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e Agriculture and rural development are considered the main drivers of development in rural Peru,
where people are highly dependent on agricultural income. The vulnerability of the agriculture
sector has been highlighted by the Covid-19 pandemic.

Key messages

However, while public spending on agriculture and rural development could rise in the short term,
external borrowing for the sector is not expected to increase. The pipeline of projects could be
adapted to the specific needs of the Covid-19 recovery, but the annual external borrowing plan for
2020 has not been changed.

e Technical expertise is the main factor that drives external development finance operations for
agriculture and rural development. Finance terms are not seen as a top priority because Peru
can often obtain finance in international markets at better terms than those provided by
multilateral partners.

¢ The volume of external assistance does not justify a dedicated strategy setting out principles
or preferences. Even so, our survey respondents and interviewees valued project sustainability,
flexibility and long-term financial support, as well as alignment to national priorities, earmarking
and the absence of policy conditionality.



Introduction

Background

Rural development worldwide relies heavily
on private funding. Yet the public sector

has a key role to play in providing both
investment and policy support to tackle
persistent market failures. These include the
under-provision of public goods (such as
infrastructure and research and development),
negative externalities (such as the need to
adapt to and mitigate the effects of climate
change), informational asymmetries (e.g. the
development of rural financial services) and
the lack of protection for vulnerable people
through, for example, social protection.

Far more finance is needed to achieve food
security and promote sustainable agriculture
in line with Sustainable Development Goal
(SDG) 2. The United Nations (n.d.) estimates
that an additional $267 billion per year is
needed to achieve every SDG 2 target: almost
twice as much as total official development
assistance (ODA) each year from all donors
combined. Official development finance (ODF)!
to agriculture and rural development rose
slightly from $10.2 billion in 2015 to $10.9
billion in 2018. This is only a fraction of the
total ODF disbursements of $254 billion
in 2018. Public expenditure on agriculture
development also remains low: since 2001,
governments have spent, on average, less than
2% of their central budgets on agriculture
(FAO, 2019).

Objectives, definitions and methodology of
this country case study

This country case study summarises key findings
from a country analysis of financing for rural
development in Peru. It is one of 20 analyses
that is synthesised for comparison in Prizzon

et al. (2020).

The case study has two main objectives:

e to map demand from the Government
of Peru over the next five to 10 years
for external development assistance to
support public investment in inclusive and
sustainable rural development

® to analyse the financial and non-financial
terms and conditions of such demand, its
main preferences and the type of instruments
that the government wishes to access or
scale up to support public investment in
rural development.

Definitions

What we mean by public investment in inclusive
and sustainable rural development (see Prizzon
et al., 2020, for more details). Our research has
focused on six areas that contribute to such
investment: access to agricultural technologies
(research and development) and production
services; agricultural value-chain development
(e.g. crops, livestock, fisheries); climate-resilient
agricultural practices; rural basic infrastructure
(e.g. water and irrigation systems, local roads,
local energy generation and storage facilities);
rural financial services; and rural investment
environment (e.g. policy, legal and regulatory
frameworks).

What we mean by external assistance for
inclusive and sustainable rural development. We
look beyond ODA to include government-to-
government funds from bilateral and multilateral
donors that do not meet concessionality criteria2
(usually defined as other official flows, or OOFs).
We call this official development finance (ODF).
As a proxy for financing rural development,
we examine data on external assistance to
the agriculture sector and rural development
(cross-cutting) based on an Organisation for
Economic Co-operation and Development
(OECD) definition. This is not a perfect measure,

1 The sum of ODA and OOFs: the latter flow from bilateral and multilateral donors that do not meet the concessionality

criterion for ODA eligibility.

2 The definition of concessionality is based on the share of the grant element. With the 2014 OECD reform, the grant
element varies according to the income per capita of the ODA-eligible country to be counted as ODA: at least 45%

for low-income countries (LICs), 15% for lower-middle-income countries (LMICs) and 10% for upper-middle-income

countries (UMICs). The International Monetary Fund (IMF) discount rate (5%) is also adjusted by income per capita
group: 1% for UMICs, 2% for LMICs and 4% for LICs, including least-developed countries (LDCs).



but given the lack of a sectoral definition or
attribution to rural development as such, it is
the closest we can get to a consistent, cross-
country mapping of external assistance from
development partners. As a second-best option,
we rely largely on quantitative and qualitative
data on agricultural development. While the
agriculture sector is a major component of rural
development, data on agriculture alone cannot
capture important non-farm activities.

Research questions
This country case study reflects our four main
research areas:

e the government’s priorities for public
investment in inclusive and sustainable rural
development

e financing for public investment in inclusive
and sustainable rural development

* Dborrowing (external development assistance)
for this public investment

e the government’s preferences in relation to
external development assistance for public
investment, including its demand for specific
types of instruments.

As this project took place during the early stages
of the Covid-19 pandemic, we also reflect the
short- and medium-term implications of the
crisis for government priorities and preferences
for public investment, as well as the amount and
type of external assistance demanded.

Methodology

We used a qualitative case study approach, with
the analysis of individual countries informed by
a political economy framework, as developed by
Greenhill et al. (2013) for aid negotiations (see
Prizzon et al., 2020).

Our approach comprised a critical review of
relevant policy literature® and data analysis,*
which also helped us to identify country
stakeholders. This was followed by interviews
with key informants, informed by an electronic

questionnaire submitted before each interview.
For Peru, we held 14 interviews between May
and July 2020, and received 12 questionnaires
(see Annex 1 for a list of those interviewees who
agreed to their names being shared).

Peru: country context
Peru has been classified as an upper-middle-
income country (UMIC) since 2008 and is
eligible for non-concessional terms from the
International Bank for Reconstruction and
Development (World Bank) only. The country is
also eligible for non-concessional finance from
the Inter-American Development Bank (IDB),
and the government can request support from the
IDB’s flexible financing facility (IDB, 2011).

Peru has been often been used as a regional
model for macroeconomic management. In the
early 2000s, when commodity prices were high,
Peru built up its reserves of foreign exchange,
adopted a prudent macroeconomic framework,
kept public and external debt levels low and even
started to diversify its economy (IMF, 2019).
The country managed to wade through the
2008-2009 global financial crisis and emerge in
better shape than others.

An increasingly diversified economy is led
by agriculture exports. While oil and gas still
account for about two-thirds of total exports,
agriculture exports have expanded significantly.
In 2019 they accounted for 2.7% of gross
domestic product (GDP) ($6 billion), up from
0.4% in 2001 (IMF, 2019). The agricultural
boom has been concentrated mostly in the
country’s coastal region, where the conditions for
high added-value crops and intensive agriculture
are most favourable.

Peru has, in effect, two agricultural
systems. Agriculture accounts for 6.9% of
GDP and 27.2% of employment (World
Bank, 2020Db), but these figures hide two very
different realities. Out of a total of 4.5 million
agricultural workers, 0.8 million work in the
highly productive export-oriented agriculture
in coastal areas (IMF, 2019). The remaining

3 Government national and sectoral strategies, debt management policies, Article IV reports from the IMF and Inter-

American Development Bank (IDB) documents.

4 Spanning IMF, OECD and World Bank sources.



3.7 million workers work mostly in rural areas
where traditional agriculture is still dominant.
What is more, their work is, for the most
part, informal (IMF, 2019). Rural areas across
Peru account for 22% of the country’s total
population of the country (World Bank, 2020b).

The country has achieved strong poverty
reduction, over the past two decades: the result
of a combination of economic growth, social
policies and public investment. The national
poverty rate fell from 54.8% of the population
in 2001 to 21.7% in 2017 (IFAD, 2018). Poverty
has also fallen dramatically in rural areas but,
even so, it remains almost three times higher than
in urban areas (44.4% compared to 15.1% in
2017) (INAI, 2020). The agricultural sector, and
the rural people who depend on it, are considered
to be particularly vulnerable to climate change
and natural disasters (IFAD, 2018).

In 2001, Peru held a referendum and launched
a decentralisation process that is, as yet,
unfinished, and with mixed results (McNulty
and Guerra Garcia, 2019). For the agriculture
and rural development sector, decentralisation
presents both opportunities and challenges. On
the one hand, it can increase the participation
of regional and local governments in policy
implementation. On the other, it is hampered by
poor institutional capacity for implementation at
the sub-national level (IFAD, 2018).

Government priorities for rural
development

Agriculture is defined as an important priority
for the government, as seen in the National
Agrarian Policy (PNA), approved in 2016 — the
legal text that defines the sectoral priorities. The
PNA has two objectives: greater agricultural
productivity and access to markets, and
the effective management of Peru’s natural
resources and biodiversity. The PNA also
positions smallholders (family farming) as a
central part of government support for the
agriculture sector.

The PNA proposes a highly integrated
approach to agriculture development through
10 areas of action. These cover several
different aspects of agriculture and rural
development, including natural resource

management, infrastructure, agricultural training
and technology, access to land, health and

safety regulations, access to finance and risk
management. Agriculture is a priority sector for
external borrowing, a sign of its prioritisation by
the current administration. Another indication
of the importance of agriculture for Peru’s
development priorities is that it is one of the
largest beneficiaries of external debt operations.

The PNA was developed just before a change
in government. While it remains the highest
level of guidance for public efforts in the
agriculture sector, some of our interviewees
expressed concerns that the different areas
of work have not been developed sufficiently
through concrete plans.

One exception, however, is smallholder
farming. In 2019, the government approved
the National Plan on Family Agriculture
(PLANAF) 2019-2021. The plan develops
the National Strategy on Family Farming
2015-2021 under the framework of the PNA.
Its main objective is the progressive increase
of the incomes of family farmers through an
integrated approach that includes agriculture
development and infrastructure, as well as social
and environmental aspects.

Through the PLANAE, the government has
sharpened its focus on smallholders, who are
the backbone of Peruvian agriculture outside
the large commercial farming activities in the
coastal region. In addition, both the PNA and
the PLANAF state that interventions are to be
developed through approaches that are sensitive
to gender, inequality, and cultural diversity.

Peru’s fear of ‘contagion’ by unrest elsewhere
in the region (such as the tensions in Chile)
has also prompted a much stronger focus on
social issues in rural regions. The wide poverty
gap between rural and urban areas, as well
as between poorer and richer regions, fuels
inequality and the migration of young people
from rural areas into the cities — factors that are
seen as a threat to the country’s stability.

Implementation challenges include the
problems around decentralisation, as well as
a lack of coordination. Taken together, these
result in low execution rates. As noted, the
decentralisation process launched in Peru in 2001
is not yet finalised, and while the different regions



are now responsible for implementing agricultural
policy, they face major capacity constraints.

In addition, competencies at the central level
remain divided across different ministries, with
the Ministry of Agriculture having a stronger
focus on commercial farming, while the Ministry
of Social Inclusion and Development (MIDIS)
works on the greater inclusion of smallholders
and subsistence farmers. These different
viewpoints are also reflected when it comes to
priorities. The Ministry of Agriculture focuses
on agriculture value chain development, access
to technology and extension services, and basic
infrastructure. In turn, MIDIS adopts a broader
focus and, through the Cooperation Fund
for Social Development, aims to develop the
productive capacities of the rural population.

Agriculture is now at the centre of the
government response to the Covid-19 pandemic.
While the top priority has been to protect
lives and health, a national report developed
in response to the crisis sets out actions for
the supply and the production of basic goods
(including food) as another priority, as well as
emergency policies to ensure access to markets
(CEPLAN, 2020). Peru’s lockdown has reduced
rural agricultural income significantly: prices have
dropped as demand has fallen from businesses
that have been forced to close, and farmers have
faced restrictions on their access to markets.

To support farmers and rural families, the
government has adopted policies to expand social
safety nets to stop lower incomes jeopardising
future agricultural seasons. Many farmers in
rural areas depend on seasonal income to buy the
inputs they will need for the next season.

Regional governments have also been asked
to develop plans to reactivate the economy as
the crisis recedes. The national assembly of
regional governments (ANGR) has also identified
agriculture and other productive activities in
rural areas as central components within these

plans (ibid.).
Financing rural development

Public finance

Government revenues are relatively low, at
20% of GDP in 2019 (World Bank, 2020Db)
as a result of tax collection levels that are

below the regional average (IMF, 2019). Even
so, the country is in a very strong fiscal and
macroeconomic position. Peru had a low level
of public debt in 2018 (26% of GDP) and had
international reserves equivalent to 26 % of GDP
(ibid.). The country also has a fiscal stabilisation
fund that held $5.4 billion, or 2.4% of GDP, at
the end of 2019 (MEF, 2020).

The Covid-19 crisis will, of course, affect
public spending in the short term. At the end
of May 2020, the government approved an
emergency and recovery package worth 17%
of Peru’s GDP. While it is expected that some of
its funding will come from existing reserves, the
government has also issued $3 billion in bonds
to benefit from low international debt rates.

The expansion of public spending in 2020 could
be balanced by a far tighter budget in 2021 to
maintain macroeconomic stability. However,
this might not affect public investment as there
is significant room to improve budget execution
(IME, 2019).

Public spending on agriculture and rural
development has been increasing in recent years.
Between 2018 and 2020, the government budget
expanded by 12% (PIA 2020), and while it is
not possible to provide an aggregated figure,
public expenditure for agriculture in the annual
budget has increased from 2.4% in 2018 to
3.2% in 2020. These figures include expenses
beyond the Ministry of Agriculture, such as
some infrastructure investments, as well as
a share of social protection, which accounts
for 3.8% of the budget (ibid.). The sector is
also expected to benefit from the Covid-19
recovery package.

Public spending on agriculture and rural
development is likely to increase in the short
term. Agriculture remains a priority sector for
emergency and recovery measures and will
receive additional funding in 2020 as a result
of the Covid-19 crisis (see previous section).
According to our interviewees, however, this
funding will come from government resources
(including the issuance of debt), rather than from
dedicated borrowing, bilateral or multilateral
operations. Government resources can be
mobilised faster, are more flexible (as they are not
tied to projects) and can provide access to finance
at lower rates of interest).



Figure 1 Official development finance disbursements
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External development assistance

Peru benefits from sizeable levels of official
development finance, even if it accounts for a
relatively small proportion of gross national
income (GNI). On average, Peru received over
$500 million a year in concessional finance over
the period 2014-2018 (Figure 1). ODA grants
still outweigh ODA loans, but their importance
has decreased in recent years. Non-concessional
flows are relatively stable if we exclude 2015
and are, on average, somewhat larger than
concessional flows.

The spike in 2015 was the result of finance
operations related to the subway project in
Lima supported by the World Bank, the IDB
and the Development Bank of Latin America.
Concessional sources accounted for 0.2% of GNI
in 2018 (OECD, 2020), but their volume is still
significant. Peru’s largest development partners
are, in order, the United States, Germany, the
European Union (EU), France and Japan.

Agriculture is a priority sector for external
borrowing. It is currently the third most
important budget area when measured in the
allocation of public debt resources if we exclude
debt service (MEF, 2020). Only transport and
sanitation, both defined by hard infrastructure
projects, have been allocated a higher amount of
public debt resources.

According to our interviewees, the priority of
agriculture for external development finance is
the result of a combination of factors. These are:
the central role of agriculture in rural areas and
the fight against poverty; a good track record and
positive contribution of development partners
to the sector (knowledge, practices, etc.); and
a growing commercial agriculture sector that
continues to attract funding.

Donor data, however, does not provide an
accurate reflection of the importance of the
sector. As shown in Figures 2 and 3, OECD data
only captures ODA grants when the results are
filtered for agriculture and rural development.
OECD data does not show any ODA loans or
OOQF operations in this area.

The volume of ODA grants to agriculture
and rural development has been decreasing
slowly over time in both absolute and relative
terms. In 2018, the sector received a total of $36
million in ODA grants, equivalent to 11.2%
of all ODA grants received by the country as a
whole. However, these figures do not capture
several operations by the International Fund for
Agricultural Development (IFAD) and the World
Bank, which our interviewees considered as
targeting agriculture and/or rural development.
This points to the limitations of the OECD
coding system and to the multidimensional
nature of external finance operations.



Figure 2 Official development finance disbursements to agriculture and rural development
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Figure 3 Share of official development assistance to agriculture and rural development
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The sustained demand for external dialogue and policy advice from development
development finance is largely the result of partners working in the agriculture sector was
its strong added value. Our interviewees identified as a key contribution. At a lower level,
noted three main areas where the added value development partners can help Peru to learn
of external development assistance is from the experience of — and import — models
particularly strong for the agriculture and rural from other countries. In this area, some partners
development sector. are highly valued for their recognised expertise

First, external finance can bring in knowledge and their ability to implement solutions designed
and experience at different levels. Policy to reach specific population groups.



Second, projects managed and implemented
by development partners are considered to bring
added value through better monitoring and more
efficient systems for implementation.

The third factor that is valued by the
government is the ability of external partners
to ensure the sustainability of projects and
approaches through political cycles. This is
linked, in part, to project management and
implementation procedures, but also
to the ability of certain partners to focus
on beneficiaries and a perception of these
partners as neutral actors from a political point
of view.

Borrowing for rural development

Strong macro-prudential management and

low debt levels give Peru access to markets
under good terms, but limits the country’s
borrowing. Its public debt ratio stood at 26.8%
in 2019 (IMF, 2019; FitchRatings, 2020). In
comparison, debt levels stood at 48.7% in 2003
(MEF, 2018). Lower debt ratios mean lower
risk for investors, enabling access to markets

at good financial terms, but borrowing space is
limited by a legal debt ceiling of 30% of GDP
and a dual expenditure growth ceiling (on non-
interest expenditures and current expenditures)
(MEE, 2019b).

Figure 4 Public and publicly guaranteed debt
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The quality and balance of Peru’s public debt
have improved over time. Figure 4 shows that
Peru has become less reliant on multilateral
lending and has increased its borrowing in
international capital markets. This trend has been
fuelled by favourable interest rates as a result
of the country’s low debt levels and its strong
macro-prudential management. The amount
of bilateral concessional and non-concessional
lending has also decreased over time.

The quality of public debt has also increased
as a result of lengthening the average maturity
of obligations, raising the share of local currency
liabilities, and increasing the share of fixed-rate
borrowing instruments (IMF, 2019). In the
coming years, the government aims to push
ahead with progress in these three areas, with
local currency-denominated bonds being the top
priority (MEF, 2019a).

The country’s strong fiscal discipline
has, however, been broken by the Covid-19
pandemic. The recovery package approved by the
government equals 17% of GDP and has lifted
the 30% debt ceiling, invoking the escape clause
that provides for increased flexibility in the event
of disasters or external shocks to the economy.
Public debt is expected to reach 33% of GDP in
2020 (FitchRatings, 2020).

In addition to external debt, the government
will also withdraw money from its fiscal
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stabilisation funds. Based on information from
our interviewees, it seems that the government
is committed to returning to fiscal discipline as
soon as possible, and preliminary discussions
on the 2021 budget point to a tightening of
public spending.

Despite the prioritisation of agriculture
and rural development, external borrowing
for the sector is not expected to change. Even
if public spending on agriculture and rural
development could increase (see the previous
section), the annual external borrowing plan
for 2020 (Programa Anual de Concertaciones
Externas) has not been altered, according to our
interviewees. This plan contains all projects that
are expected to be signed off during the year.
While projects within the plan are likely to be
adapted to the changed circumstances caused
by the Covid-19 crisis, the total envelope
remains unchanged.

The main motivation for external finance is
the added value it brings, but certain financial
criteria also apply. Our survey respondents
expressed a preference for softer finance
terms (below market interest rates) and
larger volumes, but these were not considered
dominant by stakeholders working in the
agriculture and rural development sector.

Peru already has access to cheap finance
in international markets. As a result, it is
reasonable that the overall cost of finance is
scrutinised when evaluating external finance
operations with development partners. Financial
criteria are, therefore, considered to be financial
checks, rather than the main drivers of the
operation. As discussed in the previous chapter,
external finance is still valued in Peru, with
the technical expertise and added value of
operations being the most influential factors.
Several interviewees indicated that the assistance
of some development partners, including IFAD,
is very specific to particular policy sectors.

Another aspect that makes development
finance attractive to Peru is the use of technical
assistance grants to support project development
and implementation. Technical assistance grants
are, in general, linked to the approval of the
finance operation. Given that the interest of the
government in external finance is driven by its
added value, including the transfer of knowledge

and capacity-building, technical assistance is
often seen as an important condition for Peru’s
engagement in external finance operations in
agriculture and rural development. The country
has some experience in the use of reimbursable
technical assistance, but as discussed in the

next chapter, there does not seem to be a strong
demand for it. Some interviewees also mentioned
that its appeal is limited by legal hurdles and
complex processes.

Interviewees also raised an issue that is
particularly relevant in the context of Peru. First,
some of our interviewees argued that there is
a minimum amount of finance that countries
are willing to negotiate, as transaction costs are
not highly dependent on the volume of finance.
If the volume of finance falls below a certain
threshold, transaction costs might be seen as
too high and the operations could not go ahead.
However, other interviewees indicated that this
is not a criterion in Peru’s finance operations
and that the projects included in the annual plan
(Programa Anual de Concertaciones Externas)
are negotiated independently of the volume and
transaction costs.

Preferences and instruments for
rural development

Preferences for development assistance for
rural development
Peru does not have a dedicated strategy on
development assistance that sets out specific
principles or preferences. Our interviews and the
survey results revealed that project sustainability
was the aspect most valued by respondents.
This is based on the perception that external
assistance should help to improve the way
government does things and apply the processes
and lessons learned. Linked to this, flexibility
and long-term financial support are also seen as
important to support change processes.
Alignment with government policies also
came up strongly in the interviews, as well as
the absence of policy conditionality. Both of
these principles resonate strongly with the aid
effectiveness agenda and are prized in a country
that does not depend on external finance.
Another preference that also emerged
strongly from our survey is for funds to be



earmarked. In a country where execution is
often challenging as a result of decentralisation
and lack of coordination, earmarking is seen as
a way to ensure that funds are spent where they
are needed. Earmarking is also reinforced in a
context where technical assistance and grant
support for project implementation facilities are
considered key contributions, given the ongoing
decentralisation process.

Demand for other types of instrument
Interviewees expressed demand for different
types of instruments. First, there is a demand

for instruments that build on the perceived
added value of external assistance (knowledge
exchange, implementation efficiency, innovation
in approaches/project design, etc.). In this regard,
there is demand for project preparation facilities,
multi-phase lending and results-based lending.

Second, interviewees expressed an interest
in Catastrophe Deferred Drawdown Option
(CAT-DDO). This is probably motivated by the
country’s vulnerability to natural disasters and its
recent experience of the Covid-19 pandemic.

Third, the Peruvian government values the
ability to obtain finance from markets on good
terms, and this makes the assistance offered
by some multilateral actors less competitive. It
also opens the door for blending operations. In
particular, our interviewees revealed that some
multilateral institutions have started to consider
the idea of blending non-concessional finance
with grants from climate funds to make them
more appealing to the government.

Our interviewees did not identify a strong
demand for reimbursable technical assistance,
even though they acknowledged that the offer of
non-reimbursable grants for technical assistance
is likely to fall in the coming years. Peru has
benefited from reimbursable technical assistance
programmes from the World Bank, IDB and
the EU. Reimbursable technical assistance is
managed by the Ministry of Finance and is
subject to debt ceilings and fiscal rules.
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Conclusions

Our analysis of the experience and perspective
of Peru on financing public investment for
inclusive and sustainable rural development, and
particularly its demand for external assistance, is
summarised as follows.

e Agriculture and rural development are
considered the main drivers of development
efforts in rural areas. Peru’s rural population
is highly dependent on agricultural income
and the country has a large poverty gap
between rural and urban areas. The Covid-19
pandemic has highlighted the vulnerability
of the rural population and the agriculture
sector to external shocks. The country’s
ambitious recovery package will, therefore,
prioritise rural populations and the
productive sector.

e Public spending on agriculture and rural
development could increase in the short term.
The government has lifted the debt ceiling
and has approved a recovery package worth
17% of GDP to help tackle the effects of the
Covid-19 crisis. Additional resources will
come from government sources that can be
mobilised faster and that are more flexible, as
they are not tied to projects. The government
also has access to international financial
markets at low interest rates.

e External borrowing for agriculture and rural
development is not likely to change. Even
if public spending on agriculture and rural
development could increase, the annual
external borrowing plan for 2020 (Programa
Annual de Concertaciones Externas) has not
been altered. While the pipeline of projects
could be adapted to the specific needs created
by the Covid-19 crisis, the volume remains
the same.

e Technical expertise is the main factor
that drives external development finance
operations for agriculture and rural
development. While interviewees expressed
a preference for softer finance terms (low
interest rates and long maturities), as well
as larger volumes, these were not considered
dominant by stakeholders working in the
agriculture and rural development sector.



Indeed, Peru can often obtain finance in
international markets at better terms than
those provided by multilateral partners.
Financing terms offered by multilateral
organisations are also considered to be
relatively inflexible.

As in many upper-middle-income countries,
the volume of external assistance does not
justify a dedicated strategy on development
assistance that sets a certain number

1

of principles or preferences. However,
interviewees indicated that the most valued
aspect of external assistance was project
sustainability, which goes hand-in-hand with
flexibility and long-term financial support.
Alignment with government policies also
emerged strongly from our interviews, as
well as the absence of policy conditionality.
Finally, earmarking was seen as an important
attribute for external assistance.
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