestic savings and the resources needed to 

promote rapid growth” (Kenny, 2006, p. 4).  

Accordingly, it is clear that, apart from the aid-growth relationship, scholars have 

made attempts to address some salient questions as to whether aid effectiveness 
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should always be based on an aid-growth relationship. In attempting to answer these 

questions, recent aid literature has concentrated on looking at the impact of aid on 

non-growth outcomes - i.e. such as education, democratization, reduction of infant 

mortality, upgrading the quality of political institutions in aid receiving countries. 

Among the available studies, there are those that discuss growth related outcomes as 

being on an equal footing with social development outcomes. For instance, a cross-

country analysis on poverty-reduction across a range of social indicators suggest that 

an aid “inflow of 5 % of GDP can increase the average annual rate of economic growth 

by around 1.5 percentage points, reduce poverty by around 15 percentage points, 

raise the investment share of GDP by around 11 percentage points, augment average 

schooling by 2.8 years, boost life expectancy at birth by 2.35 years and reduce infant 

mortality by 14 in every 1000 births” (Arndt, Jones, & Tarp, 2013, pp. 23-24).  

Some studies on aid effectiveness have closely analysed its  relationship to the 

attainment of the Millennium Development Goals (MDGs) which aim to end extreme 

poverty and achieve other social development outcomes in poor countries 

(Guillaumont, 2008; UN Millennium Project, 2005; Kenny (2005). These studies posit 

that there is a strong correlation between income, health and education indicators 

across countries. In Radelet’s opinion (2006) the purpose of most foreign aid is to 

ensure one or more of four key objectives, which could be either growth related 

outcomes or outcomes related to social development. That is: (1) to stimulate 

economic growth through building infrastructure, supporting productive sectors such 

as agriculture, or bringing new ideas and technologies; (2) to strengthen education, 

health, environmental, or political systems; (3) to support subsistence consumption of 

food and other commodities, especially during relief operations or humanitarian 

crises; or (4) to help stabilize an economy following economic shocks (p.7). These 

represent a mixture of both growth related and non-growth related outcomes. 

2.3 Preconditions for aid effectiveness 

Several studies highlight how foreign aid becomes successful (Howes, 2011) and what 

are the antecedents that determined the effectiveness of aid. Some scholars have long 
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recognised that aid becomes effective in the presence of successful domestic 

institutions of governance and sound policies in recipient countries such as good 

economic policies (Burnside & Dollar, 1997; Dollar & Kraay, 2003; Easterly, 2006; 

Rodrik, 2004). Proponents of the ‘good policy model’ view ( i.e.; Burnside & Dollar, 

2000) who emerged during the second half of the 1990s, suggest that aid 

effectiveness depends inter alia on good policies of recipient countries (Burnside & 

Dollar, 2000). Consequently, foreign aid has the potential to stimulate growth in 

countries with good governance (Howes, 2011) given countries with such qualities 

have greater aid absorptive capacity.  

Other research indicates that far reaching economic and political damage may result if 

foreign aid is manipulated by weak, incompetent governments (Bauer & Yamey, 1982; 

Moss, Pettersson, & van de Walle, 2008). In a similar vein, aid can be found to 

“probably worsens” bad governments (Easterly, 2006, p. 157). According to Moyo 

(2009), foreign aid becomes ineffective as elites encourage rent seeking behaviour 

(because aid is fungible), retards reforms and spurs corruption. The level of 

corruption, lack of accountability and corrupt local institutions in African countries are 

some major factors responsible for aid ineffectiveness (Moyo, 2009). Azam and 

Laffont (2003) argue that donors should avoid giving aid to ‘bad’ governments 

because it may be too costly to provide the right incentives to ‘good’ governments to 

behave properly if aid is offered to very ‘bad’ governments.   

An alternative expectation of aid effectiveness has become apparent from aid donors’ 

characteristics and donor practices (Bauer & Yamey, 1982; Howes, 2011). Studies 

indicate that donors are motivated by recipient needs (Maizels & Nissanke, 1984) and 

in this sense aid donors can be described as altruistic (Hsieh, 2000). They thus 

encourage and reward sound policies of the recipient countries  and favour countries 

with better governance indicators (Collier, 2009), such as democracy (Berthélemy, 

2006). In this way, donors’ disbursement practices to developing countries can acquire 

justification (Bandyopadhyay & Vermann, 2013) and from an altruistic standpoint, 

donors can reward such countries with more aid.  
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Although previous scholarly consensus identifies altruistic behaviours of aid donors, 

this notion has started to be criticised.  Aid donors’ characteristics are often portrayed 

as egoistic, and self-interested in motivation. The centrepiece of these criticisms is 

that aid donors in fact reduce the chance of aid effectiveness. This may be because aid 

donors use recipients’ aid dependency to prioritise their political interests (Andersen, 

Harr, & Tarp, 2006) through increasing their geopolitical and commercial benefits 

(Berthélemy, 2006). This line of thought also presumes that where donors have a low 

level of propensity to realising humanitarian goals (Kuziemko & Werker, 2006), aid 

recipients are encouraged to pay less attention to human rights conditions.  

Accordingly, aid is disbursed primarily taking account of the political allegiances of 

donor governments (Faye & Niehaus, 2010). Therefore the importance of aligning aid 

to the policies of aid recipient countries becomes secondary  for major aid donors 

(Alesina & Dollar 2000). In these cases aid reflects, rather, the relatively permanent 

strategic interests of donors. As a consequence, donor governments fail to 

operationalize and ensure accountability and feedback mechanisms (Svensson, 2008). 

Accordingly, the egoistic, self-centred motivations aid donors’ necessarily become an 

aid effectiveness issue. 

The effectiveness of aid is also determined by the type of aid disbursement to 

recipients (Howes, 2011).  Some scholars assert that grants are more effective than 

other types of aid (Sachs, 2005) because they increase public consumption. Recent 

debate has arisen over the idea that loans are more effective in developing countries 

(Djankov et al., 2006) because recipient governments are encouraged to earn a higher 

return on investment in order to pay back the loan which therefore creates an 

incentive for productive activity. Research by Djankov et al. (2006) shows that 

increasing ODA can influence significantly governments’ consumption but that foreign 

aid has a positive overall effect if the ratio of grants in aid is small.  

It is also apparent that there are few studies on the effect of timing on aid’s impact. 

Clemens, Radelet, and Bhavnani (2004) in their seminal article ‘Counting chickens 
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when they hatch: Timing and the effects of aid on growth’ claim that, when lags are 

accounted for, only certain types of aid had a positive effect on growth:  

Most of the substantial disagreements in the literature’s most influential 

studies disappear when aid is allowed to affect growth with a lag, when only 

portions of aid relevant to short-term growth are tested for short-term growth 

effects and when the historical time series under observation is extended to 

include all available data (p.612-613) 

Citing their work, Rodrik (2015) suggestS that (1) emergency and humanitarian aid are 

negatively associated with growth; (2) aid may only affect growth after a long period 

of time, if at all, and so the relationship may be difficult to detect (such as aid for 

health, education, environment, and democracy); and (3) aid that is directly aimed at 

affecting growth (building roads, ports, and electricity generators, or supporting 

agriculture) are more successful. They found a strong positive relationship between 

the third type of aid for infrastructure (about half of all aid) and growth, a result which 

stood up to a wide variety of robustness checks. As expected, the relationship with the 

other types was less detectable. Akramov (2006) uses 140 aid receiving countries to 

test the effectiveness of aid in promoting development outcomes of aid-receiving 

countries. The central findings of his study reveal that, in reality, aid impact on 

development is not instant. Therefore, it will take time to realise whether aid 

promotes development or not. 

Aid’s effectiveness can also be influenced by the way aid business is organized 

(Howes, 2011). Donor proliferation (known as the increase in the number of donors 

giving aid to any recipient country) poses several challenges to aid recipients. In 

particular, “because large number of aid agencies act in an uncoordinated manner, 

the transaction costs for recipient governments can become excessive” (McCormick, 

Mitullah, & Manga, 2007b, p. 153). McCormick et al. (2007b) further say recipients are 

attracted to non-traditional donors because their aid is readily available and they 
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provide non-concessionary aid to recipients that are in dire need of the development 

aid (Chaponniere, 2009). Yet studies provide little guidance on the effects of different 

aid conditionality on peace building outcomes (Boyce, 2002; Frerks, 2006). There is 

evidence that proliferation of aid donors leads to aid irresponsibility because there are 

too many principals who weaken the incentives to achieve results (Easterly, 2006).  

2.3.1 Improving effectiveness of aid 

On the other hand, there are those such as Bürcky (2011) who advocates that donors 

should “pursue their own policies and strategies, use many different instruments and 

approaches and broadly follow their own rules and regulations regarding the 

deployment of development assistance” (p.7).  Moreover scepticism has arisen over 

the feasibility of aid coordination. As Robb (2004) clearly puts it: “Aid, by its very 

definition, is a manifestation of inequality”. Many scholars focus on the fact that, as 

they see it, aid donors have an influence on their aid and they can impose aid 

conditions on their grants and loans Bürcky (2011). These donors can withdraw the 

funds if aid recipients fail to meet the conditionalities. While recipient governments 

can in some cases successfully resist some of these conditions and modify others 

(McCormick et al., 2007b), it is widely believed that the final decision rests with the 

donor. Aid partnerships, according to a review by McCormick et al. (2007b), are 

inherently unequal relationships in which the donor has greater power than the 

recipient even though the personal interactions between donors and recipients may 

at times be very cordial. Such unequal relationships can therefore impact negatively 

on donor-government co-ordination.  

To avoid the array of problems donor proliferation brings and to streamline the aid 

process, it is recommended there be greater aid co-ordination between donors and 

recipients (Club du Sahel, 2000b; McCormick et al., 2007b). There is a growing 

consensus in the literature that aid coordination is possible through regular meetings, 

negotiation rounds, and consensus building (Balogun, 2005; Bigsten, 2006). 

Equally important as a remedy, there is a new line of argument that aid would be 

more effective if there were greater ‘country ownership’ or broader ‘participation’ 
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among government and community groups in recipient countries in designing 

programs based on aid (Chowdhury & Garonna, 2007). Whitfield and Fraser (2010), 

refer to ‘ownership’ as “the degree of control that recipient governments are able to 

exercise over policy design and implementation, irrespective of the objectives they 

pursue” (p. 343). The current discourse around aid ownership since the 2005 Paris 

Declaration and the 2008 Accra Agenda for Action encourages an ‘inclusive dialogue’ 

between donor governments, recipient governments and stakeholders in order to 

make aid more effective and sustainable. Accordingly, it is now argued that aid 

ownership is an outcome of mutually constituted aid negotiation rather than the 

control that donors or recipients possess during aid negotiation. 

2.4 Aid in post-conflict development 

The following review is designed to provide an understanding of the literature on 

development priorities of post-conflict aid and why and how such priorities differ from 

societies in which conflicts are absent. Post-conflict scenarios are often defined as 

‘multiple transition processes’ (Reychler & Langer, 2006) including the transition from 

conflict to peace, which are also accompanied by economic and political 

transformations. The majority of post-conflict countries are among the world’s poorer, 

at a low level of development and dependent on foreign aid for their post-conflict 

development activities (Collier & Hoeffler, 2004a). The extant literature suggests that 

aid affects recovery outcomes in post-conflict countries differently, and, as such, it is 

different from conventional aid (Demekas et al., 2002). Although development 

priorities do not reflect country specific needs, the literature builds up a generalisation 

of development needs of post-conflict countries and which is used by this study later 

to assess whether aid donors prioritise these needs in their aid allocation practices in 

post-conflict countries.  

The term ‘post-conflict’ does not mean the disappearance of the root causes of the 

outbreak of conflict (Tzifakis, 2007). It also doesn’t imply complete halt of hostilities 

that often reoccur even after the signing of a peace agreement or the holding of 

elections. It frequently denotes merely an abatement of hostilities, or a ‘window of 
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opportunity’ for peace in a conflict that can again escalate if mismanaged (Tzifakis, 

2007). Wars typically diminish the capacity of a war-affected country to deal 

effectively underlying causes of conflicts, increasing the risk of the re-emergence of 

conflict in the future, if not managed properly. Although foreign aid is unlikely to 

directly solve the root causes of conflicts, it is believed that the goals of foreign aid 

nevertheless can have a critical importance in the process of peace building (Boyce, 

2003; Manning & Malbrough, 2010).  

Many studies on post-conflict aid needs revisit and highlight the role of the 

antecedent factors of aid effectiveness. These studies assert that the type of aid, 

together with the duration of the post-conflict period and the institutional structure of 

the post-conflict countries, become important antecedents to aid effectiveness. 

Although post-conflict countries attract aid that focuses on infrastructure and 

rehabilitation and basic service provision, it is argued that project aid aimed at the 

social sectors appears to have had a more positive impact than fiscal and monetary 

reforms (Collier & Hoeffler, 2004b). Collier and Hoeffler (2004a) recognise that aid has 

been extremely effective in accelerating growth in post-conflict countries, and that, in 

particular, aid effectiveness is much more effective during the first few years of post-

conflict period.  Elbadawi et al. (2008) similarly argue that aid will be effective only 

during the first few years following the conflict with its effect diminishing over time. In 

particular, other studies has shown that aid effectiveness will diminish when the 

recipient country’s institutional structures are too weak to absorb much of the 

allocated resources (Collier & Hoeffler, 2004b; Suhrke & Buckmaster, 2006).  

Some scholars are now suggesting that imposing aid conditionality can generate 

greater benefits for post-conflict countries. Recent literature investigating aid 

conditionality as a part of post-conflict development has given more attention to 

‘peace conditionalities’ (Manning & Malbrough, 2010). That is, donor countries use 

peace conditionality as a “lever to persuade conflicting parties to make peace, to 

implement peace accords, and to consolidate peace” (Frerks, 2006, p. 1). What is clear 

is that the priorities of international aid donors have made a significant change 
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recently to the process of aid disbursement. The initial ‘ad-hoc’ orientation of aid 

donors has gradually given way to a more sophisticated aid regime which links  

humanitarian and reconstruction assistance with the creation of a durable peace 

environment in the aftermath of civil wars and similar violent conflicts (Suhrke & 

Buckmaster, 2006). Therefore, such aid can be characterised as altruistic and becomes 

a form of reparation (Hjertholm & White, 1998). For example, in the case of Bosnia, 

donors agreed to continuously review and ensure that recipients fulfilled their 

obligations and in particular that it fully co-operate with the international tribunal for 

the prosecution of war criminals (Boyce, 2002; European Commission and World Bank, 

1996). In this way, aid can help make post-conflict peace possible and durable. 

However, only a relatively limited body of literature discusses challenges to aid 

conditionality in post- conflict countries. When far too much aid has been a product of 

donors’ preferences, there appears to have been greater inconsistency over applying 

peace conditionality to humanitarian assistance which has, as a result, often been 

irregularly and inappropriately provided (Boyce, 2002).  

To make aid more effective, aid donors also need to have greater clarity and precision 

in their overall goals, specific policies and actions. Some authors suggest that donors 

usually give aid to fulfil two types of overriding post-conflict recovery outcomes: 

improving growth related outcomes and fulfilling peace related outcomes (Collier & 

Hoeffler, 2004). In such cases donors reduce aid if aid conditionalities are not met by 

the recipients.  Thus, donors “need a clear idea of the types of consequences, both 

intended and unintended, that are likely to follow from the policy changes they 

prescribe” (Manning & Malbrough, 2010, p. 146). As a solution some studies suggest 

that, with respect to post-conflict economic growth programs, aid donors need not 

only to “carry them with maximum host-country ownership of the reforms, using 

national systems as much as possible”, but also to adopt initiatives that “should be 

developed through a well-coordinated process that integrates multiple donors and the 

host government. Donors need to make effective coordination mechanisms a high 

priority from the beginning” (USAID, 2009). However, major donors are particularly 

restricted by their own incentive structures which reinforces the provision of aid 
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according to their own internal guidelines (Manning & Malbrough, 2010). That is, they 

are accountable to the people in their country and must be able to point to specific 

outcomes resulting from the spending of taxpayer dollars in foreign countries.  

Aid effectiveness is also affected by donors who don’t share the same development 

goals. Consequently, donors allocate aid to secure specific outcomes beneficial to 

them. Although “all donors involved in a peace process may share the goal of ending 

the fighting and building a durable peace, they may have very different ideas about 

how to go about it” (Manning & Malbrough, 2010, P.147). Some studies, which are 

based on donor-interest models, recognise that the delivery of foreign aid to post-

conflict states is a highly complicated process - even in its simplest form - and can be 

distorted by factors such as a donor’s political and strategic considerations (Alesina & 

Dollar 2000). They are also unlikely to have identical or even compatible ideas about 

which tasks should be prioritised, how tasks should be sequenced, and how to 

measure and respond to compliance by domestic actors. Even if donors can agree on 

these fundamentals, they also need to devise mechanisms for dividing responsibility 

among themselves for supporting, monitoring, and rewarding or punishing the 

compliance of domestic actors.  

Asymmetric information and less-cooperation between donor and the recipient 

(Manning & Malbrough, 2010) may also decrease aid effectiveness. Coordination with 

the donor country by the recipient government which is not aware about the 

structural nature of the post-conflict country, can lead to better peace building 

activities. However, reluctance to understand the post-conflict country-specific 

structures by donors implies that peace conditionality outcomes can produce 

unintended consequences. For instance, referring to an analysis by Goodhand and 

Sedra (2006), Manning and Malbrough (2010) shows that donors were tend to exclude 

“important groups from the reconstruction process, opting to embrace the policy of 

‘picking winners’ and providing unconditional support for them” (p.146), which can 

have a lasting negative impact on the post-conflict peace process.  
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2.5 Post-conflict development priorities 

As mentioned above, one area where foreign aid has had encouraging results is in 

post-conflict economic recovery and growth. Many donors opt to give aid to facilitate 

the ‘post-conflict’ transition of economically lagging, post-conflict countries which 

suffer from inadequate financial resources. The rationale for disbursing aid to such 

countries rests on the argument that it is a moral duty for aid donors to allocate aid to 

conflict-ridden countries (UNCTAD, 2006). Collier (2009) justifies this by referring to 

post the World War II Marshall Plan, which led to stable economic growth in Western 

Europe. Studies that examined aid’s effects on post conflict economic growth suggest 

the Human Development Index (HDI) is a key variable in measuring the success of 

foreign aid (Gomanee, Girma, & Morrissey, 2003). An econometric analysis of HDI 

levels using a sample of 94 developing countries in which 26 are war affected 

countries revealed that aid has a negative impact on HDI growth in both types of 

countries. Scholars using econometric analysis suggest real per capita GDP growth or 

aid as a percentage of recipient country GDP as variables that could measure 

development of post-conflict countries (Collier & Hoeffler, 2002). It is also measured 

in terms of literacy rate, educational progress, income level, health, democracy  

(McGillivray & Noorbakhsh, 2004), poverty reduction (Chandy, 2011) and reduction of 

infant mortality rate (Hoeffler and Reynal-Querol, 2003). 

Recent studies suggest that foreign aid allocation need to be expanded and fine-tuned 

to incorporate post-conflict peace building goals in addition to macroeconomics 

performance goals such as increased GDP per capita growth, an enhanced policy 

environment, increased investment and regulation of fiscal behaviour. This  posits that 

donor countries should extend beyond the traditional criteria that focus on growth 

and macroeconomic targets to include a wider array of strategies to improve recipient 

governments’ performance (Gariba, 2011) development. Uvin (2000) finds that post-

conflict development should focuses on three pillars: reconstruction, rehabilitation 

and development. Gariba (2011) points to the need to fulfil both short term and 

medium term needs of “individuals, refugees’ resettlement, shelter, food and medical 

attention”.   
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The majority of studies on effectiveness of foreign aid focus on results in terms of the 

level of per capita economic growth and alleviation of poverty, with less emphasis on 

the role of foreign aid in assisting aid receiving countries removing obstacles to the 

path toward durable peace (Toh & Kasturi, 2012). Although not a widespread idea, a 

number of researchers assert that foreign aid can mitigate the risk of violent conflict 

and be a tool in post-conflict recovery (Collier, Hoeffler, & Söderbom, 2004; Toh & 

Kasturi, 2012). This can be achieved, they argue, if donors seek to bring about political 

stability, legitimacy and minimisation of violence before economic reforms take place. 

Haughton (1998) proposes a sequential approach composing four priorities, based on 

the understanding that post-conflict countries cannot fulfil economic goals 

simultaneously.  The priorities are first, humanitarian assistant and relief; second, 

disarmament and demilitarisation and resettlement of refugees; third, building 

physical infrastructure and institutions; and fourth, introducing economic policy 

reforms, governance and institutions. 

Post-conflict countries are often tempted to hide their economic weaknesses when 

external commitments are getting larger (Dobbins, 2003). Ndikumana (2008, p. 354) 

observes that aid donors should (i) avoid reinforcing the triggers or causes of conflict; 

(ii) make peace dividends visible to the population to demonstrate that peace is more 

rewarding than war; (iii) deal with short-term challenges, particularly the restoration 

of security to lay the foundation for long-term reconstruction; (iv) address the 

structural causes of conflict to prevent future instability; and (v) provide development 

assistance that is consistent and sustained to ensure maximum impact on the 

beneficiaries.  Critics of the above view argue that aid could further weaken legitimacy 

of weak, fragile states (Santiso, 2002), that foreign aid does not accelerate 

development in post-conflict countries and that there is no strong, systematic 

relationship between foreign aid and growth (Rajan & Subramanian, 2008). Classical 

economical frameworks such as the Harrod and Domar growth model and the Solow 

model were based on the assumption that stable countries attract more foreign aid 

than unstable, conflict-ridden countries. However foreign aid cannot be put into place 

very rapidly, and aid is not always allocated based on the economic requirements of 
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the post-conflict countries (Collier & Dollar, 2002; Lancaster, 1999). Generally, since 

post-conflict countries are prone to the re-emergence of conflicts, ensuring 

sustainable peace is difficult. This in turn poses practical difficulties for aid donors in 

deciding aid allocation and for aid recipients in their attempts to attract more aid to 

ensure sustainable peace.  

It is only recently that the effectiveness of bilateral foreign aid has been a recurrent 

subject of investigation. Though results have been mixed, something of a consensus 

has emerged that foreign assistance does not generally benefit its recipients 

sufficiently. For example, Boyce (2004) argues that domestic parties may not wield 

sufficient authority, or enjoy sufficient legitimacy to strike and implement aid-for-

peace bargains. He also points out that the amount of aid on offer may be inadequate 

to provide a compelling incentive for the adoption of pro-peace policies and finally, 

that donor governments and agencies themselves may not put peace at the top of 

their agendas – that is, ahead of other geopolitical, commercial, and institutional 

objectives (p.1). There are also claims that bilateral aid donors are especially culpable 

in structuring aid to reap gains for the benefactor and not for recipient (Rajan & 

Subramanian, 2008). As well, foreign aid regimes are criticised for their poor record in 

generating economic growth given the extent to which aid is allocated among 

recipients according to strategic rather than growth-oriented objectives (Burnside & 

Dollar, 2000; Easterly, Levine, & Roodman, 2004)  

Although it is argued that establishing sustainable, permanent peace is the most 

important goal that foreign aid can help post-conflict countries achieve, the donor–

recipient relationship in a post-conflict setting can be particularly problematic. Donors 

use different, sometimes competing conditionalities through a range of policies and 

regulations in post-conflict countries (Chauvet, 2003; Whitfield & Fraser, 2010). Thus, 

for a number of external aid donors, their differing objectives, interests, and roles 

clearly have an impact. In some circumstances, aid conditionality entices a post-

conflict country to exhibit flexibility on broad policy reforms proposed by donors 

(Morrissey, 2002). Responding to such demands, post-conflict countries produce 
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regulations and take counteractions. This is because the aid conditionalities cannot be 

accepted as they are set out by donor states or multilateral agencies without tailoring 

to each post-conflict situation (Ndikumana, 2015b). 

The study therefore identifies the following key issues which arise out of the 

attachment of conditions to aid in post-conflict contexts. First, several constraints 

stand out relating to non-compliance and compliance. A choice between them can be 

better reasoned when donors resort to stricter or looser conditionalities and when 

recipients either prefer to follow them or not (Bigombe, Collier, & Sambanis, 2000). 

Non-compliance with aid conditionality may spur some donors to attempt to end 

conditionality and lead recipients to implement their own priorities, establish their 

own systems to coordinate donors, and, ultimately, to only to accept aid that comes 

on their terms. It is noted that non-compliance by aid recipients is usually a result of 

the disagreement over the way donors systematically distinguish post-conflict settings 

from a non-conflict context. However, aid recipients, particularly those who depend 

on foreign aid, typically find themselves in a weak position to negotiate or refuse aid 

(Acharya, de Lima, & Moore, 2006). In the case of donors, they may expect higher 

compliance or decide to withhold funds if conditions are not met (Noorbakhsh, Paloni, 

& Youssef, 2001).  

Second, in some situations aid recipients struggle to maintain and secure a degree of 

control over implemented policy outcomes, which vary as a result of the way aid 

donors interpret the meaning of post-conflict development. As aid is not generally 

tailored to each post-conflict situation, aid recipients may find it difficult to accept aid 

conditionality as prescribed by donor states or multilateral agencies (Ndikumana, 

2015a, p. 3). It is therefore held by a number of scholars and practitioners that post-

conflict settings require a distinctive approach. Although it is accepted that  aid is 

unlikely to  directly solve the root causes of conflicts, it is nevertheless held that the 

goals of foreign aid and the conditionalities attached have a critical importance in 

achieving permanent peace (Ndikumana, 2015a). Having a unified interpretation of 
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the best practices for post-conflict development is thus critically contingent on the aid 

policies of donors (Ndikumana, 2015a). 

Third, it is clear that using aid conditionality as a strategy to promote aid effectiveness 

is not always effective.  Many studies have examined the effect of aid conditionality 

on aid effectiveness and many implicitly assume that aid conditionality has more or 

less the same incremental impact on aid effectiveness (Dalgaard, Hansen, & Tarp, 

2002; Morrissey, 2002). And given there are numerous factors influencing aid 

effectiveness, it is highly unlikely that all difficulties and problems can be successfully 

negotiated. Therefore, the efficacy of conditionality is much debated. Most studies 

remain sceptical about the ability of conditionality to promote reform in countries 

where there is no strong local in-country support for such reforms (World 

Development Indicators CD-ROM, 2010). Case-studies show that conditionality can be 

effective at the margin, but also confirm that policy formulation depends primarily on 

domestic economic policy factors rather than on external leverage (Devarajan, Dollar, 

& Holmgren, 2001). For example the Oxfam (1995) view is that conditionality can work 

but it should be based on the right conditions in the aid recipient country. Of course, 

which conditions are right depends which alternative development paradigm is 

adopted (Gwin & Nelson, 1997).  

The literature on post-conflict aid to Sri Lanka is very limited. However, post-conflict 

Sri Lanka (many also refer to 2005-2006 as post-conflict Sri Lanka) appears in a 

considerable amount of aid effectiveness literature, in which some use cross country- 

panel data analysis to further an empirical understanding of diverse perspectives of 

foreign aid (Demukaj, 2011; Suhrke, Villanger, & Woodward, 2005). A study by 

Ndikumana (2015), makes aware that there is no strong relationship between aid and 

tax mobilisations, and as a result, aid fails to systematically crowd-out tax revenue 

mobilization; that many post-conflict countries (fourteen out of thirty-six) were 

dependent on humanitarian aid; and that aid are not disbursed to overarching post-

conflict needs, such as state-building and institutional reforms. Hoeffler (2012) argues 
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that aid helps post-conflict countries to increase peace dividends and either helps 

prevent the resumption of conflicts, or falls into a ‘conflict trap’.    

Although it has been about eight years since the end of war in Sri Lanka, there is only a 

handful of literature on post-conflict Sri Lanka country specific-case study research on 

effectiveness of aid. Walton (2016) argues that China provides Sri Lanka new 

opportunities to rebalance its external relations and that massive projects aiming at 

infrastructure development are not conflict sensitive and don’t benefit the majority of 

people living in conflict affected areas. A study by Goodhand, Rampton, Venugopal, 

and de Mel (2011) argues that given international donor engagement with Sri Lanka, 

the government controlled many post-conflict development projects through “a highly 

securitized, not to say militarized kind of development”  (p. 52). 

2.6 Conclusion 

In conclusion, the literature suggests that aid effectiveness is determined by the 

priorities of aid donors’ aid allocation goals. A large and growing literature seeks to 

measure the macroeconomic outcome of aid while other studies focus on aid’s 

contribution on non-growth related or social development outcomes. In such a 

variable context, it is simply not possible to make a broad-brush conclusion about the 

overall performance of aid. What does become clear is that the term has so shifted in 

meaning that different, and sometimes overlapping, expectations are produced either 

by aid donors, recipients or communities at the grassroots level. This signifies that the 

extensive literature on aid effectiveness can be contradictory and subject to change 

over time. Consequently, this renders it difficult to measure the output of aid in the 

absence of agreed specific and accurate variables. 

The literature on development in post-conflict societies has centred not only on 

economic growth, but also on the transformation of key social development 

outcomes. These points of emphasises, have become linked into a view that economic 

recovery and social development should go hand in hand in post-conflict countries. 

Seen through such a lens, a helpful definition of economic development emerges. 

(Pritchett, Woolcock, & Andrews, 2012):   ‘…a cumulative historical process whereby 
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economies grow through enhanced productivity, prevailing political systems represent 

the aggregate preferences of citizens, rights and opportunities are extended to all 

social groups, and organizations function according to meritocratic standards and 

professional norms’ (p.2). Thus, economic stability, polity, public administration and 

society become the fourfold priorities of post-conflict development.  

In summary, the empirical literature on aid effectiveness in post-conflict countries is 

limited and yields unclear and ambiguous results. This is not surprising given the 

conflict found within and the heterogeneity of, aid motives of donors.  Such lack of 

clarity is also a product of the limitations of the tools of analysis, and variations of 

results of aid effectiveness across post-conflict countries (Bourguignon & Sundberg, 

2007). It is therefore essential to understand whether aid allocation decisions can be 

engineered to render aid more effective in building peace in, and addressing the wider 

needs of, post-conflict countries. Equally, there is need to find ways in which 

conditional economic aid can be structured so as to induce donors and recipients to 

focus on results rather than inputs.  

The next chapter will provide a systematic review of aid history and explores major 

shifts in international aid business.  
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Chapter 3 : Foreign aid: definitions, trends and shifts  

 

3.1 Introduction  

An important part of development cooperation is bilateral aid received by developing 

countries. According to OECD definition, bilateral aid disbursement refers to the aid 

transferred by an individual donor country to a developing country on concessional 

financial terms with the fulfilment of economic and welfare needs as the primary 

declared aims (Burnell, 1997). A retrospective view of aid disbursement patterns of 

bilateral aid donors contributes to the understanding of the way common needs of 

the developing world were met. It also provides a useful window into the protracted 

donor-recipient dialogue on definitional clarity of development cooperation. Tarp 

(2010), whose study well captured the variegated dialogue on development 

cooperation pout that the debate was not only about providing a definitional 

clarification for foreign aid but also on a great many other issues including, inter alia, 

aid volume, aid effectiveness, and development outcomes.  

 

Early optimism and confidence in the impact of foreign aid have been 

tempered with time. In the first edition of his Leading Issues in Economic 

Development, Meier (1964) dedicated some eighteen pages to the issue of 

foreign aid. He started by asking, ‘How much aid?’ By the time of the sixth 

edition (Meier, 1995), the treatment of foreign aid had been cut in half and the 

questions raised were: ‘Why official assistance?’ and ‘Does aid work?’ In the 

2000 edition (Meier & Rauch, 2000) ‘foreign aid’ is not listed in the index 

(p.11). 

 

In a different vein, this chapter concerns on re-energising the former debate about 

definitional clarity on foreign aid while also constructively outlining changes in aid 

http://www.oxfordscholarship.com.libraryproxy.griffith.edu.au/view/10.1093/acprof:oso/9780199580934.001.0001/acprof-9780199580934-chapter-2#acprof-9780199580934-bibItem-140


    

 

  37 

 

disbursement practices of bilateral aid donors since the end of World War II. In doing 

so key trends are highlighted in the business of bilateral aid which contribute to a 

better understanding of changes over time in the diversification of bilateral aid 

business, aid volumes, aid donors, types of aid and aid recipients. This chapter is set 

out in three sections the first of which provides definitions of official development aid 

(ODA). This study contends that a continuing lack of clarity about the definition and 

the role of development aid remains a potential barrier to its proper functioning. The 

second section covers the historical evolution of the business of foreign aid.  Such an 

analysis is helpful in tracing donors’ changing criterion for determining ODA and 

understanding how developing countries’ development needs have been addressed. 

The final section considers aid and its trends from both an historical and 

contemporary perspective.  

 

Whilst both multilateral aid institutions and bilateral donors share the common goal 

of promoting development in recipient countries, this thesis refers only to bilateral aid 

between governments. However, the changes in the history of aid will be discussed 

without only resting upon the changes in bilateral aid to developing countries. 

 

3.2. What does foreign aid mean?  

The empirical literature has produced a lack of clarity in the efforts to build a 

definitional consensus on foreign aid (Hynes & Scott, 2013a). At the same time, there 

had been a growing disenchantment with aid donors’ aid disbursement policies in 

developing countries and also with the lack of clarity of the role foreign aid should 

play in development priorities in developing countries. In consequence, over the past 

five decades, a number of key issues has arisen in the aid business, and in particular 

what the overall level of aid commitment to  countries should be, the characteristics 

of concessional financial flows, the differentiation of other financial assistance from 

development aid and transparency and effectiveness of foreign aid. 
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The initial issue was deciding on the overall level of commitment of aid from 

developed countries to developing countries. Since its establishment in 1962, the 

Development Assistance Committee (DAC) of the OECD (established in 1960) has set 

out several guidelines in order to clarify the ‘aid target’ issue. This refers to the 

commitment made by developed countries towards developing countries, which 

usually comes in the form of a commitment by rich countries to contribute a 

percentage of their Gross National Product (GNP) or Gross National Income (GNI) to 

development assistance. There arose a difficulty in reaching agreement among DAC 

countries on what the percentage of GNP should be. At the Geneva based World 

Council of Churches in 1958, DAC countries agreed that international aid should be at 

least 1% of donor countries’ national income. Throughout the late 1950s, developing 

countries started to receive large flows of private and public capital reaching 0.83% of 

rich countries’ GNP in 1960. The United Nations General Assembly has determined 

that international aid assistance  and  capital  should  increase to 1% of the  combined 

national incomes of economically advanced countries (Michael & Todd, 2005). The 

moral obligation of developed countries to developing countries and newly 

decolonised countries such as in Africa during 1960s (Clemens & Moss, 2005) 

stemmed from not only the perceived development related priorities but also from 

the desire to fight a perceived threat of communist expansion of influence over 

developing countries (Friedman, 1958; Kanbur, 2003).  

 

A particular difficulty in deciding on an overall aid target was the inability to control or 

predict capital flows to developing countries and difficulties associated with adjusting 

official flows to compensate for fluctuation in private flows. A crucial proposal was 

made in 1969 by Jan Tinbergen who set a new target for official aid flows of 0.75% of 

GNP and which was followed by a UN General Assembly recommendation in 1970 to 

make the target 0.7%. The UN General Assembly’s recommendation remained 

unchanged until 1983 when GNI was replaced by GNP. As a result, today a country’s 

total aid target of can be defined in terms of GNP/ODA. According to the DAC, aid 
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targets now refers to the “commitment of the world's governments to commit 0.7% of 

rich-countries' gross national product (GNP) to ODA” (Qian, 2014). 

 

However aid donors have repeatedly failed to meet such a level of aid commitment. 

For example, as can be seen in Figure 3.1, in 2015, only 6 out of 28 DAC donor 

countries, United Kingdom, Netherland, Denmark, Luxembourg, Norway and Sweden, 

were meeting the 0.7 target. 

 

Figure 3.1: Net ODA in 2015 (as a percentage of GNI) 

Source: OECD statistics 

 

 The idea of enhanced and more stable aid flows to developing countries was 

repeatedly supported by the United Nations General Assembly. 

 

In recognition of the special importance of the role that can be fulfilled only by 

official development assistance, a major part of financial resource transfers to 

the developing countries should be provided in the form of official 

As a percentage of GNI 
 

UN Target 0.7 
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development assistance. Each economically advanced country will 

progressively increase its official development assistance to the developing 

countries and will exert its best efforts to reach a minimum net amount of 

0.7% of its gross national product at market prices by the middle of the 

decade. (UN 1970, paragraph 43) 

 

The other issue that requires clarifying is the concept of ODA which only acquired a 

standardised definition in 1972. Drawing on the conventional definition of the OECD’s 

DAC, ODA refers to aid flows to developing countries and the role of multilateral 

development institutions in promoting recipient country’s economic development and 

welfare as the primary objective. Among the many criteria agreed upon, a minimum 

grant element of 25% was a key element although “the discussion on the 

appropriateness of this measure has never ended” (OECD, 1992, p. 3). Furthermore, in 

order to make the repayments ‘discounted’, flexible terms known as concessional 

terms were introduced. Thus as the OECD notes, whilst aid is intended to be 

concessional in character,  aid recipients should meet the concessionality criterion 

(OECD, 2001).   

 

There were discussions on whether or not a loan should be concessional and its level 

of concessionality  (Hjertholm & Tarp, 2000, p. 100). The ‘concessional character of 

loans’ is still contested and is open to various interpretations (Glossary of Statistical 

Terms, 2007; Organization for Economic Co-operation and Development, 2007). This is not 

surprising given that various developed countries and institutions preferred to offer 

their own unique interpretations. The issue was tackled by the DAC when it adopted 

the Recommendation on Financial Terms and Conditions in 1965. This definition holds 

that concessionality should be decided based on a grant element of at least 25% at a 

10% discount rate. As Brautigam (2011a) observed: to qualify as ODA, the interest rate 

and grace period of an official loan must make it at least 25% cheaper over time than a 

hypothetical comparison loan with no grace period and a fixed interest rate of 10%.  
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Although the DAC provides a clear definition, it is still not without ambiguities and 

problems.  

 

Developing countries were usually credited as being at the forefront of efforts to seek 

more concessional forms of aid to sustain economic growth. Furthermore, developing 

countries pressed for greater financial flows while also increasing calls greater 

transfers in the form of  concessional aid (Tarp, 2010). While demands for more aid 

with concessionary characteristics have preoccupied developing countries, they have 

also argued that the problem of indebtedness be better addressed. The UNCTAD II 

meeting in New Delhi in 1968 and the inaugural ministerial meeting of the G-77 in 

1967 at Algiers led to high expectations that developed countries could obtain softer 

terms for development aid and thereby avoid the debt trap which afflicted many 

developing countries.   

 

As a consequence of decades old discussions and policy dialogues on foreign aid, it is 

today widely accepted that the characteristics of foreign aid do now reflect the key 

objectives of aid and its concessionary character. Specifically, as noted above, the 

OECD captures the two standards in its definition offered in 1972: first the objectives 

of giving aid and secondly the concessional character of aid. Accordingly, the OECD 

defines aid as: 

 

Flows of official financing administered with the promotion of the economic 

development and welfare of developing countries as the main objective and 

which are concessional in character with a grant element of at least 25% (using 

a fixed 10% rate of discount)....Lending by export credit agencies—with the 

pure purpose of export promotion—is excluded’ (OECD, 2003).  

 

In a nutshell, it was proposed that ODA as official transactions should be concessional 

in character and should have the objective of promoting the economic and social 
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development of aid recipients. This is more indicative of the aims of aid compared to 

some studies which have defined aid in a way which indicates its purpose is  other 

than development (Macrae & Harmer, 2004). In summary, the composition of total 

ODA is mainly represented by grants (Organization for Economic Co-operation and 

Development, 2007) and concessional loans which have favourable terms to developing 

countries.  

 

Another issue that has been a focus of attention is the differentiation of ODA from 

other types of aid and grants. While aid takes many forms, differentiating other 

financial assistance from development aid is not without its problems. Donors 

typically find it difficult to determine what constitute development aid among 

multitude of sources of finance such as loans, grants, export and mixed credits, 

associated finance, private investment etc. (Hynes & Scott, 2013b). Other than 

economic development assistance, ODA also includes aid for technical cooperation 

but excludes number of key areas such as military support, political development 

programs, export credits, and debt forgiveness for military loan (Fuhrer, 1996; OECD, 

2006; The role of foreign aid in development 1997 ). It has often been the case 

however that aid given to the military, peacekeeping efforts, refugee assistance, anti-

terrorist activities etc. presented difficulties in being precise over whether such aid 

was in fact for development purposes. Indeed, having different aid purposes is 

premised on expecting different outcomes or consequences on recipients’ 

development.  

 

Over the past decade, many scholars (e.g., Radelet, 2008) have worked to better 

understand ODA, by examining different forms of development assistance such as 

‘official aid’ (OA) that is provided to countries in transitions as provided to the former 

states of Soviet Russia (Martens, 2001). OA represent aid that “meet conditions of 

eligibility for inclusion in ODA, but the recipients are countries in transition, mainly 

from Eastern Europe and Former Soviet Union” (Akramov, 2006, p. 9). In fact, both 

terms, ODA and OA, are often used interchangeably. Therefore, this study refers ODA 
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and OA interchangeably, and ‘foreign aid’ is thus considered to be given to the 

economic and welfare development.  

 

The outcome of the adoption of the ODA definition was to pave the way for donors to 

more clearly focus on the accepted essence of development assistance.  As a result, 

today’s ODA consists of five elements (Vanheukelom, Migliorisi, Cangas, Keijzer, & 

Spierings, 2012, p. 11): 

1 the type of flows (equity, grants, loans or technical cooperation) 

2 the source (official sector of donor countries) 

3 the recipients (they must be on the DAC list)  

4 the development/welfare purpose of the related transactions 

5 the concessional character 

 

Although aid that supports the development and welfare aspect of aid recipient 

countries has expanded over time, the outcomes of aid have always been interpreted 

in terms of the donors’ perspectives. In such instances, of critical importance is the 

engendering a policy discussion via a dialogue between the aid recipient and aid 

donor. For its part the United Nations, embarked on policy discussions on external 

financing for development (EFD) vis-à-vis ODA. As a result the General Assembly 

Resolution 400 (V) 20 November 1950 touched upon issues of EFD implementation 

and suggests: 

 

The domestic financial resources of the  under-developed  countries,  together  

with  the  international  flow  of  capital  for  investment,  have  not  been 

sufficient to assure the desired rate of economic development, and that the 

accelerated economic development of under-developed countries requires a 

more effective and sustained mobilization of domestic savings and an 

expanded and more stable flow of foreign capital investment. 
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Although external capital flows and development aid as a basis for development policy 

have continued to play an important role, there has been a growing concern relating 

to the transparency and the effectiveness of aid (AIDINFO, 2011).  Aid recipients and 

donor governments have realised that greater aid disbursement does not necessarily 

signify more development. Rather than increasing the quantity of aid to developing 

countries, and improving its quality was believed to provide answers to the 

transparency issue of aid disbursement.  These led to attention being focussed on this 

issue at the 2002- International Conference on Financing for Development which 

established a consensus on aid financial volumes, and which was followed by signing 

of 2005 Paris Declaration. The 2005 Paris Declaration revaluates traditional behaviours 

of aid donors and the role of recipients (OECD, 2005). It encourages donors to 

harmonise their funding efforts and encourages both donors and recipients to use and 

strengthen a country’s own system. This calls for greater legitimacy and responsibility 

to be given to aid recipient, and in so doing reduce resistance and reversion 

(Brautigam, 2011b). The Declaration is focused on five mutually interdependent 

principles: 

 

1 Ownership: developing countries should set their own strategies for poverty 

reduction, improve their institutions and tackle corruption. 

2 Alignment: donor countries should align behind these objectives and use local 

systems. 

3 Harmonisation: donor countries should coordinate, simplify procedures and 

share information to avoid duplication. 

4 Results: developing countries and donors should shift their focus to 

development results and measurable results  

5 Mutual accountability: donors and partners should be accountable for 

development results. 

 

The Accra Agenda for Action further developed the ideas of transparency and 

promoted a range of other pressing concerns, including capacity development, 
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recipient country  leadership and the predictability of aid (OECD, 2008). Furthermore, 

reforms were proposed in order to strengthen the way development aid is delivered 

and managed with the aim of an increasing effectiveness of, and impact on, recipient 

countries. In 2008 in order to implement the Paris Declaration and its five principles, 

the Accra Agenda, the following key activities were proposed. 

 

1 Ownership: countries should secure a greater say over their development 

processes through wider participation in development policy formulation, 

stronger leadership on aid co-ordination and increased use of in-country 

systems for aid delivery. 

2 Inclusive partnerships: all partners - including donors in the OECD 

Development Assistance Committee and developing countries, as well as 

other donors, foundations and civil society – to participate fully. 

3 Delivering results: aid should be focused on real and measurable impacts 

on development 

4 Capacity development – the building of the ability of countries to manage 

their own future.  

 

During the High Level Forum held in Busan in 2011, further policies designed to 

promote transparency were proposed and thereby raising the transparency issues to 

the top of the political agenda (Mawdsley, Savage, & Kim, 2013). As a result, the Busan 

forum introduced a new paradigm called ‘development effectiveness’ or ‘aid 

effectiveness’.  Thus the Busan 2011 Forum created a renewed focus replacing the 

previously held view that aid effectiveness should be measured by the “extent to 

which the reforms advocated by donors are in fact implemented” (Morrissey, 2002, p. 

1). This was replaced by a more aid recipient oriented concern that aid effectiveness 

should be measured by the “degree of control recipient governments are able to 

secure over implemented policy outcomes” (Whitfield, 2009b; Whitfield & Fraser, 

2010). These discussions raised the importance of  “a  more  demand driven  debate  

about development assistance information that is more inclusive, more purpose 
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driven and more user centric rather than provider focused” (Vanheukelom et al., 

2012, p. 12). Similarly, Baker (2000) mentions that “despite the billions of dollars 

spent on development assistance each year, there is still very little known about the 

actual impact of projects on the poor” (p.6).  

 

The Busan Forum suggested not merely a harmonisation between traditional aid 

donors and aid recipients but also between traditional and new aid donors. This 

recognised that not only were 'traditional' bilateral providers of official development 

such as the USA, being replaced with ‘new’ donors, but that the structure of the 

international aid regime had begun shifting towards emerging powers such as China, 

India, and Brazil (Maudsley, 2012; Mawdsley, 2012; Zeitz, 2015). While traditional aid 

donors’ external assistance is defined by its strict conditionality and strict standards 

on aid disbursement and implementation, non-traditional donors’ aid has been more 

readily available and with a greater flow of non-concessionary aid to recipients that 

are in dire need of development aid (Brautigam, 2011c; Chaponniere, 2009). 

According to (Mawdsley et al., 2013) the traditional aid agenda has been gradually 

changing the aid system in three key ways.  First, in contrast to traditional donors’ 

concerns over the amount spent on the development and welfare of developing 

countries, non-traditional donors prefer more outcome oriented results. Second, 

development targets were expanded not merely to fulfil income and poverty demands 

but also to achieve the MDGs such as reducing infant mortality, womens’ 

empowerment and wellbeing. Third, there has been a concerted effort to encourage 

governments and non-state actors to cooperate. Since new aid donors generally offer 

aid with conditions much looser than traditional donors and both non-traditional and 

traditional donors act in an uncoordinated manner, scepticism prevails over the 

capacity to harmonise the overall aid effort so as to maximise the development needs 

of recipient countries. To avoid the wide array of issues donor proliferation brings and 

in order to streamline the aid process, it has recently been recommended aid co-

ordination between donors and recipients are greatly expanded (Club du Sahel, 

2000a; McCormick, Mitullah, & Manga, 2007a; McCormick et al., 2007b). There is also 
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a growing push to facilitate aid coordination through regular meetings, negotiation 

rounds, and consensus building (Balogun, 2005; Bigsten, 2006) 

 

In much of the development literature, aid ownership is seen the key to aid 

effectiveness. However, confusion and lack of clarity remains as to what ‘aid 

ownership’ means and how it is to be applied (Kim & Lee, 2013). Since 2005 the 

discourse around aid ownership has followed the Paris Declaration and the Accra 

Agenda for Action -2008 which encourages ‘inclusive dialogue’ between donor 

governments, recipient governments and stakeholders (Poverty, 2014). It is argued in 

particular that aid ownership should represent an outcome of mutually constituted 

aid negotiation rather than a product of the  control that donors or recipients possess 

during aid negotiations (Whitfield & Fraser, 2010). Although reconfiguring the balance 

between aid donors and recipients has proven to be essential to promote aid efficacy, 

the goals in the Paris Declaration and Accra Agenda for Action-2008 have exposed an 

additional imbalance in aid relations. That is, the relationship between aid recipients, 

aid donors and the community and the way they understand aid ownership. Thus 

while ownership was certainly seen as a commendable objective, when translated into 

practice, its meaning and interpretation were often lost (Gibson, Andersson, Ostrom, 

& Shivakumar, 2005, p. 12). 

 

3.3. Foreign aid since the end of the Second World War 

A closer look at modern aid history reveals that the aid business has undergone a 

dramatic change since the end of the Second World War. Some scholars have viewed 

aid donors and their aid commitments  through economic-development criteria rather 

than one in terms of political division during the Cold War (Bella & Reinhardt, 2008).  

However the majority have emphasised the overriding important of Cold War donors’ 

strategic considerations in their aid disbursement. For instance, Friedman (1958) 

notes that the aid disbursement policies of aid donors, in particular the USA, 

essentially promoted donors’ willingness to win allies. McKinlay and Little (1977) 

argue that aid decisions during the first few decades of the Cold War were motivated 
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by the strategic interests of the donors. Other studies have suggested that aid 

allocation decisions were primarily motivated by the promotion of foreign policy goals 

with respect to the recipient country and promoting trade relations between donors 

and recipients (McKinlay & Little, 1977).  

 

One explanation of the motivations behind the disbursement of aid is that it is based 

on altruistic aims. Essentially, aid to Europe during the Cold War was largely motivated 

by “creating markets for the United States by reducing poverty and increasing 

production in developing countries. Defence and security interests, on the other hand, 

helped diminishing the threat of communism and directing countries to prosper under 

capitalism” (USAID, 2017). According to Bandyopadhyay (2010), European and non-

European governments adopted a similar attitude by financing countries that were 

strategically, culturally and historically important to them. For example, France gave 

aid to its former colonies while Japan assisted recipient countries that supported  

Japan’s membership of international forums (Bandyopadhyay & Vermann, 2013). 

 

The origins of the modern form of bilateral foreign aid disbursement can be traced to 

the early 1940s in war-ravaged Europe and the Marshall Plan (also known as the 

European Recovery Programme). This plan emerged as a mechanism to promote the 

post-Second World War recovery effort, to fulfil acute reconstruction needs of war 

devastated Europe and to rejuvenate collapsed economic systems. The Marshall Plan 

was based on free trade, free foreign exchange and free market in war devastated 

Europe in the 1950s (Tarnoff & Lawson, 2016) and “to rehabilitate the economies of 

17 western and southern European countries” (Williams, 2011). The role of the USA 

government can be partially explained in terms of the aid being primarily defensive 

character. Some authors contend that the plan turned war devastated Europe into a 

mixed economy with a greater role for market orientated policies and less direct 

planning in the mix (De Long & Eichengreen, 1991; Trachtenberg, 2005). 

 



    

 

  49 

 

The development outcomes of the multi-year Marshal Plan commitment (1948-1951) 

by pushing war devastated Europe into a more market oriented economic policy mode 

would be a key factor in the ensuing economic prosperity and political stability.  But 

the total European aid disbursement of $13.2 billion in the years 1948-1951 was 

conditional on western European countries accepting this market oriented approach 

which took the form of reducing spending needed for financial stability, relaxing 

controls that prevented markets from allocating resources, and allowing free trade. 

This acceptance of the Marshal plan conditionality produced   substantial aid volumes 

to the United Kingdom (US$ 2.7 billion), Western Germany (US$ 1.4 billion), France 

(US$ 3.2 billion) and  Italy (US$ 1.5 billion) (De Long & Eichengreen, 1991). 

 

Consequent to the success of  the Marshall Plan reconstruction effort in Europe 

(which was administered by the predecessor organisation to the OECD, the 

Organisation for European Economic Co-operation (OEEC)), similar kinds of aid 

initiatives were designed to encourage successful development efforts elsewhere in 

the world during the 1960’s and 1970’s, both in the form of bilateral aid and 

multilateral aid (Tarp, 2010). Thus by the late 1950s and 1960s, bilateral and 

multilateral aid donors began to provide developing countries and in particular newly 

independent developing countries with foreign aid formerly only available to Europe 

(Tarp, 2010). The establishment of the International Bank for Reconstruction and 

Development (IBRD) commonly called the World Bank, accelerated and deepened the 

flow of aid to developing countries with the aim of  growing and modernising their 

economies (Tarp, 2010). Since its first loan to France in the early 1950s, the World 

Bank’s reconstruction and development loans have expanded enormously. For the 

fiscal year 2016, it approved US$ 9.3 billion in loans to Africa, US$ 7.5 billion to East 

Asia and Pacific, US$ 7.3 billion to Europe and Central Asia, US$ 8.2 billion to Latin 

America and Caribbean,  US$ 5.2 billion to Middle East and North Africa and US$ 8.4 

billion for South Asia (The World Bank, 2016).  
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Although the main rationale for both the multilateral organisations and bilateral aid 

donors is to eradicate poverty and accelerate development objectives of recipient 

countries, designing and implementing grant and loan programs, has produced 

numerous criticisms and raised controversies for both aid streams (Radalet, 2006). For 

example, the World Bank was criticised for its role in promoting a dominant 

development model, for failing to address poverty related issues in recipient countries 

and for being unable to implement policy reforms and guidelines proposed by it (Ross, 

1994). Moreover following the end of reconstruction efforts in Europe, the World 

Bank started to impose preconditions on aid before it could be approved (Killick, 

1998). As well, bilateral in contrast to multilateral aid has tended to increasingly based 

on  political/national interests of donor countries (Neumayer, 2003) and impose fewer 

guidelines on recipient countries (Maizels & Nissanke, 1984).  

 

Thus there were growing requests for aid which would better fulfil the development 

needs of the developing countries. Thus given the strings often attached to foreign 

aid, technical assistance and loans, non-aligned countries in the 1960s started to 

working together towards limiting the economic influence of aid donors. As President 

Nyerere, as cited in (Agyeman, 2003), points out: 

 

The economic weakness (of developing countries) very often enables the Big 

Powers to impose their will without using their military strength at all. With 

much less difficulty to themselves—and less danger of getting themselves 

bogged down in endless anti-guerrilla activities—they can use their economic 

strength for the same purposes of reducing our independence of action. The 

real and urgent threat to the independence of almost all the non-aligned states 

thus comes not from the military, but from the economic power of the big 

states (p. 7). 
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The UN General Assembly reacted to the sentiments of the non-aligned movement 

(NAM) by requesting developed countries to give 0.7% of their GNP to poor countries 

in the form of ODA.  

 

As the number of multilateral donors increased, it also maintained a system of making 

loans contingent upon the implementation of International Monetary Fund (IMF) 

(Dijkstra, 2002, p. 309). Consequently over the last two decades, the nature of the 

economic-reconstruction efforts have gradually shifted often in the form of aid 

sanctions or suspensions, which became a key instruments in pursuing issues of 

political governance in developing, and aid-dependent countries (Crawford, 2001). 

Thus the initially ad hoc and incoherent, donor responses to aid seeking countries 

progressively developed into a comprehensive, coordinated effort (Suhrke & 

Buckmaster, 2005).  

 

Tarp (2010) notes that aid started to focus on employment, income distribution, and 

poverty alleviation as essential areas of attention after the mid-1970s. By doing so, 

bilateral and multilateral aid donors systematically shifted and diversified their 

strategies from trickle-down efforts to enhancing basic human rights and the 

redistribution of the proceeds of growth (Tarp, 2010). In this way more aid was given 

to advance social needs, reduce poverty and develop skills and human capital. Overall, 

aid programs in the 1970s tended to reflect the core of Solow’s neoclassical model of 

growth and satisfy the ‘basic needs’ of welfare economics (Edwards, 2014). 

 

At the beginning of the 1980s, international aid and development assistance became 

largely focused on macroeconomic issues, trade reforms, and privatization in aid 

recipient countries (Radalet, 2006). As a result, the IMF and World Bank focussed 

increasingly on structural adjustment policies. International aid became a means to 

impose conditionality on developing countries whereby the “…focus on development 

strategy and policy shifted to internal domestic policy failure, and achieving 
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macroeconomic balance (externally and internally) became widely perceived as an 

essential prerequisite for renewed development.” (Tarp, 2010, p. 30) 

 

It has long been accepted that the end of Cold War in 1991 impacted heavily on the 

global aid business. There was a record decline of aid in absolute terms until the turn 

of the new millennium.  For example, from 1991-1997 foreign aid provided globally 

dropped by 22%. Once both bilateral and multilateral aid flows started to drop 

(Kharas, 2009)  (which became  known as ‘aid fatigue’) in the post-Cold War era, the 

donor-recipient relationship started to weaken between developed countries and 

developing countries (Tarp, 2010). While studies on foreign aid during the Cold War 

have traditionally focused on security concerns of donors, the dissolution of Soviet 

Russia in early 1990s meant the motivation for providing aid became far more varied 

(Meernik, Krueger, & Poe, 1998).  

 

One of the major problems to arise was the emergence of a growing number of failed 

states and the absence of effective development programs in such (largely African) 

developing countries. As well, related to the imposition of aid conditionality by major 

bilateral aid donors is the link between development aid and aid recipients’ country 

characteristics more generally. In a number of cases unprecedented volumes of 

bilateral aid, in particular US aid, had been given to so-called fragile countries. These 

countries have fallen apart due to the deterioration of democracy, wars and conflicts, 

mismanagement, corruption, or rule by dictatorship. They include Somalia, Rwanda, 

Sierra Leone, and Sudan (Sibley, 2012). As a result, aid donors dramatically altered 

conditions under which aid was provided to recipients in the absence of absorptive 

capacity of the recipient state.  

 

Notwithstanding these efforts the perceived frequent failure of aid to fulfil the 

development needs of developing countries produced considerable dissatisfaction. 

Aid was characterised as an instrument of commercial interests in the industrial world 

and of “self-interested, inefficient, rent-seeking bureaucracies”(Tarp, 2010). Overall, in 
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the 1990s, bilateral aid flows to fragile states was restricted to humanitarian purposes 

such as irradiating the AIDS epidemic in the African continent.  

 

In the wake of the 9/11 attack on the USA, there have been several significant trends 

determining bilateral aid donors’ aid policies.  First, there is the view  that the USA, 

being the top bilateral aid donor for several decades, financially assisted countries to 

fight a war against terrorism (Tarnoff & Lawson, 2016). For example, the USA 

increasingly assisted partner states in counter-terrorism and funded reconstruction 

programs in Afghanistan and Iraq. In Tarnoff and Lawson’s words (2016), “global 

development has been featured as a key element in US national security strategy in 

both Bush and Obama Administration policy statements” (p.5). Second, US aid policy 

is also seen to be motivated by commercial needs. That is aid to other countries was 

variously promoting US exports, creating new customers for US products or improving 

the global economic environment in which US companies operate. Third, US aid is 

seen to have been driven by the promotion of the humanitarian and governance 

needs of the recipient country such as improving human rights, and poverty 

alleviation. Overall aid disbursement motivations since 2001 can be viewed as having 

shifted from "global anti-communism to a disparate range of regional issues, such as 

Middle East peace initiatives, the transition to democracy of eastern Europe and 

republics of the former Soviet Union, and international illicit drug production and 

trafficking in the Andes” (Tarnoff & Lawson, 2016, p. 4). 

 

A significant conclusion that emerges from the above discussion is that development 

aid has oscillated from a country-specific approach in the 1950s and 1960s, to a focus 

on basic human rights and redistribution of growth in the 1970s, to a structural 

adjustment and macroeconomic approach in the 1980s and 1990s, to an institutional 

development of the recipient countries in the 1990s and to anti-terrorism strategies in 

the 2000s.  

 



    

 

  54 

 

3.4. Changes in global bilateral aid business 

As pointed out above, foreign aid emerged as a mechanism to promote the post-

Second World War recovery effort based on free trade, free foreign exchange and free 

markets in war devastated Europe in 1950s (Tarnoff & Lawson, 2016). It underwent a 

dramatic change in terms of aid volume, recipients and donors. These changes are 

taken into account when the basis of this study’s in depth analysis of the research 

question which explores the foreign aid policies of aid donors in specific post-war 

contexts. Most of the data proposed in the following section are based on the 

statistics provided by the OECD during the period 1960-2015.  

 

Aid volume 

Figure 3.2 presents ODA disbursement by DAC countries, non-DAC countries and 

multilateral organisations for the period 1960-2014. According to the figure, ODA 

disbursement by DAC countries has been higher and significant than other donors.  

 

Figure 3.2: ODA disbursement by DAC countries, non-DAC countries and multilateral 
organisations 1960-2014 (US$ billion in 2014 constant prices) 

Source: OECD statistics 

 

During 1960 to 2014, total net aid of around US$ 3.5 trillion dollars was provided by 

OECD countries to developing countries. It is evident from the table 3.2 that the 
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volume of all donors’ aid disbursement has risen markedly from only US$ 38.19 billion 

in 1960 (expressed in constant 2014 US dollar prices and exchange rates)  to total aid 

disbursements of US$160 billion in 2015. In 2005, all DAC countries, non-DAC 

countries and multilateral organisations collectively provided approximately US$ 124 

billion in aid to developing countries.  However aid from donors did fall sharply from 

1991, before rising gradually in 1997 through to 2005. Since 2007, net aid 

disbursement have risen further peaking at the historically high level of nearly US$ 

160 billion in 2014.  

 

Figure 3.3 presents all aid donors’ total ODA disbursements as a percentage of 

recipient countries’ GNI from 1961 to 2013. As can be seen from Figure 3.3, despite 

the upward trend in overall aid flows, the average ratio of net aid inflows to 

developing countries’ GNI, has moved in the opposite direction. Net ODA as a 

percentage of recipients’ GNI has fallen more or less continually between 1961 and 

2013.  For example, aid accounted for 0.7% of GNI in 2013, compared with 2.5% of 

GNI in 1962. The declining value was most profound between 1990-1997 and 2005-

2011. The lowest average ratio of net aid inflows to GNI was recorded in 2011, at 

0.6%.  

Figure 3.3: All donors net Official Development Aid to developing countries 1960-2004 
as a percentage of recipients' GNI (average) 

 

 

 

 

 

 

 

 

 

Source: OECD statistics, 2016 
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Donors 

Figure 3.4 details the top ODA donors for the year 2015. Since the Marshall Plan, the 

largest amount of bilateral aid has been provided by the USA, accounting for about 

24% of total official development assistance from major donor governments in 2014 

(Tarnoff & Lawson, 2016). The USA has shown a long-standing aid commitment with 

new rationales and objectives for foreign aid. Since 2000, USA ODA has increased 

significantly - by almost 10% a year in real terms. As shown by Figure 3.4, among 

bilateral ODA donors, the USA provided the most aid (about US$ 31 billion) during 

2014.  The United Kingdom (US$ 18 billion) and Germany (US$ 17 billion) were among 

the other top DAC donors. 

 

Figure 3.4: ODA bilateral aid donors, 2015 (in million US$) 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: OECD statistics 

 

A key element of the historical evolution of aid for development purposes is the 

emergence of different types of aid donors. Bilateral aid can be influenced by the way 

donors’ aid giving capacity is organized (Howes, 2011). Known as donor proliferation, 
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the increase in the number of donors giving aid to any one recipient country has been 

a less debated phenomenon in contemporary aid business. The obvious problem is 

that where there are a large number of aid agencies they have tended to act in an 

uncoordinated manner. As Bürcky (2011) notes, different donors “pursue their own 

policies and strategies, use many different instruments and approaches and broadly 

follow their own rules and regulations regarding the deployment of development 

assistance” (p.7). Proliferation of aid donors leads to aid irresponsibility because there 

are too many principals which weaken the incentives to achieve results (Easterly, 

2006). To avoid the often  conflicting array of issues which donor proliferation brings 

and in order to streamline the aid process, co-ordination between donors and 

recipients has been emphasised (Club du Sahel, 2000b; McCormick et al., 2007b). 

There is a growing consensus in the literature that aid coordination is possible through 

regular meetings, negotiation rounds, and consensus building (Balogun, 2005; Bigsten, 

2006).  

 

Figure 3.5 presents information on top aid receiving regions in the world between 

1961 and 2013. The figure illustrates that ODA and OOF has been more focused on 

African nations since the second half of 2000s. As seen from figure, in terms of Asia, 

there was an upward trend since 2004 when approximately USD 43 billion was 

committed. There has been a rise of foreign aid during the subsequent five years 

when aid commitment of developed countries rose in all regions. The intuition of 

giving aid is to eradicate poverty and fulfil development needs of the many nations in 

Sub-Saharan Africa - the countries having a lowest per capita income of aid recipients. 

Over the last five years, aid given to Oceania and the Americas remained relatively 

constant with only slight fluctuations. However, ODA reached a high during 2013-2014 

given the extension of international aid to alleviate the Ebola epidemic, and in 

particular to Sierra Leone. 

 

 



    

 

  58 

 

Figure 3.5: Net official development flows (ODA and OOF) from DAC countries to 
regions- 1960-2014 (in millions US$) 

 

 

 

 

 

 

 

 

 

 

SOURCE: OECD statistics 

 

The largest percentage of DAC aid to Asia was received in 2013 with  the  Middle  East  

region,  Pakistan,  Syria  and  Bangladesh  experiencing  the  largest  increases  of  all  

countries  or  regions  in Asia.  The provision of humanitarian aid to Syria and the 

wider Middle East region contributed to this increase. Bilateral ODA to Asia has 

fluctuated since 2005. The biggest  drivers  for  this fluctuation was the reduction  in 

aid flows  to  Pakistan,  the  Middle  East region and Bangladesh - the same countries 

which experienced large increases  in  2013.   

 

Not only are 'traditional' bilateral providers of official development, such as the USA, 

being replaced with new donors, but the influence on the structure of the 

international aid regime has begun increasingly to come from emerging powers such 

as China, India, and Brazil (Mawdsley, 2012; Zeitz, 2015). Figure 3.6 shows the 

declining trends of aid receipts by non-traditional aid donors between 1993 and 2014. 

Among all non-traditional or new aid donors, aid receipts by China have decreased 
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dramatically (see figure 3.6). Recipients are attractive to non-traditional donors 

because their aid is more often readily available and unlike traditional donors, often 

provided in a non-concessionary form to recipients that are in dire need of the 

development aid (Brautigam, 2008; Chaponniere, 2009).  

 

Figure 3.6: Declining trends of aid receipts by non-traditional aid donors (US$ million 
in 2014 constant prices) 

 

 

Aid recipients 

As noted net ODA disbursements, have primarily been disbursed to developing 

countries in Africa and Asia in recent decades. In fact there is a high level of  

consistency in the flow of bilateral aid volume across aid recipients in developing 

countries. Of the 2015 bilateral foreign aid dispersed, Africa received the highest 

proportion (US$54.19 billion), followed by Asia (US$53.78 billion).   

 

 

Source: OECD statistics 

 

As the world economic and political landscape begins to be reshaped and dominated 

by the emergence of new powers, so too is the global foreign aid business. Aid from 

emerging countries totalled US$ 12 billion in 2006 and represented around 9.9% of 

world’s total aid disbursement (The United Nation, 2008).  

 

In particular, aid from China as a non-traditional donor, has raised concerns recently, 

in view of the large volume of aid which has displaced the formerly dominant 

traditional aid donors in Sub Saharan Africa, a continent that was receiving the largest 

share of aid from OECD countries. Chinese aid has become a concern of practitioners, 

policy makers and even scholars particularly because it doesn’t share some important 

similarities with traditional donors. It is mainly based on non-conditionality and non-
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interference in internal affairs of recipient states (De Haan & Warmerdam, 2011, 

2017) and foreign aid is delivered in the form of grants, low or interest-free loans, and 

concessional loans (Nowak, 2015), mainly through Export-Import Bank of China (China 

Eximbank). However, matters such as how much and for what purpose China has 

given aid to developing countries are not well understood. From 2004 to 2009, all 

types of development assistance from China grew by 30% per year. At the end of 

2009, a total of 257 billion yuan had been given. For Africa only, by the end of 2015 

China disbursed approximately US$ 180 billion. It approved loans worth of US$ 811 

billion in 2016 and lent around US$ 1,730 million for projects in developing countries 

(De Haan & Warmerdam, 2017). 

 

As aid from other BRICS countries (Brazil, Russia, South Africa and India) started to 

rise, the proportion of aid disbursed by them became significantly lower than China’s 

and many traditional donors. Collectively, since the beginning of this decade, these 

countries grew into the world’s largest economies. It is assumed that the USA will be 

bypassed by  China in 2050, while “India, Brazil and Russia are expected to stand at 

third, fifth and sixth places respectively” (Logan, 2015). For the last decade, India 

maintained an aid budget of US$ $1.6 billion. India’s aid is more need-oriented than 

aid from traditional donor countries (Fuchs & Vadlamannati, 2012). It is only recently 

that India, a country which itself suffers from underdevelopment, poverty and 

corruption, and mis-governance, increased its aid assistance to developing countries. 

It has a low literacy rate (74%), high infant mortality rate (40 deaths/1,000 live births), 

and around 22% of its population live below its official poverty line (World Bank 2011). 

The switch from aid recipient to aid donor was prompted by India’s strong economic 

position. A combination of rising foreign-exchange reserves, current account surplus 

and strong economic growth placed India in a position to become a creditor (Price 

2005). Initially, India’s assistance was focused on providing development assistance to 

its neighbours (Chanana, 2009), in particular Bhutan, Myanmar, and Nepal. Over the 

last few years, aid from India has been diversified.  
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Aid from other BRICS countries are also in arise. The goal of Brazil’s aid is to ensure 

higher standards in social services to developing countries in Latin America and 

Caribbean; specific sectors include health, agriculture, research and development and 

education (Vaz & Inoue, 2007). Although Brazil is a new donor, over the past few 

years, its development assistance has increased substantially. From 2005 to 2009, 

total aid growth was 130%.   

 

A country less known for its financial assistance is Russia. In 2013, the total volume of 

aid disbursed was US$ 714 million, which increased to US$ 877 million in 2014 - a 39% 

increase in real terms. During the 2008-09 global financial crisis, Russia was able to 

disburse around US$ 785 million of aid. More aid is provided to countries in the 

Commonwealth of Independent States. According to the OECD, Russia’s aid priorities 

extend to sectors such as “health, public finance, food security, nutrition and 

education”. A large portion of its aid is in the form of debt relief, technical assistance, 

scholarships and budget support (OECD, 2017b). According to the national aid strategy 

adopted under ‘Concept for Russia’s Participation in International Development 

Assistance’, Russia is committed to ensure aid ownership and alignment, aid  

transparency, accountability and monitoring (The World Bank, 2017). Despite being a 

donor, Russia still received aid from major financial institutions such as European Bank 

for Reconstruction and Development.  

 

Aid conditions 

The changes of aid donors’ aid disbursement priorities appear to have been 

accompanied by a change in the range of conditionalities applied by these countries. 

Aid conditionality is defined as “the setting of policy conditions for aid” (Dijkstra, 

2002). In parallel with changes in aid business, aid conditions applied to aid have 

varied from time to time. Conditions applied on aid recipients also vary over time and 

from donor to donor (Goodhand & Sedra, 2006).  In practice, over the last few 

decades, aid conditionality and the objectives attached to them have evolved, 

contributing to various ‘generations of aid conditionality’ (Koch, 2015). The first 
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generation emerged at the beginning of the Cold War, reflecting the prioritisation of  

development and reconstruction of Europe through ‘economic conditionality’ 

(Molenaers, Dellepiane, & Faust, 2015). A considerable range of literature dealing with 

aid conditionality unanimously shares the view that economic conditionalities form 

the first generation (Dijkstra, 2002; Stokke, 1995). In the early 1980s, structural 

adjustments based on neo-liberal principles of market liberalisation and economic 

reforms, mainly backed by the Bretton Woods Institutions (BWIs) (the World Bank and 

the International Monetary Fund) were taken on board (Frerks, 2000) leading to 

budget cuts and a reduced role of the state in the economic sector in many of the 

countries involved.  

 

The second generation of aid conditionality puts greater emphasis on ‘political 

conditionality’ making implementation of political reforms in the recipient countries a 

priority (Molenaers et al., 2015; Selbervik, 1999). The second generation of aid 

conditionality is centred on fulfilling human rights, establishing democracy, 

administrative accountability and promoting good governance in the recipient country 

(Arts, 2000; Clapham, 1995; Fierro, 2003; Naím, 1995). However, many of the 

conditions set by donating governments have been difficult to enforce because they 

are aiming at broader political improvements rather than simple, measurable 

economic indicators or improvements (Molenaers et al., 2015). Donors seek persistent 

human rights protection and democracy as means for not terminating or suspending 

aid. According to Frerks (2006), peace conditionality is used “as a lever to persuade 

conflicting parties to make peace, to implement a proposed peace accord, and to 

consolidate peace” (p.16). Thus, conditionality necessarily implies the presence of 

some form of pressure by donor agencies, whether the pressure is for political 

outcomes, such as elections, or economic outcomes, such as fiscal decentralisation. 

The emergence of political conditionality has formed a novel variant of lending that 

facilitated further Western interference into the political space of developing 

countries, “involving both systemic aspects, including the system of government and 

governance, and policies and their implementation” (Stokke 1996, p.75). The extent to 
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which negative measures were imposed on aid receiving countries reflects “an 

automatic reflex to identify conditionality with sanctions” (Fierro, 2003, p. 99) In this 

vein, it is “the use of pressure by the donor government, in terms of threatening to 

terminate aid, or actually terminating or reducing it, if conditions are not met by the 

recipient” (Stokke, 1995, p. 16)  .  

Over time, political conditionality of the second generation has proved to be an only 

partial explanation of the emerging concerns of donors in contributing to conflict 

resolution, promoting reconciliation and ensuring peace building efforts (Boyce, 

2004). These were fairly new trends giving the opportunity for aid donors to engage in 

largely exceptional political issues of recipient countries (Frerks, 2000).  

Some scholars have portrayed this third generation of aid conditionality as an 

extension to the second generation of political conditionality (Frerks, 2000). Although 

not widely accepted, Frerks (2000) has argued that a fourth generation of aid 

conditionality has emerged with the concern of US to “direct every resource at [its] 

command, every means of diplomacy, every tool of intelligence, every instrument of 

law enforcement, every financial influence, and every necessary weapon of war to the 

disruption and to the defeat of the global terror network.” Aid was therefore used 

both as a restrictive measure against countries helping global terrorism, proliferating 

weapons of mass destruction, but also to uphold human rights, democracy, the rule of 

law, and good governance (Koch, 2015; Portela, 2010). 

3.5 Conclusion 

Aid as a concept has undergone substantial changes that point strongly 

reinterpretations of the role of concessionality in aid, the purpose and objectives of 

aid and the types of aid that qualify as development aid. Amidst these changes, a no 

solid consensus has emerged:  donors tend to focus more on the type of flows, the 

development/welfare purpose of the related transactions and the concessional 

character. Debates are still going over the donor community’s revisiting of the 

purpose of aid. Aid should promote development priorities of recipient countries and 
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that more attention it is being claimed should be diverted to effectiveness of aid, 

which means that recipient-donor partnership should be strong and practical.  

Amidst these conceptual, qualitative changes, global aid business has witnessed the 

emergence of new aid donors such as China, India and Russia, who started to perform 

differently to that of existing aid donors. The former donors disburse more aid to 

recipients with little or no political conditionalities attached. Given their performance 

in the aid business, the global aid landscape changed significantly. 

While this chapter provides an overview of global aid and recent shifts in its nature, 

the next chapter, chapter four, will provide a country specific overview in terms of Sri 

Lanka and discuss how shifts in global aid business has influenced Sri Lanka overtime. 
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Chapter 4 : Political, social and economic performance of Sri Lanka 

 
4.1 Introduction  

Since the armed conflict between the Sri Lankan government forces and the Liberation 

Tigers of Tamil Ealam (LTTE) came to an end in 2009, challenges to post-conflict Sri 

Lanka have been diverse and different to many other global post-conflict 

environments. International community accused both the Sri Lankan government and 

the LTTE for violating humanitarian law and causing civilian casualties during the last 

two years of war in 2008 and 2009. Table 4.1 summarises a comparison of various 

recovery outcomes of a number of countries which were effected by war. As seen 

from table, in comparison to other conflict affected states, much has been achieved 

by Sri Lanka before, during and in the aftermath of the conflict.  

Table 4.1: Income growth experiences of civil war countries 

Type of recovery Countries 
Growth throughout pre-
war, war, post war 

Colombia, India, Indonesia, Nepal, Pakistan, Philippines, Sri Lanka, 
Sudan, Turkey 

Income collapse prior to 
the war 

Algeria, Burundi, DRC, Congo, El Salvador, Georgia, Liberia, Sierra 
Leon 

No-recovery post-war Burundi, Eritrea, Liberia  
Timid recovery post-war Chad, Georgia, Nicaragua,  
Strong recovery post-war Algeria, Angola, Azerbaijan, El Salvador, Ethiopia, Mozambique, 

Peru, Rwanda, Sierra Leon, Uganda, Syria, Bosnia, Cambodia, 
Lebanon, Yeman 

Source: Adapted from Hoeffler, Ijaz, and von Billerbeck (2011, p. 33) 

This chapter firstly demonstrates how the post-conflict political landscape has created 

sources of tension between international community and post-conflict Sri Lanka. 

Using an historical perspective, it is revealed that bilateral aid donors, who also acted 

in the role of political pressure groups have tended to make foreign policy decisions 

based on Sri Lanka’s political and peace performance and/or strategic concerns and 

interests. In this way the study lays the foundation for a discussion in the following 

chapter (chapter 5) on the aid allocation patterns of aid donors throughout the last 

few decades. Second, this chapter refers to the performance of social and economic 
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indicators. It will assess the economic and social performance of Sri Lanka during the 

past twenty years.  

4.2 Political dimension of post-conflict Sri Lanka 

Sri Lanka is an island country in the northern Indian Ocean off the southern coast of 

the Indian subcontinent in South Asia. It has maritime borders with India to the 

northwest and the Maldives to the southwest. It is separated from India by the Gulf of 

Mannar and the narrow Palk Strait about 32 kilometres wide.  The geographic location 

and deep harbours of the island made it of great strategic importance from the time 

of the ancient Silk Road through to World War II. Map 4.2 shows that the country has 

25 districts in 9 provinces. The majority of the thirty years war was played in Northern 

Province and Eastern province. 
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Figure 4.1: Districts and Provinces in Sri Lanka 

 

Source: https://en.wikipedia.org/wiki/Districts_of_Sri_Lanka 

After over two thousand years of rule by local kingdoms, parts of Sri Lanka were 

colonized by Portugal (1619-1663) and the Netherlands (1658-1796), before the 

control of the entire country was ceded to the British Empire in 1815.  During World 

War II, Sri Lanka served as an important base for Allied forces in the fight against the 

Japanese Empire. A nationalist political movement arose in the country in the early 

20th century with the aim of obtaining political independence, which was eventually 

granted by the British after peaceful negotiations in 1948. 
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The recent history of Sri Lanka has been dominated by multiple tensions between the 

Sinhalese and Tamils ethnic communities over a wide range of issues including 

language, land rights, education and right of self-determination. In post-independence 

Sri Lanka these disagreements mounted swiftly and led to a grave deterioration of 

ethnic harmony. In 1956, the government of S.W.R.D.Bandaranaike passed the 

‘Sinhalese only bill’ and established ‘Sinhala’ (the majority language of the Sinhalese) 

as the official language of the country, replacing English. The policy was revised by the 

1978 constitution incorporating both Tamil and Sinhala as official languages. However 

education disparities, a lack of job opportunities, a lack of political commitment by the 

Sinhalese led governments to communal issues and an overly rigid stance on many 

controversial issues generated unanticipated outcomes (Peiris, 2009). Most 

importantly, the increasing communal tension led to the outbreak of anti-Tamil riots 

in 1983 causing unprecedented displacement, damage to property and loss of lives.  

By the 1970s  –  the LTTE a Tamil militant group led by Velupillai Prabhakaran – had 

emerged advocating independence for Tamils and a separate homeland in the 

northern region of Sri Lanka to be called “Ealam” (McDowell & Braniff, 2012). The 

LTTE played a significant role in mobilizing a large number of Tamil youths in an armed 

insurrection against Sinhalese political authority. The prolonged war between the LTTE 

and the government of Sri Lanka led to the death of several hundred thousand 

civilians. As Ganguly (1998) concluded “the ethnic conflict in Sri Lanka is the outcome 

of fundamental demographic, socio-cultural, religious, linguistic, economic and 

political issues that have foundations in the island’s history” (p.189). Because of these 

historically deep divisions, the original conflicts in the North and East of the country 

soon engulfed all regions, creating a highly insecure environment for normal social, 

economic, and political activities.  

Rarely were peace negotiators and mediators listened to by both parties. The Indian 

government sponsored peace talks between the LTTE and the government of Sri Lanka 

failed to maintain harmony between the majority and the minority groups. India’s 

attempt to create a political solution through the 1987 Peace Agreement signed 
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between the Indian Prime Minister Rajiv Gandhi and Sri Lankan president 

J.R.Jayawardena ultimately failed. The main clauses of the agreement proposed 

devolution of power to the provinces followed by a combination of measures 

including withdrawal of Sri Lankan military forces to their barracks and surrender of 

arms by the LTTE to the Indian Peace Keeping Forces (IPKF). However, India was 

severely criticised for its failure to bring about peace and normalcy.  India was seen as 

having a dual policy towards Sri Lanka by trying to implement a strategy that merely 

sought to strengthen its domination over Sri Lanka and its role in South Asian sub-

region (Eddirippulige, 2004). Given the failure of Indian mediation, the IPKF began 

withdrawing from Sri Lanka after a loss of some 1200 lives by Indian forces 

(Rupesinghe, 1988).  Given the growing insurgencies and militarisation of areas 

outside government control, many other peace negotiations sponsored by Norway to 

end the war became increasingly problematic.  

A significant turning point was the changes in the international political landscape at 

the beginning of the twenty first century. The  political climate in  western countries 

produced little tolerance for terrorism following the 9/11 attack on the World Trade 

Centre (Prakash, 2007). In the light of growing global resistance against terrorism and 

terrorist activities after 9/11, the LTTE received little support (Joshi, 2000). Following 

the failure of the Norway sponsored peace negotiations (which were held between 

2002 and 2005), the fight against terrorism had the flow-on effect of engendering  a 

military effort against the LTTE and breaking decade long neglect towards such a 

solution (Peiris, 2009). Canada and the European Union (EU) reshaped their attitude 

towards the LTTE proscribing it as a ‘terrorist organisation’ and imposing a ban on any 

political and/or financial  support to them (Roberts, 2014). The US proclaimed its war 

against terrorism as a responsibility of all states. As part of this undertaking the US 

provided counter-insurgency training to Sri Lankan troops, as well as intelligence and 

‘non-lethal’ weapons in 2002 to fight against what it saw as terrorism. The latter 

included sophisticated maritime radar equipment that enabled the government to 

disrupt key LTTE supply routes. Meanwhile, Israel and Pakistan, whose governments 
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and military forces were close US partners, provided Sri Lanka military assistance with 

an expanded and technologically-enhanced arsenal.  

As a first step the Sri Lankan government formally agreed to sign a ceasefire 

agreement on 22 February 2002, which produced the enforcement of a no man's land 

of 600 meters between LTTE and the Government forces. The LTTE members also 

enjoyed the right of travelling to government-controlled areas to visit their families. 

The Sri Lanka Monitoring Mission (SLMM) comprising five Scandinavian countries, 

(Norway, Denmark, Finland, Sweden, and Iceland), was given the role of monitoring 

the ceasefire agreement. Although the SLMM was instrumental in bringing a 

temporary peace, it was criticized for recognising the LTTE’s naval wing, known as the 

Sea Tigers, as a de factor unit and for not accusing the LTTE for continuous 

recruitment of child soldiers. Neither Norway, as the chief peace negotiator, nor the 

SLMM could provide a successful framework for settling the ethnic problem 

permanently with the consequence that efforts to consolidate a durable peace 

through peaceful measures failed.     

The sequential failure of peace negotiations with the LTTE led the public to remain 

sceptical over the promise made by the newly elected president of Sri Lanka on 17 

November 2005, Mahinda Rajapaksha to re-establish state sovereignty over its 

territory. In 2006, after the breakdown of the Norway sponsored talks between the 

LTTE and the Rajapaksha government, the war recommenced. Following the 

government recapture of the Mavil Aru reservoir in August, 2006, which was closed by 

the LTTE in 26 July 2006, the Sri Lankan government became convinced that a military 

solution was the only way to achieve success. Subsequent re-capturing of areas 

hitherto ruled by the LTTE eventually brought the conflict to an end on 19 May 2009. 

In the ensuing year, Rajapaksha was re-elected as president with a 58% majority.   

However, the relations with Western states, in particular the US and the West, started 

to deteriorate when the Rajapaksha government refused to commit to a political 

solution and showed unwillingness to recognise the US claims that war crimes had 

been committed and adhere to a durable political solution. Given the nascent stage of 
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Mahinda Rajapaksha’s rule and the ongoing last phase of the civil war, Sri Lanka 

became more vulnerable to criticisms. As well the Government was not greatly 

successful in portraying its military victory internationally as a war against terrorism. 

As a result, relations between Sri Lanka and the international community underwent a 

major setback. Similarly, domestic measures to overcome conflict related issues 

gained little momentum.  

Western countries’ influence has remained a strong dynamic in the post-conflict Sri 

Lanka.  There were numerous attempts to speed up post-war reconciliation efforts. In 

the final stage of the war, the EU, the UN Human Rights Council (UNHCR) and certain 

International Non-governmental Organisations (NGOs) paid an unprecedented level of 

attention to post-conflict governance in Sri Lanka (Peiris, 2009) including the issues of 

violations of human rights (Balasooriya, 2011), humanitarian relief, reintegration and 

reconstruction, and an equitable political solution (UN News Centre, November 23, 

2010).  In effect, Sri Lanka was equated to a state that was no longer able to deliver 

positive political goods to its people.  

The growing deterioration of human rights’ in Sri Lanka motivated western 

development partners to impose and increased the level of peace and economic 

conditionalities. The US focus has been to “increase human and economic security, 

improve public confidence in local and regional authorities, promote political 

reconciliation and land reform, facilitate community reintegration, uphold military and 

police professionalism and respect for human rights, and strengthen the Government 

of Sri Lanka’s counterterrorism, port and border security, civilian authority, and 

demining capabilities” (Vaughn, 2011). On four occasions (26 May 2009; 22 March 

2012; 21 March 2013; and 27 March 2014) a number of states sponsored resolutions 

were adopted by the UN Human Rights Council critical of the government of Sri Lanka. 

Washington also affirmed and shared the UN Secretary General’s view that an 

independent mechanism to investigate war crimes in Sri Lanka should be established 

(Vaughn, 2011). 
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The UN Secretary General’s Panel of Experts of Accountability4  in Sri Lanka found 

‘credible allegations’, which if proven, indicate that a wide range of serious violations 

of international humanitarian law and international human rights law were 

committed, both by the Government of Sri Lanka and the LTTE, some of which amount 

to war crimes  and crimes against humanity (The United Nations, 2011). The following 

are the respective indictments of the two warring sides, listed in the report (The 

United Nations, 2011): Credible allegations comprising five core categories of 

potential serious violations committed by the Government of Sri Lanka  are: 

1.   Killing of civilians through widespread shelling; 
2.   Shelling of hospitals and humanitarian objects; 
3.   Denial of humanitarian assistance; 
4.   Human rights violations suffered by victims and survivors of the conflict, including 
both IDPs and suspected LTTE cadre; and 
5.   Human rights violations outside the conflict zone, including against the media and 
other critics of the Government. 
 
Credible allegations against the LTTE associated with the final stages of the war reveal 

six core categories of potential serious violations: 

1.   Using civilians as a human buffer; 
2.   Killing civilians attempting to flee LTTE control; 
3.   Using military equipment in the proximity of civilians; 
4.   Forced recruitment of children and forced labour; and 
6.   Killing of civilians through suicide attacks. 
 
Given the pressure from Western states, Tamil diaspora communities and national 

and international organisations, the post-conflict period can be described as an era of 

tension.  Relationships between many parts of the international community and the 

Sri Lankan government witnessed a steady deterioration over violation of 

humanitarian laws and rules. One aspect of the international community’s attitude 

was concern for human suffering, the number of war casualties and death toll 

particularly among the Tamil civilians during the last phase of the war. Yet the Sri 

                                                           
4 The panel comprised of Marzuki Darusman, a former Indonesian attorney general, Yasmin Sooka, a 
South African human rights expert, and Steven Ratner, a US lawyer. The panel began its work in 
September 2010. 
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Lankan government consistently rejected the charges and the existence of human 

rights and humanitarian issues during the war. It further ruled out investigations into 

crimes committed and opposed the demands for compliance with international 

obligations to investigate war crimes and crimes against humanity. Refusal to 

acknowledge the mediation of an independent international investigation into alleged 

war crimes through the office of the High Commissioner for Human Rights and 

resistance to the 2011 UN Secretary General’s Advisory Panel Report represented the 

government of Sri Lanka’s own post-era narrative that the accusations were 

fundamentally flawed and biased in many respects. The advisory panel attempted to 

raise concerns on “modalities, applicable international standards and comparative 

experience relevant to an accountable process, having regard to the nature and scope 

of alleged violations of international humanitarian and human rights law during the 

final stages of the armed conflict in Sri Lanka” (United Nations, 2011, p. 1). The panel 

blamed LTTE and the Sri Lankan government as well as the United Nations for not 

doing enough to stop the loss of thousands of civilian lives.  

Under these circumstances, the adoption of the resolution A/HRC/RES/S-11/1 on 

Assistance to Sri Lanka in the Promotion and Protection of Human Rights at the 

Human Rights Council on 26 May 2009, indicated Western countries readiness to 

become involved in Sri Lanka’s internal conflict. The report contained several credible 

allegations against the government of Sri Lanka and the LTTE between September 

2008 and 19 May 2009.  Charges levied against the government of Sri Lanka included 

causing civilian casualties by shelling, systematic deprivation of humanitarian aid in 

conflict ridden areas and abusing and torturing LTTE suspects. The report accused the 

LTTE of using civilians as hostages and as a strategic human buffer between LTTE and 

Sri Lankan army, forced recruitment of children, exposing civilians to harm by using 

them to dig trenches and other emplacements and thereby blurring the distinction 

between the members of the LTTE cadre and civilians, shooting of civilians who made 

attempts to escape the conflict zone and storing military equipment near IDP or 

civilian installations such as hospitals.   
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Another UN Human Rights Councils’ Resolution (A/HRC/19/L.2.Rev-1) - the Resolution 

on promoting reconciliation and accountability in Sri Lanka - was adopted on March 

22, 2012, which articulated a demand for “credible and independent actions to ensure 

justice, equity, accountability and reconciliation for all Sri Lankans” (United Nations, 

2012). Members of the European Council representing the Human Rights Council, 

Nigeria, Cameroon, India, Chile and Guatemala all voted for the US sponsored 

resolution. 15 countries including Russia and China supported Sri Lanka claimed that 

the resolution interfered in the country's domestic affairs and that peacebuilding and 

reconciliation were largely an endogenous responsibility. 

In resolution A/HRC/RES/22/1 on the Promotion of Reconciliation and Accountability, 

which was passed in the UNHRC on 21 March 2013, the US and Western countries 

referred explicitly to the question of holding a provincial council election in the 

Northern Province in 25 years (United Nations, 2013). The UN High Commissioner for 

Human Rights, Navi Pillai undertook a visit to Sri Lanka calling for a constructive 

engagement with the UN human rights obligations. A subsequent resolution adopted 

A/HRC/REC/25/1 on 27 March 2014 was also critical about post-war reconciliation and 

peace building process in Sri Lanka (United Nations, 2014 ). 

Similar dynamics can be observed in international and non-governmental 

associations/organisations.  Where the government of Sri Lanka has made attempts to 

move through the conflict-to-reconciliation process, the European Union preferred to 

put pressure on the Sri Lankan Government to reach a crucial breakthrough which 

would produce a durable peace. Understandably, the European Union and Sri Lanka’s 

development partners were not drawn to the process of post-conflict peace building. 

However, such a position attracted criticisms on the basis that Sri Lanka had not 

succeeded in making a measurable impact on war-to-peace transformation. Civil 

societies and NGOs such as International Crisis Group, Minority Rights Group, 

International World Federalist Movement, Peoples’ Union for Civil Liberties and the 

Tamil Diaspora abroad have fully cooperated with the European Union.   
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Sri Lanka’s stand over international pressure was different. International efforts were 

criticized for being politically motivated, biased and an unjust infringement on the 

sovereignty of Sri Lanka. The government also criticized the international community 

for not trying to fully consider the political and economic solutions it offered (e.g: the 

visit of Secretary General of the UN, Ban-Ki Moon, ‘Lessons Learnt and Reconciliation 

Commission (LLRC) to start a credible investigation into alleged of widespread human 

rights abuses; facilitating the visit of the UN High Commissioner for Human Rights, 

Navi Pillai to Sri Lanka; holding provincial council election in the Northern Province in 

25 years).  As well only some of the Sri Lankan government’s actions in response to 

international pressure were highly praised nor was there sufficient acknowledged of 

the government’s victory over terrorism. In essence, the Sri Lankan government tried 

to promote and rely on in its own models to investigate the events of the final years of 

the war through an LLRC (Report of the Commission of Inquiry on Lessons Learnt and 

Reconciliation, 2011). 

Further, the government received little praise for the massive projects initiated during 

the post-conflict period aimed at the development of Northern and Eastern province.  

The development programme for Northern Province ‘Uthuru Wasanthaya’ (Nothern 

Spring) has been focused on de-mining, resettlement, de-mining, rehabilitation and 

reconstruction of economic infra-structure to restore the livelihoods and basic needs 

(roads, transport, water, sanitation, electricity, health and education). ‘Negenahira 

Navodaya’ was supplemented with ‘Uthuru Wasanthaya’, which was launched as the 

regional development programme covering the war ridden eastern province of Sri 

Lanka involving a total estimated expenditure of Rs. 197 billion.  The project was 

started in 2007 with a view of bringing normalcy to the Eastern province and focusing 

in developing agriculture and irrigation, roads, power and energy, livelihood support, 

fisheries and livestock development, education, civil administration, health and 

sanitation etc. This program is an integral part of the National Development Plan, 

including mega infrastructure projects which are aimed mainly at improving 

connectivity with other regions. Despite a number of benefits, the dissatisfaction and 

fear about these regional development programmes were frequently interpreted by 
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Tamil political parties as a conspiratorial act of Sinhalese colonisation against Tamils 

(Gamage, 2009).  

Although Sri Lanka remained entrenched in the human rights controversy, security 

and economic assistance gained momentum, with the emergence of new political and 

development partners. As well new nationalistic voices emerged against political 

reforms proposed. Threatened by continuous aid cuts and political pressure, the 

government of Mahinda Rajapaksha allowed non-Western partners to embark on a 

process of post-war development in Sri Lanka that has taken it rapidly from a state of 

extreme vulnerability in the face of external interference and pressure to a state that 

consistently and rhetorically contested western countries’ mediations in internal 

political affairs. In other words, on the one hand much of what Sri Lanka did from 

1983-2007 appeared to have been fundamentally guided by the axiom that Sri Lanka 

accepted external interference driven by its ambition of war termination through 

peaceful or military means even in the face of many failed and inconclusive attempts 

(Uyangoda, 2007). On the other hand its policies since the second half of the first 

decade of the twenty-first century appear to contradict the previous history.  

 

From the point of view of Sri Lanka, a close relationship with non-Western partners, 

especially China, was viewed as not merely a positive means to resist pressure against 

post-conflict Sri Lanka but also it made possible the reduction of the chances of 

interference of Western states (Hogg, 2011). Sri Lanka systematically used these 

relationships to position itself as a ‘responsible sovereignty’ that fought against 

terrorism. Indeed it was claimed that the financial and military support extended by 

these non-Western countries enabled the government to achieve a successful victory 

over the LTTE. Politically, the post war era began with uncertainties and a deadlock in 

cooperation with many Western countries, but with new expectations of political 

cooperation with emerging powers. Once the war ended, China continued to support 

the political transformation of post-conflict Sri Lanka. Knowing that Sri Lanka would 

enter into a post-conflict era of intense vulnerability, both emerging powers and post-
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conflict Sri Lanka devised a number of alignment strategies, most of which benefited 

post-war Sri Lanka.  

Three years after the war, Sri Lanka had been added to the list of failed states in 2012 

– a product of the level of internal violence and non-delivery of positive political goods 

(Rotberg, 2011). The government was continuing to resist international pressure and 

allegations over human rights and implemented its own post-conflict reconstruction 

and rebuilding activities claiming that they were ‘locally owned’ (Balasooriya 2011). 

Overwhelming attention on humanitarian relief, reintegration and reconstruction, and 

an equitable political solution in Sri Lanka (UN News Centre, November 23, 2010) was 

mainly sourced to the UNHCR, UN Security Council (UNSC), Diaspora communities and 

the International Non-government Organizations (INGOs). In essence, while during the 

first period (1983-2006) Sri Lanka addressed internal political issues through third 

country mediation and allowed greater western and Indian influence, it emerged in 

the following post-war period from 2009-2015 as a state that countered western 

pressure for compliance with human rights and humanitarian claims.  

4.3 Social and economic performance of Sri Lanka 

Previous literature on the impact of foreign aid on development of developing 

countries captured the attention of various development theorists, allowing them to 

build different and sometimes competing understandings of the potential strengths of 

foreign aid. A consensus emerged, after analysing the longstanding role of aid on 

development, that some developing countries gradually decrease their dependence 

on aid, while at the same time maintaining a good macroeconomic performance.  

What should be noted is that Sri Lanka, not only as a developing country but also as a 

country that fought more than two decades civil war, had been successful in adopting 

effective macroeconomics policies while at the same time greatly increasing its 

dependency on non-traditional donors and strengthening development partnerships 

with them. All these developments, however, cannot hide the fact that post-conflict 

Sri Lanka is still a developing country facing many issues relating to the establishment 

of a permanent peace.  
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Table 4.2 presents a number of economic and social indicators in Sri Lanka between 

1995 and 2015. An examination of Sri Lanka’s macroeconomic indicators illustrates 

the remarkably robust long-term economic and social performance as both a 

developing country and a country affected by a prolonged conflict. 
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Series Name 

19
95

 

19
96

 

19
97

 

19
98

 

19
99

 

20
00

 

20
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20
02

 

20
03

 

20
04

 

20
05

 

20
06

 

20
07

 

20
08

 

20
09

 

20
10

 

20
11

 

20
12

 

20
13

 

20
14

 

20
15

 

GDP growth 
(annual %) 

5.50 3.80 6.41 4.70 4.30 6.00 -1.55 3.96 5.94 5.45 6.24 7.67 6.80 5.95 3.54 8.02 8.40 9.14 3.40 4.88 4.79 

FDI (US $ 
Millions) 

56 120 430 193 176 173 172 196 229 233 272 480 603 752 404 478 956 941 933 894 681 

Composition of 
exports of goods 
and services (US 
$ billions) 

 

4.64 

 

4.86 

 

5.51 

 

5.72 

 

5.56 

 

6.37 

 

5.88 

 

5.77 

 

6.54 

 

7.3 

 

7.89 

 

8.52 

 

9.42 

 

10.11 

 

8.97 

 

11.09 

 

14 

 

13.56 

 

15.1 

 

16.74 

 

16.9 

Composition of 
imports of goods 
and services (US 
$ billion) 

 

6 

 

6.1 

 

6.58 

 

6.78 

 

6.77 

 

8.1 

 

6.86 

 

6.85 

 

7.68 

 

9.12 

 

10.07 

 

11.63 

 

12.78 

 

15.69 

 

11.7 

 

15.21 

 

22.26 

 

21.68 

 

21.5 

 

23.14 

 

23.01 

Government 
revenues  
(in million RS) 

136258 

146279 

165036 

175032 

195905 

211282 

234296 

261888 

276465 

311473 

379746 

477833 

565051 

655259 

699644 

817279 

967862 

1051460 

1137447 

1195206 

1454878 

Government 
expenditure  
(in million RS) 

203485 

218658 

235098 

268178.7 

279159 

335822.6 

386517.9 

402989.5 

417673 

476906 

584783 

713647 

841603.8 

996126 

1201927.15 

1280205.4 

1400097 

1556498 

1669396 

1795865 

2290394.16
4 

Inflation, 
consumer prices 
(annual %) 

 

7.67 

 

15.94 

 

9.57 

 

9.36 

 

4.69 

 

6.18 

 

14.16 

 

9.55 

 

6.31 

 

7.58 

 

11.64 

 

10.02 

 

15.84 

 

22.56 

 

3.46 

 

6.22 

 

6.72 

 

7.54 

 

6.91 

 

3.28 

 

0.92 

Tourist arrivals 
(in million) 

0.43 0.32 0.36 0.38 0.43 0.40 0.33 0.39 0.51 0.56 0.54 0.56 0.47 0.43 0.44 0.65 0.86 1.01 1.27 1.52 1.79 

Unemployment 12.2 11.3 10.6 9.1 8.9 7.7 7.9 8.8 8.2 8.4 7.7 6.5 6.0 5.2 5.9 4.9 4.2 4.0 4.4 4.3 .. 

Table 4.2: Macroeconomic and social indicators in Sri Lanka 
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Source: Central Bank of Sri Lanka, Economics and Social Statistics of Sri Lanka, various years; OECD International Development Statistics online 

database ; World Bank World Development Indicators 

Poverty 
headcount ratio 
at national 
poverty lines (% 
of population) 

 

28.8 

 

.. 

 

.. 

 

.. 

 

.. 

 

.. 

 

.. 

 

22.7 

 

.. 

 

.. 

 

… 

 

15.2 

 

.. 

 

.. 

 

8.9 

 

.. 

 

.. 

 

6.7 

 

.. 

 

.. 

 

.. 

Population 
growth  
(Annual %) 

 

0.90 

 

0.75 

 

0.62 

 

0.56 

 

0.58 

 

0.66 

 

0.76 

 

0.75 

 

0.76 

 

0.75 

 

0.76 

 

0.76 

 

0.76 

 

0.75 

 

0.75 

 

0.75 

 

0.75 

 

0.76 

 

0.76 

 

0.93 

 

0.93 

Mortality rate, 
infant  
(per 1,000 live 
births) 

 

17.2 

 

16.7 

 

16 

 

15.3 

 

14.6 

 

14 

 

13.6 

 

13.2 

 

13 

 

15.3 

 

12.1 

 

11.4 

 

10.7 

 

10.2 

 

9.7 

 

9.4 

 

9.1 

 

8.9 

 

8.7 

 

8.6 

 

8.4 

Life expectancy 
at birth, total 
(years) 

 

69 

 

69 

 

70 

 

70 

 

70 

 

71 

 

72 

 

73 

 

73 

 

74 

 

74 

 

74 

 

74 

 

74 

 

74 

 

74 

 

74 

 

75 

 

75 

 

75 

 

.. 

Adult literacy 
rate, population 
15+ years, both 
sexes (%) 

 

.. 

 

.. 

 

.. 

 

.. 

 

.. 

 

.. 

 

90.68 

 

.. 

 

.. 

 

.. 

 

.. 

 

90.81 

 

.. 

 

90.56 

 

.. 

 

91.18 

 

.. 

 

.. 

 

.. 

 

.. 

 

92.61 
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Based on the information provided in Table 4.2, the following sections describe some 

important socio-economic development performance in Sri Lanka over the period from 

1995-2015.  

 

GDP growth: Using GDP growth during 1995 and 2015 as a measure, Sri Lanka achieved 

an annual growth rate of 5.5% in 1995, 6% in 2000, 6.24% in 2005, 8.02% in 2010 and 

4.79% in 2015. Thus, despite a prolonged war of more than two decades, a fairly 

constant GDP growth rate was maintained by post-conflict Sri Lanka. On average, GDP 

growth peaked around the first (GDP 8.02% in 2010), the second (GDP 8.40% 2011) 

and third years (GDP 9.14% 2012) in the post-conflict period with a deceleration in 

subsequent years.  

 

Foreign Direct Investment (FDI): A means to generate foreign capital inflow and a boost 

to development income is through foreign direct investments (FDI). There is a general 

consensus that FDI is an important means for developing countries to achieve higher 

economic growth (Denisia, 2010). Indeed, higher FDI inflows are an indicator of the 

existence of favourable internal conditions for securing investment opportunities for 

foreign investors. FDI is equally important for war-torn states to engineer a post-

conflict reconstruction and peace development framework. Of course there is the issue 

of whether investors are willing to invest in a post-conflict environment and if they do 

whether that leads to economic growth in the host country.  

 

There are deeply divided opinions over why FDI did not increase during 1990s and 

early 2000s in Sri Lanka although certainly the internal conflict was an important 

reason. However since the end of war in 2009, China and India increased their 

presence in post-conflict Sri Lanka through the funding of large development projects 

such as southern highway railway, southern port city project, Norochcholai Coal Power 

Plant, southern airport project at Maththala etc.  Thus as the relations with western 

countries deteriorated, FDI from China and India, two rival countries, made an 

important contribution to the economic sector of post-conflict Sri Lanka. Renminbi 
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Foreign Direct Investment (China’s FDI), recorded a particularly substantial growth in 

investment since 2005. China’s FDI in Sri Lanka has risen from just 1% of total FDI in 

2005, to 36% (US$ billion 680) in 2015. However, Sri Lanka’s level of FDI has remained 

relative low compared to other Asian countries in the years following at the end of civil 

war. It is noted that increasing the inflow of FDI generally relies on the health of 

governance indicators such as rule of law, democracy, political and civil rights etc. As 

seen in the Table 4.2, from 1995 to 2004, FDI in Sri Lanka averaged US$ 197 million. 

However, during President Rajapaksha’s tenure (2005-2015 January), it was averaged 

US$ 672 million. Sri Lanka received the highest FDI in 2011, which was around US$ 956 

million. 

 

Exports and Imports: Exports are vital in achieving economic growth, maintaining the 

balance of payments and generating employment opportunities. Sri Lanka mainly 

exports to developed countries, and in particular western markets and is heavily 

depends on imports from China, India and Singapore. Total exports (goods and 

services) have increased four folds from USD 4640 million in 1995 to USD 16,900 

million in 2015. Also, total imports (goods and services) have increased in most years 

during 1995-2015. During the first five year period (2010-2015) of post-war peace, an 

average of US$ 14000 million exports has been maintained; this is in contrast to the 

last five years of the war (2004-2009) which annually averaged exports of US$ 8600 

million. However, exports as a percentage of GDP declined from 33% in 2000 to 16% in 

2012. Given Sri Lanka’s dependency on imports, it has sustained an unfavourable trade 

deficit and current account balance. 

 

Government revenues and expenditures: Following the introduction of an open market 

economy in 1977 Sri Lanka made a commitment to fiscal consolidation, although 

efforts to reduce the imbalance between revenue and expenditure were only modestly 

successful. Since 1983, expenditure has outweighed revenue, producing continuous 

budget deficits - a chief cause of which was the prolonged war. Thus due to 

expenditure on defence, government revenue has remained inadequate. Nevertheless 
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there has been a growing consensus that with the reversion to peace, military 

expenditure should be reduced giving more scope for efforts to sustain peace (Collier 

& Hoeffler, 2008).  

 

Inflation: There is general acknowledgment that inflation is an important 

macroeconomic indicator which can define the overall stability of a country's 

economy, and the impact of which can materially affect a country’s growth rate. The 

inflation rate in the last five years of Sri Lanka’s pre-war period averaged 13.6% in 

contrast to the low inflation rate during the first five years of post-conflict period. Thus 

while inflation increased 19.10% between 2008 and 2009 (from 3.46% to 22.56%), it 

decreased from 2012 onwards, from 7.54% in 2012, to 0.92% in 2015. There is strong 

evidence that developing countries experiencing internal conflict or war also 

experience higher inflation. However in the context of Sri Lanka, inflation has been 

reasonably well contained and a positive long run real growth in GDP achieved. 

However, foreign aid has an influence on inflation and has the potential to cause it to 

rise both in the short run and long run. 

 

Tourism: According to the Table 4.2, tourist arrivals in Sri Lanka remained low during 

1995 and 2002 with an average arrival rate of 0.37 million tourists per year. There was 

an upward trend of tourist arrivals between 2002 and 2005 due to the signing of the 

2002 Peace Agreement between the government and the LTTE. However, the growth 

of tourist arrivals was declining between 2006 and 2008 since the final offensive that 

took place in 2008/2009. Tourism arrival witnessed unprecedented growth since the 

end of war in May 2009. As can be seen in Table 4.2, an all time high figure of 1.2 

million of international tourist arrivals was recorded in 2015.   

 

Unemployment: Among the other characteristics that directly affect poverty levels is 

unemployment. In a post conflict society, inadequate access to employment 

opportunities is likely to generate social conflict. Therefore, maintaining a low 

unemployment rate is particularly important to a post war economy. While in many 
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post-conflict economies, unemployment remains persistent (i.e., Kosovo suffered 

32.90% of unemployment rate in 2015 and Rwanda 13.20% of unemployment rate in 

2015), Sri Lanka was able lower its unemployment level from 12.20% in 1995 to 5.9% 

in 2010 and to 4.30% in 2014. This represented a considerable achievement in a 

conflict-ridden environment. However in two decade before 1995, Sri Lanka suffered 

from particularly high youth unemployment, which was a key contributing factor to the 

youth uprising in the 1970s and 1980s. However, with respect to the current 

unemployment rate, Sri Lanka lags behind some of its South Asian neighbours. In 2015, 

Sri Lanka had only a 4.60% level of unemployment in 2015, Bhutan 2.60% in 2015, 

India 3.4% in 2015 and Nepal 3% in 2014. 

 

Poverty: An important measure of poverty is Poverty Headcount Index (HCI) which 

measures the proportion of population living below the national poverty line. As 

shown by Table 4.2, poverty headcount ratio in 1995 was 28.8%. After seven years, it 

has declined to 22.7%. The lowest poverty HCI recorded for the period between 1995 

and 2015 was 6.7% of 19.71 million populations in 2012. In 2012, the poverty 

headcount ratio was higher in 18 districts, but lower in Mulaitivu in Northern province 

(28.8%), Moneragala in Uva province (20.8%) and Mannar in Northern province 

(20.1%) in 2012 (Department of Census and Statistics, 2014).  

 

Mortality rate: As can be seen in Table 4.2, the infant mortality rate decreased from 17 

in 1995 to 8 in 2015. During the last four years of conflict (2004-2008), the infant 

mortality rate fluctuated between 15 and 10 deaths per 1000 live births. However, it 

has registered a downward trend since 2009 fluctuating between 10 and 8. 

Life expectance at birth: Life expectancy at birth is also relevant when discussing the 

overall success of social indicators. Table 4.2 shows that life expectancy of both female 

and male, although it is considered less reliable than that infant mortality, improved 

steadily increasing from 69 years in 1995 to 75 years in 2015.  The interplay of a 

reduced birth rate, an increased life expectancy and increased public health 
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expenditure enabled Sri Lanka to record a substantial achievement in the health sector 

for the past two decades.  

Literacy rate: Education is a fundamental right in Sri Lanka. Sri Lanka maintained an 

adult literacy rate of more than 90% during the last few decades, which is above 

average of global literacy rate of 86.3% in 2015. As can be seen in Table 4.2, Sri Lanka 

had an adult literacy rate of 90.68% in 2001, 90.81% in 2006 and 92.61% in 2015. 

4.4 Conclusion 

Sri Lanka has been subject to intense pressure by the international community during 

the last few years. Taking the conclusion of the war into account, a number of efforts 

that aimed at making a commitment by the Sri Lankan government to a lasting peace 

have been tested. Countries that were in forefront of the political settlement of the 

conflict largely framed Sri Lanka’s efforts to peace inadequate. Despite a series of 

threats and pressure for more compliance with international proposals for post-

conflict recovery (mainly through human rights and humanitarian promotion 

frameworks), emerging political powers such as China deepened their relations with Sri 

Lanka on many fronts.  

Amidst such pressure, there was an obvious success in raising macroeconomic growth 

levels that elevated Sri Lanka to the level of a middle income country. The next chapter 

discuss the aid policies of donors and the role they play in post-conflict development in 

Sri Lanka. 
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Chapter 5 : An analysis of aid-development link in post-conflict Sri 

Lanka 

 

5.1 Introduction 

In light of current enthusiasm by donors for aid to post conflict countries, it is 

important to note that not all such countries attract such attention. Sri Lanka is a case 

in point. Sri Lanka was among the ten out of thirty-four post-conflict countries that 

experienced a decline in aid per capita during the first five-year post-conflict period 

compared to the conflict period. Table 5.1 presents the information on per capita aid 

(in constant 2013 US$) during conflict and post-conflict period for a number of 

countries. The glaring contrast between Sri Lanka and many other post-conflict 

countries is that the share of aid by donor countries during post-conflict era in Sri 

Lanka was substantially lower. 

Table 5.1: Aid per capita (constant 2013 US$)- conflict and post-conflict period 

Country During 
Conflict 

5 years 
After 

conflict 

% change conflict to 
post-conflict 

Afghanistan  21.2 201.9 853.5 
Angola  27.2 36.1 32.8 
Azerbaijan  8.7 24.1 177.6 
Bosnia and Herzegovina 145.7  344.3 136.4 
Burundi  40.2  54.9  36.5 
Cambodia  30.2  48.7  61.2 
Chad  50.7  48.2  -4.8 
Congo, Dem. Rep.  4.9  57.9  1083.4 
Congo, Rep.  109.3  26.0  -76.2 
Cote d'Ivoire  36.7  41.4  12.8 
Croatia   23.1  
El Salvador  105.5 8 87.8. -16.8 
Eritrea  3.3  44.3  1231.1 
Ethiopia  21.5  26.6  23.9 
Georgia  22.7  73.0  222.0 
Guatemala  28.6  31.3  9.7 
Guinea-Bissau  81.3  80.2  -1.4 
Haiti   65.1  51.6  -20.7 
Indonesia  10.4  4.5  -56.5 
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Source: Adapted 

from Ndikumana, 

2015, p.17-19 

This chapter discusses the changes of bilateral aid donors’ aid disbursement patterns 

and the abrupt reduction in donors’ aid allocation decisions since the end of the war in 

Sri Lanka from both an historical perspective and a contemporary view. It also explores 

the traditional and new aid donors’ reactions to post-conflict peace building, in terms 

of scaling up or scaling down aid since the end of the war in Sri Lanka in 2009.   

5.2 Aid to Sri Lanka during 1983-2015 

The contribution of aid donors was premised on development needs of an 

independent Sri Lanka.  Most donors were guided by Sri Lanka’s physical and social 

infrastructure goals and a substantial amount of this aid was extended as 

concessionary loans. Given the introduction of the open economy in 1977, ambitious 

large aid flows were channelled by multilateral aid donors such as ADB, UN and the 

World Bank with an underlying motivation to support market liberation policies. 

However, the majority of aid in the 1970s/1980s came in the form of project and 

program aid, in contrast to previous decades’ food and commodity aid priorities.   

 

Lebanon  132.3 - 80.3 39.3 
Liberia  58.1  166.1  185.7 
Mozambique  63.4  94.9  49.7 
Namibia  26.6  148.2  457.4 
Nepal  22.1  30.8  39.7 
Nicaragua  87.6  205.0  133.9 
Papua New Guinea  128.5  71.9  -44.0 
Rwanda  83.2  60.1  -27.8 
Sierra Leone  60.5  88.9  47.0 
Solomon Islands  152.2  462.8  204.1 
Somalia  104.2  110.3  5.8 
Sri Lanka  47.6  44.2  -7.1 
Sudan  37.8  43.4  14.7 
Tajikistan  14.5  31.1  114.0 
Timor-Leste  13.0  274.7  2019.3 
Uganda  32.0  51.9  62.1 
GDP-weighted average  47.2  93.1 97.1 
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Figure 5.1 shows the changing patterns of aid disbursement to Sri Lanka between 1981 

and 2015. According to the table, since 1980s, aid flows to Sri Lanka declined 

continuously with the exception of the years 2004-2007, when a plethora of 

international aid donors engaged in post-Tsunami reconstruction and post-ceasefire 

agreement reconstruction efforts. Among them were traditional donors as well as new 

partners in development and peace building.  

 

Figure 5.1: Changing patterns of aid disbursement to Sri Lanka (US$ millions in 2015 
constant prices) 

Source: OECD International Development statistics online database 

 

As can be seen in Figure 5.1, aid from countries also underwent a downward trend 

during 1990s as a result of the substantially greater concerns over policy changes in Sri 

Lanka. Causes of the fluctuation of aid receipts during 1990s can be sourced to donors’ 

concerns relating to the resolution of the conflict in a peaceful manner. Therefore aid 

during this period was no longer directed at physical or social development of Sri 

Lanka, but rather to the promotion of policies aimed at promoting democracy and 

improving the institutional environment (Duffield, 2001). Since the 1990s, the 

importance of conflict resolution and peace building started to attract strong 

attention. This was particularly so after the end of Cold War politics which provided a 

new impetus to peace promotion activities elsewhere in the world.  Driving this change 

was the growing post 1991 consensus that development should be primarily measured 

against the level of governance indicators i.e., human rights condition, democracy in 

the recipient country. 
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The government at the time of the peace agreement (in the early 2000s) received US$ 

19.2 million from the Norwegian government as a lever to facilitate reconstruction and 

rehabilitation efforts in the northern and eastern regions and which included building 

houses, removing land mines, providing sanitary facilities. With the 2002 peace 

agreement creating greater optimism bilateral aid increased from US$ 254.3 million in 

2002 to US$ 381.8 million in 2003, with multilateral aid also growing from US$ 274.2 

million in 2002 to US$ 471.5 million in 2003.  As a consequence Sri Lanka’s aid 

dependency decreased considerably.  

 

It is evident from figure 5.1 that the overall aid flow started to collapse at the end of 

2005 bottoming out at received 198 billion US$ in 2014. This represented a decrease of 

US$ 400 million compared to US$ 1991 million for all aid flows to Sri Lanka. Similarly, 

under these circumstances, an aid tranche worth of US$ 123 was suspended by the 

IMF. Despite the decline in aid, Sri Lanka’s tax-to-GDP ratio hit an historical low in 2013 

of 11.1%. Moreover Sri Lanka was able to achieve 10 of the 21 Millennium 

Development Goals by 2014, reduced export-to-GDP ratio to 16.5%, recorded a 

cumulative GDP growth of 78.3% during 2009-2012 and reduced the unemployment 

rate by -1.8% in the five years following the end of the war. And against the backdrop 

of three decades long war, Sri Lanka maintained at growth rate which did not fall 

below 5%.  

 

Table 5.2 presents the grants and project aid received by Sri Lanka between 1993 and 

2001.  As can be seen from Table 5.2, aid donors preferred project aid rather than 

grants. According to the Department of External Resources (2010), the average grant 

committed for the period of 2005-2009 was US$ 364 million while the average loans 

committed for the same period was over US$ 1770 million.  
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Table 5.2: Grants and project aid received by Sri Lanka-1993-2001 (in million US$) 

Year Grant Project 
aid 

1993 161 373 
1994 167 415 
1995 174 447 
1996 140 424 
1997 127 333 
1998 127 471 
1999 103 351 
2000 68 353 
2001 62 423 
Source: Department of External Resources Foreign Aid Reviews of various years 

 

A greater proportion of aid to Sri Lanka was directly transferred through non-state 

development partners rather than through the recipient government. This reflected 

the western aid donors’ belief that the government of Sri Lanka was corrupt, inactive 

and violent. In this environment aid donors saw that that providing high volumes of aid 

to non-state development partners such as NGOs (Rothman, 1999) was less 

burdensome and more trustworthy. This pattern coupled with the collapse of peace 

talks between the government of Sri Lanka and the LTTE in the 1990s, continued until 

western donors, in particular Norway, Canada and Sweden, issued aid withdrawal 

threats if the government did not show commitment to peace related activities. Their 

aid disbursement decisions coincided with similar decisions by the World Bank and the 

Asian Development Bank (ADB). Thus both traditional bilateral donors and multilateral 

aid agencies assessed the effectiveness of aid to Sri Lanka based on how much it 

achieved in terms of language reforms, national ethnic integration programmes and a 

political solution through power devolution. In 1989, Denmark, for example 

terminated funding the Sri Lankan government and which was not resumed until 1993 

when peace related conditionalities were imposed.   
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Although Japan has maintained its long-standing and substantial development 

assistance program in Sri Lanka since its independence in 1948, over time it has 

undergone significant change. In the economic sphere, Japan focused on Sri Lanka’s 

transition to a market economy in the second half of the 1970s, years ahead of other 

South Asian states. Japan sought to encourage development by being the largest 

provider of ODA (approximately 60% of ODA received was from Japan). Sri Lanka 

received its first loan as commodity aid under the label of technical cooperation in 

1965. Since then, Japan has played a helpful role as a development partner. It provided 

a total of US$ 25 million during 1965-69, and US$ 292 million during the years 1980-84, 

making Japan the biggest aid donor of Sri Lanka.  

 

Throughout the second half of the twentieth century, Japan placed a strong emphasis 

on the demands of western aid donors. After the Sri Lankan Government withdrew 

from the 2002 ceasefire agreement, the four Tokyo Co-Chairs– the European Union, 

United States, Norway and Japan- expressed ‘strong concerns’ that dispute resolution 

could not be effected by military means, but rather required a political settlement (Sri 

Lanka: Background and US relations, 2008). However in the 2007-2008 period alone, 

Japan provided US$ 288 million, more than three times the amount given by both the 

US and the EU. 

 

A range of reasons have been associated with the aid allocation decisions of the US 

since Sri Lanka’s independence in 1948. The overall decrease in US aid during the 

1990s can be partly explained by the end of the Cold War. USA aid during 1990s to Sri 

Lanka registered a sharp drop from US$ 77 million in to US$ 3.86 million at the 

beginning of the new millennium. This is in sharp contrast, as Lunstead (2005) points 

out to previous years when “total USAID funding for Sri Lanka from 1956 to 2006 was 

almost $2 billion, which is an average of $40 million per year, a substantial amount”. 
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5.3 Aid disbursement patterns in post-conflict Sri Lanka  

There are mounting concerns that many developing countries remain so highly 

dependent on international aid assistance; this insight is now part of academic 

discourse on aid donors’ contribution to the development of developing countries 

(Sachs, 2005; Svensson, 1999). Similarly, post-conflict countries are also attractive to 

foreign aid; this consensus is subsequently verified, and as a result there is an empirical 

consensus that many of them receive substantially large volumes of foreign aid (Langer 

& Brown, 2016; Ndikumana, 2015a).  In practice, due to a large outflow of aid into 

post-conflict countries, aid increased to 41% of total aid in 2006-2008 from 29% in 

1996-1998 only to post-conflict countries (World Bank, 2011 ). 

Figure 5.2 shows the total ODA disbursements to Sri Lanka by selected DAC countries 

for the period 1983-2015. As shown by Figure 5.2, after rising for most years during the 

first half of the 2000s, total net aid disbursement by many traditional donors made a 

downward trend during 2006-2015. The continual decrease of traditional donors’ aid 

and regular aid cut in Sri Lanka has found being a motivation to encourage political and 

social context development rather than economic growth activities (Maier, 2010, p. 

13). Aid disbursement by traditional development partners demonstrates that aid cuts 

were particularly important in dealing with post-conflict Sri Lanka. As a result, the 

traditional aid donors’ relations with Sri Lanka started to deteriorate and undergo 

major setback since 2009. 

Figure 5.2: Total net aid (ODA) disbursements to Sri Lanka by DAC countries (selected 
traditional aid donors)- 1983-2015 (in US$ million in 2015 constant prices) 
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Source: OECD statistics 

Consider the frequent aid cut that has occurred since 2008, when Sri Lanka moved 

away from greater political integration with traditional aid donors from West. 

Similarly, their policy towards Sri Lanka went through notable changes from mid 2008 

when government policies favoured military solutions over peace negotiations to end 

the war. New influences also emerged- from the threats to permanent aid cuts to 

demand for difficult political reforms such as propose and implement a political 

solution to the conflict and investigate human rights and humanitarian law violations 

during the last phase of the war between the government forces and LTTE.  

The aid disbursements from Denmark, Norway, Sweden and Finland were case in 

point. Following their role in Sri Lanka Monitoring Mission, a multinational body was 

established in 22 February 2002 and remained in charge until 2008 to monitor the 

ceasefire between the Government of Sri Lanka and the LTTE. The role of these 

countries must be seen through the dual role both as peace negotiators and donors, 

taking cognisance that their relationship with Sri Lanka was different to other donors 

and that their relationship was well established with Sri Lanka. Since 2007, aid from 

Norway shows a steady downward trend until a temporary aid cut at the end of 2012. 

Norway imposed politically oriented peace conditionalities - a decisions based on the 

way Sri Lanka responded to the imposed aid conditionalities. Norwegian development 
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assistance to Sri Lanka was rolled back in 2009 when it provided less than US$ 5 

million, compared to US$ 54 million in 2005. The other three Nordic countries also 

rolled back their aid to Sri Lanka. 

Aid from Germany, France, Finland, Canada and Australia has been much more 

unstable since 2006 with frequent aid cuts and aid reductions. These countries 

systematically pressed Sri Lanka to adopt a human rights framework in the UNHCR and 

outside of it. Since the end of the war, the USA forced through resolutions calling for 

reconciliation, accountability and human rights activities in Sir Lanka. All Nordic 

countries voted in favour of the US resolutions against Sri Lanka, a move that created a 

turning point in future reduced aid commitments to Sri Lanka.  

The USA’s discomfort with Sri Lanka has been translated into a large aid cut since 2008. 

While USA disbursed a total of US$ 2 billion under United States Agency for 

International Development (USAID) from 1956-2006, (an average of $40 million per 

year), during 2004 to 2007, the percentage drop of USAID economic assistance to Sri 

Lanka was 64.6% (US Department of State, 2005,2006,2007,2008). By 2009 bilateral 

aid to Sri Lanka from the USA was running at approximately $5 million per year. The 

lowest recorded aid disbursement from USA in 2010 produced convincing empirical 

evidence that the disbursement of more aid was conditional on the implementation of 

peace conditionalities and political reforms (US Department of State, 2016).  

Western donors enthusiastically encouraged the addition of conditionality to the 

Tokyo Declaration on Reconstruction and Development of Sri Lanka on June 10, 2003 

(Lunstead, 2005) and laid out a specific "linkage between donor support and progress 

in the peace process" in paragraph 18 of the Tokyo Declaration (Lunstead, 2005; 

"Tokyo Declaration on Reconstruction and Development of Sri Lanka," 2003).  Given 

the nascent stage of Mahinda Rajapaksha’s rule and the last phase of the war between 

Sri Lankan government forces and the LTTE, it was harder for traditional aid donors to 

enforce Sri Lankan compliance with peace conditionalities and then to be in the 

forefront to supply recurrent funding to post-conflict Sri Lanka. Overall, when peace 

conditionalities were not met, traditional aid donors suspended or cut aid, 
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nevertheless the impact of the pressure put on Sri Lanka was blunted by the non-

traditional donors, especially China, who did not follow suit.   

Figure 5.3 shows the foreign finance commitments by major donors in 2011. While the 

largest traditional donors/lenders have historically been the ADB, World Bank and 

Japan, China has now emerged as the largest lender in Sri Lanka, with involvement 

primarily in the infrastructure sector. Total financial commitment of China gradually 

increased until its commitment overtook all other bilateral and multilateral donors. 

According to the Figure 5.3, China’s financial commitment for year 2011 was around 

US$ 785 million.   

 

Figure 5.3: Foreign finance commitments by major donors in 2011 (in million US$) 
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Source: Ministry of Finance and Planning (2011) Annual report 

 

Table 5.3 presents an overview of loans and grants received by Sri Lanka during 2013-

2015. Out of the total loans and grants given in 2013, more than a quarter (US$ 526.2 

million) was from China, while around 15% (US$ 277 million) was from Japan. 

Altogether, loan and grant disbursement from five western countries amounted to US$ 

100.8 million, US$ 58.6 million and US$ 119 million in 2013, 2014 and 2015 

respectively. 
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Table 5.3: Total loan and grants by donors (in million US$) during 2013-2015 

 2013 2014 2015 

loan Grant Total Loan Grant Total  loan Grant Total  

China 526.2 0.0 526.2 308.9 0.0 308.9 407.8 0.0 407.8 

Japan 265.0 12.1 277.1 239.9 27 267.9 167.9 7.2 175.1 

India 188.2 71.9 260.1 115 17 132 73.1 31.9 103.0 

Netherland  55.4 0.0 55.4 39.5 0.0 39.5 72.6 0.0 72.6 

Sweden 23.6 0.0 23.6 3.5 0.0 3.5 4.3 0.0 4.3 

France 14.1 0.0 14.1 10.54 0.0 11 6.9 0.0 6.9 

Germany 4.1 2.2 6.3 1.4 1.1 2.5 7.4 2.6 10.0 

Denmark 3.4 0.0 3.4 2.1 0.0 2.1 24.7 0.0 24.7 

USA 0.0 9.6 9.6 11.2 10.2 21.4 7.1 0.0 7.1 

Source: Ministry of Finance and Planning Annual Reports, 2013,2014 and 2015 

 

China’s stand diverged in significant way from traditional aid donors. Its presence in 

many post-conflict countries was chiefly based on a ‘Chinese Model’, which was purely 

a commercial one rather than a one that promotes peace and humanitarian efforts. 

Concessional assistance from western bilateral partners in general has diminished 

whilst financing in the form of export credits has increased since the end of the war.  

The financial options contained relatively less non-concessional financing. Since 2005-

2009 the total foreign financing commitment increased from US$ 1.3 billion to 3.4 

billion in 2015 - a significant increase. China, Japan, World Bank and ADB were the 

Country 

Year 
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main sources of finance: altogether they accounted 86% of total finance in 2015. 

Among bilateral development partners, China is among Sri Lanka’s main and largest 

lender. Of China’s US$ 5 billion finance issued between 2005 and 2012, only 2% was in 

the form of outright grants while the remaining 98% were loans with commercial 

interest rates. In 2015, China gave zero grants, but the rest of its aid was concessional 

loans. 

 

India, on the other hand, was the second largest development aid giver to Sri Lanka in 

2012 behind China and Japan. Its aid is more need-oriented than aid from traditional 

donor countries (Fuchs & Vadlamannati, 2012). Indian assistance to Sri Lanka has 

increased significantly since 2008; from 2008 to 2012 only aid stood at US$1,453 

million, of which 78% comprised loans and 22% grants. It maintained an overriding 

interest in peace and stability in the region. A sustainable post-conflict recovery was 

seen to hasten regional stability and the stability of India itself. Comparative to 

western countries, India’s grant and loan disbursement decreased over the years. 

Table 5.4 details the total disbursements of aid by traditional donors and export credits 

and bonds to Sri Lanka for the period 2009 to 2012. As seen from Table 5.4, during the 

first four years of the post-conflict period, traditional donor financial disbursement 

only recorded a slight increase from US$ 968 million in 2009 to US$ 997 million in 

2012. Export credits and bonds increased from US$ 833 million to US$ 2046 million 

from all sources of foreign financial assistance to Sri Lanka. The bulk of export credits, 

supplier fund and bonds are from the Exim Bank of China, China Development Bank 

and Industrial and Commercial Bank of China (ICBC) at semi-commercial terms. 

Table 5.4: Total disbursements of aid to Sri Lanka (in million US$)  

Aid receiving source 2009 2010 2011 2012 

Export credits, bonds, etc 833.0  1,957.0 1,595.0 2,046.4 

Traditional donors 968.7  988.0 1,051.1 997.8 

Source: External Resource Department, Government of Sri Lanka, 2003–2012 
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Table 5.5 provides information on foreign funded projects in Sri Lanka during 2008-

2015. It establishes the fact that China dramatically increased project loans, recording 

the peak in 2013 (US$ 584 million).  

Table 5.5: Disbursements of foreign funded projects during 2006-2015 (in million US$) 

Country 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

China 11.9  43.1  32.5  14.2  125.7  300.4  475.6  584.2  408.7  407.8 

Japan 302.7  232.2  295.9  310.9  336.5  373.5  399.2  277.1  299.5  175.1 

India 21.5  14.7  0.5  47.4  27.9  208.3  295.1  297.1  193.1  104.9 

Western countries 174.4  306.7  278.8  242.5  250.0  198.8  242.3  351.1  213.3  259.4 

Source: Ministry of Planning and Finance Annual Report, 2015 

5.4 Aid and macroeconomic indicators 

While in the early 2000s Sri Lanka’s aid dependency was considerable, that began to 

change by 2001 and has changed significantly since early 2007.  Table 5.6 presents Sri 

Lanka’s average total aid as a percentage of GDP for the years 1960 to 2015, for every 

10 year period. According to the table 5.6, the aid-to-GDP ratio, which is the most 

common indicator of aid’s economic importance, significantly decreased in 2001 

lowering donor assistance to under 2% of GDP. 

Table 5.6: Sri Lanka’s average total aid as a percentage of GDP 

Year Total aid as a 
percentage of GDP 

1960-1969 2.66% 
1970-1979 5.00% 
1980-1989 6.36% 
1990-1999 2.91% 
2000-2009 1.75% 
2010-2015 0.75% 
Source: Compiled by the author using World Bank World Development Indicators, 

online database and various Central Bank of Sri Lanka Annual reports. 

Figure 5.4 illustrates the association between total disbursement of aid and growth in 

Sri Lanka over the period 1987-2014. It is clear from the figure that a weak to non-

existent correlation between aid and growth. There was also a declining trend in the 



    

 

  99 

 

contribution of aid received by Sri Lanka to its economic growth mainly due to the 

inflow of foreign private capital. This figure does not refer to the impact of population 

growth in Sri Lanka or the trade-off between equity and growth. However, the figure 

provides interesting and challenging data concerning the issue of whether aid 

promotes development.  

 

 

 

 

Figure 5.4: Growth and aid relationship in Sri Lanka 1987-2004 

 

Source: Compiled by the author using World Bank World Development Indicators 

online database and various Central Bank of Sri Lanka Annual reports 

 

Figure 5.5 sets out the aid as a percentage of Gross National Income (GNI) for the 

period from 1960 to 2014. According to the World Bank data in Figure 5.5, Sri Lanka’s 

net aid receipt as a percentage of GNI fell  from 13% to 10% in the period 1977-1993 

(apart from a sharp rise in 1978). Since 2005, this share has declined significantly from 

Growth 
Aid 
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5% in 2005 to 0.7 in 2014.  This clearly indicates the greatly reduced significance of aid 

in the development in post-conflict era. Declining aid was paralleled by the change of 

Sri Lanka’s aid profile through its attainment of the status of lower middle income 

country.  Reflecting this change is Sri Lanka’s newfound capacity to attract foreign 

finance for public investment. 

 

 

 

 

 

 

Figure 5.5: Aid as a percentage of GNI in Sri Lanka 1960-2014 

 
Source: Compiled by the author using OECD International Development Statistics and 

World Bank World Development Indicators online database 

 

Figure 5.6 shows an analysis of the trend of per capita aid to Sri Lanka for the period 

from 1961 and 2014. The significant contribution of aid to Sri Lanka can be also 

evaluated by the amount of aid per capita. Here the results are roughly similar to the 
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trend in the aid to GDP ratio. As can be seen in figure 5.6, despite the growth of 

population, per capita aid has fluctuated but registered an overall increase from less 

than US$ 8 in 1961 to US$ 24 in 2014. Noticeably, per capita aid flow started to 

decrease following the last phase of war between the LTTE and the Sri Lankan 

government. 

 

 

 

 

 

Figure 5.6: Per capita aid to Sri Lanka (US$ million in 2015 constant prices) 1961-2013 

 

Source: Compiled by the author using OECD International Development Statistics and 

World Bank World Development Indicators online database 

Figure 5.7 presents information on foreign aid as a percentage of Sri Lankan 

government’s expenditure for the period 1990-2014. Net ODA received as a 

percentage of government outlays aid donors’ interests as well as a recipient’s 

development needs. The ratio of aid to recipient’s outlays can be used as an indicator 

of the recipient country’s dependency on foreign aid. Between 1991 and 2000, aid’s 

share in total expenditure of the Sri Lankan government decreased sharply from 38% 
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in 1991 to 5.5% in 2000. It rose back to about 17% in 2003 and 24% in 2005. However, 

ODA as a percentage of government expenditure started to again decrease following 

the final offensive against the LTTE in 2008 when the ration was around 9.8%. Since 

then it declined sharply reaching a record low of 4.7% in 2013. 

 

 

 

 

 

Figure 5.7: Foreign aid as a percentage of government expenditure- 1990-2014 

 

Source: Compiled by the author using OECD International Development Statistics and 

World Bank World Development Indicators online database 

 

5.5 Conclusion  

The analysis in this chapter is more concerned with the role of foreign aid received by 

Sri Lanka during the past few decades. Unlike many conflict affected countries, aid 

started to decrease sharply during post-conflict era. Although aid from traditional 
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donors declined, Sri Lanka secured more loans and commercial credits from non-

traditional donors. 

Despite the fact that the political landscape after the end of war changed significantly, 

and the asserting of the importance of tighter policies by aid donors and international 

community against Sri Lanka, there was a considerable transformation of the 

economy. As a result, the aid-to-GDP ratio started to decline; the growth-aid 

relationship was weakened; aid as a percentage of GNI started to fall; per capita aid 

flow started to decrease and aid’s share in total expenditure declined. These findings 

suggest that Sri Lanka’s dependence on aid decreased, however, Sri Lanka was 

attracted to China’s loans and concessionary funding.   

 

Chapter 6 : Sectoral analysis of aid  

 

6.1 Introduction 

This chapter will analyse the sectoral allocation of post-conflict aid by traditional and 

non-traditional bilateral donors and how far they have been able to address post-

conflict Sri Lanka’s development priorities. Amongst scholars who have written about 

countries that undergo various patterns of transition from fragility and conflict to 

peace, promotion of development priorities has been of central concern (Collier et al., 

2003; Ohiorhenuan, 2011). It is also central in the construct of international 

frameworks of aid effectiveness assessments in post-conflict countries. According to 

the New Deal of Engagement in Fragile States, adopted at the 4th High Level Forum on 

Aid Effectiveness on 30 November 2011 at Busan, Korea, more than 40 development 

partners committed to supporting “nationally-owned and led development plans and 

greater aid effectiveness in fragile situations” ("The New Deal," 2017). 

However, despite the widely held consensus that aid assistance should always be 

designed to promote local needs and priorities (Kim & Lee, 2013; Pirnia, 2016; 

Whitfield & Fraser, 2010) and that donors and recipients should work collectively, the 

contemporary aid business has been criticised for lack of cooperation and collectivism 



    

 

  104 

 

(Fuchs, Nunnenkamp, & Öhler, 2013). New aid donors have begun playing a prominent 

role providing significantly large aid volumes to post-conflict countries in Asia and 

Africa. As a result, development outcomes of post-conflict countries have come to 

heavily depend on new sources of donor finance rather than traditional sources. 

However, such changes in the business of aid, in which development priorities are 

interpreted differently by aid donors, is producing a significant change in the sectoral 

allocation of aid.    

There is a scholarly consensus, accepted in this study, that peace building efforts are 

required in order to avoid the recurrence of conflict given “the risk of another civil war 

in these states [including Sri Lanka] is fairly high - around 50 per cent according to 

some estimates” (Panić, 2011, p.164). Therefore, successful peace building will prevent 

the outbreak, the re-emergence or continuation of conflicts. 

Therefore, this study’s specification of post-conflict development is analysed in the 

light of four post conflict needs outlined in UNDESA-UNDP Report, 2007. These are, as 

mentioned above, safety and security, reconstructing infrastructure and restoring 

services, stabilizing and equitably growing the economy and building constitutional 

government. It is accepted that such needs are important in the context of post-

conflict Sri Lanka. Five types of sector specific aid, namely humanitarian, social 

infrastructure and services, economic infrastructure and services, the production sector 

and government and civil society have been chosen given this study’s assumption that 

development of these sectors could contribute to sustainable peace building in post 

conflict Sri Lanka. The post-conflict period of 2009 to 2015 was chosen given it 

represents a point of intensified activity of aid donors, and which provided a needed 

threshold period for a comprehensive analysis of donor-recipient behaviours.  

In the following section, donor assistance in post-conflict Sri Lanka is analysed with the 

aim of finding whether, aid giving countries targeted development needs and if their 

aid was in line with development priorities. If no data is found for specific sectors, the 

study analyses recipient-specific aid inflows to see how aid is shaped by donors’ 
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interests. In this way donors’ perspectives about the needs of post-conflict Sri Lanka 

are shown to be determined by their sector-specific aid priorities.   

6.2 Development priorities of post-conflict Sri Lanka 

 

The inquiry into whether foreign aid is allocated in response to development needs of 

post-conflict countries has received scant attention. This study is based on the premise 

that development needs of post conflict countries are different to each other, 

therefore a distinct donor engagement is required for different societies. It is therefore 

necessary to explore the sectoral composition of aid by traditional and new aid donors 

to understand their aid priorities in post-conflict Sri Lanka.  From such a study whether 

the existing sectoral strategies of aid have been effective and appropriate for 

successful peace building can be discerned. 

 

Sectoral disbursement of aid or “distinctive sectoral intervention” (Chauvet, Collier, & 

Duponchel, 2010, p. 19) carries with it the implication that the composition of sectoral 

aid matters: e.g., if aid donors provide aid for social infrastructure does it in fact 

address the post-conflict needs of a country? To understand this in terms of post-

conflict Sri Lanka, this thesis addresses in the subsequent sections the central question 

of “were the aid allocations decisions of aid donors compatible with post-conflict Sri 

Lanka’s country specific development needs?”. Development partners’ engagement 

with Sri Lanka involves a wide range of aid allocation sectors, of which this study only 

looks at four types of post-conflict development priorities.   

 

Table 6.1 summarises selected development priorities, which are adopted by the 

UNDESA-UNDP Report, 2007 and which reflect the development needs of post-conflict 

Sri Lanka. Types of aid that reflect the development needs are adopted from the 

OECD’s Creditor Reporting System (CRS).  

 

Table 6.1: Post conflict Sri Lanka’s aid priorities and selected sectoral aid types 

Main post-conflict development Main category of aid Sub category of aid according to the OECD’s 
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priorities  
 

according to the OECD’s 
Creditor Reporting System 

Creditor Reporting System 

Establishing and maintaining safety 
and security  

Humanitarian aid 1. Emergency response  
2. Reconstruction relief & rehabilitation 
3. Disaster prevention & preparedness 

Reconstructing infrastructure and 
restoring services destroyed by the 
war 
 

Social infrastructure and 
services aid 

1. Education 
2. Health 
3. Water supply and sanitation 

Economic infrastructure 
and services aid 

1. Transport 
2. Energy 

Stabilizing and equitably growing the 
post-conflict economy 

 Production aid 1. Agriculture 
3. Fishing 
5. Tourism 

Strengthening constitutional 
government 

Government and civil 
society aid 

1. legal and judicial development  
2. Conflict, peace and security 

Source: UNDESA-UNDP Report, 2007;  OECD CRS database 

The main source of data are the OECD’s CRS, the World Bank’s World Development 

Indicators and Worldwide Governance Indicators, the Central Bank of Sri Lanka’s 

annual reports and the Ministry of Planning and Finance of Sri Lanka annual reports. 

Although time series data for the period of 2009-2015 are available to traditional 

donors in OECD development statistics database, data for new aid donors’ aid 

allocation volumes had to be compiled by reference to a variety of other sources. 

 

6.2.1 Establishing and maintaining safety and security 

Among the many development goals that post-conflict countries should prioritise, 

safety and security is in the forefront (Jayasuriya & Gibson, 2013) given that civilians 

typically bear the brunt of conflicts and hostile activities during and after war 

(Ghobarah, Huth, & Russett, 2003; Jayasuriya & Gibson, 2013; Paris, 2001). Direct and 

indirect victims of war are physically and mentally traumatised. Thus devising urgent 

measures to address their pressing needs will help return an environment in which 

there is a lack of safety to a secure one (Pavey & Smith, 2009). Where the state or the 

government has the prime responsibility towards its own peoples’ safety and security, 

the recognition that aid could positively help post-conflict countries achieving these 

needs is a factor highlighted by many scholars (Panić, 2005b; Valters, Rabinowitz, & 

Denney, 2014).  
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According to the UNDESA-UNDP Report (2007), peace and security needs of many post 

conflict countries are:  

 

…enforcing peace agreements, reconstituting security forces under civilian 

control, ensuring public order and safety, demobilizing and disarming ex-

combatants, securing territorial borders, strengthening police forces, and 

reintegrating former combatants into the society and economy (p.23). 

 

In terms of Sri Lanka, it is also accepted that  “….internal rebuilding, resettlement, and 

reconciliation” were necessary conditions for its lasting peace (Vaughn, 2011). More 

specifically, “…[a] focus on supporting a successful transition from war  to equitable 

peace, improving public confidence in local and regional authorities, and strengthening  

the Government of Sri Lanka’s demining capabilities, port and border security, and 

civilian authority” (Congressional budget justification for foreign operations, 2012) are 

vital measures in order to address post-violence context in Sri Lanka.  

 

Once hostilities ceased, the lack of post conflict security became a critical issue. 

Despite some progress being made, a number of non-market political and institutional 

factors were holding back the achievement of a  durable form of safety and securty.  

Landlessness, private land occupation by State parties and the Tamil community’s 

distrust over govenrnment forces,  undermined efforts to finding  long-term solutions. 

 

 Table 6.2 plots all types of humanitarian aid disbursed to post-conflict Sri Lanka by 

selected traditional aid donor countries for the promotion of safety and security goals 

in the period 2008 to 2015. Donors’ humanitarian aid disbursements increased slightly 

from UD$ 123.7 million in 2008 to US$ 137.5 million in 2009 and then fell significantly, 

to US$ 110 million in 2010. The table indicates that the level of aid from traditional 

donors has been on a downward trend since 2010, falling to about US$ 55.6 million in 



    

 

  108 

 

2011. Moreover, over the period from 2011-2015, this fall accelerated sharply. As a 

result, all donors’ support had dried up by 2015. 

 

As also can be seen from the Table 6.2, from 2008 to 2015, Sri Lanka received the 

largest share of aid from the USA (US$ 225.9 million), France (US$ 83.7 million) and 

Germany (US$ 43.6 million). Although safety needs were urgent and were needed 

immediately after the end of the conflict, traditional donors’ aid decreased 

significantly from 2009 to 2015. Aid from Denmark fell from US$ 5.8 million in 2009 to 

zero in 2015; France from US$ 18.4 million in 2009 to zero in 2015 and Netherland US$ 

4 million in 2009 to zero in 2015, and Sweden US$ 6.6 million in 2009 to zero in 2015. 

The largest humanitarian aid donor, the USA, decreased its overall humanitarian aid by 

around 98% in 2015 compared to total aid it gave in 2008.  

 

Table 6.2: Humanitarian development aid by selected traditional aid donors 2008-2015 
(in million US$) 

        Year 
 
Donor 

 2008 2009  2010  2011  2012  2013  2014  2015  Total 

Denmark 2.7  5.8  2.7 2.1  0.6  .. .. .. 13.8  

France .. 18.4  44.1  6.2  15.0 0.1 .. .. 83.7 

Germany 12.9  12.6  5.5 5.7  4.5 1.6 0.5  0.2  43.6 

Japan 15.9  7.9  2.7  5.1 2.9 1.5 1.0  1.0  38.0 

Netherlands 5.9  4.0  2.6  0.7  0.0  .. .. .. 13.3 

Norway 8.9  14.0  5.6  4.5  3.0 2.5  1.4  1.4 41.3  

Sweden 3.7 6.6  6.4 7.0  2.0  0.5  2.2  .. 28.4  

UK 0.5  13.9  5.8  0.7  .. .. .. 0.0  20.9 

USA 73.2  54.2  34.7 23.7  7.1 28.1 3.7  1.3  225.9  

Total 123.7 137.5 110.1 55.6 35.0 34.3 8.8 3.9 508.9 

Source: OECD CRS database 

 

In order to measure aid donors’ contribution to alleviate the persistence of insecurity, 

three types of humanitarian aid allocations namely emergency response, 

reconstruction relief and rehabilitation and disaster prevention and preparedness are 

taken into account by this study.  
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Emergency response  

 Table 6.3 presents the results for total humanitraian aid received by Sri Lanka over the 

priod from 2008-2015. It can be seen from the table that emergency needs related aid 

received the highest priority followed by reconstruction and rehabilitation aid and 

disaster prevention aid. When it comes to describing aid shares by individual donor 

countries, the largests single aid disbursement for emergency needs was by the USA, 

which was US$ 192 million. France channeled a significant portion of aid between 2008 

and 2015 to support reconstruction, relief and rehabilitation activities in war effected 

areas.  

 

Table 6.3: Sectoral composition of humanitarian aid to Sri Lanka 2008-2015 (In US$ 
million) 

 
 
Sector 

D
en

m
ar

k 

Fr
an

ce
 

G
er

m
an

y 

Ja
pa

n 

N
et

he
rla

nd
s 

 N
or

w
ay

 

Sw
ed

en
 

U
K 

U
SA

 

To
ta

l 

Emergency relief 13.7 1.9 25.7 10.1 13.2 28.09 28.35 19.42 192.2 332.66 
Reconstruction, 
relief and 
rehabilitation 

0.11 81.74 17.64 10.74 0.20 12.52 0.00 1.44 31.95 156.34 

Disaster prevention 0.0 0.02 0.18 17.11 0.0 0.71 0.00 0.00 1.6 19.62 
 

Source: Compiled by the author using OECD CRS database 

  

In concert with its rhetorical commitment, the USA supplied food and humanitarian 

assistance to Sri Lanka through USAID. More than US$ 43 million was given to assist 

280,000 internal displaced people (IDPs) providing basic human needs such as food, 

water and sanitation facilities. Some of its aid was used to build temporary shelters 

and supply emergency medical serivices (Sri Lanka: Recharting US strategy after the 

war, 2009).  The other traditional donors, who were, in many ways, following the US 

approach, helped Sri Lanka with emrgency aid, but did not place a greater emphasis on 

long-term commitments. 

 

Reconstruction, relief and rehabilitation  
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For many years since the end of the war, the government of Sri Lanka had two 

separate national action plans for the conflict affected Northern Province and Eastern 

province. They were based on the Reawakening of the East (Negenahira Navodaya) 

Project - a four year plan implemented in 2007 to restore normalcy in the Eastern 

Province - and the Reawakening of the North Project (Uthuru Wasanthaya) - a 180 day 

plan commenced in 2009 to bring long term development benefits to the Northern 

Province. Both plans played a key role in rebuilding infrastructure facilities destroyed 

during the final offensive in 2008-2009; resettling IDPs; public institution capacity 

building, energising productive sectors, encouraging regional economic initiatives and 

enhancing public institution capabilities (Kelegama, 2010).   

While it is accepted that relief and rehabilitation services assist victims of prolonged 

war and reconstruction efforts help the essential rebuilding of basic infrastructure, 

debate on effectiveness of reconstruction, relief and rehabilitation in post conflict Sri 

Lanka still exists. Amidst success, tensions persisted among Tamil IDPs and the Tamil 

community over land rights, and control of private lands considered strategically and 

militarily important by state military forces (Saparamadu & Lall, 2014). A futher 

complication is the presence of a large number of female-headed households; females 

have been particularly vulnerable to ‘lang grabbing’ given illiteracy, limited land-rights 

and poverty.   

 

Table 6.4 shows foreign donor financing of the Eastern Revival Programme (in Rs 

million). Indicated is that aid donors have assisted refugees and IDPs resettle in Eastern 

province, improved production sector, restored social and economic infrastructure 

services and build up the capacity of public institutions. However, the share of aid by 

foreign donors has varied considerably over different sectors. The table indicates that 

the share of foreign donors’ aid exceeded the government’s contribution in most of 

the sectors except revitalisation of the regional economy and human settlement 

activities. 
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Table 6.4: Government of Sri Lanka and the foreign donor finance for the Eastern 
Revival Programme (In Rs million) 

 

Sector Government 
of Sri Lanka 

Foreign aid Private Total 

Resettlement of returnees 5,366 16,100  21,466 
Revitalising productive sectors 
and regional economy  
 

19,688 6,562 7,600 33,850 

Improving economic 
infrastructure 

20,915 62,855  83806 

Social infrastructure and social 
services 

4,474 13,421  17,895 

Human settlement 
development  

7,085 2,362 28,600 38,047 

Public institution capacity 
building 

539 1,615  2,154 

Total  58,103 102,916 36,200 197,219 
Share of financing % 29.46 52.18 18.36 100 

Source: Adapted from Kelegama (2010, p. 24) 

 

Despite the evidence that aid for practical reconstruction, relief and rehabilitation 

were vital for the creation of long term-peace, there was a lack of financial support by 

traditional aid donors for these priority activities in post-conflict Sri Lanka.  As can be 

seen from table 6.3, the level of such aid was significantly lower than that provided for 

security and safety needs. Thus in terms of immediate post-conflcit development 

priorities, reconstruction, relief and rehabilitation was given scant attention.  

 

Disaster prevention and prepardeness 
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Disaster prevention and mitigation activities provide a critical foundation for reduction 

of the effects of disasters. The present international humanitarian aid architecture 

started to consider disater prevention and prepardeness as a post-conflcit priority, and 

recognised that “….disasters that occur in conflcit-affected and fragile contexts are 

likely to exacerbate the impacts and fault-lines of that conflcit, while the impacts of a 

disaster, such as food insecurity and diruption of markets, have the potential to 

reinforce drivers of conflcit” (Disasters, conflict and fragility: a joint agenda 2016, p. 

12).  

Diasaster prevention and prepardeness are guided by the fact that Sri Lanka was not 

only threatened by war but also by natural disasters such as tsunamis (Chandradasa, 

2006). For example, the 2004 tsunami disater affected more than half of the Sri Lankan 

coastal zone killing more than 35,300, damaged thousand of acres of agricultural lands, 

destroyed around 100,000 houses and 75 per cent of coastal fishing. More than one 

million people were internally displaced in Eastern, Western, Nothern and Southern 

provinces of Sri Lanka.  

 

According to the table 6.3, suprisingly, all traditional aid donors except Japan excluded 

disaster prevention from their key aid giving decisions. It is also evident that only Japan 

has prioritised aid for disaster prevention and prepardeness but which has been only 

modest  - around US$ 3 million in three consecutive years starting from 2011. Disaster 

prevention was largely overshadowed by preference for other types of aid which 

appear to have fitted donor’s political rather than humanitarian priorities. Given the 

extent of the damage Sri Lanka suffered from natural calamities, it would be 

reasonable to assume disaster prevention would be a key national priority in post-

conflict Sir Lanka. However it has yet to be promoted to a front line developmnet 

priority.  

 

6.2.2 Reconstruction of infrastructure and restoration of services destroyed by war  
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Two prominent areas of reconstruction are identified as development priorities of 

post-conflict Sri Lanka: restoration of social infrastructure services and restoration of 

economic infrastructure services. 

 

6.2.2.1 Social infrastructure services 

Restoration of social infrastructure services is a significant part of and a precondition 

for the resolution of post-conflict issues (Panić, 2005a), and is more often preferred by 

communities in conflict-ridden areas over economic infrastructure services (Frey, 

2010). Moreover, restoring and developing social infrastructure services such as health 

and education are known to be key social development priorities  (Arndt, Jones, & 

Tarp, 2006; Chen, Loayaza, & Reynal-Querol, 2008; Panić, 2005b), which not only give 

people a stake in post-conflict peace building (Panić, 2005b), but also help link long-

term social development goals with key economic priorities of post-conflict countries 

(Hoeffler, 2012; Vrbensky, 2008).  This is because a country’s social infrastructure 

development is closely related to economic achievements. This implies that restoring 

public services matters in post-conflict countries as building an effective public sector 

could guarantee equitable public service delivery and discourage social inequality and 

differentiation (Collier, 2009; USAID, 2009). Some scholars also emphasise that social 

inclusion and equity discourage post-conflict countries falling back into violence and 

conflict (Ohiorhenuan, 2011). 

 

Evidence suggests that development aid is beneficial for the growth of social services 

in post-conflict countries and can be an important means of overcoming key 

infrastructure bottlenecks in post-conflict societies (USAID, 2009). Sri Lanka has been 

no exception. Hoeffler (2012) reveals that social and economic infrastructure 

development attracts the most aid -that is more than half of total aid. Donor 

assistance, therefore, helps reconstitute such social services in post-conflict countries. 

For example, aid helped transform post-conflict Rwanda into a country with a GDP 

growth rate of over 11% in 2008 from -2% in 1994; increased net primary school 

enrolment to 95% in 2008 from 67% in 1994; and, decreased infant mortality rate from 
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209 per thousand in 1995 to 103 per thousand in 2008 (Rwanda - From post-conflict 

reconstruction to development, 2009). Yet, as many post-conflict countries suffer from 

institutional  shortcomings such as corruption, disagreements exist over the efficiency 

of these types of government to use foreign aid and facilitate community development 

effectively and efficiently (Gauthier & Wane, 2007).  

 

The gains in social infrastructure development in post-conflict Sri Lanka are impressive 

during and after the war and in particular in the fields of education, health and human 

capital. Equal opportunities in these services could potentially offset socioeconomic 

disparities, and facilitating the expansion of Colombo metropolitan centred growth to 

other provinces of the country. Given that advanced social infrastructure could 

determine the economic progress of a country, and that having a strong social 

infrastructure indicates the presence of internal stability, it is important to be sensitive 

to the changing needs in post-conflict settings, and in particular in conflict affected 

areas in North and East.  Thus encouraging foreign aid to play a major role in this 

process is of critical importance.  

 

Despite the fact that donors have significantly increased aid for social development 

following conflicts (Hoeffler, 2012), the lack of a significant increase to Sri Lanka in aid 

for these purposes is controversial. Table 6.5 presents total aid for social infrastructure 

development activities by selected traditional aid donors during 2008 to 2015. As can 

be seen from table 6.5, aid for social infrastructure development has fallen from US$ 

113 million in 2008 to US$ 91.7 million in 2009 and then increased to US$ 159.2 million 

in 2010. Aid amount continued to decline and was US$ 137.9 million in 2011, US$ 125 

million in 2012, US$ 122 million in 2013 and US$ 113 million in 2014 and again on the 

increase to US$ 125.2 million in 2015. Aid from Japan was more prominent in 2010, 

recording the highest aid received from any traditional donor for the period of 2008-

2015. In absolute terms, the highest aid amount from traditional aid donors - US$ 159 

million – was received in 2010.  
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Table 6.5: Social infrastructure development aid by traditional aid donors 2008-2015 
(in million US$) 

  

           Year 
 
Donor 

2008 2009 2010 2011 2012 2013 2014 2015 Total 

Denmark 0.9  3.7  2.1  0.7  0.5  0.3  0.3  0.0  8.4  

France 7.7  1.0  7.5  11.4  9.2  5.4  3.5  8.9  54.6  

Germany 24.2  17.6  14.3  15.5  13.0  11.2  10.6  20.7  127.1  

Japan 34.9  27.9  86.9  63.6  62.5  66.3  64.1  70.6  476.9  

Netherlands 11.4  2.4  2.2  1.2  0.4  0.0  0.0  .. 17.5  

Norway 13.0  14.6  16.6  14.3  11.0  7.1  6.2  5.0  87.8  

Sweden 5.6  7.5  4.5  6.0  3.5  2.9  3.8  2.4  36.2  

UK 1.2  4.1  5.2  4.0  6.6  6.9  6.7  6.0  40.7  

USA 14.0  12.9  19.9  21.3  18.9  22.9  18.0  11.6  139.6  

     Total  113.0 
  

91.7 159.2 137.9 125.6 122.9 113.3 125.2 988.3 

Source: OECD CRS database 
 
In order to measure aid donors’ contribution to restore social infrastructure services in 

post-conflict Sri Lanka, three types of social infrastructure aid allocations namely 

education and health are taken into account by this study. 

 

Education  

Education inequality is a contributing factor to many of the world’s internal conflicts. 

However, it is not easy to measure education equality and its direct impact on the 

prevention of war. Nevertheless, many scholars assert that a high level of educational 

attainment and good physical infrastructure is an important factor in creating  stability 

and peace (Athukorala & Jayasuriya, 2012). In general, wars have been identified as a 

significant factor that prevent children from gaining education; more than 50% of 
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children who do not attend schools are from conflict-affected countries ("Education 

data," 2017).   

 

The war had a devastating effect on education in Sri Lanka: more than 300,000 

children were deprived of education in conflict affected Northern and Eastern 

provinces and bordering provinces. Most of these children had a very low school 

attendance rate approximately 80 days out of 210 designated school days. As well,  

many schools in conflict-affected areas had no qualified staff and about 116 schools 

were closed altogether (The Impact of Conflict and Displacement (2006-2010) on 

Education in Sri Lanka 2011). In many post-war countries the student-to-teacher ratios 

are lower in the years following the conflict than during the conflict. However, Sri 

Lankan Ministry of Education reports show that the Mullaitivu District in the Nothern 

Province didn’t record any change in the pupil-to-teacher ratio between 2009 and 

2014 (i.e., 16:1 in 2009 and 16:1 in 2014). Pupil-to-teacher ratio also remained 

unchanged over the period from 2009-2014 in some districts not-affected by war such 

as Badulla in Uva province (15:1 both in 2009 and 2014). In conflict affected areas, 

providing a proper education for ex-combatants and child soldiers was also a 

challenge. 

 

Table 6.6 presents the information on aid provided by traditional donors to Sri Lanka 

for education during 2009-2015. As can be seen from figure 6.5, within the sectoral 

composition of education aid, more aid has gone to the secondary education sector 

and post-secondary education sectors, rather than the basic education sector. That 

many countries have not contributed sufficiently to promote basic education sector in 

Sri Lanka is surprising, given in many other post-conflict scenarios it has been 

considered as an important part of a humanitarian response. Total spending on 

secondary education is also minimal, accounting approximately US$ 25 million.  

 

 

 



    

 

  117 

 

 

 

 

 

 

Table 6.6: Total aid disbursement (ODA) by selected traditional aid donors for 
education 2009-2015 (in million US$) 
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  All Education, Total 0.748 7.48  45.31 49.11 3.08  7.42  0.31 8.41 0.46 113.046 
• Basic 

Education,    
Total 

0.74  0.68  3.12 3.84  
 

0.0 1.16 0.22  0.05  0.00  5.51 

• Secondary 
Education, 
Total 

0.00 0.007 12.31 4.88  
 

0.05 1.50  0.00  0.81  0.00 26.14 

• Post-
Secondary 
Education, 
Total 

0.00  6.42 13.67 
 

32.66 
 

0.63  4.46  
 

0.09  
 

1.90  
 

0.01 
 

50.439 

Source: Compiled by the author using OECD CRS database 
 

Health 

A number of studies have shown that a greater financial commitment by state 

governments and aid donors can make a significant impact on the overall status of 

health services in post conflict countries (Frey, 2010; Haar & Rubenstein, 2012). For 

example, in considering the impact of aid on health, a study on the effect of aid on 

post-war Kenya revealed an impressive reduction in the fertility rate from 8% in 1977 

to 5.4% in 1993 and a significant increase in the government’s capacity to combat AIDS 

and other infectious diseases (Carlsson, Somolekae, & van de Walle, 1997).  

 

In contrast to the experience of many post-conflict countries, Sri Lanka’s health 

performance was hailed as a success story due to the considerable progress made both 

during and after the war. Both public health care services and private health care is 

now readily available. Table 6.7 makes a comparison of social development indicators 
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in Sri Lanka in 2005 with 2015. Substantial progress is evident in all social development 

goals. Taken between 2005 and 2015, life expectancy at birth (years) and computer 

literacy rate increased dramatically. As a result of social sector polices and reforms, the 

infant mortality rate, maternal mortality rate and crude death rate all recorded 

substantial declines. 

Table 6.7: Social development indicators in Sri Lanka- 2005 and 2015 

Social Developments 2005 2015 
Life expectancy at birth (years) 67.9  77.9 
Infant mortality (Per 1000 live births) 11 8 
Maternal mortality rate (Per 1,000 live births) 0.45  0.39 
Crude birth rate (Per 1,000) 18.1  17.6 
Crude death rate (Per 1,000) 6.5  6.2 
Literacy (overall % of population) 92.5  92.5 
Literacy Rate – computer (% of population) 9.7  75.0 
Source: Ministry of Finance and Planning, Sri Lanka Annual Report, 2016 

 

While most conflict situations record high levels of health problems, existing data also 

provides evidence of high maternal and infant mortality rates, infectious diseases and 

inadequate problems associated with health education in conflict affected areas in 

Northern and Eastern provinces of Sri Lanka. Referring to their study conducted in 

2009, Siriwardhana and Wickramage (2014) point out that in the Northern province, 

the maternal mortality rate, stillbirths and low weight births were high. For example, a 

comparison of infant mortality rate per 1000 live births in conflict affected Jaffna 

district in Northern province doesn’t show a progress between 2010 and 2013, (Census 

and Statistics Department, 2014). The national infant mortality rate per 1000 live births 

in 2010 was 9.9 per 1000 live births and 8.2 per 1000 live births in 2013. However, in 

Jaffna district it was high, at 13 in 2010 and at 14 in 2013. The highest recorded infant 

mortality rate per 1000 live births was in Mullaitivu in 2013, at 16.3. Regional 

disparities also exist in districts not directly affected by war. For example, districts the 

infant mortality rate per 1000 live births was higher than the national rate in 2013 

were Colombo (13.6) in Western province, Kurunegala (12.3) in North Western 

Province and Kandy in Central province (22.8).  
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They also revealed that women in conflict affected areas were suffering a higher risk of 

sexual and physical abuse, and inadequate health care services. Another critical issue is 

the risk of infectious and spread of communicable disease. During post-conflict years, 

there were incidences of hepatitis A in IDP camps in Vavuniya district (Dahanayaka, 

Kiyohara, & Agampodi, 2013) and malaria fever was reported in Mullaitivu, Batticaloa 

and Vavuniya (Ministry of Health, 2005). However, conflict affected areas are on track 

of achieving progress in functional sanitation facilities. For instance, access to clean 

drinking water in Sri Lanka was 92% in 2013 with the Northern and Eastern province 

have the highest share at 95.1% and 97.2% respectively in 2013 (World Health 

Organisation, 2015). 

                                                                                                                                                                             

Table 6.8 presents information on the aid provided by the traditional aid donors during 

2009-2015 for the promotion of health sector. According to the Table 6.8, no donor, 

except the Japan, France and Norway, prioritised (albeit modestly) the aforementioned 

health related priorities. According to the table, over the period from 2009-2015, 

Japan donated US$ 71.6 million for health sector development while France disbursed 

second highest aid, which was approximately US$ 13 million. Table 6.8 also plots water 

supply and sanitation aid received by Sri Lanka over the period from 2008-2015. As can 

be seen from Table 6.8, the share of aid for the development of water supply and 

sanitation sector varied considerably across traditional donors. As shown by table, 

Japan disbursed more than US$ 355 million being the largest contributor to the 

sanitation and water supply assistance to post-conflict Sri Lanka.   

 
 

Table 6.8: Total aid disbursement by selected traditional aid donors for health 2009-
2015 (in million US$) 
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Health total 0.00 13.07  1.79 71.64 0.04  5.52  0.44  1.93  0.85  
• Basic health 

infrastructure 
0.00  0.00 0.00 42.14 

 
0.00 0.18  0.00  0.00 0.00  
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• Infectious 
disease control 

0.00  0.00 0.00 0.00 
 

0.00  0.00  0.00  0.62 0.78  

• Health 
education 

0.00 0.00 0.00 

 
0.09  

 
0.00 

 
0.10  

 
0.00  

 
0.28  

 
0.00  

 
Water supply and 
sanitation  

2.17 23.22 24.68 355.55 5.38 0.04 11.12 0.00 2.6 

Source: Compiled by the author using OECD CRS database  
 

6.2.2.2 Economic infrastructure services 

 
The UNDESA-UNDP Report (2007) tends to see reconstruction of infrastructure and 

restoration of services as one of the most prominent functions of all governance 

institutions in post-conflict countries. The scholarly literature on post-conflict 

development also now tends to assert that strong economic infrastructure 

development reduces the likelihood of conflict reoccurring (Collier, Hoeffler, & 

Söderbom, 2008; Toh & Kasturi, 2012). However, there are significant variations 

among economic infrastructure development needs of post-conflict countries. Thus as 

Caplan (2007) notes: 

Economic regeneration is critical for the establishment of a sustainable peace in 

the aftermath of violent conflict. Economic deprivation can be a source of civil 

strife, especially in societies where economic disparities coincide with ethnic, 

religious, tribal or other kinds of social differentiation. Where these disparities 

have generated frustration severe enough to have led to civil war, it is vital to 

take measures in the immediate post-war environment to promote economic 

development that can improve the general welfare and thus weaken the 

economic foundations of political violence (p.8). 

 

Post-conflict Sri Lanka’s infrastructure financing was particularly costly given the 

government’s preference for large scale economic infrastructure development projects 

(Đevoić, 2013). At the end of 2009, heavy fighting between the government forces and 
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the LTTE destroyed much of the war ridden areas in Northern and Eastern provinces 

including around 350,000 houses (UN HABITAT Sri Lanka, 2013) and delayed many 

necessary infrastructure facilities in both conflict affected area and areas not directly 

affected by war. This made infrastructure development a top priority for the Sri Lankan 

government.   

 

Drawing extensively from post-conflict economic infrastructure development literature 

(Collier, 2006; Hoeffler, 2012; Krueger, 2005), the task of economic infrastructure 

development has usually been an area of collective action in which the government 

and donors address the long neglected economic infrastructure needs (Ohiorhenuan, 

2011). However, given the occasional and limited intervention of aid donors and 

divergent views on economic infrastructure needs, not all these needs were fulfilled or 

funded (Schmidt-Hebbel, Kaltani, & Elbadawi, 2017). Prior to 2009, the government of 

Sri Lanka and main aid donors agreed on which development projects and plans were 

conflict sensitive. As a result projects initiated by the World Bank, the EU, and 

traditional donors were based on “conflict sensitivity” (Đevoić, 2013). However since 

the Rajapaksha government came into power in 2005, not all development projects 

were negotiated with traditional aid donors nor was their development aid always 

used. However, implementing large infrastructure development projects continued to 

be part of the post-conflict development agenda, with China becoming the leading 

development partner. Importantly, China along with India provided 15-20 years long- 

term flexible finance to Sri Lanka. As well, Russia provided a US$ 300 million loan in 

2010.  

 

Aid disbursement by traditional aid donors for the promotion of economic 

infrastructure development for the period from 2008 to 2015 is presented in table 6.9. 

Looking at table 6.9, it is clear that aid for economic infrastructure development 

fluctuated over the period from 2008-2015. As can be seen from table 6.8, due to 

Japan’s fluctuating contribution, total aid fell slightly between 2008-2010 and then 

varied between US$ 266.6 million in 2011 to US$ 249.4 million in 2015.  
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Table 6.9: Total aid disbursement by selected traditional aid donors for economic 
infrastructure 2008-2015 (in million US$)  

             Year    
 
Donor 

 2008 2009  2010  2011  2012  2013  2014  2015  Total 

Denmark 9.0  12.2  6.1  0.3  0.1  0.0  0.1  0.5 28.4  

France 17.8  .. .. .. .. 13.8  12.1  115.7  159.4 

Germany 9.3 2.7 9.5 5.7  3.9  5.7 3.1  2.5  42.3  

Japan 183  234.2 215.9 254.2  315.3  204.0  230.2  128.7  1,765.4  

Netherlands 3.1 0.3  0.0  0.0  0.0  0.0  .. .. 3.4  

Norway 4.3  5.7  3.1  1.6  1.5  1.3  1.5  0.5 19.5  

Sweden 6.8 2.5  0.0  0.0  0.0  0.0  0.1  0.0  9.5  

UK 0.1  2.6 .. 0.8  .. 4.2  2.9  .. 10.7  

USA 3.1 4.2  1.6  3.9  4.3 5.6  8.4  1.5  32.6 

   Total 236.4 
  

264.4 236.2 266.6 325.1 234.6 258.4 249.4 2071.1 

Source: OECD CRS database 
 

 

Table 6.10 sets out a comparison of aid disbursement to Sri Lanka between DAC 

countries and Japan over the period from 2002-2015. From table 6.10, it is clear that 

although Japan is by far the largest traditional aid donor mainly since 2007, Japan has, 

of early years of 2000s (2002, 2004, 2005 and 2006) provided comparatively less aid 

than the other traditional donors. 

Table 6.10: Total aid disbursement for economic infrastructure by selected traditional 
aid donors and Japan 2002-2015 (in million US$) 

 

Donor  2002  2003  2004  2005  2006  2007  2008  2009  2010  2011  2012  2013  2014  2015 

DAC 
Countries, 
Total 

22.5  54.3  44.7  59.3  127.2  110.0  224.8  231.9 197.5  204.1  250.5 222.3 258.4  152.7 

Japan 7.8  36.0  10.6  14.7  56.9  70.9  171.1 198.7 175.8 191.6 240.3 191.2 230.2 143.8 
% 34.6 66.2 23.7 24.9 44.7 64.4 76.3 85.6 89.0 93.8 95.9 86.0 98.0 94.1 

Source: Compiled by the author using OECD CRS database 
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Transformation of Sri Lanka into a middle-income country called for mega 

development projects. And also, the consequences of the drying up of aid from many 

of the traditional donors allowed China to fill that vacuum, resulting a construction 

boom. China has become the largest contributor of aid, loans, technical and 

infrastructure building assistance to Sri Lanka – which occurred even before the end of 

the war in 2009. The Rajapaksha government has enjoyed the tacit support of the 

Chinese government: a large portion of Chinese loans is non-concessional and has 

been invested in large infrastructure projects including ports, expressway development 

and construction of power projects. The most notable projects include the 

Hambantota sea port development project (US$ 306 million); the Colombo port 

expansion project (US$ 350 million); the Puttalam Norochcholai coal power project- 

phase 1 (US$ 455 million); the Puttalam Norochcholai coal power project- phase II (US$ 

891 million); the Mattala-Hambanthota international airport (US$ 190 million); the 

southern expressway (US$ 138 million); the Colombo-Katunayake expressway (US$ 

248 million) and the National Performing Arts Theatre (US$ 21 million). Indeed, from 

2006 to 2008, Chinese aid to Sri Lanka grew fivefold, replacing Japan as Sri Lanka’s 

largest donor (Foreign aid review, 2014).  

 

Sri Lanka’s transition from a lower middle income country to a middle income country 

has created an environment conducive to obtaining project-based commercial loans 

instead of concessionary types of aid. Thus Sri Lanka has become more attuned to 

“implement large infrastructure development initiatives consisting of electricity 

generation, ports, airports, water supply and irrigation, roads and transport, revitalize 

agriculture and domestic enterprises, strengthen public services and state owned 

enterprises” (Mahinda Chinthana, 2006). In the process it has often placed emphasis 

on large post-conflict infrastructure development plans, providing the opportunity for   

China to become the major financial contributor. 

 

Although many post-conflict countries usually receive a large proportion of aid for 

infrastructure development (Collier and Hoeffler 2004), aid from traditional donors has 
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not increased dramatically. While total aid increased to US$ 264.4 million 2009, a large 

portion of it was disbursed by Japan.  

 

In order to measure aid donors’ contribution to restore economic infrastructure 

services in post-conflict Sri Lanka, two types of economic infrastructure aid allocations 

namely transport and energy are taken into account by this study.  

 
Transport 
In most of the countries that have been undergoing wars and conflicts, the main 

physical infrastructure and communication support lines are partially or totally 

destroyed (Hoeffler & Reynal-Querol, 2003). In addition to this, during a war, transport 

development and policies tend to be concentrated largely in conflict-free areas. More 

sophisticated means of connecting war torn areas with the rest of the country and 

fulfilling growing transport needs which are overshadowed by the prolonged conflicts, 

are required.  

 

The existing evidence demonstrates that, in terms of post-conflict Sri Lanka, the 

government and development partners such as China and India as well as Japan have 

targeted both small and large scale transport development projects. According to the 

Ministry of Finance, bilateral donors allocated substantial funding, including loans and 

grants, for a variety of projects. For example, loans from China (through EXIM Bank 

and the Development Bank of China), Korea and Japan have been used to improve 

approximately 3,670 km of national and provincial roads over the medium term period 

2011-2013. In terms of sectoral aid allocation by traditional aid donors, Japan has 

sought to ensure Sri Lanka achieves far reaching physical infrastructure outcomes.  

 

Table 6.11 provides an analysis of total aid disbursements by traditional donors for the 

development of transport sector between 2009 and 2015. According to the table, 

Japan’s approach to the development of transport sector in the post-conflict Sri Lanka 

was significantly different from the other traditional donors. As can be seen in the 

table, Sri Lanka received US$ 1233 million for transport sector from Japan, which 



    

 

  125 

 

indicates that Japan as a traditional donor played an important role in infrastructure 

development in the post-conflict Sri Lanka.  

 

Table 6.11: Total aid disbursement for transport sector by selected traditional aid 
donors 2009-2015 (in million US$) 
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Economic 
infrastructure & 
services, total 
(Transport + Energy) 

28.4 159.3 
 

42.3 
 

1765.4 
 

3.4 19.5 
 

9.5 10.7 32.6 

Transport  28.4  46.2 0.00 1233.3 3.1 0.1 3.0 0.00 0.7 

• Road transport 0.00  17.8 0.00 1216.9 0.00 0.00 3.0 0.00 0.00 
• rail transport 0.00  0.00 0.00 0.00 1.4 0.00 0.00 0.00 0.00 
• Transport policy & 

administrative 
management 

0.5 28.5 
 

0.00 8.4 
 

1.6 
 

0.00 
 

0.00 0.00 0.3 

Source: Compiled by the author using OECD CRS database 

 

The data presented in table 6.12 details the top development projects in war ridden 

areas and areas not-affected by war and total aid provided by traditional donors and 

non-traditional aid donors over the period from 2005-2015.  Road and rail transport, 

covering a large part of Sri Lanka, are the services that need more attention for two 

important reasons. The first is that, after a more than two decades long war, existing 

rail and road transport services needed to be developed in order to fulfil the growing 

demands of the transport sector and to increase the need for proper connectivity 

between the main economic and administrative centres. Second, existing transport 

services needed to be extended to connect with war affected areas, in particular 

between the capital Colombo and the Northern and Eastern provinces. As shown in 

table 6.12, India was the largest non-traditional contributor of aid to the development 

of war-effected areas’ transport system. The same table shows that China was the 

biggest funder of transport development in areas unaffected by war.  
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Table 6.12: Major road development projects during 2005-2015 (in million US$) 

 

Donor  
Projects in no-war areas 

US$ million 

Japan  Southern expressway development project 103.8 
Greater Colombo transport development project 24.1 
Bandaranaike International Airport development project- Phase II  

India Upgrading railway line Colombo – Matara 27.4 
Upgrading of railway line Colombo Matara phase II  67.4  

UK Regional bridge project 70.0 
China Supply of 13 Nos. diesel multiple units to Sri Lanka railway project 102 

Rehabilitation and improvement of priority road project 152 
Southern Expressway 360 

Donor  
Projects in war effected areas or the projects that connect Northern and 

Eastern Provinces with other provinces 

US$ million 

India Railway line Omathai-Pallai, Madhu-Tallaimanar and 
Medawachchiya  

416.4 

Restoration of Northern Railway station 382.4 
China Northern road rehabilitation project - A9  141 

 

Source: Ministry of Finance and Planning, Sri Lanka, Annual Report of various years 

 

Table 6.13 refers to the top donor spending to leading ports and aviation development 

projects in Sri Lanka during the period from 2005-2015. Although the roads sector has 

remained the largest absorber of donor finance, promoting air transport and 

infrastructure facilities has also received donors’ attention in particular from China and 

Japan. In 2010, the government of Sri Lanka commenced the Mattala International 

Airport project with the $190 million financial commitment from the Exim Bank of 

China. Dubbed as one of the pearls of China’s ‘maritime String of Pearls’ strategy’, the 

new international port in Hambanthota, built during Rajapaksha’s government, has 

been criticised for being inefficient. It also came in for widespread criticism given its 

rare use.  
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Table 6.13: Major ports and aviation development projects 2005-2015 (in million US$) 

 

Donor Project Loan amount 
Ports Development 

China Hambanthota Port development 306.7 
Mattala Hambantota International Airport project 190 

Denmark Oluvil Port  63.0 
Japan Galle Port development Project I  124.1 

Aviation development 
China Mattala Hambantota International Airport project China  190 

Source: Ministry of Finance and Planning, Sri Lanka, Annual Report of various years 

 

Energy 

Power is a priority area in recovery outcomes of post-conflict countries (Kreimers, 

Eriksson, Muscat, Arnold, & Scott, 1998). Table 6.14 presents total aid from all DAC 

countries for energy development in Sri Lanka over the period 2002-2015. As shown in 

Table 6.14, the level of aid for energy development has been on a downward trend in 

most years over the period from 2002-2007 but with a huge jump from 2008 onwards. 

However, this was not a general long-term trend; aid started to experience a decline 

since 2011.  

 

Table 6.14: Total aid from DAC countries for energy development 2002-2015 (in million 
US$) 

 

        Year 
 
Donor 

 2002  2003  2004  2005  2006  2007  2008  2009  2010  2011  2012  2013  2014  2015 

DAC 
countries, 
total 

0.95  38.03  25.91  19.53  29.85  24.57  79.20  60.86 83.22 68.64  57.42  22.19  35.16  6.83 

Source: OECD CRS database 
 

Table 6.15 presents total aid by traditional aid donors for energy for the period 2009-

2015. According to the table, in the case of Sri Lanka during 2009-2015, a major 

portion of financial disbursements for the implementation of energy related 

infrastructure services has been committed by Japan (total of US$ 778 million), 
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followed by Germany (total of US$ 15.5 million). A total of 807.6 million was raised 

through grants and loans, of which a major portion went to energy generation and 

renewable sources. Hydro electrical power generation, the most popular traditional 

source of electricity generation, received a highest contribution of foreign aid. Sri 

Lanka also secured aid worth of US$ 450 million from Iran for the commencement of 

Uma Oya Hydro Electricity and Irrigation Project. 

 

Table 6.15: Total aid disbursement by selected traditional aid donors for energy 2009-
2015 (in million US$) 
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Economic infrastructure 
& services, total 

28.4 159.3 
 

42.3 
 

1765.4 
 

3.4 19.5 
 

9.5 10.7 32.6 

Energy 0.00 0.1 15.5 778.2 0.00 7.0 0.00 0.00 6.8 
• Energy policy 0.00 0.00 0.1 15.8 0.00 0.1 0.00 0.00 0.00 
• Energy 

generation, 
renewable 
sources 

0.00 0.1 0.00 361.5 0.00 0.2 0.00 0.00 0.00 

 

Source: Compiled by the author using OECD CRS database 
 

 
There is however a number of shortcomings that donors and post-conflict Sri Lanka 

need to address. Aid would be more effective if, the issues of cuts to energy supplies 

and huge import needs are addressed satisfactorily. The government should also 

expand energy access to previously war-prone areas (Staff country report, 2013). This 

implies that donor financial commitment is desired for both post conflict areas and 

other area of the country. In 2013-2014, due to dry weather condition, hydro 

electricity generation dropped by 34.3%, leading to an increased use of thermal power. 

As a result, the share of thermal power generation reached approximately 49% of 

available capacity in December, 2013 - around 40% of power generated in 2013. China 
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contributed US$ 891 million to the establishment of the Norochcholai Coal Power 

Station, which is the only thermal power station in Sri Lanka. India provided US$ 200 

million to the joint-venture project which is developing a coal power plant at Sampur 

south of Trincomalee harbour which is designed to generate 500 megawatts of power. 

6.2.3 Stabilization and equitable growth of the economy 

Ensuring equitable growth to all levels of the community may only be possible by 

prolonging the peace and security process in post-conflict countries (UNDESA-UNDP 

Report, 2007). This explanation inspires scholars (Ernstorfer, Mekolo, Resta, & 

Rosenblum-Kumar, 2007). This is also emphasised by the UNDESA-UNDP Report that 

“without adequate livelihoods, economic frustrations can easily lead to further 

conflicts” (p.59). Consequently, post-conflict countries are tasked with re-stimulating 

vital sectors disrupted by war (USAID, 2009). Livelihood opportunities are also typically 

disturbed during wars, leaving a significant gap in production sectors (Impact of the 

conflict on  Syrian economy and livelihoods  Syria Needs Analysis Project 2001; Shehabi, 

2015).  

Table 6.16 presents the total aid disbursed by traditional aid donors for the production 

sector in Sri Lanka over the period from 2008-2015. Prolonged war in Sri Lanka led to 

disruption in economic activities in varying degrees. Therefore, policies that encourage 

the rehabilitation of the production sector have been prioritised since the end of war, 

although donors’ assistance to support these sectors has been at an all-time low. Table 

6.16 notes that levels of aid to production sector has been on a gradual downward 

trend all time, except 2011. Almost all aid donors recorded a decline in production aid 

disbursement, including a decline in disbursement from Japan, the biggest contributor 

to production sector. 
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Table 6.16: Total aid disbursement for the production sector by selected traditional aid 
donors: 2009-2015 (in million USD) 

Donor  2008 2009  2010  2011  2012  2013  2014  2015 Total  
Denmark 0.0  .. 0.0  .. 0.5  .. 0.4  .. 0.9  
France 0.2  ..  0.0  0.0  .. 0.0  0.0  .. 0.2  
Germany 0.9  0.4  0.1  .. .. 0.0  0.2  0.1  1.7  
Japan 29.6  27.1  18.4  21.5  13.7 13.6  10.8  3.5  138.2  
Netherlands 0.5  0.1  0.2  0.2  0.1  .. .. .. 1.1  
Norway 1.5  1.9 3.7  3.2  2.3  2.7  0.9  0.6  16.8  
Sweden 1.2  1.0  0.3  .. .. .. .. 0.0  2.5  
United Kingdom 0.0  0.0  0.0  0.0  0.0  0.0  0.0  0.0  0.0  
United States 0.2  0.3  1.8  2.3  2.9  0.8  3.5  3.2  15.4  
Total 34.1  30.9  24.5

  
27.2 
  

19.5
  

17.1 
  

15.9 
  

7.3 176.8 

Source: OECD CRS database 

 

In order to measure aid donors’ contribution to the stabilisation and equitable growth 

of the post-conflict economy, three types of production aid types namely agriculture, 

fishing and tourism are taken into account by this study. 

Agriculture 

Scholars have made attempts to capture the contribution of agricultural output and 

productivity on economic development (Evenson & Pingali, 2010; Gollin, Parente, & 

Rogerson, 2002; Oyakhilomen & Zibah, 2014). The agricultural sector typically places a 

developing country on a sustainable path of development providing much needed raw 

materials and food, employment opportunities and a saleable market surplus for 

export.  

While the agriculture sector is therefore the backbone of many developing countries’ 

economies, their recovery from wars and conflicts means rebuilding and reviving 

agriculture given its fundamental role in alleviating poverty. As poverty is well 

recognised as a cause of conflicts and wars (Miller, 2000), rehabilitating the agriculture 

sector can help alleviate poverty while simultaneously removing impediments to 

peace. According to the report from USAID (2009):  



    

 

  131 

 

Agriculture frequently offers the most promising immediate source of 

livelihood for the majority of the population in post-conflict countries; for this 

reason, it is a critical aspect of early recovery efforts. Restoring agriculture 

(rural security conditions permitting) can have a broad impact on growth and 

offers widespread benefits to returning refugees, internally displaced persons 

(IDPs), and other vulnerable groups. 

Agriculture is the main income source for Sri Lanka, contributing 8.7% of GDP in 2015 

(World Bank, 2017) and indirectly providing many employment opportunities 

(Kelegama, 2016). There are several factors which emphasise its important 

development role in post-conflict Sri Lanka. Among them is the fact that it provides 

employment opportunities for a large fraction of the population (around 80%). Many 

conflict affected areas in the Northern and Eastern provinces were formerly 

agricultural lands, and which, after the end of the war, were used to cultivate onions, 

vegetables, cow pea, lentils, chilli, maize and cassava (Central Bank, 2014). At the end 

of 2012, the sector recorded a growth rate of 7% (Central Bank, 2012).   

After years of internal chaos, government development priorities were set out in the 

National Strategy Mahinda Chintana and in the National Agricultural Policy (2007). 

These strategies promoted a strong regulatory public intervention in agriculture which 

was directed at increasing production of the agricultural sector. Integrating former 

conflict areas into the mainstream of the agricultural development sector and 

developing underdeveloped agriculture lands in Central and Uva provinces should be 

seen as key development priorities.  

Table 6.17 presents information on agriculture aid given by the selected traditional aid 

donors during 2009-2015. Statistics shows only US$ 92.69 million was received from 

traditional donors (total of all agriculture aid) from 2009 – 2015 (OECD, 2017) 

averaging only US$ 45.5 million per year. However, from Table 6.17, it is clear that a 
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considerable amount of agricultural aid was given by Japan (US$ 83.2 million) followed 

by Norway (US$ 6.5 million). 

Table 6.17: Total aid disbursement for the agriculture sector by selected traditional aid 

donors: 2009-2015 (in million US$) 
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Agriculture, Total 0.00 0.23 0.34 83.2 1.07 6.53 0.00 0.00 1.32 
Agricultural policy & 
administrative 
management 

0.00 
 

0.11 
 

0.00 
 

8.48 0.27 0.00 
 

0.00 0.00 0.08 

   Agricultural 
development 

0.00 0.07 
 

0.00 
 

21.22 
 

0.80 2.75 0.00 0.00 0.29 

   Livestock 0.00 0.00 0.00 4.31 0.00 0.0 0.00 0.00 0.00 
   Agricultural research 0.00 0.00 0.00 0.00 0.00 0.18 0.00 0.00 0.00 

Source: Compiled by the author using OECD CRS database 

Fishing industry 

The fishing industry accounts for more than 2% of GDP of Sri Lankan economy (Central 

Bank Report, 2015), earning an income of about US$ 1,350 million in 2015 

(fisheries.gov.lk) and giving employment to around 270,000 fishermen. In 1983, 

conflict-affected Northern and Eastern provinces made the biggest contribution to Sri 

Lanka’s total fish harvest, which was around 56% of all fish production. During the war, 

the fishing production in Northern and Eastern provinces decreased to 17% (Ministry 

of Fisheries and Acquatic Resources Development), and much of the fishing resources 

in the Northern Province remained underexploited during the war (Bavinck & Soosai, 

2012). Before conflict started, Jaffna alone produced 20-25 precent of the total fish 

supply. With the onset of war it dropped to 5% (Siluvaithasan & Stokke, 2006).  

At the end of war, much of the fishing equipment and other supporting infrastructure 

was damaged by the war.  Tran (2015) reveals that fishermen were highly affected by 

war and that “practically all of the fishermen have lost their gear and their boats, so 

they are unable to restart because to start fishing in a proper way they need boats 

which they can't afford”. Repairing or replacing fishing crafts, rehabilitation of 

anchorages and landing sites, develop new fishery harbours and establishment of 
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national-wide fish breeding centres have been identified as some of the important 

needs of the industry (PTF Report 2014). Table 6.18 compares fish production in metric 

tonnes by province in 2010 with 2015. As can be seen, one of the poorest provinces in 

terms of fish catch was Eastern province, followed by Western province with a fish 

catch of 75,380 metric tonnes in 2015 compared to a fish catch of 73,600 metric 

tonnes in 2010. 

Table 6.18: Fish catch (in metric tonnes) 2010 and 2015 

Province 2010 2015 
Western 73,600 75,380 
Southern 80,970 156,530 
Northern 33,600 72,560 
Eastern 92,240 70,800 
North Western 61,860 77,620 
Source: Ministry of Fisheries and Aquatic Fisheries Resources, 2016 

Table 6.19 summarises the fishing aid by the traditional aid donors during 2009-2015. 

As can be seen, from 2009 to 2015, Japan and Norway, as the top two donors, 

provided a total of US$ 9.9 million and US$ 1.4 million dollars respectively. Average 

development assistance from the main traditional donors for this sector was 

significantly low. Under the ‘Negenahira Navodaya’ programme, fishery harbours and 

ports were restored. The Oluvil Harbour Development project was financed by the 

Government of Denmark. India has disbursed a concessional loan of US$ 23 million for 

the renovation and restoration of Kankasanthurai and Point Pedro harbours (Ministry 

of Finance and Planning, 2007). However, total aid received for this sector from the 

main traditional aid donors is not particularly large, which is in contrast to the overall 

priority given to other sectors. 
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Table 6.19: Total aid disbursement for the fishing sector by selected traditional aid 
donors: 2009-2015 (in million US$) 
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Fishing, Total 1.00 0.00 0.41 9.96 0.00 1.44 0.17 0.00 0.00 
   Fishing policy and 

admin. management 
0.00 0.00 

 
0.00 
 

0.55 0.00 
 

0.23 
 

0.00 0.00 0.00 

   Fishery development 1.00 0.00 0.41 1.72 0.00 0.68 0.00 0.00 0.00 
   Fishery research 0.00 0.00 0.00 0.00 0.00 0.02 0.17 0.00 0.00 

Source: Compiled by the author using OECD CRS database 

Tourism 

In discussion of aid to post-conflict tourism promotion in Sri Lanka, the policies and 

practices of aid donors have not been committed unequivocally to promote this sector 

from 2009-2015 except Japan (US$ 2.83 million) and Norway (US$ 0.05 million). By 

looking at aid disbursement patterns, evidence inquires if the bilateral aid donors have 

actually made a long-term support commitment to promote tourism sector in post-

conflict Sri Lanka. 

In a post conflict country, scholars identify tourism as a contributing factor not only for 

development and economic growth but also as a strategy of peace promotion (Alluri, 

2009; Fischer, 2008). Promoting this can bring manyfold benefits. In effect, Alluri 

(2009) suggests that tourism can ensure peace promotion by “developing inclusive 

business models, providing financial and in-kind contributions, promoting 

environmental conservation, reconstructing infrastructure, creating employment, 

supporting women’s initiatives and addressing socio-economic exclusion” (p.20).  

Although this sector is extremely vulnerable to violence such as war and conflicts, with 

the end of such challenges, it generally shows much promise of rapid growth 

(Henderson, 2003). Contemporaneously, with more government spending to tourism 

promotion strategies and more tourist arrivals, Sri Lanka is expected to see a revival of 

this industry coupled with the expectation to make it a model tourist destination and a 

tourism hub in Asia. The proposed ‘Tourism Development Strategy 2011-2016’ of 
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Mahinda Chinthana expects to position Sri Lanka as a tourist hub as a long-term 

development goal; increase tourist arrival from 650,000 in 2010 to 2.5 million by 2016, 

increase employment opportunities in tourism-related sectors from 125,000 in 2010 to 

500,000 by 2016; and ensure equal economic benefits to a larger cross section of the 

society are some of the strategies that promote this goal. 

Table 6.20 sets out the traditional aid donors and volume of tourism industry related 

aid given by them to Sri Lanka over the period from 2009-2015. As shown in Table 

6.20, Japan is the major funder of tourism development and support services. 

 

Table 6.20: Total aid disbursement for the tourism sector by selected traditional aid 
donors: 2009-2015 (in million US$) 
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Tourism, total 0.00 0.00 0.00 25.95 0.00 0.09 0.00 0.00 0.00 
   Tourism policy and 

admin. management 
0.00 
 

0.00 
 

0.00 
 

25.95 
 

0.00 
 

0.09 0.00 0.00 0.00 

Source: Compiled by the author using OECD CRS database 

6.2.4 Strengthening constitutional government 

Many post conflict countries face perplexing questions of restoring good order at 

government, re-establish democracy and promote peace in the civil society (Diamond, 

2005; Zeeuw & Kumar, 2006). Forming development priorities in such volatile societies 

cannot be alienated from mainstream political structure and all communities directly 

and indirectly affected by the war. Within such context, the governments require to 

implement an inclusive policy dialogue as a measure to consolidate peace (Boyce, 

2002). Practical issues also emerge in the post-conflict landscape such as to raise the 

awareness about ethnic cohesion, integrate former combatants into the society and 

promote new political order (Diamond, 2005; Hoove & Scholtbach, 2008). State-centric 

strategies must address these multifaceted issues while donor interference should also 

be tried. Hurwitz and Studdard (2005) note that post-conflict states need special 
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attention to recover from conflicts and that the international community should help 

them with “constitution-making and legislative drafting; judicial and law enforcement 

reforms; support to human rights institutions; anticorruption and transparency 

initiatives; regulatory mechanisms and administrative law; and the establishment of 

transitional justice mechanisms” (pp.1-2) 

The traditional donor community’s interests in this goal in terms of war affected Sri 

Lanka often found during and aftermath of the war. At the 2003 Tokyo aid conference, 

US$ 4.5 billion was pledged by the donor community in return of government’s 

compliance over “the CFA [Cease Fire Agreement], Muslim participation in the talks, 

promotion and protection of human rights, gender equity, and progress toward a final 

political settlement” (Sørbø, Goodhand, Klem, Nissen, & Selbervik, 2011, p. 46). There 

were also rumours that accused Norway trying to cut off aid to Sri Lanka given the 

government’s reluctance to negotiate with the LTTE early 2005 onwards (Sørbø et al., 

2011).  

Table 6.21 details the total aid given by selected traditional aid donors for the 

promotion of constitutional government over the period from 2002-2015 Traditional 

donors’ aid commitments are shown to have fluctuated since 2002. The first post-

conflict era commenced with the signing of the peace agreement in 2002, and which 

saw a considerable increase in aid (from US$ 18 million in 2002 to US$ 33 million in 

2003), particularly from the USA and Norway. Such an initial rise in aid disbursements 

were in part due to Norway’s role of peace facilitator in the 2002 peace talks (Sørbø et 

al., 2011). As shown by the table, total aid for promotion of constitutional government 

remained largely unchanged over the period from 2004-2007. It is also evident that 

there was a considerable fall in constitutional aid to Sri Lanka in 2008. While aid levels 

rose over the succeeding two years, between 2012 and 2015 aid recommenced its 

downward trend bottoming out at US$ 28 million in 201. This can be attributed to the 

government’s failure to find a political solution to ongoing communal issues as it had 

promised. However, after the Sri Lankan government decided to withdraw from the 

peace negotiations and decided to find a military solution for the conflict in 2008, 
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Norway’s and the USA’s displeasure translated into aid cuts. Most of the other ‘like- 

minded’ traditional donor countries also followed suit. Nevertheless, of all donors, the 

USA has given the most aid - around US$ 188 million - followed by Norway, (US$ 129 

million).  

Table 6.21: Total aid disbursement for strengthening constitutional government by 
selected traditional aid donors 2002-2015 (in million US$) 

 

 

Source: OECD CRS database 

In order to measure aid donors’ contribution to strengthen constitutional government 

in post-conflict Sri Lanka, two types of aid namely government and civil society and 

conflict, peace and security are taken into account by this study.  

Government and civil society 

In the post-conflict setting, efforts that help the government to increase its good 

governance and efficiency have brought the attention of policy makers and aid donors 

as successful tools of conflict resolution (Debiel & Terlinden, 2005). Many recognise 

that the absence of the rule of law and proper judicial procedure as a reason for 

conflict and a cause that perpetuates political instability (Hurwitz & Studdard, 2005). 

The need for restoring legal and judicial power is therefore likely to encourage donors-

recipient cooperation (Voorhoeve, 2006).  

        Year 
Donor 

 2002 2003  2004  2005  2006  2007  2008  2009  2010  2011  2012  2013  2014  2015  Total 

Denmark .. 2.37  5.14  4.27  0.92  0.59  0.45  1.78  1.47  0.27  0.27  0.12  0.11  0.03  17.80  
France .. 0.00  0.01  0.01  .. .. .. .. .. 0.00  0.01  0.00  .. 0.00  0.04  
Germany 0.14  2.16  1.70  3.94  2.98  2.92  3.74  4.79  6.33  6.53  4.62  3.54  2.33  1.92  47.65  
Japan .. 1.72  0.59  0.26  0.47  9.91  0.12  0.48  4.09  7.41  2.90  1.83  2.98  7.46  40.22  
Netherlands 2.16  1.43  1.29  0.56  0.72  0.97  0.89  0.95  1.56  0.92  0.31  0.02  0.01  .. 11.78  
Norway 11.87  5.34  15.16  15.17  16.81  13.74  8.05  9.78  9.16  7.93  6.71  3.98  3.05  2.52  129.27  
Sweden 3.51  4.81  8.45  9.79  8.36  6.76  3.73  5.24  2.45  2.01  1.28  1.42  1.51  1.61  60.94  
Switzerland .. 1.80  1.61  2.74  2.38  2.09  1.90  1.07  1.17  1.07  1.35  1.35  0.74  0.57  19.85  
UK 0.55  5.35  7.68  0.64  3.49  5.61  0.47  1.43  3.85  2.61  4.14  4.57  4.86  4.34  49.61  
USA 0.60  8.52  11.03  15.75  17.86  13.56  11.17  10.35  18.87  19.61  17.10  20.50  14.38  9.59  188.88  
Total 18.83  33.52  52.67  53.12  53.99  56.15  30.51  35.87  48.96  48.34  38.70  37.33  29.97  28.05  566.04 

http://stats.oecd.org/
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Table 6.22 depicts total aid disbursements by traditional aid donors for the promotion 

of government and civil society development in Sri Lanka between 2009 and 2015. It 

can be seen from the table that the USA was in forefront disbursing more than US$ 

115 million for the promotion of government and civil society and conflict, peace and 

security development between 2009 and 2015. Out of US$ 115 million, approximately 

US$ 46 million has given to address governance related needs. As shown by Table 6.22, 

Norway was the second largest aid donor providing a total of US$ 64.2 million.  

Table 6.22: Total aid disbursement for government and civil society development by 
selected traditional aid donors (in million US$) 
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Government & civil 
society total 
(Government and civil 
society development 
+conflict, peace and 
security aid) 

5.18 0.02 38.22 34.68 
 

5.56 64.24 21.44 26.32 115.36 

Government and civil 
society development 

2.4 0.01 4.4 11.4 3.9 33.3 19.1 4.7 46.1 

• Legal and 
judicial      
development 

0.00  0.00  2.07 0.09  
 

0.0  2.19  0.99  0.40  10.34  

• Elections 0.00  0.00  0.57 0.07  0.10  0.32  0.06  0.53  3.04  
• Human Rights 0.84 0.00 0.60 0.00 2.6 4.30 1.71 0.84 11.55 

Source: Compiled by the author using OECD CRS database 

A Memorandum of Understanding on Rule of Law Capacity Building Assistance was 

signed between the US and Sri Lankan governments facilitating the building up of local 

capacity in particular areas such as improving the effectiveness of government 

authorities for responsible investigations against transnational crimes and education of 

officials with specialised skills to investigate serious offences such as bribery and 

corruption and illegal drug trafficking ("Sri Lanka and the USA sign MoU on Rule of Law 

Capacity Building Assistance," 2015). During 2000 and 2001, the USA took the 

opportunity to allocate aid through two prominent projects. The first was known as 
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the Legal and Judicial Reform Project worth of US$ 18.2 million, which was designed to 

enhance the capacity for more transparent legal and judicial processes. The second 

was the Land Titling and Related Services Project worth of US$ 6.7 million, which 

offered financial assistance to the improvement of the land administration system in 

Sri Lanka (Initiatives in legal and judicial reform, 2002).  

Conducting fair and timely elections has been a part of the national reconciliation 

process (Large, 2016) and a part of post-conflict democratisation (Hoove & Scholtbach, 

2008). Under the special integration policy, in September 2013, the Northern Province 

hosted the first provincial council elections in 25 years of war, out in which a Tamil 

political party, the Tamil National Alliance led by Sampanthan, received the second 

most votes. The election was recorded as fair and peaceful allowing more than 22 

political parties to contest. Voter participation was modest, with turnouts around 70% 

in four districts and more than 64% turnouts in two districts. The election was 

successfully conducted and was commended by the international community as a 

victory of democracy. As is shown by table 6.22, USA has given the most aid (US$ 3.04 

million) to support holding fair elections. 

Human rights are recognised as conditions that need to be advanced in all types of 

societies, in particular in post-conflict societies given human rights deprivation is a 

cause of conflict and war. Table 6.23 shows that the USA (US$ 11.5 million) and 

Norway (US$ 4.3 million) were the pioneer aid providers for human rights 

development in post-conflict Sri Lanka. Since the end of the war, promotion of human 

rights has been a key focus of aid donors. The USA’s mandated focus on upholding and 

protecting human rights has had some success in encouraging in Sri Lanka 

reconciliation through a process known as the Lessons Learnt and Reconciliation 

Commission (LLRC) set up in May 2010. The commission addressed five areas of 

priority: issues related to reconciliation, humanitarian law, human rights, return of 

IDPs and their settlement and restitution and compensatory relief. In addition the USA 

pressed for UNHCR investigations following the visit of its High Commissioner, Louise 

Arbour and applied pressure to have the grievances addressed promptly.  
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Conflict, peace and security  

While security sector reforms is based on the principles of rebuilding a state's security 

sector, in a post conflict environment it often intersects with the need for a more 

thoroughgoing reform of the existing security sector as an effective mean of 

addressing post conflict peace and security needs. However while this process is 

generally regarded as extremely important in post-conflict settings, there is not only a 

lack of donor and government assistance but also a lack of a donors-Sri Lanka dialogue 

over security sector reform (Pavey & Smith, 2009).  

Table 6.23 presents the total aid given to the government of Sri Lanka by traditional 

aid donors for the promotion of peace and security sector development between 2009 

and 2015. It can be seen from the table that many like-minded traditional donors such 

as UK, Norway and USA are the main countries encouraging prevention of conflict and 

security system management and reform in post-conflict Sri Lanka.  

Table 6.23: Total aid disbursement for peace and security development by selected 
traditional aid donors (in million US$) 
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Government & civil 
society total 
(Government and civil 
society development 
+conflict, peace and 
security aid) 

5.18  0.02  38.22 34.68  
 

5.56  64.24  21.44  26.32 115.36 

Conflict, Peace and 
security  

2.74 0.0 33.79 23.28 1.57 30.89 2.29 21.52 69.20 

• Civilian 
peace-
building 

0.00  
 

0.00  
 

25.0 4.19  
 

0.24  
 

17.13  
 

0.18  
 

10.98 
 

40.51  
 

• Removal of 
land mines 
and 
explosive 
remnants of 
war 

2.74  
 

0.00  
 

2.24 
 

8.98  
 

0.000  
 

10.12  
 

1.81  
 

8.65  
 

.84  
 

Source: Compiled by the author using OECD CRS database 
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In particular it is noted that the government’s armed forces are equipped with 

significant resources with over 200,000 military force, with a defence budget over 85 

billion in 2015. During the war the Government diverted much of their expenditure to 

defence and public security sectors. Consequently, at the end of the war, Sri Lanka 

faced the challenge of a wholesale reform of the (highly militarised) security sector in a 

timely and more representative manner.    

Table 6.24 sets out the all DAC countries total aid disbursement to Sri Lanka for the 

promotion of civilian centred conflict and peace building over the period from 2004-

2015. Aid donors have recently adopted civilian peace building in their aid allocation 

decisions (Goetschel & Hagmann, 2009), in which good governance and civil society 

come to be seen as the most important basis for a durable peace. From this 

understanding, the post-conflict reconstruction process recognises society’s influence 

on peace building. In concert with this approach, the international community has also 

been called for civilian centred aid to Sri Lanka over the past decade.  

However, as seen from Table 6.24, in the absence of a peaceful transformation from 

war to peace in Sri Lanka, donor efforts attracted lesser prominence and as the table 

indicates, donors’ assistance in encouraging civilian based peace building activities did 

not rise significant in response. As can be seen from Table 6.24, Sri Lanka received the 

highest amount of civilian peace building aid in 2010 from all DAC donors, which is US$ 

27.8 million. 

Table 6.24: Total aid disbursement by all DAC countries for conflict, peace and security 
building in Sri Lanka: 2004-2015 (in million US$) 

Donor  2004  2005 2006  2007  2008  2009  2010  2011  2012  2013  2014  2015  
DAC 
countries, 
Total 

7.0 15.9 27.7 19.4 11.4 20.4 27.8 4.7 16.8 18.5 12.9 8.8 

Source: OECD CRS database 

Table 6.25 summarises de-mining activities in post-conflict Sri Lanka to March 2014. At 

the time of commencement of the post-conflict era in May 2009, removing landmines 

and unexploded ordinances (UXOs) was regarded as a major policy concern and an 
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immediate challenge. All the more so given, after the war ended, there were around 

300,000 IDPs who were expecting to return to their villages. However, 640 villages, 

mainly situated in Mullaitivu and Killinochchi districts, were heavily contaminated by 

landmines and UXOs. The 2012 Ministry of Planning and Finance report reveals there 

were over 1.3 million landmines in the conflict affected area. According to the table 

6.25, the government and the aid donors showed a willingness to accelerate demining 

activities and resettle IDPs. As a result, from 2009-2011, a total of 1577 km2 were 

cleared for livelihood development and infrastructure activities. Some 295,136 IDPs in 

the North had been resettled in de-minned areas by 2013; and most of the towns, 

villages and agricultural areas were cleared by March 2014 except 82 Sq. km of 

forested regions (see table 6.25).  

Table 6.25: De-mining programmes in post-conflict Sri Lanka to March 2014 

Description 
 

Unit 
 

Amount 

Area cleared - clearance progress    
       From 2002 to May 2009 Km2 359 
       From June 2009 to March 2014 Km2 1,623 
Area to be cleared Km2 82 
Total expenditure by the Government 2009 - March 2014 (Including 
expenditure made under Uthuruwasanthaya and salaries of soldiers etc.) 

Rs. Mn 
 

12,174 

Total expenditure by foreign development partners and other NGOs INGOs Rs. Mn 
 

9,247 

Source: Ministry of Economic Development 

The demining initiatives in post-conflict Sri Lanka were a successful combination 

between the donor community and the Sri Lankan government. The Sri Lanka National 

Mine Action Centre (SLNMAC) under the Ministry of Economic Development (MED) 

coordinated the demining activities while the National Steering Committee for Mine 

Action (NSCMA) collaborated with SLNMAC in the decision making activities. The 

Humanitarian De-mining Unit (HDU) of the Sri Lankan army was involved in mine 

cleaning operations with eight other foreign and local operators (The HALO Trust, the 

Danish Demining Group, Foundation Suisse de Déminage, the Mines Advisory Group, 

Sarvatra, Horizon and the Milinda Moragoda Institute for Peoples’ Empowerment). 

Among main aid donors, Australia, United States, Japan, China and India were in 

forefront.  
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6.3 Assessment of how aid donors address post-conflict development priorities in Sri 
Lanka  

The above discussion on sectoral aid allocation highlights a number of concerns.  

1. After reviewing development priorities, this study indicates that the prolonged 

conflict had significant development repercussions for both conflict affected and non-

affected areas. In dealing with provinces emerging out of war such as the North and 

the East, the Government was challenged to fulfil development needs unique to post-

conflict periods (e.g., resettlement, rehabilitation, demining etc.). In terms of areas not 

affected by war, aid has increased both in volume and scale, but development 

performances have varied within these provinces (e.g., in education and health). Due 

to the variation of development priorities across provinces and the development 

retarding effects of war on the  entire country, post-conflict development cannot be 

measured merely in terms of war affected areas or areas not affected directly by war. 

Therefore alongside the government, aid donors – comprising both traditional and 

non-traditional donors – should have taken into consideration these broader issues 

relating to Sri Lanka’s development. 

2. Compatibility of traditional aid donors’ aid allocation decisions with post-conflict Sri 

Lanka’s development priorities. 

First, when traditional aid donors’ pattern of aid disbursement is compared to 

development priorities, more revealing, however, are the indications that many aid 

donors have been reluctant to prioritise post-conflict development prioritiy of 

stabilisation and equitable growth of post-conflcit economy (total US$ 176 million over 

the period from 2008-2015) and strengthening of constitutional government (total US$ 

176 million over the period from 2008-2015) in their post-conflict aid allocation 

agendas. Surprisingly, the development priority of stabilisation and equitable growth 

did not attract traditional aid donors’ attention remaining at an all-time low before and 

after the war. Since 2008, aid for promoting a constitutional government started to 

increase. Like-minded traditional aid donors provided the largest share of aid.   
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Second, donors subsequently found it in their interest to give more aid to 

reconstructing social and economic infrastructure and restoring services. The 

proportion of social infrastructure for the period from 2008-2015 is US$ 988 million. 

However, it should be noted that of all aid flows to post-conflict Sri Lanka, Japan 

contributed more than half. The lion's share of the infrastructure and social services 

aid was given to education and health development.  

Third, the development priority - economic infrastructure development – was seen to 

be closer to Sri Lankan development priorities and attracted a total of US$ 2071 million 

from traditional donors.  Yet Japan contributed a significantly higher amount of aid to 

this sector than other traditional donors (US$ 1765 million). Moreover, the overall aid 

contribution from donors representing the western hemisphere was low, reaching less 

than US$ 9 million in 2013.   

Fourth, more than US$ 500 million was directed to safety and security development of 

post-conflict Sri Lanka, and traditional Western aid donors or ‘like-minded’ donors, 

especially the USA clearly indicated the emphasis of the promotion of this 

development priority.  

Figure 6.1 rated selected traditional aid donors’ preference for selected post-conflict 

development priorities between 2008 and 2009. Taking all donors collectively, some 

trends are clear; most aid was spent on economic infrastructure development. 

Stabilisation of economy and constitutional development received the least minimal 

attention. Traditional aid donors shown to have maintained a modest contribution to 

safety and security development of post-conflict of Sri Lanka over the period from 

2008-2015. It is noted that among all donors, Japan made the highest commitment 

even when other traditional donors were significantly decreasing aid.  
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Figure 6.1: Aid disbursement patterns of traditional donors 

Source: Compiled by the author using OECD CRS database 

3. Compatibility of non-traditional aid donors’ aid allocation decisions with post-

conflict Sri Lanka’s development priorities. 

Traditional aid donors’ main counterpart, China, has changed the entire post-conflict 

aid landscape. Chinese aid to Sri Lanka was made to directly fit with the Rajapaksha 

government’s post-conflict development policies. That meant a far greater focus on 

the economic infrastructure sector. Although there were criticisms over the disparity in 

the success of many development projects funded by China, the Sri Lankan 

government made no move to restrict the flow of Chinese aid.  Turning to motivations 

driving India’s aid practices, they appear largely explained by its development 

priorities. That is, more aid from India was given to development projects in Northern 

and Eastern provinces. 

4. Prevalence of different interpretations of post-conflict development  

A number of mismatches between traditional and non-traditional donors’ thinking and 

donors and aid recipients’ thinking concerning post-conflict development priorities, are 

reflected in their aid giving and receiving priorities and are traced below through 

above discussion on sectoral aid.  
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Donor-donor mismatch over development priorities: a closer look at the pattern of 

decreasing aid from traditional donors and increasing aid from new aid donors 

suggests that donors’ have different ideas of what post conflict development is. An 

important reason why aid, primarily from traditional sources, came to a standstill was 

their assumption that Sri Lanka’s development needs should be linked to surges of 

peace related outcomes. Consequently, traditional aid flows were based on the 

expectation that Sri Lanka could accept demands for conditionality in the immediate 

aftermath of the war. In sum, aid donors prioritise their own interpretation of post-

conflict development in Sri Lanka. 

 

On the other hand it is clear that new sources of international development finance 

rose so strongly because the non-traditional donors’ stance about post-conflict 

development of Sri Lanka diverged in significant ways from the liberal democratic 

thinking of traditional aid donors. It is not clear if these latter aid donors were 

concerned that their aid allocation would have a lasting developmental impact, 

especially in terms of post-conflict countries.  

 

The evidence from post-conflict Sri Lanka shows that aid donors respond to post 

conflict development needs differently and unequally. To be more precise, donors 

have their own assessment of what post-conflict development priorities are. Thus, 

allocating aid for specific sectors denotes aid donors’ interests towards aid recipients. 

Empirical studies investigating the impact of such trends on a post-conflict country are 

rare. In filling this gap, this chapter finds that aid allocation by donors represent 

selective responses to their own interpretation of post-conflict development.  

 

Donor-recipient mismatches over development priorities: the variations in donors’ 

selection of development priorities suggest that donors paid a varying amount of 

attention to aid priorities in post-conflict Sri Lanka. On the other hand, by receiving 

large amounts of development finance from China for specific development priorities 

and for which terms have been easy and flexible, the degree of agreement between 
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China and the Sri Lankan government on development priorities has been high. 

However when aid is received for infrastructure projects in this fashion, there is a 

tendency for other development priorities to remain unnoticed or neglected. 

 

6.4 Conclusion  

There are a number of concerns which have structured the debate over Sri Lanka’s 

response to aid donors’ different interpretations of post conflict development. 

From the outset, there is agreement that post-conflict countries need aid, which needs 

to be allocated to ensure post-conflict development. Yet the study has found that 

considerable variations exist traditional and non-traditional donors’ decision about 

foreign aid allocation patterns, including the volume of aid and a sector’s target. What 

stands out in terms of post-conflict development in Sri Lanka is the clear differentiation 

of aid donors’ support for distinctively different post-conflict recovery outcomes.  

Post-conflict Sri Lanka received most commercial credits from China. One reason for 

this is that Sri Lanka has grown significantly and graduated from a low-income to a 

middle-income status. Drawing on the accumulated experience of aid recipients’ 

transitions, it may thus be asserted that recipient countries need no longer be passive 

actors in the business of receiving aid (Lancaster and Wangue 2000; Whitfield & Fraser, 

2010) given their ability to secure more loans from new sources of development.  

Thus, as long as the mismatch between actual development needs and donors’ 

interpretations of development needs exists, aid recipients can use this as a catalyst to 

promote an alternative development debate. That is, the opportunity is afforded to aid 

recipients to devise aid policies around their own development priorities. Therefore 

this study suggests different interpretations held by aid donors about Sri Lanka’s post-

conflict development has allowed the Sri Lankan government to reshape its discourse 

on post-conflict development needs.  Specifically, it has been able to insist that post-

conflict recovery should be achieved primarily through an economic infrastructure 

development centred discourse rather than a peace related one. In short, in tandem 

with Sri Lanka’s preference for economic infrastructure development, the new 
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discourse has also signalled that Sri Lanka prefers the aid of new aid donors over that 

of traditional donors. 

This chapter’s discussion on Sri Lanka’s tilt towards China will be used in the next 

chapter to examine whether new forms of aid flows undermine aid ownership.  This 

study has already demonstrated that by allowing large scale aid from non-traditional 

aid donors, Sri Lanka has, in the process, developed a new approach to the use of 

development assistance. This study also suggests that such a change of direction has 

tended to create interrelated and distinctly new problems.  

These issues will be discussed in Chapter Seven. 
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Chapter 7 : Aid ownership in the context of post-conflict Sri Lanka 

7.1 Introduction 

How was aid ownership feasible in post-conflict Sri Lanka? As noted in the previous 

chapter, there were challenges in realising this goal.  On one hand, Sri Lanka tilted 

heavily towards China and its commercial loans rather than showing compliance with 

traditional donors’ aid conditionalities and political demands. On the other hand, in 

post-conflict Sri Lanka, there were also conflicting development priorities among aid 

donors, as well as multiple interpretations of what post-conflict Sri Lanka should 

become. In such a situation, Sri Lanka faced the prospect, not merely of having to 

subordinate some of the more difficult reforms such as political solution for the 

conflcit, but also to demonstrate its willingness to receive more aid.  The discussion 

about Sri Lanka’s particular aid needs in Chapter 6 also shows that aid donors have 

different ways of thinking about post-conflict development – ways which may often 

differ between donors.  How this lack of consensus between traditional and new aid 

donors over the most appropriate development priorities for post-conflict Sri Lanka 

might be an issue for aid ownership is discussed in this chapter. 

This study argues while there is no consensus among aid donors about what post-

conflict development priorities are, recipients tend to put more stock on aid donors 

having less political pressure through aid. Traditional donors tend to prefer to impose 

more comprehensive aid conditionality which recipients see as difficult or unwilling to 

implement: that is, they want to have what is termed in this study as ‘conditionality 

selectivity’. This suggests that given the difficulty of reaching agreement on a set of 

development priorities in post-conflict countries, the recipient will be faced with 

choosing between aid donors’ differing priorities. Sri Lanka’s choice of China as the 

main aid donor, this study further argues, may be made not because Sri Lanka agrees 

with China over what post-conflict development priorities should be. Rather, because 

Sri Lanka needed to maintain a significant level of policy dialogue with China. On the 

other hand, Sri Lanka was forced to maintain at least a low level policy dialogue with 

donors having aid conditionalities that were difficult to comply with.  These traditional 
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donors, although insignificant in promoting post-conflict Sri Lanka’s development 

agenda, were maintaining a significant upper hand of international politics and 

economy. A complete ignorance of them was no simple task.  How then does building 

a close dialogue with non-traditional donors, or the capacity to have ‘conditionality 

selectivity’ impact on aid ownership? In other words, what is the impact of choosing 

China as the closest development partner on aid ownership?  

Collier (2003) writes that country ownership of development matters in post-conflict 

settings just as much, if not more, than under normal conditions for development.  

Arguments that have gained considerable currency suggest that aid will be more 

effective if there is a greater ‘country ownership’ by recipient government over donor 

countries when designing programs using aid money. According to Whitfield and 

Fraser (2010), ownership refers to “the degree of control that recipient governments 

are able to exercise over policy design and implementation, irrespective of the 

objectives they pursue” (p. 343). The Busan partnership agreement suggests 

ownership is a shared principle that allows donors and recipients to meaningfully 

engage in a discussion about the development priorities of developing countries. 

Therefore, the agreement argues, “….partnerships for development can only succeed if 

they are led by developing countries, implementing approaches that are tailored to 

country--specific situations and needs.” (Busan Partnership Agreement, Article 11).  

The next section will provide a detailed analysis of aid ownership. Section 7.3 

elaborates on the various aid development priorities of traditional and non-traditional 

donors. In section 7.4, post-conflict Sri Lanka’s closer alignment with new aid donors is 

discussed posing the question of whether tilting towards China means Sri Lanka is 

losing control of its development policy agenda. 

7.2 Aid ownership  

To highlight the point that aid ownership matters, it is instructive to revisit 

international approaches and dialogues on aid ownership. Four types of institutional 

dialogues are relevant: the Paris Declaration on Aid Effectiveness (2005), the Accra 

Agenda for Action (2008), the Busan Partnership for Effective Development Co-
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operation (November 2011) and the New Deal For Engagement in Fragile States 

(November 2011).  

The focal point of the Paris Declaration is aid ownership, representing a consensus 

built by key stakeholders including more than 100 countries in February 2005. At the 

heart of the Paris effort was a broader commitment about how to ensure effectiveness 

of aid. Five key suggestions of partnership commitments between aid recipients and 

aid owners evolved, which put aid ownership at the centre of the discussion. According 

to the Paris declaration, aid ownership is assured when “partner countries exercise 

effective leadership over their development policies, and strategies and co-ordinate 

development actions” (Paris Declaration on Aid Effectiveness, 2005). Several 

responsibilities for recipients are highlighted under normal conditions for 

development:  

1. Exercise leadership in developing and implementing their national 

development strategies through broad consultative processes. 

2. Translate these national development strategies into prioritised results-

oriented operational programmes as expressed in medium-term expenditure 

frameworks and annual budgets. 

3. Take the lead in co-ordinating aid at all levels, in conjunction with other 

development resources, in dialogue with donors and encouraging the 

participation of civil society and the private sector. (Paris Declaration on Aid 

Effectiveness, 2005) 

Donors also need to “respect partner country leadership and help strengthen their 

capacity to exercise it” (Paris Declaration on Aid Effectiveness, 2005). The starting 

assumption of aid ownership in the Paris Declaration is, in a nutshell, to ensure that aid 

recipients take ultimate leading responsibility for their development work, while 

donors for their part should help recipients by strengthening and building such 

leadership.  
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An alternative proposal came into being in 2009 known as the Accra Agenda for Action, 

which reviewed the inadequate progress of the Paris Declaration and took into account 

the shifts in international aid business. The Accra Agenda primarily focuses on both 

emerging aid donors such as China and India and on the necessity for more aid for new 

areas of development. Compared to the Paris Declaration, the Accra Agenda proposed 

a coherent approach for development through the contribution of more than 80 

developing countries, bilateral aid donors, multilateral aid organisations, private 

funding agencies and civil society organisations. However, the Accra Agenda and the 

Paris Declaration are two aid effectiveness instruments that are mutually linked. Aid 

ownership remains central to the principles of the Accra Agenda.   That is, as the 

Agenda states:  

Country ownership is key. Developing country governments will take stronger 

leadership of their own development policies, and will engage with their 

parliaments and citizens in shaping those policies. Donors will support them by 

respecting countries’ priorities, investing in their human resources and 

institutions, making greater use of their systems to deliver aid, and increasing 

the predictability of aid flows (ACCRA Agenda, 2008) 

With the aim of building a more prominent role in aid ownership, the Accra Agenda 

proposes that developing countries overcome problems of cooperation through strong 

institutions, systems, and national expertise and working closely with donors to 

strengthen an inclusive dialogue on development policies (Accra Agenda, 2008). As 

such, according to the Accra Agenda, the most prominent precondition for an effective 

partnership is a government that is legitimate, responsive and accountable.   

At the Fourth High Level Forum on Aid Effectiveness has taken place in Busan, South 

Korea in 2011 the need for donor – recipient dialogue and cooperation was re-

emphasised. Stakeholders agreed that “partnerships for development can only 
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succeed if they are led by developing countries, implementing approaches that are 

tailored to country-specific situations and needs” (OECD, 2011).  

The longstanding development partnership between developed and developing 

countries or ‘north-South development cooperation’ has been a major emphasis in 

previous aid effectiveness instruments. However, there has been the emergence of the 

South-South development dialogue in which and a diverse range of aid partners have 

been involved.  With the emergence of new aid donors, differential commitment tasks 

were encouraged to be adopted and implemented. As a result, while tradition donors  

have pledged to adhere to the Paris and Accra principles, emerging non-traditional 

donors are invited to implement the same principles on a discretionary manner 

(OXFAM, 2012). The Busan Partnership Agreement mentions:  

While North-South co-operation remains the main form of development co-

operation, South-South co-operation continues to evolve, providing additional 

diversity of resources for development. At Busan, we now all form an integral 

part of a new and more inclusive development agenda, in which these actors 

participate on the basis of common goals, shared principles and differential 

commitments (OECD, 2011). 

The old focus of aid ownership did not change under the Busan agreement reiterating 

recipients’ responsibility for designing their own development agenda. It follows that 

aid donors and recipients are enjoined to adopt a plan of development cooperation, 

which should highlight the priority needs of developing countries. Under such a 

process, where necessary, donors would be encouraged to renegotiate their aid terms 

with the partner country.  

The Paris Declaration, the Accra Agenda and the Busan Partnership Framework of Aid 

Ownership encourage an ‘inclusive dialogue’ between donor governments, recipient 

governments and stakeholders to make aid more effective and sustainable. However, 
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new concerns about the feasibility of such a dialogue on aid ownership for a post-

conflict country have been raised. The continuous engagement of the G7+ group – 

composed of 19 fragile and post-conflict countries - proposed a new institutional 

framework for peace building and state building in fragile and post-conflict countries. 

Responding to these practical concerns, at the Busan meeting, a New Deal for 

Engagement of Fragile States (also known as the New Deal) was endorsed in November 

2011.  

The New Deal has clear incentives for helping those affected by conflicts. It was born 

out of the rapidly evolving assertion that development in post-conflict and fragile 

countries is different to normal processes of development. It also recognises that 

development efforts may well be insufficient in addressing the root causes of conflict 

and fragility. Table 7.1 introduces core principals of New Deal. The New Deal is 

predicated on three building blocks: PSGs, FOCUS and TRUST. PSG refers to state-

building goals; FOCUS reflects the new pillars of engagement; and TRUST is an acronym 

for mutual commitments (Hughes, Hooley, Hage, & Ingram, 2014; Pires, 2012). 

Table 7.1: Three building blocks of New Deal 

 

PSGs 
 

1. Fostering inclusive politics 
2. Establishing security 
3. Increasing access to justice 
4. Generating employment and improving livelihoods 
5. Managing revenue and delivering services 

FOCUS 1 Fragility assessment  
2 One vision, one plan  
3 Create a compact  
4 Use PSGs to monitor progress  
5 Support political dialogue and leadership 

TRUST 1 Transparency  
2 Risk-sharing  
3 Use and strengthen country systems  
4 Strengthening capacities  
5 Timely and predictable aid 

Source: Hughes et al. (2014) 
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The FSG principles focus on the lack of a sustained dialogue on the key causes that 

could make a country fragile and on post-conflict situations (Hughes et al., 2014). The 

goals of FGS principles are to encourage development partners and recipients 

collectively to determine development priorities. The FOCUS principles, on the other 

hand, represent a commitment to build a “country-led” and “country-owned” 

transition. Under FOCUS a fragility assessment is employed to educate stakeholders 

about the causes of fragility, and, in the process, examine critically the short to long 

term peacebuilding priorities. As a result, a deeper harmonisation between donors and 

recipients is envisaged.  

When all the New Deal principles and efforts to realise them are assembled, it is clear 

they reflect a fundamental shifts in aid business and provide a new perspective on how 

nationally planned and nationally owned state building and peace building efforts can 

be  encouraged. The New Deal aims for a fundamental change in the way that partners 

do business (Hearn, 2016). Hearn (2016) identifies three main goals of the New Deal: 1. 

A focus on the right priorities; 2. A transition from fragility must be country-owned and 

led; 3. Resources must be used effectively and build on local capacities and systems 

(p.19).  

In all key documents on aid effectiveness, aid ownership is clearly defined. Yet, 

converting these principles into practice has proved to be complex and difficult and 

has led to considerable criticism. The major criticism has built around the practical 

difficulty of collectively address development priorities. The stated purpose of aid 

ownership is for donors to encourage country-owned and county-led policies. However 

as Chandy (2011) notes, the Paris Declaration is proposing a bureaucratic solution to a 

problem that is largely political. Aid allocations are political decisions, in which aid 

donors’ intentions for a successful promotion of development are now being 

questioned.  

There have been widespread concerns over whether aid recipients can take the lead in 

the aid development dialogue. The failure to do so and assume a leadership role can 

be due to a lack of capacity or will. Almost all development aid recipients are poor 
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developing countries, and among them are more than 40 which are in post-conflict 

and/or fragile states, and therefore weak in negotiation capital. In such a situation, 

rather than negotiate country ownership of development, aid donors tend to lead the 

development dialogue and dominated the formation of a recipient’s development 

agenda. Even more evident, is that, despite the acknowledgement that there needs to 

bed a balance between aid donors and recipients input to ensure aid efficacy, a mutual 

dialogue on aid ownership in post-conflict setting has proved to be problematic. 

A study by Whitfield (2009a) recognises this problem. The author suggests that to 

“step back from [the] domestic decision making arena” (Whitfield, 2009a, p. 10) does 

more good than harm to a recipient country. Giving due respect to a country’s 

development priorities and aiding the recipient government to achieve them will, the 

author asserts, be more productive. An aid recipient’s experiments with their 

economic policy should not be treated negatively even if such policy changes 

contradict aid donors’ aid giving motivations.  

Thus the underlying contention of the aid ownership discourse is that aid ownership is 

a mutual process; recipients design country-owned and country-led development 

programmes while aid donors should adjust their policies to help the recipients to 

achieve these development goals. How such a mutual process can work in post-conflict 

Sri Lanka will be discussed in the following section.   

7.3 Focusing on ‘right’ development priorities 

During last decade, the aid business landscape has changed rapidly. Within the global 

aid business new aid donors have emerged - e.g., India, China, Brazil - who maintain a 

very different approach to aid than traditional donors. BRICS nations (an association of 

five major emerging national economies)  - Brazil, Russia, India, China and South Africa 

- prefer extending aid to developing countries without imposing political conditions or 

with less conditionality compared to traditional aid donors (Chanana, 2009). Given the 

changes these countries have brought to the aid business, the aid effectiveness criteria 

laid out under the Paris Declaration and Accra Agenda have proven to be out-dated or 

irrelevant. As a result, the High Level Forum on Aid Effectiveness held in Busan, South 
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Korea in 2011 highlighted new perspectives relating to aid effectiveness and aid 

ownership. Further efforts were made under the ‘new deal for engagement in fragile 

states’ (also known as the New Deal) to address challenges in post-conflict countries 

from a different angle. There was an increasing concentration on the view that aid 

donors should tackle the root causes of conflict by understanding key development 

priorities of post-conflict countries. 

Aid donors holding diverse and fragmented development preferences constitute an 

influencing factor on the development endeavours of the recipient countries. Lack of 

consensus of what constitute development priorities and how they should be 

addressed is a concern of many scholars. For example, for Nordic countries, prominent 

in their aid allocation decisions are developmental and humanitarian concerns (Ram, 

2003). However, the aid policies of emerging aid donors maintain a very different aid 

focus. They prefer extending aid to developing countries without attaching political 

conditionalities or with less conditionality compared to old aid donors (Chanana, 

2009).  According to Price (2005), when giving aid, India considers the political and 

economic benefits of aid. By contrast, the key development priorities of the USA - the 

largest bilateral aid donor in the world - are “promoting economic growth, reducing 

poverty, improving governance, expanding access to health care and education, 

promoting stability in conflictive regions, countering terrorism, promoting human 

rights, strengthening allies, and curbing illicit drug production and trafficking” (Tarnoff 

& Lawson, 2016, p. 4). 

 

Several observations are pertinent regarding the Japan’s approach in aid. In 2002 

Japan has introduced a new pillar of development cooperation known as “the 

consolidation of peace and nation-building in countries suffering from conflicts” (Fifty 

years of Japan ODA: a critical review for ODA reform, 2005). This outlined 

heterogeneous ‘peace-building’ priorities, i.e. relief and reconstruction to include new 

areas of security and administration, physical infrastructure, water supply, sanitation, 

health, tsunami related supports etc. This approach has been applied to conflict areas 

in Mindanao (the Philippines), Aceh (Indonesia), Sri Lanka and Iraq in order to facilitate 
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multiple needs (Conflict and development: roles of JBIC -development assistance 

strategy for peace building and reconstruction in Sri Lanka, 2003). The continuity of 

Japan’s aid cannot be ascribed to Sri Lanka’s efforts for a political solution, but rather 

its commitment to facilitate the consolidation of peace and assisting socio-economic 

development, and considering area/ethnic balance (Outline of Japan’s ODA to Sri 

Lanka, 2009). According to JICA, Japan’s key priority areas are economic growth, 

poverty reduction and regional development, development of living standards of 

conflict-affected populations in the North and the East and disaster management and 

climate change ("Overview of JICA Sri Lanka," 2017). 

 

One of the most problematic issues for aid donors working in post-conflict countries is 

to focus on the right priorities. The reason for this is that each post-conflict context is 

unique; therefore a predefined aid policy is most unlikely to fundamentally address the 

root causes of the conflict. The previous discussion in Chapter Six on sectoral aid 

allocation in Sri Lanka demonstrates that there is a divergence and lack of consensus 

between traditional and new aid donors on the most appropriate development 

priorities for post-conflict Sri Lanka. New aid donors’ stance about post-conflict 

development has diverged in significant ways most notably by moving away from the 

liberal democratic thinking of traditional aid donors. Their engagement with and 

involvement in, Sri Lanka was different from that of the traditional aid donors who 

used a coercive approach of sanctions plus greater political intervention (Qian & Wu, 

2003). 

The notion that post-conflict needs are diverse and different, and that aid giving actors 

should be more concerned with conflict-specific aid solutions, has received increasing 

attention. It is argued that to ensure effective state building and conflict prevention, 

there needs to be an increase awareness about the challenges and constraints in post-

conflict countries, efforts to ensure maximum benefits through a limited number of aid 

objectives and properly sequencing aid allocation (Ndikumana, 2015b). While many 

scholars presume that the termination of war will usually be followed by protracted 
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instability and therefore attract a relatively large volume of aid, such an inflow does 

not necessarily help sustainable peace in post-conflict countries.  

Recently Sri Lanka has attracted a large share of aid from non-traditional donors, in 

particular China. China’s policies have established norms for aid giving in Sri Lanka 

given it has largely dropped any insistence on humanitarian, human rights or political 

conditionality.  This was at a time when there was substantial criticism of Sri Lanka for 

ignoring many issues in raised in the peace consolidation process. It subsequently was 

subject to delayed or suspended aid (e.g., Germany took steps to reduce aid; and the 

UK suspended US$3 million of debt relief) (Campbell, Wheeler, Attree, Butler, & 

Mariani, 2012), However China maintained such allegations were out of its aid agenda 

and should be dealt with in other forums. Viewed through this lens, China claimed that 

it “resolutely opposes any move by any country to interfere in Sri Lanka’s internal 

affairs under any excuse” (Jayasinghe, 2014). 

Sri Lanka also received a large volume of aid from India. During war, India extended 

non-food relief aid for humanitarian assistance through UNHCR and aid for relief and 

rehabilitation of internal refugees including family relief packs for 250,000 people. This 

aid included building a 60-person field hospital in northern Sri Lanka, signing an 

agreement to build Omanthai-Pallai and Madhu Church-Talaimannar railway lines, 

committing to build 50,000 houses for IDPs in the Northern, Eastern and Central 

provinces, restoring Northern railway lines and Kankesanthurai harbour and  starting a 

joint venture for a 500 MW thermal power station in Trincomalee. These development 

projects and initiatives were followed in 2011-12 with further projects including the 

repair of the Colombo-Matara railway, building the Pallai-Kankesanthurai railway line, 

and establishment of a coal power plant at Sampur as an NTPC-Ceylon Electricity Board 

joint venture. Over the period from 2015 to 2016, India accounted for 5% of Sri Lanka’s 

total aid budget. Most of its projects were predominantly based in conflict affected 

areas in the North and East. India’s aid relationship with Sri Lanka is essentially 

determined by the fact of geographic proximity and on ethnic grounds. However, 
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chances to use aid as a political lever have been few given the overall volume of aid to 

Sri Lanka is small and far smaller than that of China.  

 

In general term, it is obvious that development partners in post-conflict Sri Lanka have 

different thinking on post-conflict development. As already noted above, an important 

reason why aid, primarily from western, like-minded sources, came to a standstill was 

their assumption that Sri Lanka’s development needs should be linked to surges of 

peace related outcomes and based on the propitious expectations that Sri Lanka must 

respond to political reforms in the immediate aftermath of the war. Non-

implementation of and lack of commitment to a political solution to the North and East 

as promised by the Rajapaksha government to foreign dignitaries further restricted 

traditional aid donors’ development contribution to post-conflict Sri Lanka (Kelegama, 

2016). Frequent demands were made (Lum, 2008) for broadening and developing 

democratic institutions and promoting the reconciliation of multi-ethnic and religious 

communities in Sri Lanka (Kurtz & Jaganathan, 2016).  As a consequence, traditional 

aid donors came to be distinguished from non-traditional donors in their desire to 

accelerate political reconciliation (Pradhan, 2012). Thus aid was used by traditional aid 

donors as an explicit incentive for Sri Lanka to embrace more politically-oriented 

policies such as “strengthen governance, democratic reform, and the rule of law by 

promoting and protecting human rights, strengthen justice sector institutions, and 

supports civil society organizations” (US Department of State, 2017). The government 

opposition were therefore claiming that “… unlike the World Bank or IMF the Chinese 

banks are giving loans with no regulations attached. If the government was to adhere 

to the conditions of the IMF or World Bank, many of the loans would not be 

approved.” (Colombage, 2014) 

 

As suggested above, the distinction between traditional and non-traditional donors’ 

development priorities in post-conflict Sri Lanka was being revealed.  Given  traditional 

development partners were measuring aid effectiveness in terms of social justice, 

inclusiveness, transparency and accountability, new sources of international 
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development finance was aimed at the Sri Lankan government’s ‘non-interference’ and 

‘non-conditionality’ demands (Butler & Wheeler, 2012). However, as the previous 

discussion on sectoral allocation of aid suggests, there is no robust evidence whose aid 

has had a positive impact on post-conflict Sri Lanka. Moreover, although traditional 

donors willingly debated the need for a degree of governance in post-conflict Sri Lanka, 

they did not take full account of such development priorities in aid discussion.  

 

7.4 Donor’s will or recipient’s will? a discussion on aid ownership in Sri Lanka  

On close inspection, much of the literature questions the wisdom of Sri Lanka allowing 

China to engage in post-conflict recovery through ground-breaking development 

projects. Rather than seeing the relationship a success story, the functional challenges 

were often highlighted. As well, concerns have been expressed over fears that Sri 

Lanka was getting too closer to China (S. N. Fernando, 2010; Kelegama, 2014); that 

China’s aid was not in the fundamental interests of post-conflict Sri Lanka’s 

development and that China was using Sri Lanka as its submarine dock yard.  For many 

scholars then it was perceived that Sir Lanka was promoting China’s strategic interests 

by allowing the extent of China’s aid and investment.  The question is therefore raised 

as to whether China is exerting control over Sri Lanka’s development agenda.   

 

First, it is clear that choosing commercial loans and credits is Sri Lanka’s decision to 

make. Politics alone does not fully explain the impact of reduced dependence on 

traditional donors and increased dependence on non-traditional donors on aid 

ownership. The role of economics needs to be explored to determine to what extent 

choosing China as a source of aid can influence aid ownership. Contrary to many post-

conflict countries, the issues of fragility including macroeconomic stability and political 

instability have not made a critical impact on Sri Lanka. While many post-conflict 

countries suffer from an aid deficit given there may be only one source, an opportunity 

is presented for other aid donors, bilateral or multilateral, to expand their influence 

over policy decisions relating to development outcomes. Many development outcomes 

are outcomes of limited negotiation power by post-conflict countries.  
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A completely different explanation can nevertheless be presented about Sri Lanka. 

With the resumption of war, aid from traditional donors dropped, and the Rajapaksha 

regime made an exceptionally rapid transition from western funding to concessionary 

loans especially from the Export Import Bank of China and the China Development 

Bank.  

 

The study argues that choosing commercial loans and credits is Sri Lanka’s decision. 

Over the last decade, the view that conditionality is a useful lever which can be used 

against developing countries has been challenged. One reason is that some developing 

countries have grown significantly and graduated from low-income to middle-income 

status (Koch, 2015). Because aid recipients could secure concessional loans, aid 

recipients now secure more aid from non-traditional donor sources. Given the shifting 

status of Sri Lanka to a middle income country, it was in a position to make a choice 

between traditional donors’ aid with heavy conditionality or new-donors’ aid that used 

the ‘no-strings-attached’ principle. Drawing on this accumulated experience of such aid 

recipient transition, some scholars contend that recipient countries are no longer 

passive actors in aid business (Lancaster and Wangue 2000; Whitfield & Fraser, 2010). 

Given the shifting status of developing countries, also known as ‘shifting wealth’, 

donors are finding it increasingly challenging to exert pressure on such aid recipients 

and their policies.  

On the other hand, China is readily providing extensive aid for investment, commercial 

credits or concessionary loans. China makes available its aid with few political strings 

attached and thus putting considerable pressure on western donors.  This allowed Sri 

Lanka to adopt development strategies that have not been implemented in recent 

history. The largest amount of China’s aid – around 70% - has been used for 

infrastructure development. Thus China’s economic assistance has been a key driver of 

the gradual transformation of Sri Lanka’s post-conflict infrastructure development 

which the Sri Lankan government had prioritised. This includes ports, expressway 

development and construction of power projects. In particular, a large portion of 
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Chinese loans were provided on concessional terms. The total assistance extended by 

China to Sri Lanka during 1971 to 2012 was US$ 5.05 billion of which US$ 4.76 billion, 

(around 94 per cent), was extended during 2005 to 2012 when President Rajapaksha 

was in power. China also increased its arms supply from few million dollars in 2005 to 

roughly $1 billion in 2008 (Kelegama, 2014). Indeed, from 2006 to 2008, Chinese aid to 

Sri Lanka grew fivefold, replacing Japan as Sri Lanka’s largest donor (Foreign aid review, 

2014). From 1999-2009, China, alongside Pakistan, Ukraine, Israel, Russia and India 

played a consecutive role as biggest suppliers of weapons to Sri Lanka (Wezeman, 

2011). 

 

Amid a proliferation of infrastructure development projects, there arose an argument 

that, for post-conflict Sri Lanka, recovery was best achieved through mega 

development projects. The Sri Lankan government has been quick to reinforce this 

perception by justifying the government’s post-conflict development agenda by 

showing that it conformed with that of Tiger states such as South Korea, Singapore, 

Hong Kong and Taiwan. Interestingly, the belief that Sri Lanka’s traditional 

development partners should not be provoked by China’s assistance was a view held 

by Ashley Wills, former US ambassador to Sri Lanka who observed that “with Chinese 

investment, Sri Lanka can get ports and doesn’t get lectures on economic reform and 

human rights” (Samaranayake, 2011).  

 

Second, deciding which form of conditionality works best is Sri Lanka’s decision. Since 

the Rapapaksha government came into power, Chinese influence has been apparent. 

As a consequence, traditional donors’ opportunities to increase their political influence 

through aid and aid conditionality demands have been increasingly limited. This has 

resulted in aid from traditional donors gradually ebbing.   

Soon after the end of the war, traditional aid donors who acted as the promoters of 

peace, pressed for credible investigations and accountability for a wide range of 

potential violations of international humanitarian law and international human rights 
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law by Sri Lanka. Much of what traditional aid donors have accepted since 2009 

appears to have been fundamentally guided by the axiom that Sri Lanka should be 

committed to the promotion of peace and that aid disbursement must always depend 

on the way Sri Lanka react to these demands. In face of non-compliance and limited 

commitments to these demands, threats to aid cut or aid withdrawal were increasingly 

used.  

As bilateral aid can be defined as a self-interested policy instrument, conditionalities 

attached to it demonstrate clearly the aid donor’s way of thinking about the 

compliance behaviour of the aid recipient. However, western aid donors have not 

been able to achieve their compliance goals in Sri Lanka given they have  limited power 

to negotiate their preferred development plan, which, in many instances, is centred on 

political reforms and humanitarian and human rights achievements. Thus while 

traditional donors wanted to ensure their aid is spent effectively and therefore sought 

some influence over recipients’ policies, Sri Lanka, on the other hand, often saw this 

influence as intrusive and sought to maximize its own discretion over policy. As well, it 

often prioritized aid that had less emphasis on political conditionality.  

In Sri Lanka’s case, the lack of reliance on old aid donors and an increasing ability to 

secure commercial credits worked decisively in the government’s favour. However, 

although there was a considerable level of control that the government exercised over 

its development policy agenda and aid ownership, some critical tenets that pushed for 

a shift away from aid ownership emerged. 

 

First, while China employed a coherent strategy for large infrastructure projects and 

used these to promote its interests in Sri Lanka, its aid program did not address 

directly Sri Lanka’s problem of high political risk - other than through diplomatic 

support from China. China’s involvement has been seen as a challenge to Sri Lanka’s 

sovereignty given many scholars assert that China sees its post-war relations with Sri 

Lanka as a part of it’s so-called ‘string of pearls’ strategy in the Indian Ocean. Within 

the last decade, there are some perceptions that China is using port facilities in 
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Pakistan, Sri Lanka, Bangladesh and Burma to underpin a longer term goal to become 

the dominant power in Asia (Mahadevan, 2014). The growth of a Chinese presence in 

Indian Ocean related activities and its strategic presence in Asia through maritime 

infrastructure development projects presents a signal to India that China is moving to 

directly compete with India for regional dominance (Fernando, 2010). There are also 

claims that China is using Sri Lanka and ports of other Asian countries to “reinforce its 

activities in the Indian Ocean in order to safeguard its legitimate interests and defend 

this strategic corridor for its peaceful rise” (Jacobson & Medcalf, 2015). However in the 

absence of concrete evidence about China’s motivations for its close economic ties 

with Sri Lanka, it is clear from this study that at the very least the relationship is 

mutually beneficial. 

 

Empirically it is also possible to demonstrate that traditional aid donors used political 

pressure as levers for desired behaviour change in post conflict Sri Lanka. Table 7.2 

shows how, in the case of post-conflict Sri Lanka’s development priorities, the 

international community emphasized human rights and reconciliation, coupled with a 

greater focus on human rights and humanitarian concerns. As shown in table 7.2, it is 

clear that most traditional aid donors other than Japan voted against Sri Lanka on 

resolutions involving Sri Lanka at the UNHCR. In relation to new aid donors, China and 

Russia voted against US backed resolutions. India voted once in favour of Sri Lanka, 

two times in favour of US resolutions and abstained once. Traditional donors pressured 

aid donors, particularly Western donors and multilateral aid agencies, to move their 

aid towards political conditionality-driven aid programmes and aid decisions. On the 

other hand, many western donors also sponsored resolutions at the UN Human Rights 

Council critical of the government of Sri Lanka on four occasions (26 May 2009; 22 

March 2012; 21 March 2013; 27 March 2014)  arguing that an independent mechanism 

to investigate war crimes in Sri Lanka should be established (Vaughn, 2011).  
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Table 7.2: Key post-conflict development priorities in UNHCR resolutions 

The UN Human 

Rights Council 

resolutions - 

Responsibilities of Sri Lanka* Responsibilities of the 

international community 

Voting behavior ** 

A/HRC/RES/S-11/1 
on 26 May 2009 
(Assistance to Sri 
Lanka in the 
Promotion and 
Protection of 
Human Rights) 
 

I. commitment to a political solution with 
implementation of the thirteenth 
amendment to bring about lasting peace 
and reconciliation in Sri Lanka 

II. to ensure the relief and rehabilitation of 
persons affected by the conflict, including 
internally displaced persons, as well as the 
reconstruction of the country’s economy 
and infrastructure 

III. basic humanitarian assistance, in 
particular, safe drinking water, sanitation, 
food and medical and health-care services 
to the internally displaced persons 

IV. successful rehabilitation of reintegration of 
former child soldiers after the conflict 
ended in the Eastern Province of Sri Lanka 

V. address the urgent needs of internally 
displaced persons 

VI. promotion and protection of all human 
rights 

Urges the international 
community to cooperate 
with the Government of 
Sri Lanka in the 
reconstruction efforts, 
including by increasing the 
provision of financial 
assistance, including 
official development 
assistance, to help the 
country fight poverty and 
underdevelopment and to 
continue to ensure the 
promotion and protection 
of all human rights, 
including economic, social 
and cultural rights. 

In favour: Angola, Azerbaijan, Bahrain, 
Bangladesh, Bolivia (Plurinational State 
of),  Brazil, Burkina Faso, Cameroon, 
China, Cuba, Djibouti, Egypt, Ghana, 
India, Indonesia, Jordan, Madagascar, 
Malaysia, Nicaragua, Nigeria, Pakistan, 
Philippines, Qatar, Russian Federation, 
Saudi Arabia, Senegal, South Africa, 
Uruguay, Zambia; 
 
  
Against: Bosnia and Herzegovina, 
Canada, Chile, France, Germany, Italy, 
Mexico, Netherlands, Slovakia, Slovenia, 
Switzerland, United Kingdom of Great 
Britain and Northern Ireland; 
 
Abstaining: Argentina, Gabon, Japan, 
Mauritius, Republic of Korea, Ukraine. 

A/HRC/19/L.2.Rev-

1 March 22, 2012 

I. credibly investigate widespread allegations 
of extrajudicial killings and enforced 
disappearances 

II. demilitarize the north of Sri Lanka 
III. implement impartial land dispute 

resolution mechanisms 
IV. re-evaluate detention policies, strengthen 

formerly independent civil institutions 
V. reach a political settlement on the 

devolution of power to the provinces 
VI. promote and protect the right of freedom 

of expression for all and enact rule of law 
reforms 

advice and technical 
assistance on 
implementing the above-
mentioned steps 

In favour:  Austria, Belgium, Benin, 
Cameroon, Chile, Costa Rica, Czech 
Republic, Guatemala, Hungary, India, 
Italy, Libya, Mauritius, Mexico, Nigeria, 
Norway, Peru, Poland, Republic of 
Moldova, Romania, Spain, Switzerland, 
United States of America, Uruguay 
 
Against: Bangladesh, China, Congo, Cuba, 
Ecuador, Indonesia, Kuwait, Maldives, 
Mauritania, Philippines, Qatar, Russian 
Federation, Saudi Arabia, Thailand, 
Uganda 

 

A/HRC/RES/22/1 

on 21 March 2013 

I. areas of justice, reconciliation and the 
resumption of livelihoods, and stressing 
the importance of the full participation of 
local populations, including representatives 
of civil society and minorities 

II. conduct an independent and credible 
investigation into allegations of violations 
of international human rights law and 
international humanitarian law 

 

 In favour: Argentina, Austria, Benin, 
Brazil, Chile, Costa Rica, Côte d’Ivoire, 
Czech Republic, Estonia, Germany, 
Guatemala, India, Ireland, Italy, Libya, 
Montenegro, Peru, Poland, Republic of 
Korea, Republic of Moldova, Romania, 
Sierra Leone, Spain, Switzerland, United 
States of America  
 
Against: Congo, Ecuador, Indonesia, 
Kuwait, Maldives, Mauritania, Pakistan, 
Philippines, Qatar, Thailand, Uganda, 
United Arab Emirates, Venezuela 
(Bolivarian Republic of)  
 
Abstaining: Angola, Botswana, Burkina 
Faso, Ethiopia, Japan, Kazakhstan, Kenya, 
Malaysia] 
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A/HRC/REC/25/1 
on 27 March 2014 
 

I. devolution of political authority, which is 
integral to reconciliation and the full 
enjoyment of human rights by all members 
of its population 

II. transitional justice incorporating the full 
range of judicial and non-judicial measures 

III. strengthen formerly independent civil 
institutions 

IV. reach a political settlement on the 
devolution of power to the provinces 

V. promote and protect the right of freedom 
of expression for all persons  

VI. enact rule of law reforms 
VII. durable solutions for internally displaced 

persons, including the long-term displaced 
 

advice and technical 
assistance on 
implementing the 
abovementioned steps 

In favour: 
Argentina, Austria, Benin, Botswana, 
Brazil, Chile, Costa Rica, Côte d’Ivoire, 
Czech Republic, Estonia, France, 
Germany, Ireland, Italy, Mexico, 
Montenegro, Peru, Republic of Korea, 
Romania, Sierra Leone, the former 
Yugoslav Republic of Macedonia, United 
Kingdom of Great Britain and Northern 
Ireland, United States of America 
 
Against: 
Algeria, China, Congo, Cuba, Kenya, 
Maldives, Pakistan, Russian, Federation, 
Saudi Arabia, United Arab Emirates, 
Venezuela (Bolivarian Republic of), Viet 
Nam 
 
Abstaining: 
Burkina Faso, Ethiopia, Gabon, India, 
Indonesia, Japan, Kazakhstan, Kuwait, 
Morocco, Namibia, Philippines, South 
Africa] 

Source: Based on various UNHCR resolutions on Sri Lanka   

*    This represents only some responsibilities outlined in UNHRC resolutions. 
**  Not all old aid donors are equally represented in the lists.  
 

Looking at the voting behavior of countries, it seems clear that the approach of 

traditional donors (some of whom represented the UNHRC in the capacity of UNHRC 

council member states) towards post-conflict countries was primarily based on a post-

conflict recovery model in which humanitarian, peace-related issues were given higher 

priority. Traditional donor development priorities also stressed the importance of 

having a more competent governance structure and sounder policies rather than 

having economic oriented development priorities. 

 

Concerning the policy change and reforms, the US, the EU and Japan have been active 

in applying concerted and coordinated pressure on Sri Lanka. However, Russia and 

China have emerged as key allies in blocking UN and UNHRC actions.  India’s position 

has been dictated by a combination of external and domestic factors although it 

retained the view that any further initiatives should be taken in consultation with the 

government of Sri Lanka and supported a resolution which only requested advice and 

technical assistance from the UN and special procedure mandate holders, without 

calling on the government to accept that help (Wouters & Meuwissen 2013). 
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Many ‘like-minded’ traditional aid donors have made efforts to encourage a political 

dialogue between traditional aid donors, both bilateral and multilateral. However, they 

have shown a much more complex engagement with the Rajapaksha government 

outside the aid allocation agenda, coloured by their increasingly close relations with 

China. This relationship was based not only on China’s strong support for development 

assistance, but also other priorities such as military assistance, political support against 

calls for human rights and humanitarian investigations and FDI. This illustrates that 

while aid ownership deals with partnerships between aid recipients and aid donors, 

the Sri Lankan case shows that the interests of aid donors can be more assertive and 

exert influence beyond their aid agenda.  

 

Second, although post-conflict infrastructure development has been shown to produce 

successful post-conflict development and an opportunity for Sri Lanka to showcase its 

post-conflict recovery outcomes, the claim that peace related development should be 

treated equally well offered a compelling reason for Sri Lanka to implement some 

forms of peace related development priorities. Soon after the war ended in May 2009, 

overwhelming attention was paid by the UN Secretary General to the “immediate 

humanitarian relief, reintegration and reconstruction, and an equitable political 

solution” in Sri Lanka (UN News Centre, November 23, 2010).  Key states including 

Security Council members were keen to play an active role in the post-war conflict 

management in what was previously considered the exclusive political domain of 

states. Despite initial success, Sri Lanka was eventually forced on to adopt peace 

promotion strategies not of its own making. At one level, many forms of international 

intervention were involved: e.g., the need to establish international investigations into 

war crimes (Kingsbury, 2012). In refusing to heed these recommendations, the Sri 

Lankan government tried to promote its own models to investigate the events of the 

final years of the war through a Lesson Learnt and Reconciliation Commission. Some 

further measures were taken such as resettling IDPs, holding elections in conflict 

affected provinces, and restoration of infrastructure facilities through national 
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development projects such as Uthuru Wasanthaya (Northern Spring) and Negenahira 

Navodaya (Eastern Revival).  

 

Although the policy space created considerable room for manoeuvre in particular 

against the growing calls for human rights and humanitarian concerns of western 

donors, the fact that traditional donors made collective attempts to project their 

influence, led post-conflict Sri Lanka to revisit the practicality of aid ownership. In 

other words, Sri Lanka exercised its sovereign rights over decision-making on aid 

ownership when answering the calls for accountability and human rights.   

 

7.5 Conclusion 

This chapter shows that, although aid ownership plays an important role in aid 

effectiveness dialogue, how aid ownership can be practically implemented in normal 

and post-conflict or fragile state situations has yet to be agreed upon.  In terms of 

post-conflict Sri Lanka, there was a lack of compromise between traditional aid donors 

and new aid donors about Sri Lanka’s post-conflict development. Resolution of aid 

ownership issues must be based on a compromise between an aid donor and the 

receiver. Such a compromise must however allow for the aid recipient to implement 

country-led and –owned development policies with donors providing support for such 

policies. Of course whether Sri Lanka’s tilt towards China undermines such a principle 

is a key concern of this study. 

 

The study finds that, in the case of Sri Lanka, post-conflict development policies have 

become country-owned and country-led through its ability to secure concessional and 

commercial borrowings from China and through the change of its status to a middle 

income country. This has induced Sri Lanka to engage in a policy dialogue that was 

compatible with its development priorities. Referred to as ‘conditionality selectivity’, 

this is represented by the choice Sri Lanka made to accept China’s economic assistance 

and distance itself from other aid donors. However, linked to this shift was the 

diplomatic support received from China, but which, indirectly weakened Sri Lanka’s 
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ownership position. On the other hand, because Sri Lanka has not been able to wholly 

ignore traditional donors and their influence, it has resorted to implementing a 

number of nationally designed peace policies, although according to traditional 

donors, they were not sufficient. These issues clearly pose a challenge to the concept 

of aid ownership.   
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Chapter 8 : Conclusion 

 

8.1 Introduction 

An in-depth examination on bilateral aid donors’ aid disbursement behaviour in Sri 

Lanka is long overdue.  

It is accepted that foreign aid from individual donor countries has remained an 

important source of development for Sri Lanka. Yet, there are no studies which 

distinguish between traditional donors’ aid with non-traditional donors’ aid policies 

especially in the post-conflict setting. There is little doubt that the role of aid donors’ in 

Sri Lanka before and during the war shaped not only economic growth but also led to 

the exercise of political influence on the Sri Lankan government. That was particularly 

so in terms of the means by which resolution of the conflict was encouraged by 

traditional donors to be resolved in a peaceful manner. Moreover, many traditional 

bilateral donors, although not often openly acting collectively, made decisions which 

reflected the common goals of traditional donors. For example, since the 1990s, the 

contribution of Nordic countries in peace efforts was crucial to bringing a temporary 

halt to the conflict. However, this influence started to change in the second half of the 

2000s. This study therefore has focussed on the role of non-traditional donors in this 

period who addressed the development issues of post-conflict countries in a 

completely different way to those traditional donors.   

The shift increases Sri Lanka’s dependence on non-traditional aid donors. It has had 

important development outcomes which need to be analysed for their effect. From a 

global perspective, the shift in the international aid landscape at the beginning of the 

21st century can be regarded as unavoidable and has had a follow on effect in terms of 

challenging the habit of providing aid with peace-related strings attached. This shift 

reflected the growing role of the emerging powers in development assistance and their 

progressive replacement of traditional donors for many aid recipients. The new aid 

donors have thus come to play a prominent role in providing significantly large aid 

volume to countries in Asia and Africa especially for infrastructure projects. As a result, 
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development outcomes started to heavily depend on new sources of donor finance 

rather than traditional donor finance. Undeniably, such changes in the aid business 

reflected the fact that political or peace related aid conditionalities by traditional aid 

donors had become less attractive to aid receiving countries. This study examined the 

possible consequences of donor proliferation on development outcomes in Sri Lanka, 

through the lens of sectoral allocation of aid, which helps to determine the extent to 

which aid donors were committed to enhancing and fulfilling the development 

priorities of Sri Lanka. 

It is clear that cooperation between Sri Lanka and the non-traditional donors increased 

following Rajapaksha’s rise to power in 2005. A debate subsequently arose over 

China’s role as traditional aid donors’ structural adjustment strategies were no longer 

a concern of non-traditional donors. The forms of conditionality applied by traditional 

aid donors - such as promotion of human rights, free market economic measures, 

democratic standards, and humanitarian concerns - are not in the interests of China. 

Whether this form of aid from China and the general tilt towards a closer political 

relationship with China undermined Sri Lanka’s ownership of its development priorities 

deserves to be examined, and a contribution to this task has been made in this thesis. 

The behaviour of traditional and non-traditional aid donors’ contribution in post-

conflict countries’ development is the particular focus of this thesis. From the previous 

literature there is a consensus that aid should address post-conflict needs through a 

number of channels. Thus, this study recognises that such needs become the country’s 

primary development priorities. They include establishing safety and security, restoring 

economic infrastructure, restoring social infrastructure and services, strengthening an 

equitably growing economy and strengthening constitutional government. The study 

accepts the assertion that aid donors are heterogeneous in term of their interests and 

in terms of their views on the purpose of disbursing aid. Therefore, aid priorities are 

unlikely to be uniform. In fact, some studies assume all aid donors to be a group 

sharing the same norms of development and aid. This study reconsiders this 

assumption.   
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Against this background, this chapter (a) presents the major findings of this study, and 

(b) introduces directions for needed future research  

8.2 Overall findings  

The main research problem this study has sought to answer is: how do far-reaching 

shifts in the global aid business impact on development priorities in post-conflict 

countries? Sri Lanka has been used as a case study given it received a wide range of 

donor contributions to its development, starting from traditional aid donors to the 

emergence of non-traditional aid donors. Like most post-conflict countries, aid donors 

maintain different perceptions of post-conflict development and key development 

priorities. Both perceptions that having no concern on political landscape in Sri Lanka 

by non-traditional donors and maintaining a rigid stand that Sri Lanka should show 

compliance with political demands of traditional donors both seem to have a 

dysfunctional effect on durable peace in Sri Lanka.  Therefore, the study concludes that 

major shifts in aid business have led to a diversification of Sri Lankan development 

priorities and provided it a scope to interpret its own development priorities and 

thereby enabled it to ignore some of the reforms and policies which traditional aid 

donors sought to impose.  

Three important research questions were used to explain the research problem and 

highlight unaddressed issues in the literature. 

First, in the literature there is the view that post-conflict countries are open to donors 

providing more aid, and that donors have done so, but with often heavy conditionality. 

This study looks at whether donors' reacted to post-conflict development of Sri Lanka 

in the same manner. The analysis of literature in Chapter Two revisited the accepted 

development priorities in post-conflict countries. It has pointed out that development 

needs are different in post-conflict societies and that more emphasis should be placed 

on not only macroeconomic and growth related matters, but also on recovery needs 

such as human rights promotion. Based on the findings of the literature review in 

Chapter Two, Chapter Five recognised some important aid patterns in Sri Lanka: the 

overall volume of aid decreased while the volume of non-traditional aid increased 
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significantly. But despite the decreasing volume of aid by traditional donors, they 

persisted in trying to influence the post-conflict political landscape.  

This study addressed the question of whether the sectoral allocations of post-conflict 

aid by traditional and non-traditional bilateral donors are compatible with post-conflict 

Sri Lankan-specific needs. Chapter Six revealed that although a focus on the right 

development priorities should be a main concern of aid donors, many donors were 

committed to promoting only several needs-based priorities, while often ignoring 

development needs of aid recipients. In the case of Sri Lanka, the study identified four 

types of need-based development priorities: establishing safety and security, restoring 

economic infrastructure, restoring social infrastructure and services, strengthening 

equitably a growing economy and strengthening constitutional government. The main 

findings revealed that, among key aid givers, there was a considerable inconsistency in 

addressing Sri Lanka’s development needs. Non-traditional aid donors overlooked 

safety and security concerns, equitable growth of post-conflict Sri Lanka and 

strengthening constitutional development, but were highly influential in economic 

infrastructure development.   

Thus the impact of tilting towards China and a growing opposition to traditional aid 

providers’ approach to aid ownership in post-conflict Sri Lanka was examined in detail. 

The findings in Chapter Seven indicated that the emergence of different 

interpretations of post-conflict development provided a setting in which Sri Lanka was 

able to build an alternative meaning to post-conflict development that was out of tune 

with the post-conflict needs as defined by traditional donors. This in turn helped 

justified ‘conditionality selectivity’ – aid recipients’ ability to choose not to accept 

particularly reforms and policies and chose alternative financial assistance with fewer 

strings attached. This, in the case of Sri Lanka’s post-conflict development, was shown 

to be country-led and with a preference for China’s aid and economic assistance over 

that of other traditional donors. Yet, aid ownership was contingent on Sri Lanka 

forming closer political ties with China. 
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   8.3 Key recommendations for future research 

A number of important future research opportunities are identified.  

1. An important area of research is how and to what extent a post-conflict country 

subject to aid conditionality which imposes both economic and political policies can 

successfully achieve macroeconomic growth. This can be compared to a post-conflict 

country which is not subject to such conditionality. The extent to which political 

pressure from aid donors directly alters post-conflict countries’ development or the 

way in which development is affected if post-conflict countries accept conditionality 

positively and its associated political pressure are both further interesting areas of 

research.  

2. Whether compatibility of aid policies between aid donors better promotes 

development of the recipient countries than a country having incompatible donor 

policies can also be an area of future research. It is noted that international aid 

effectiveness instruments encourage partnerships between aid donors as a pre-

requirement for effective and efficient use of aid.  However, if recipients are in a 

position to balance the influence of differences aid donors, the important research 

question is raised as to how far cooperation among aid donors matters in the 

promotion of development.      

3. It is pointed out that the aid ownership literature and international instruments that 

promote aid ownership as a central pillar of aid effectiveness lack comprehensive 

indicators to measure aid ownership. The Paris Declaration suggests that aid 

ownership could be measured using the aid recipient’s ‘operational development 

strategy’ and aid donors’ donor alignment to this strategy (OECD). However, scholarly 

attempts that test the validity and usefulness of aid ownership measures are rare. Not 

only does this matter when aid ownership is to be measured under normal policy 

conditions, but it is all the more important when aid ownership is to be measured in 

special situations such as in post-conflict countries. This study therefore indicates the 

need for assessing aid ownership for both developing countries under ‘normal’ 

conditions and countries affected by prolonged conflicts and wars.    
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4. An understanding of sectoral aid allocation (especially in terms of aid volume) by aid 

donors is insufficient to make an assessment of aid effectiveness. A study based not 

only on aid volume, but also on different types of aid, duration of projects and the 

level and nature of aid conditionality in post-conflict settings, can give a more 

comprehensive idea of aid effectiveness in post-conflict countries.  

5. The post-conflict Sri Lankan case study analysis has demonstrated the way in which 

its development priorities were being implemented in an environment in which 

concerted political pressure was being applied by traditional donors and strategic 

interests of non-traditional donors, especially China. However, it is accepted that one 

post-conflict situation is different to another involving different policy trajectories and 

recovery outcomes. Therefore, investigating other conflict affected countries is 

warranted. Such research could examine aid in terms of specific post-conflict 

environments and in terms of the type of aid provided, and the capacities and other 

types of economic, political and social relationships forged with donor countries apart 

from their role as providers of aid.  
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