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Factsheet: Basic principles of budget support 
Budget support is a financing instrument used to support the implementation of structural reforms and capacity 
building in developing countries. It is a valuable instrument in international cooperation because it combines full 
alignment with partner countries' priorities, the use of country systems and harmonization with other develop-
ment partners.  

Budget support places the responsibility for development and poverty reduction on the recipient country. It is 
therefore a flagship instrument to implement the principles of aid effectiveness anchored in the Paris Declaration, 
the Accra Agenda for Action and the Busan Partnership.1  

From the mid-1990s, budget support programmes were developed to support the poorest countries in the im-
plementation of structural reforms and later in their efforts to achieve the Millennium Development Goals. Today, 
the instrument is used not only as a financing tool in a low-income environment but also to support advanced 
policy reform in middle income countries. 

As a rule, budget support is specifically based on a set of agreed underlying principles. These include respect for 
human rights, democratic principles and the rule of law as well as macroeconomic stability, commitment to pub-
lic financial management and a credible poverty reduction strategy. The instrument cannot function without joint 
principles and an explicit willingness to reform. While budget support is provided to overcome weaknesses, ap-
propriate conditions, such as political stability, a reform agenda and the government's willingness to act, are 
required. 

Budget support is not a blank cheque. It is an entire package of complementary measures:  

 

                                                           

1 Ownership, alignment with the partner country's policy, harmonization between donors, focus on results, and mutual accountability. 
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 Policy dialogue: The partner country's willingness to reform is a precondition for budget support. Reforms 
are not imposed on the country but are negotiated between the partners. Budget support can thus provide 
the incentives and financial resources required to continue along the reform path. It presupposes a common 
basic understanding of the goals of poverty reduction, human rights, democratic principles and the rule of 
law. Budget support creates the necessary platforms for extensive policy dialogue. 

 Performance agreement: Budget support is a results-oriented approach. Policy dialogue is intended to result 
in the partner country making binding commitments in return. These include reforms as well as economic 
and social progress.  

 Accountability: Budget support operations work towards improving the government's transparency and 
accountability to Parliament and citizens. This strengthens public trust in State institutions and contributes to 
more stable conditions. Public access to information, capacity building at parliamentary level, and dialogue 
with civil society therefore form important pillars of the budget support programme. 

 Funding: Budget support provides partner countries with substantial funding for 1) Capital investments such 
as roads and schools and 2) public services such as education. These funds are combined with the partner 
country's own resources and spent by using the partner country's public finance system. Consequently, 
budget support donors place great importance on the strength of these finance systems to prevent ineffi-
ciencies and corruption. 

 Harmonization: Budget support creates a platform for coordinating the various donors. This supports greater 
harmonization between the donors, taking some of the burden off the partner country and thus freeing up 
important resources and capacities.  

 Capacity building: Budget support is a long-term instrument in development cooperation. Implementing a 
national strategy on poverty reduction and development calls for efficient, functioning institutions. It is im-
portant, therefore, to build the right capacities for partner countries to find their own way. 

The Development Assistance Committee of the OECD developed a systematic method for evaluating budget 
support programmes in response to growing demand from donors and partners alike. This method was trialed in 
Mali, Zambia and Tunisia in 2010/2011. Findings from the evaluations reiterate the usefulness of budget support 
as a mean of financing and its positive impact on the government's accountability and transparency in dealing 
with public funds. A direct causality from budget support to poverty reduction is however difficult to quantify on 
account of the many different factors. The three evaluations also show that the effectiveness of budget support 
can be reinforced in association with other aid modalities, such as technical assistance. Improved coordination 
among donors also has a positive effect on the attainment of results. Structural change still requires alignment of 
budget support with national reform priorities, a commitment to reform, and a sense of ownership by partner 
governments.  

Budget support is an effective instrument in development cooperation but not a ready-made solution. It is one 
among many other forms of cooperation. SECO remains however convinced that the instrument can make an 
essential contribution to development and thus deserves a place in the Swiss portfolio of economic development 
cooperation. 
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