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Abstract

The aim of this research is to explore the viewthefdonor society in Nicaragua
on the implementation of the Paris Declaration od Effectiveness (PD). The
research is based on fieldwork, consisting of ingevs with donor
representatives in Nicaragua, as well as otherragtlevant to the subject. |
discuss the origins of the principles of the Padtess the controversy regarding
ownership, the subject of conditioned aid and thttepns of aid allocation. The
results of this study show that the PD is a domored political agenda.
Nicaragua has gone from being a pilot country th effectiveness initiatives, to
decreasing aid flows and donor presence. Drawiam fthe interviews, donors
interpret a stronger ownership by the current govent as flawed. Donor
representatives argue that the appearance of aditidnal donors has
compromised the PD. | argue that aid is mainly eliivoy donors’ geopolitical
interests, disguised by requirements of good garera. Budget support becomes
a tool for donor intervention in national politictterviewees consider the
political situation the main reason for decreasand) to Nicaragua, however, |
argue that it might be justifiable to withdraw adsed on the fact that it is a

middle-income country.

Key words: Development studies, Paris Declaratmmnership, conditions, aid

allocation, good governance, budget support, Ngreaa



Agrip

Markmid pessarar rannsoknar er ad skoda viohonir@adstofnanna i Nikaragva
til Otfeerslu  Parisaryfirlysingarinnar par i landRitgerd min byggir a
vettvangsathugun, par sem tekin voru vidtol vidtfaa préunarstofnanna og adra
adila tengda efninu. Eg fjalla um uppruna markmiaisaryfirlysingarinnar. Eg
tekst & vio hid umdeilda eignarhald prounarrikjalysta prounarsamvinnu og
skiptingu hennar & milli rikja. Nidurstodur rannsékinnar gefa til kynna ad
Parisaryfirlysingin sé politisk stefnuviomid sem @tidholt gjafarrikjum.
Studningur til Nikaragva, sem hefur verid framvarélrauna fyrir arangursrikari
prounarsamvinnu, hefur farid minnkandi og gjafgenik feekkad. Samkveemt
nidurstédum vidtala ma rekja pad til sterkara ergakds naverandi rikisstjornar a
pbrénarstefnu landsins, sem litid er hornauga atipaéstofnunum. Vidmaelendum
finnst tilkoma 6hefobundinna gjafarrika hafa  6gnadnarkmidum
Parisaryfirlysingarinnar. Eg tel ad préunarsamvirstgrist fyrst og fremt af
efnahags- og stjornmalalegum hagsmunum gjafarrig@am eru dulin undir
skilyroum um géda stjérnsyslu. Fjarlagastuoningwerdur pannig verkfaeri
gjafarrikja til afskipta af innanrikismalum. Vidmeadur telja stjornmélaastand
Nikaragva adal astseedu minnkandi prounarsamvinnggefeeri rok fyrir pvi ad
pad geeti verid réttleetanlegt ad draga sig ur landin peim grundvelli ad

Nikaragva telst til medaltekju rikja.

Lykilord: Prounarfraedi, Parisaryfirlysingin, eighatd, skilyrt préunarsamvinna,

dreifing préunarsamvinnu, god stjornsysla, fijarltganingur, Nikaragva



Forewords

This study marks the completion of a MA programméevelopment Studies at
the University of Iceland, of which this researadmprises 60 ECT units. The
research has been supervised by Jonina Einars@itifessor of Anthropology at
the Faculty of Social and Human Sciences at therddsity of Iceland. | express

my sincere gratitude for her guidance and encounagéthroughout this study.

| am ever grateful to Iceida for giving me the ogpoity to take my first steps
into the development world. | especially thank G@iddsson, Iceida Country
Director and Gerdur Gestsdéttir, Iceida Project ®gar for Social Projects in
Nicaragua during my internship, who taught me alieueloping work. Their

input at the idea-stage of this research was iadu

My parents, Kolbrdn Bjornsdéttir and Bjarni Jonssdéor encouraging me in
everything | have taken on in life. From early otrdvelled across the world,

causing them worries and they have supported noeghiout it all.

Maria Bergerlind deserves a warm gracias for heeless proof-reading,
suggestions and ideas. Coleen Littlejohn at the Idv&ank Nicaragua, for
providing me with all the information | needed, aiod keeping an open door.
Kiitos to Emily HOckert, for enriching this studgnd to Javier, for his ruthless

corrections, support in moments of despair andhi®company.



Table of contents

Abstract 3
Agrip 4
Forewords S
Abbreviations 8
1. Introduction 10
2. Theoretical Framework 12
2.1 Aid effectiveness: historical overview 12
2.1.1. The lost decade 14
2.1.2. Development fatigue 15
2.1.3. A new century of hope 18
2.2. The Paris Declaration 19
2.2.1. The principles 19
2.2.3. Accra Agenda for Action 21
2.2.4. Evaluations 22
2.2.5. Critical issues 24
2.3. Is the Paris Declaration a political agenda? 26
2.3.1. Whose ownership? 27
2.3.2. From conditionality to selectivity 28
2.3.3. Allocation of aid 30
3. Settings 32
3.1. Nicaragua 32
3.2. History and politics 33
3.2.1. Sandinistas back in power 36
3.3. History of international cooperation 38
3.3.1. Atesting ground for Paris 39
3.3.2. The implementation of the Paris Declaration 41
3.3.3. A changed scenario 42
4. Methodology 45
4.1. Development research 45




4.2. Entering “the field”

46

4.3. Conducting the research

49

4.3.1. The interviews

50

4.3.2. Analysing the data

52

5. Research findings

5.1. Nicaragua: A pilot country in aid effectivenes

54

54

5.2. Politics and development work

55

5.3. Ownership

57

5.4. The controversial PNDH

60

5.5 Budget support

62

5.6. Alignment and harmonisation

65

5.7. Relevance of the Paris Declaration for Nicarag
5.8 After Accra

67

69

5.9 Future for aid in Nicaragua

69

6. Discussions

6.1 Rethinking ownership

71

72

6.2 Disguised conditions

73

6.3. Selectivity through budget support

74

6.4 The politics of aid

75

6.5. The continuing search for effectiveness

78

7. Conclusion

8. References

80
82



Abbreviations

AAA Apropiacion, Armonisacion y Alineamiento
ALBA Alternativa Bolivariana para las Américas
CDF Comprehensive Development Framework
CPC Citizen Power Council

DAC Development Assistance Committee

DIFD UK Department for International Development
EU European Union

FSLN Frente Sandinista de Liberacion Nacional
GDP Gross Domestic Product

GNI Gross National Income

HIPC Highly Indebted Poor Countries

IDB Inter-American Development Bank

IMF International Monetary Fund

JCLA Joint Country Learning Assessment

JFA Joint Financing Agreement

MDG Millenium Development Goal

MRS Movimiento Renovador Sandinista

NGO Non-Governamental Organisation

OECD Organisation for Economic Co-operation andddgyment
ODA Official Development Assistance

PD Paris Declaration

PIU Project Implementation Unit

PL Partido Liberal

PLC Partido Liberal Constitucionalista

PND Plan Nacional de Desarrollo

PNDH Plan Nacional de Desarrollo Humano

PRSP Poverty Reduction Strategy Paper

SAPs Structural Adjustment Programs

Sida Swedish International Development Cooperatigency
SWAP Sector-wide approach



SysODA Official Development Assistance Informati®ystem
UN United Nations



1. Introduction

The difficulty to reach the beneficiaries of deymitent cooperation
more effectively is due to the fact that projects eun by the donor
community, which formulates, imposes, evaluates,nitocs and
measures the impact of the international coopearatioWe know and
understand the golden rule: He who has the gol&emthe rules.
(Bolafos, 2005: 1)

This is a quote from Nicaragua’s former presidentidtie Bolafios’ keynote
speech at the official dinner for heads of delegaat the High Level Forum in
Paris in 2005. It gives a snapshot of the aid &ffeness debate of the last
decades. Many different theories and currents h#lieenced development work
throughout history, yet development aid has reckeiveich criticism for its lack
of achievements. This has resulted in an increasiogs on a more effective use
of aid flows and encouraged the elaboration of anbmer of international
declarations where donors and developing counte@smit to better practices.
The Paris Declaration on Aid Effectiveness (PD)jotwas endorsed in 2005, is
considered to be one of the most influential jureduin the history of
development cooperation. It builds on lessons krftom failed policies and
proposes a shift in modalities towards a greatenevship of the developing
country of its own development policies (Hyden, 00However, despite the
high hopes set on this new aid architecture, dear that there are issues beyond
aid that have to be dealt with if aid is to becamare effective.

The development scene in Nicaragua has experiemadstic change in recent
years. Nicaragua served as a pilot country in abmunof aid effectiveness
initiatives leading up to the PD. However, since toming to power of the
current government, the country has gone from baidgnor darling to expect a
massive decrease of aid flows. One of the reasamthis is the strong level of
ownership that the current government has adoftlee.political disagreements
between the government and the donors have caheddtter to suspend budget
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support and redefine their presence in Nicaragnaaddition, non-traditional
donors are now increasingly visible. The aim ofkthesearch is to explore the
views of the donor society in Nicaragua on the enmntation of the PD in the
light of the political situation in the country. &hresearch is based on my
fieldwork in Nicaragua, where | spent a year; fiast an intern at the Icelandic
International Development Agency (Iceida) and latanducting interviews with a
number of representatives of both bilateral andtifatdral donor institutions, as

well as other actors relevant to the subject afaesh.

The study includes six chapters. First, | will layt the theoretical framework of
the research. | give a quick overview of the higtof aid, which is relevant for
the understanding of how the debate came to beeckonh the effectiveness of
aid. | mention the antecedents leading up to theaR® | sum up its five main
principles. | outline the main findings of the avations of the PD that have been
undertaken and the critical issues that have arosaldress the subject of politics
in aid, discussing the politically loaded term aofrreership, conditionality and
allocation of aid. Next, | put the field of resdardNicaragua, in a historical and
political context. | present the main efforts madelevelopment work so far and
explain the current political situation, which leettrigger for the disagreements
between donors and the government. In the followimapter, | discuss my choice
of subject and field, as well as the qualititatmethods that this study is based on.
In the fourth chapter, | present the main findio§sny interviews, followed by a
chapter where | discuss these findings guided thlacs theories. The last

chapter sums up the main conclusions of this study.
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2. Theoretical Framework

The standard approach to defining development asl been focused on the
purpose for which aid is given. Riddle (2007: 18)ints out that the most
common definition centres on the notion that dgwelent aid contributes to
human welfare and development in poor countriesvéder, this definition is
largely donor-driven and does not take into accalhthe motives for giving
development aid. He maintains that developmenisaftist and foremost an arm
of foreign policy and geo-strategy of donor cowgriAccording to Hansen and
Tarp (2003: 80), the humanitarian and solidarityeotives of aid have been
distorted by donors for commercial and politicavatage. The yardstick for
assessing development aid has varied with the loavever, there is no
overarching system of allocating official developrhaid. To provide some sort
structure, the Organisation for Economic Co-operatiand Development’s
(OECD) Development Assistance Committee (DAC) wasntled in the early
sixties to promote and enhance the cooperationdsst®ECD member countries
and the developing world. The DAC never set outléine development aid in
general, only aid provided by donor governmentdeweeloping countries. DAC’s
definition of official development assistance (ODAps become a global
definition (Riddle, 2007: 18). Many different despment theories have been put
into practice throughout the history of developmaidt with many failed projects.
However, given the fact that enormous amounts peatson aid every year, the

issue of aid effectiveness has become increasofgtgncern.

2.1 Aid effectiveness: historical overview
The origin of modern development aid is generallyed to the United States

president Harry Truman’s inaugural address in 194@man stated the need to
embark on a bold new path for the improvement amdvth for the people that
are living in conditions approaching misery. Themahould be “to help the free
peoples of the world, through their own effortstiinan, 2008 [1949]). This was
the first speech by a national leader outlining vamgl how it was necessary to
provide aid to the “underdeveloped” countries. RI&97: 72-75) argues that this

12



speech put forward a whole new way of conceivirtgrimational relations. The
appearance of the term “underdevelopment” evokeddea of the possibility to
develop a country. This new vocabulary would bedusejustify the process of
decolonisation after the Second World War, allowaegess to new markets in the

developing countries.

The reconstruction of Europe after the Second Wuvlak was crucial for the
international economy. In the late forties, thetddiStates launched the Marshall
Plan, a recovery program for Western Europe, whicthe same time provided
the booming American production with the marketsieeded (Rist, 1997: 69).
Economic development outside Europe and the Urfiedes gained increased
attention in the political context of the Cold Wand the competition for the
adherence of developing countries for either capmaor communism. For this
purpose, the World Bank and the International ManetFund (IMF) were
established at the Bretton Woods, New Hampshinefecence in 1944, to serve
as supranational finance institutions assistinghtoes in the development quest.
Their first actions were to fix the currency excpamates and put limitations on
capital movements. This was in order to encoureggietand investment, and stop
the destabilizing speculation which had been orgaince the floating rates of
the Great Depression a decade earlier. The IMFd@aigned to assist countries to
avoid balance of payment problems through shont-tkrans, while the World
Bank guaranteed private bank loans for long-termestments (Peet and
Hartwick, 1999: 53-54). The United States, whickl leanerged from the Second
World War with an economically and politically hegenic position, confirmed
its supremacy at Bretton Woods, as the new ingiitatused the United States

dollar and gold as its core unit of account (Wo@f)6: 16-17).

The ideology of the Bretton Woods institutions atie international donor
community was originally inspired by the theoriels Jobhn Maynard Keynes.
Keynes overthrew the old ideas of the neoclassicahomics that free markets
would automatically provide full employment as loag workers were flexible in
their wage demands. He instead argued that thd leveemployment was
determined by aggregate demand for goods and servamd a lack of it could

lead to prolonged periods of high unemployment {Ree Hartwick, 1999: 37-

13



38). Economic growth would be more stable and bemeére people with a
proportioned state intervention. Keynes theoriegsewmfluential in the first
decades of official development cooperation as dofazused on supporting state
intervention in developing countries (Sigurdardpti007: 231). Walt Whitman
Rostow’s theory about the stages of growth als@imecprevailing in the post-
war era. He believed that all countries go througbh same five stages of
development, the highest being a stage of high m@ssumption. This stage had
already been reached by the United States, WeBtawpe and Japan, while the
rest of the world needed a push that would catapeltn onto the growth path.
According to Rostow, “traditional” societies wishino develop only needed to
copy the model of the West, which had already pmoseccessful. Naturally, this
included welcoming an economic integration in teohseceiving aid, investment
and leadership from the developed countries (ReetHartwick, 1999: 80-83).

The slow progress in developing countries causead\ae of scepticism towards
development aid in the seventies. A series of nawgetrisis and the United
States’ balance of payment crisis led to the parmslgf the international monetary
management and the breakdown of the Bretton Wogsters. The decade saw
two consecutive oil crisis and several waves datidn. The developing countries
were faced with stagnating economies, which lethétoeased borrowing abroad
until their balance of payment forced them to ttwnthe IMF for help (Leys,

2006: 115). Economists began to question the effgotss of the Keynesian
economic model. Instead, neoliberal policies wadthe to be the new religion in

economics.

2.1.1. The lost decade
In light of the economic situation at the end @& #eventies, development policies

shifted their focus from poverty alleviation to tsimulation of economic growth.
According to the World Bank, the ultimate objectigk development was now
“faster growth of national income, alleviation afyerty and reduction of income
inequalities” (World Bank 1987:1). The state wasvrmpnsidered an obstacle to
economic growth and free market was the solutiorpdwerty. Policy-makers
downsized the public sector to give space for aemapid expansion of the
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private sector. Official aid institutions followettie same trend, as donors cut
down on funding to developing countries’ governmseand started applying
conditions for their aid. In addition, the misditiea and misuse of public aid
flows caused a great public discontent in donomtees. The political climate
became increasingly hostile to taxation and puistigenditure. Overall, ODA fell
sharply in the eighties (Riddle, 2007: 34).

To be able to manage their immense debts, manylajgrmg countries were

forced to take on lending programs with conditiattached from the World Bank
and the IMF, the so-called the Structural Adjustm@mogrammes (SAPS).

According to Peet and Hartwick (1999: 56), the SARse medium- to long term

economic reforms that aimed to change “the strectiran economy so that it
mirrored the competitive ideal derived from the Yées experience”. The main
pillars of the SAPs were fiscal austerity, privatisn and market liberalisation,
which developing countries were obligated to impainin order to receive the
loan. This policy package has been called the “Wagbn Consensus” (Stiglitz,

2002: 53). However, the SAPs did not achieve tamr, on the contrary they led
to poor development results. They have receivedhhariticism, on the grounds
of interfering in a countries’ sovereignty by ditg its economic policy. Leys

(2006: 110-111) argues that the international dgwekent community only

focused on strengthening market forces, at theresgef states in the developing
countries. As a result, most developing states tlost power to be the prime
movers of development in their own countries. Adaog to Meyer and Schulz

(2008: 2), the SAPs caused a deterioration of ioglghips between donors and
developing countries, with little advance in poli®forms at country level. The
eighties have been called “the lost decade” foetigament (Sigurdardottir, 2007:
240).

2.1.2. Development fatigue
After the failed attempts of the eighties, the tigee were characterised by a

development fatigue. ODA decreased considerablylewdeveloping countries
simply lacked sufficient commitment and capacitiea the basis of a
conditionality-based aid regime. A number of acadestudies claiming that aid

does not work created a pessimistic view towardeldpment as a whole. But

15



the failed attempts of the eighties inspired a geaof thinking. The whole
concept of development was put under discussionitamnds clear that the whole
aid-architecture had to be reformed. It was in toatext that aid effectiveness

became a focal point for the aid agenda (MeyerSaiilz, 2008: 2).

Consequently, the OECD/DAC engaged in a seriesitdtives to revive the faith
in development aid (Riddle, 2007: 41). In 1996, thahly influential
development repoi$haping the 21st Centu(@ECD, 1996) was published. The
report argued that one of the key lessons of dewedmt cooperation is that
donor-driven initiatives are rarely sustainablestéad, developing countries
themselves must be the main impetus of any effecid. It claims that one of the
biggest weaknesses of past aid efforts has beerexbessive amount of aid
projects and strategies of different donors thaidéw local institutions in the
developing countries. To make aid more effectivieere is a need for a
collaborative model between donors and the deveippountry, as “paternalistic
approaches” have not proven to be sustainable.| lamtars should progressively
assume greater responsibility for their own dewvelept, backed by donors
(OECD, 1996: 13).

Inspired by this, the concept of partnership becaerdral in development in the
late nineties. Einarsdottir (2007) explains tha¢ ttoncept, which implies a
contract profitable for all actors involved, was ant to render the relations
between donor and developing countries more egqudlRartners” were now
supposed to agree on conditions for aid togetheywiag the opportunity of
discontinuing the partnership if those conditionsrevnot fulfilled. However,
Einarsdottir argues that this partnership policyswesed by donors as an exit
strategy, offering legitimate reason to abandontalde or poor performing
developing countries. In her opinion, the partngrgolicy has rather enforced

the unequal relations between donors and develauuagtries.

Two years later, the World Bank publishadsessing AidDollar and Pritchett,
1998), another extensive investigation on the &ffeness of development aid. Its
main conclusion is that aid does not work when gavents do not undertake the

right type of economic management. It claims thatditionality does not work,
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but “good governance” is the right way to a susthia development. Equally
influential, Burnside and Dollar's “Aid, Policiesnd Growth” (2000: 847)
similarly found that aid has a “positive impact gmowth in developing countries
with good fiscal monetary and trade policies, hiikel effect in the presence of
poor policies”. It suggested that aid is more dffecif systematically conditioned
on good policy. These reports introduced themeghvwviould shape the language
and rhetoric of development aid for the new centisych as transparency,
accountability, effectiveness, ownership and pmiti accountability (Woods,
2000: 824).

In 1996, the World Bank and the IMF launched theghHi-Indebted Poor
Countries (HIPC) initiative, which created a franoek for creditors to provide
debt relief to the world’s most heavily indebteduntrsies. The initiative was
meant to reduce the constraint on economic growtth poverty reduction
imposed by debt (Easterly, 2006: 230). In 1999, \therld Bank launched its
Comprehensive Development Framework (CDF). The @Bfblished poverty
reduction as a central goal for public policies gdposed that developing
countries would each elaborate a local developmplamt These became known as
Poverty Reduction Strategy Papers (PRSP), whicle ve¢er used as action plans
for debt relief in the HIPCs. (Meyer and SchulzQ2p

Traditional approaches to development financingparticular project-based aid,
were increasingly perceived as ineffective. Thedeation costs for governments
were extremely high and the myriad of projects wamassive administrative
burden for developing countries. In the light ofe tlstrong opposition of
conditioned-based aid, there was a demand of nedudonor interference in
developing countries policymaking, but at the saitmme ensuring the
effectiveness of developing finance. Linked to @BF framework of the World
Bank and the HIPC initiative, sector-wide approacl{WAPs) and budget
support as aid modalities were encouraged (FAdd€Q): 14-15). SWAP has been
defined as an aid modality in which all significadbnor funding for a

comprehensive sector follows a sector policy umgerernment leadership. Donor

! Based on the World Bank report: Burnside, Craig Bavid Dollar (1997)Aid, policies and
growth Policy Research Working Paper 1777. Washington\@rld Bank.
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support for a SWAP can be in the form of projed, dechnical assistance or
budget support, as long as it supports governmestedures (OECD, 2006c:
148). The initiatives presented above led to arrem®ed optimism towards

development aid at the end of the decade.

2.1.3. A new century of hope
Building on a number of major United Nations (UN)néerences from the last

decades, world leaders came together at the UNghea@rs in New York in
2000, to adopt the UN Millennium Declaration. Witle Millennium Declaration,
both donors and recipients, committed to a new alg@artnership in the battle
against poverty, based on eight time-bound targetied the Millennium
Development Goals (MDGs). The goals are to be nye®l5 and provide
specific targets for education, gender equalityijdcmortality, HIV/AIDS, to
mention a few. The MDGs call for a particular foaus increasing aid to the
absolute poorest countries of the world (United iddet, 2000). The MDGs
quickly became a central milestone in developmént laut in order to achieve
them the UN called for a dramatic increase of OBAthe 2002 International
Conference on Financing for Development in Montgrrélexico, it was
recommended that donors would strive to implembattarget of providing 0, 7
% of the gross domestic product (GDP) to develograghbefore the year 2025.
Donors were urged to harmonise their efforts, reduansaction cost, untie their
aid and promote ownership in developing countrigsveloping countries were
urged to adopt good governance and their role wgshasised in contributing to
aid effectiveness (United Nations, 2003).

Following the Monterrey conference, the UN set opralependent advisory body
known as the Millennium Development Project. Itsktavas to develop a concrete
action plan to achieve the MDGs. The commission liplied Investing in
Developmen{Sachs, 2005), which calls for bolder policies idey to achieve the
MDGs before the set time-target of 2015. It recomdsedeveloping countries to
adopt PRSPs that are aligned with the MDGs and rdottodouble their ODA.
The report is critical and mentions that broad eagiare “far off track” in terms
of achieving results. Donors also committed to gmeharmonisation at the 2003

High Level Forum in Rome, and to a greater stratgganning and more
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accountable management at the High Level Forum amrdkech a year later.
According to Meyer and Schultz (2008: 3), the OEDAC regained its
leadership in agenda-setting through its commitnrethese High Level Forums.
DAC established the Working Party on Aid Effectieea in 2003, a common
working ground for bilateral and multilateral dospras well as developing
countries. This group drew up the PD.

2.2. The Paris Declaration
The High Level Forum in Paris was held in March 20a was attended by

development officials and ministers from over mineduntries. It is clear that this
was not the beginning of international concernifoproving aid effectiveness; it
rather united the last decade’s trends into onglesimenue. The PD is so far
considered the most influential development polmly the 21st century. It
surpasses other international development dedaasgtinot only because of the
amount of participants, but also because it intcedu measurability as an
important factor in the implementation phase (Webdl., 2008: 1). The PD is a
twelve page document divided in three parts; theestent of resolve, the
partnership commitments and the indicators of pegr The first part is the
general statement of the signatories where theyrabio “take far-reaching and
monitorable actions to reform the ways they delimad manage aid” (OECD,
2005: 1). They also commit to intensify their effotowards a more effective aid
structure, increase aid flows and monitor and atelthe implementation of the
PD’s indicators. The second part presents the riinaén principles; ownership,
alignment, harmonisation, managing for results, andual accountability. The
third part contains the twelve indicators for megtthese principles. The targets
of the PD are set for 2010, but are not intendeduiostitute any targets that

individual countries wish to set themselves.

2.2.1. The principles
Drawing on decades of experience, the PD claimisaidlais most effective when

it supports developing countries’ own policies. $hawnership is the first main
principle of the PD and is considered its core. &whip entails that “partner

countries exercise effective leadership over trdgrelopment policies, and
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strategies and coordinate development actions” (QEXDO5: 3). Strategies are
then translated into prioritised result-orientecti@bional programmes that are to
be included in the annual budget. According to B2, developing countries

should co-ordinate aid at all levels in dialogughwilonors and encourage the
participation of civil society and the private swctDonors, on the other hand,
commit to respect developing countries leadershigpsupport them in exercising

it.

According to the OECD (2008a: 35), successful dgwalent depends to a large
extent on a states ability to implement policiesl amnage public resources to
achieve its economic, social and environmental ggoAlignment to country-
owned development processes is the second pringiglee PD. Donors commit
to base their overall support on developing coestrnational strategies and to
use country systems and procedures to the maximuemtepossible. By using
national institutions and systems for managing ipulgsources these will be
strengthened (OECD, 2008a: 4). The ultimate insemimfor supporting
ownership and alignment is budget support. It isancielled directly to
governments using local accounting systems andedinto sector or national
policies rather than specific project. For diffareeasons, donors often require
developing countries to comply with their own rulaad to use their own
procedures for managing development programs. Sm@etdonors establish
parallel mechanisms to implement their programmes;called project
implementation units (PIUs). Although these prgjeatight be well managed, it
diverts resources and skills away from public adstiation and undermines a
developing country’s capacity to manage public ueses (OECD, 2008a: 35).
The PD encourages donors to untie their aid. Tieseases aid effectiveness by
reducing transaction costs for partner countriethatsame time as it improves

country ownership and alignment.

The third principle, harmonisation, encourages d®mo work together, be more
transparent and collectively effective. Among measuhat donors can take to
increase harmonisation are: “common arrangemerdsuattry level for planning,

funding, disbursement, monitoring, evaluating aegorting to government on

donor activities, and aid flows” (OECD, 2005: 6)ordrs should increasingly
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work together through joint funding and reportiag,well as reducing the number
of missions to the field. This reduces the transactosts and the massive work
load that a fragmented aid entails. According ® @ECD (2008a: 47), there are
gains from aid harmonisation even when country aship and aid alignment are

weak.

Managing for results aims to improve the managihgecourses and decision-
making. This fourth principle derives from the respe to the aid fatigue of the
nineties, when the focus shifted to holding goveenta accountable for their
policy impact rather than imposing conditions (Meyad Schulz, 2008: 4).
Developing countries commit to strengthen the Igésa between national
development strategies and annual and multi-anbudiget processes, while
donors commit to link country programming and ra@ses to results and align
them with developing countries’ strategies (OECOQ2 8). The last principle of
the PD establishes that donors and developing desrdare mutually accountable
for development results. Developing countries comna strengthen the
parliamentary role in national development strasgwhile donors commit to
provide timely, transparent and comprehensive méiion on aid flows. The
OECD (2008a: 52) states that accountability foruke of development resources

improves the effectiveness of all public resources.

2.2.3. Accra Agenda for Action
With a few years of gained experience of the PB,Hiigh Level Forum was held

in Accra, Ghana, in September of 2008. Accra hashad as much resonance as
Paris, but it was an important venue for donors @ekloping countries to come
together. According to Brown and Morton (2008: #hany developing countries
believe that the PD lacks legitimacy, since it watsally conceived and driven by
donors. They believe that the main change obseirvestccra was the stronger
position of developing countries, which played arenactive role in the

preparation and elaboration of the agenda.

Special attention was given to the definition ofnanship as it was though to be
portrayed too narrowly in the PD. It was consideheavily in favour of central

players of developing countries, rather than seotosub-national players. In
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developing countries, governments have an almadtigixe ownership in highly
technical sectors, while civil society and margimed groups find more ground in
cross-cutting sectors of cooperation (OECD, 20084: It was argued that aid is
more effective when a broader constituency of s$takkers is consulted and
engaged in the definition of national developmembriies. The Accra Agenda
for Action (OECD, 2008b) encourages developing toesi governments to
work more closely with parliaments, local authestiand civil society in
preparing and implementing national developmenicd and plans. It also calls
for greater involvement of the media, the privagetsr and local research

institutes in the dialogue on development poliayaimore inclusive ownership.

2.2.4. Evaluations
The OECD has published two monitoring surveys @ RD, in 2006 and 2008.

The 2006 Survey on monitoring the Paris Declaraticiaims that the PD has
stimulated an important dialogue at country-level bow to improve aid.
However, in order to achieve set goals, thereilisasiong way to go. It states that
there is a serious lack of ownership of the develm processes among
developing countries; only 17% of surveyed coustrizgad an operational
development strategy, when the PD targets 75% (QEQRDO6b: 10).
Development plans also have to be closer linkezbtmtries’ budgets and results
frameworks. Donors need to support these effortthén by making use of
developing countries’ national budgets and aligthwiational strategies, as well
as to improve the transparency and predictabilittheir aid. The2006 Survey on
monitoring the Paris Declaratioralso calls for a significant reduction of the

transaction of delivering and managing aid.

Similarly, the 2008 Survey on monitoring the Paris Declaratiolaims that

progress is being made, but not fast enough. Itiorenthat without serious effort
from both donors and developing countries, theetargvill not be met by 2010.
Although progress has been uneven, three indicators significantly improved;
a bigger part of developing countries showed impnognts in the quality of
countries’ system for managing public funds, aidinsreasingly untied, and

donors’ technical cooperation is more coordinated aligned with the capacity
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development programs of the developing countriesvéver, the progress pace is
still too slow. Relatively little progress had beprade in the use of country
systems, accountability had to be strengthenedrasté emphasis has to be made
on cost-effective aid. Donors also have to be nagreirate in budget estimates, as
less than 50% of aid was disbursed according teddbes in 2008 (OECD,
2008a: 12).

The first phase of a synthesis report, Bvaluation of the implementation of the
Paris Declaration was published in 2008. The second phase of ttakiation is
to be completed in time for the next High Level éirarin 2011. The findings of
the first phase are similar to those of the momitpreports from the OECD; that
not enough progress has been made. It points authté PD is not just a technical
agreement, but a political agenda. This become®lmtacle when processes
required for its implementation confront issuespofver and political economy.
Both donors and developing countries are strugghity the implementation of
the PD indicators, as they are often unrealisticirmufficiently adapted to
different country conditions. It states that the B3sometimes perceived as too
prescriptive on developing countries and not endaigding on donors. There is a
continuing perception that it is donor-driven (Wagidl., 2008).

The Evaluation of the implementation of the Paris Deaten claims that donors
are still reluctant to confide in developing couggt capacities and systems. Most
of the donors evaluated are limited by their owritigal and administrative
systems to support ownership. Ownership needs tappeoached as a process,
not an absolute condition. Progress in aligningdweloping countries’ priorities
has also been uneven and the relative weaknesasinfrg systems is perceived as
a serious obstacle. Donors are unwilling to usedlsystems and maintain their
PlUs. Issues of confidence restrain the processmohonisation, due to the need
for visibility and accountability of donors. In aimber of countries the budget

support modality has become highly controversiab@d/et al., 2008: xi).

There have been efforts to improve aid effectiveng@fie European Union (EU)
adopted th&eU Code of Conduct on complementarity and the ionisf labour
in development policfEuropean Union, 2007) in 2007, which is builttbe five
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main principles of the PD. It is meant to improte division of labour between
EU donors, as they frequently concentrate on theesdeveloping countries and
the same sectors, while others are ignored. Dostwosld expand their areas of
strength according to their comparative advantaged look for a greater
specialisation. The Code of Conduct recommends x@nmen of three to five
active donors in each sector; however, they cdh ks present in non-focal
sectors by delegated partnership. Donors shoulol alsrk towards providing
increased budget support. This division of labdwutd also be transferred to a
regional level and donors should identify a limitegmber of priority countries

through a dialogue within the EU.

Aid modalities were reviewed along with the new athitecture. The PD
underlines the importance of budget support, whsclmeant to foster country
ownership by focusing on governments’ own priositend disbursing through
national financial management systems. This crdatggeer public spending and a
more predictable support for sustained policy amstitutional reforms. With
budget support, the policy dialogue is focused atonal budget priorities, rather
than on specific expenditures and proceduresldtalfor reduced aid volatility
and a more predictable aid (Koeberle et al., 2@Q05However, to receive budget
support governments have to adhere to certain foedtal principles, such as
peace, democracy and respect for human rights. H{®@09) claims that these
performance targets have a different approach thanconditionalities of the
SAPs, as well as being fewer and better managehaie before. It is favoured
over project support, as it is less costly to pdevand administer. The impact of
budget support is of growing importance, due taigsg popularity. It accounts
for an increasing share of total ODA provided bkarge number of donors. The
modality has not been widely researched, partly tduine difficulty to trace the
specific impact of budget support (Riddle, 2007020

2.2.5. Critical issues
The PD has been criticized for ignoring the ciwviciety and gender issues.

Although the issue of civil society was discusséd\ecra, Steinle and Correl
(2008: 13) argue that civil society was unrightfulixcluded by the PD, as the
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relationship between donors and a developing cgigngovernment should not
exist separately from the civil society. Similany;Neil et al. (2007) mention that
it has pushed for a more democratic ownership, iagguhat participatory
democratic practices and citizen involvement aex@nditions for development.
Vilby (2007: 77) points out that by ignoring thevitisociety in the development
agenda; there is a risk that the PD becomes ydhanstate-focusing document
that undermines the joint contribution of all des@hent actors. However, in the
incorporation of the civil society as an importdetvelopment actor, it should not
become an instrument of the state but rather mainttindependence to be able
to serve the role as a watchdog. Nonetheless, tieanain diverging opinions
about the role of civil society. Zimmerman (2007; &gues that national
governments are ultimately responsible for theimodevelopment agenda and
responsible only to their taxpayers, not to ciwktiety. He also questions the
legitimacy of civil society organisations as re@msitives of citizens.

Not much emphasis was made on gender equalityeiRPBhand the Accra Agenda
for Action. The empowerment of women has gener@en seen as a pre-
requisite for development, however, Craviotto (20@&ims that progress in

gender equality and women’s empowerment has beeeshdn fact, the PD only

incorporates the matter of gender mainstreamirgthee harmonisation processes,
which has prevented the elaboration of clear gir@sewith respect to gender
equality and aid effectiveness. According to Cr#eio a more democratic

ownership would benefit women’s role in developmprcesses. De la Cruz
(2008) argues that gender equality must be recedras a central element of the
development agenda and included in the planninggsses. However, gender
equality is not the only policy decision determumpiaid effectiveness that the PD
leaves out; there is also commerce, debt, foreigestment, remittances, policy

conditionality and more.

Some have questioned whether the OECD is the atkeglaform for governing
the global aid regime. The close collaboration leemvthe World Bank and the
OECD can be limiting at the time of inclusion ofwmndevelopment actors. It also
restrains the voice of the developing countriesh(f&; 2008: 2). The priority
should be to broaden the multilateral dimensiornhef aid effectiveness agenda.
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Some actors have encouraged moving the aid reforoteps to a more
representative institution than the donor-drivenGDE such as the UN. This
would make accountability clearer and reduce thapiexity of the international
aid system (ActionAid, 2007: 10). However, donorght be reluctant to move

the scenery to the UN, as it would reduce theiotiagon power.

2.3. Is the Paris Declaration a political agenda?
According to Booth (2008: 2), the PD is the besstaxg summary on the lessons

learned from the half-century of experience in dewment aid. However, he
points out that the PD is not only a technical doeat on how to manage aid, but
rather a highly political one. He argues that theerinal politics of developing
countries has much more impact on the implememtacb the PD than is
admitted. In aid-dependant countries, policy chainggolitical direction is more
fundamental than before and developing countriest riulfil the patronage-based
political systems. Sjolander (2009) similarly argleat the PD is clearly tilted in
favour of the donors. The power inequalities betweenors and developing
countries put the latter in an uneven bargainingitmm and the PD provides no
mechanism to address this. Schulz (2007a) claimtsthie failure of taking into
account the political nature of the new aid arcitee is one of the main
obstacles towards improvement. Development codperas a part of donors’
foreign policy and will always be influenced by aomic interests of the donor.
With the international division of labour among dosy preached by the PD and
the EU Code of Conduct, donors’ self-interest, plogver relationships between
donors and developing countries, and the influentepolitical aspects of
development cooperation have to be taken into attcou

The introduction of budget support has caused arwoig political debate.
According to Hoven (2009: 2), budget support canelfective in developing
countries that are heavily dependant on extermilveith numerous development
actors and a high degree of fragmentation of aidah produce a more strategic
political dialogue between donors and the develppountries’ governments.
According to Alvarez (2009: 3), budget support bana tool to promote national

ownership in countries with no conflict of interest sensitive governance
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situation from a donor perspective. However, slipies that ownership through
budget support is an illusion. Developing counttilest are eligible for budget
support are often characterised by institutionalnst@ins and weak
administrations, which makes them susceptible tereal influences. Alvarez
claims that there has been an increase in donorpenatives in developing
countries’ policies that undermines the rationdleational ownership, which she

calls a “post-conditionality approach”.

Alemany and Mongabure (2009: 153) argue that busiggport may be becoming
a new way of imposing donor conditionalities. Da¢gam up and concentrate
their power, reducing that of the government. lnrddes where donors do not
agree with the national politics, budget suppor tan into a tool for donor

interference, by stopping the execution and flowtlie national budget. The
debate on budget support brings on the subjectavokrship and selectivity in

aid.

2.3.1. Whose ownership?
As mentioned, the origins of ownership came asspamse to the conditionality-

based adjustment programmes of the eighties. Thedaf these conditionalities
to produce results forced a new way of thinkingsdah on the belief that
sustainable development could only be achievetdfdeveloping country itself
was responsable for its policy making. This subfexs since been discussed with
much pressure from developing countries and intemmal civil society. Rocha
and Rogerson (2006: 13) argue even though dones ‘racreasingly embraced
the concept of country ownership, at least in @fidiscourse, they have not
abandoned the use of conditionality to provide suppReliance on economic
conditionality may be decreasing, but the numbecaiditions ... is still very
high”.

Conditions attached to aid agreements restrictréeelom of developing countries
to choose their own development policies, thuscaidditionality and ownership
are never compatible. According to Sobhan (2008:-%46), once donors commit
to the fact that aid effectiveness depends maimlydomestic ownership over
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policy reforms, they also have to accept the lichitefluence they can exercise
over the use of their aid in developing countriésis can be challenging when
donors’ notion of appropriate policies do not cadec with those of the
developing country’s. Donors should not promote esship, if they are not

prepared to back down.

Sj6lander (2009) points out that donors have nangkd their attitude from
running the show, because they are too afraidtbiidego of their traditional way
of doing aid. The fact that donors are still toomimating impedes the
implementation of sustainable ownership. Criticguar that the term ownership
has become a euphemism for the adoption by devejamuntries of externally-
conceived policies. Ownership cannot be measurethéyexistence of a PRSP
that has gone through a long negotiation procesh wonors. Furthermore,
conditions oblige governments to be accountabkgotwors, creating a false sense
of ownership (Zimmermann and McDonnell, 2008: 2&.a result of the widely
criticised conditionalities in aid, donors increagy focused on good governance

as an important factor for aid.

2.3.2. From conditionality to selectivity
The emergence of good governance in the ninetesdraed as a general guiding

principle for donors to demand when engaging inetgyment cooperation. The
notion of good governance backed by the influeniakld Bank reporAssessing
Aid and later “Aid, Policies and Growth” (Burnside abdllar, 2000), marks a
shift within the donor community. The idea that mdnly effective in developing
countries with sound policies and effective ingiitns encourages a more
systematic targeting of aid, by concentrating itcountries that show genuine
commitment to improving governance (Hermes and ike2901: 8). The concept
has given rise to a new pattern of interaction ketwdonors and developing
countries’ governments, namely as a pre-conditmmualify for aid. This has

resulted donors to move from conditionality to sgigty in aid.

Doornbos (2003) mentions that the concept of gamgemance became the new
buzzword of the discourse of development aid inrimeties. He argues that the

28



term itself came to imply an objective judgmenttbé political behaviour of
governments. It did not originate in an academiatext, but within international
donor agencies, conceptually preparing the tefiipolicy intervention. By the
end of the Cold War it was no longer justifiablegige aid to authoritarian states.
Instead, it seemed acceptable to set political itiond on the way countries
managed their governmental affairs. The new cdteof good governance was
broad enough to include political dimension, wiatehe same time vague enough

in interpretation.

According to Doornbos (2003: 14), considering tagueness of the concept good
governance and different interpretations, it ishpgmatic to use as a criterion for
deciding which countries qualify for aid. He alsomders if “bad government”
will in principle ever become “good”, unless thevgmment concerned is
prepared to reform its governing structures to ntleetrequired criteria. Pronk
(2001: 626) argues that good governance must bejmutontext of developing
countries. Rather than focusing on “good policiglsg focus should be on “better
policies” to achieve a greater impact. He mentithrag “policy improvement and
better governance should not be seen as pre-comslitor development and for
development aid, but also as development objectivemselves”. Findings by
Hansen and Tarp (2001) and Easterly et al. (26®)w that aid effectiveness is
invariant with respect to the indicator of goodippl According to Sobhan (2002:
540), donors are directing their aid towards thiauniliar territory of governance,
due to a growing frustration with the state of aftectiveness. He mentions that
the “confusion of objectives in aid policy is beingmpounded by contradictory
motives where the juxtaposition of political andeemic goals in the allocation

of aid commitments is compromising its effectivesies

According to Hout (2010), the dominant understagdif good governance fails
to recognise the political character of governaisseies. These issues relate to
existing power relations in society, such as theesg of marginalised groups to
political decision-making or powerful groups thaampulate governance reform,
which have not received sufficient attention fromvelopment agencies. Hout
studies the EU development policies, which are seenomplementary to those

of the member states. He argues that the EU ingsmthave been in line with the
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PD, but the implementation of the policy is lackohge to the difficulty to achieve

coordination between the member states. He claivas the EU development

framework is a neoliberal one, which perceives gaaece in a predominantly

technocratic way. The main tool of the EU in depélg countries is the Country

Strategy Paper, which includes a set of governardieators for the assessment
of the economic, social and environmental situatiothe developing country. It

also uses a country profile for each developing ntgu including nine

components for the assessment of the governanzisit.

2.3.3. Allocation of aid
Linked to the discussion of good governance anecselty in aid, there has been

an increased discussion regarding the determimdiratisl allocation. According to
Alesina and Dollar (2000: 33), foreign aid has beety partially successful at
promoting growth and reducing poverty. One of tasons for that is the pattern
of the flows of aid. They argue that foreign aiddistated as much by political
and strategic motives, as by economic needs andyppkrformance of the
developing countries. Factors such as colonial past political alliances are
major determinants of aid. However, they find thdiile “foreign aid flows
respond to political variables, foreign direct istraents are more sensitive to
economic incentives, particularly good policiessopi and Mavrotas (2006),
mention that although the main factors driving #e allocation process aud
commercial, political and strategic motives, moshats also have an altruistic
motive and give aid for humanitarian reasons. Hawethis is not the case in
inter-country allocation, where especially bilatetanors pay a relatively low or
even no attention to developmental or humanitagancerns, including the
reduction of poverty. Nielsen (2010) on the othandy does not question the
prevalence of geopolitically strategic allocatiohaid, but believes that donors
also allocate aid in response to the needs of dpigl countries. Nevertheless, he

accepts that donors may not always give the mddbahe poorest countries.
Fleck and Kilby (2010) add military links, arm imp& aid from rival donors,

geographical borders and a common language to somatives of allocation of
aid. In their study on the United States foreigth, #iney found that due to the so
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called War on Terror, there has been a decline eedssensitivity in aid
allocations, as well as an increase in the proibabdf wealthier countries
receiving aid rather than poor countries. They arthat the increasing focus on
selectivity could result in decreasing emphasisiead. This is a re-emergence of
Cold War practices with declining aid flows for podut geopolitically
unimportant countries. Bobba and Powell (2007:rgua that politics matter not
only for the allocation of aid, but also for itsfegftiveness. They maintain that
when aid is used to obtain political allegiancesas a negative effect on growth.
This is because ‘it is likely that there will bes$e concern regarding the
effectiveness of that aid for enhancing economifopmance”. On the contrary,
they found that aid extended to non-allies hagangtpositive impact on growth.
Based on this, aid can be beneficial when it iscalfed independent of recipient

policies.

Rogerson and Steensen (2009) argue that the pattesid distribution across
countries is insufficiently co-ordinated, resulting an unequal position of
developing countries. The resulting geographicad bas created so-called aid
darlings and aid orphans. Levin and Dollar (20@Bjhfermore classify countries
into difficult partnership countries, or fragileagts. These are countries with
difficult environments for aid, such as weak pdgiand institutions, and
countries emerging from conflict. Fragile states generally amongst the poorest
countries. Aid to fragile states is more volatian to other developing countries
and they receive lower overall aid in relation beit level of performance and
poverty. Levin and Dollar point out that since thestates have greater
development challenges than other developing cmsntdonors should rethink
their aid allocation patterns. McGillivray (2006)gaes that conventional aid
instruments can be problematic in fragile stateshasrisk is very high. Fragile

states are rarely eligible for budget support.

There are many polemic issues regarding the ptexi@pnd the implementation of
the PD. Set out to be a fresh breeze in developmentt is still charged with

politically sensitive issues regarding the relasiop between donors and
developing countries as previous efforts. To pi# ith context, | will research the

process of implementation of the PD in Nicaragua.
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3. Settings

3.1. Nicaragua
Nicaragua is the largest country of Central Amenigéh its 130 000 kmz. It

borders with Honduras to the north and Costa Ridaé south. Both the Atlantic
and the Pacific coasts of Nicaragua consist ofresxée plains, while the centre is
interrupted by a volcanic chain that crosses thentyg from north to south. The
variety of lakes and rivers, including the largésishwater body in Central
America, Lago de Nicaragua, has earned Nicaraguadltoquial name the “Land
of lakes and volcanoes”. The climate varies betwherlowlands, the central part
and the mountains, ranging from 10°C to 35°C. Tdeyrseason normally starts
in May and continues throughout November with atrezre susceptibility to

hurricanes (Penland et al., 2006).

The Nicaraguan economy is primarily focused onpghmary sector, such as the
production of coffee, sugar cane, shrimp and b&bfs makes it sensitive to
international market fluctuations, as experiencaedng) the 2000 to 2001 coffee
crisis, which had a devastating effect on Nicaragcaaffee farmers. Also, a
volatile source of income is remittances, which enak about 12% of the GDP,
as an estimated 10% of Nicaraguans live abroa®0Db6, Nicaragua signed a
free-trade agreement including Central America tiedUnited States, which has
expanded the export opportunities for agricultussdld manufactured goods
(Sistema de las Naciones Unidas, 2007: 20).

With a population of approximately six million inbigants, the majority of the
Nicaraguan population lives on the Pacific coast anthe central part of the
country. A 70% of the population is mestizo, desiegts of Europeans and
Amerindians, and Roman Catholic. The Atlantic caastivided between two
autonomous regions, which have throughout historgenb culturally,

geographically and politically separated from thetrof the country. Because of
its inaccessibility, “the Coast”, as it is calledas practically left out by the
Spanish conquistadores. For a time it was a Brjpisitectorate, where African
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slaves were brought to work the land. The poputatsoto this date still Creole-
speaking and identifies more with the Caribbeaand!culture than the rest of
Nicaragua. There are also a number of indigenopsilptons on the coast, the
largest being the Miskitus, who also maintain tloein language. Its remoteness,
resulting in the lack of access to public serviaed markets, causes the Atlantic
coast of Nicaragua to have one of the highest ppveates in the country
(Jamieson, 1999). The region has repeatedly bemrckstby devastating
hurricanes, the latest being Mitch in 1998 andxHeli2007.

3.2. History and politics
Nicaragua, along with the Central American coustrieeceived independence

from Spain in 1821. Together they formed the Fdd&wspublic of Central

America, from which Nicaragua broke in 1838. Sintteen, liberals and

conservatives have engaged in a power strugglein@uhe first years, the
country’s capital consequently varied between therél Ledn to the north and
the conservative Granada to the south, dependirigeoparty in power. At last, it
was decided to find a neutral city that would padioth political fractions,

establishing Managua as the official capital in 285 1856 the American
filibuster William Walker, backed by the city of @B, invaded Nicaragua and
proclaimed himself president. After a year, he wla$eated by a coalition of
Central American armies, giving power to the constives for the following 30

years (Penland et al., 2006: 55).

Nicaragua has since its independence experienc&gdoag influence from the
United States. During the conservative period\thged States expressed interest
in building an inter-oceanic canal in Nicaraguaatsically connecting the
Pacific with the Atlantic. This idea was abandomdgkn the liberal president José
Santos Zelaya rejected the proposal. Zelaya didvaoit to give up Nicaraguan
sovereignty of the land destined for the canal,llehging the United States
geopolitical interests. The canal was later builPeanama. The following tensions
between Nicaragua and the United States resultadnititary occupation in 1909
to overthrow Zelaya and install a government badkethe United States. During
the following two decades, the United States dotechgolitics in Nicaragua. All
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rebellions were brutally silenced by the Nationala@l, which was financed and
trained by the United States. In 1927, a guermylar led by Augusto César
Sandino broke out against the conservatives, viighmission to expel foreign
influence from Nicaragua. The war lasted for siange until peace was made in
1933. Due to the defeat in Nicaragua and the remess the United States, the
marines were called home. The loyal Anastasio San®arcia was placed as
head of the National Guard. Somoza ordered theutiwacof Sandino in 1934

and imposed himself as president two years latemd2a, followed by his two

sons, would come to rule Nicaragua for 35 yearsl¢h Tijerino, 2008).

The Somozas ran the country like a family comparywith an iron fist. Despite

the growth of the economy in the fifties and sigtighe inequalities of the
distribution of wealth were appalling. There wagrawing dissatisfaction among
the public with the cruel dictatorship of the Som®zA scandal arose when
Somoza used the opportunity to pocket a big pathefforeign aid that poured
into the country after the earthquake in 1972 (&hl Tijerino, 2008). The

stealing of the national wealth by the dictatorslailong with the atrocities of the
National Guard and the growing political tensiamelfed the rising of the Frente
Sandinista de Liberacion Nacional (FSLN), namecerafthe national hero

Sandino. After a number of attempts to overthroevldst Somoza, the FSLN-led

revolution finally triumphed in 1979.

The Sandinistas took over a war-struck country witetaggering poverty level.
With healthcare reforms and a massive literacy @agnp the revolutionary
government gained international recognition. Howgewéth the coming to power
of President Reagan in the United States in 19&ilrdlationship with Nicaragua
changed. Nicaragua was now considered a commumesdttin the middle of the
Cold War. The United States began financing thentmvevolutionaries, “the
contras”, which consisted of the remains of the itional Guard, to fight the
Sandinistas. In 1986, the Iran-contra affair wasauvelled, causing a political
scandal in the United States. The Reagan admitistravas discovered to be
selling weapons illegally to Iran, donating thergaihrough third party donations
to the contras (Longley et al., 2006). The civilriasted throughout the eighties,
devastating the country. The hyperinflation of ke eighties and hurricane Joan
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in 1988 increased the misery. The Nicaraguan pesete tired of the war, which
they demonstrated in the 1990 elections when R¥aesidaniel Ortega, leader of
the FSLN, lost the power to the leader of the ofjows coalition of fourteen

parties, Violeta Chamorro (Prevost and Vanden, 1997

The first task of the new government was to obpahtical stability and to put

the economy back on track. The Sandinistas haadhtatteantage of their last days
in power, during which they passed a series ofslagjve acts known as “The
Pifata”, when estates that had been seized byavergment became the private
property of various FSLN officials. According to &ngham (1998), Chamorro’s
administration introduced one of the most severePSAamong the new

democracies of Latin America. Nicaragua was ongewgral developing countries
required by the IMF and the World Bank to undertaksix-year program of

austerity, debt reduction, and liberalization. Véiplead privatizations, such as in
the agricultural and cattle sector, restrictive etany policies and deep cuts in

state employment and subsidies caracterised thereaeties.

In 1996, the liberal candidate and former mayoMahagua Arnoldo Aleman of
the Constitutional Liberal Party (PLC) was votedegident. Aleman was
successful in promoting economic recovery and meahdg reduce inflation and
promote growth of the GDP. However, during his negadhe PLC and the FSLN
made a controversial alliance called “el Pactostnaning other political parties
from power. One of the main consequences of “etdPabesides the personal
enrichment of the participants, was the immunitpafliamentarians. In addition,
an electoral reform was made according to whichptiteentage necessary to win
a presidential election was lowered from 45% to 3%%6s would later be crucial
for Ortega’s re-election. In 2002, Enrique Bolafmfsthe PLC assumed the
presidency. His campaign centred on the fight agaiorruption, governability,
democracy and transparency. Consequently, the Bsladministration sentenced
former president Aleman to twenty years in prison Widespread corruption
charges, including money laundering and embezzle(&mloch Tijerino, 2008:
343-346). Bolafios’ anti-corruption campaign unleash political war within the

PLC, which cost him the loss of support of his paRue to this, Bolafios had a
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hard time passing legislations through the parli@mduring his mandate
(Nitldpan-Envio, 2003).

3.2.1. Sandinistas back in power
As mentioned, “el pacto” was decisive when Danigke@a ran for president again

in 2006 and won with only 38% of the national vateJanuary of 2007 the FSLN
took power, naming its government one of “recoatitin and national unity”.

Ortega ended thereby Nicaragua’'s 16 years of lilgraernments and declared
that he wanted to put an end to the “savage cegnmtathat had ruled the politics
of the country. His main priorities were not asaletionary as in the eighties; to
secure foreign investments and tackle the widesppeaerty (Kampwirth, 2008).

With a commitment to social justice, the Ortega susiration has focused
greatly on education and health, making it free &lr It also engaged in

numerous government social programs, such as the Benger program,

combating hunger on the Nicaraguan countryside r{&tth 2009), and “Zero

Usury” granting Nicaraguan women favourable micredé loans (Garméndez,
2007).

However, the Ortega administration has had itseslafrcontroversy. Ortega, a
strong critic of the Catholic church in the eightieeconciled with the church and
confirmed the polemic abortion law, prohibiting &ihds of abortion, passed
initially by the Bolafios administration (Kampwirt2008: 122). This caused
strong reaction from women’s right organizations well as from the

international donor community. Ortega also esthblis the debatable Citizen
Power Councils (CPCs) by presidential decree in72@0e maintains that the
CPCs serve in order to directly oversee specifitegm@ies of government
spending and to let community leaders have a sayhgre and how government
funds are spent. Meanwhile, the opposition claiingytare party-controlled

organs and just another step in Ortega’s drift todwan authoritarian government

that does not answer to the legislature (McKinley2D08).

Nicaragua under Ortega also joined the BolivaridierAative for the Americas
(ALBA), a trade and economic pact with Venezuelab&; Bolivia, Ecuador and
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a number of Caribbean islands. This has raisedecoadrom the United States
and other observers that claim that Ortega is ngowiran authoritarian direction.
Under ALBA, Ortega has developed a close relatignstith Hugo Chéavez,
receiving funds from Venezuela with limited pubdiccountability (Sarria, 2009).
They are not reflected in the national budget, esithe transactions are said to be
handled through a quasi-public company called Akmiand the state-owned oil
company, Petronic (McKinley Jr., 2008). Nicaraggaalso moving closer to
controversial countries such as Iran, Russia abgia_vith little transparency as

to their relations.

The antecedents and outcome of the municipal etectdf November 2008 have
undoubtedly been the most polemic event since t8ENFtook power. The
months leading up to the elections were tense.gbvernment disqualified two
opposition parties from the ballot, the Partidodrdd (PL) and the Movimiento
Renovador Sandinista (MRS), for technical reasohs.also started an
investigation on various national and internationabn-governamental
organisations (NGOSs), including the British Oxfafar money-laundering and
subversion. Right before the elections the goveningecided not to accredit
independent local or international electoral obeesvto monitor the elections.
There was also a debate regarding the independenttee Supreme Electoral
Council (The Economist, 2008).

The FSLN won 94 of the 146 municipalities at stakethe elections. The
Supreme Electoral Council received national anéridtional criticism due to
irregularities in the election process. The oppaogiiclaimed that ballots were
dumped, that non-FSLN members had been refuseot¢oand that the number of
tallies had been altered (Sarria, 2009). The faligwdays after the elections, both
Sandinistas and opposition took to the streets stibhes, machetes and mortars.
The opposition demanded a recount, which was ordptgd in the municipality
of Managua and without presence of internationgkolers or members from the
PLC. The recount confirmed FSLN'’s victory (Kaufm&®08). Since then, there
have been regular protest marches by both Sarabrastd liberals.
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The controversy has continued as Ortega managgek the Nicaraguan Supreme
Court to approve a presidential mandate in whiche@ar's re-election for
president for a second term is made possible (M&sdiarios, 2009). The

elections are due in 2011.

3.3. History of international cooperation
Nicaragua is the second poorest country in LatineAca. A total of 45% of the

population fall below the international povertydiof living of one dollar a day
and 80% under two dollars a day (OECD, 2006a). Atiog to UNPD’s Human
Development Index, which looks beyond GDP to a @eoalefinition of well-

being, Nicaragua ranks in 124th place of a total&? countries (UNDP, 2009),
achieving a medium human development. It is clesbiby the World Bank as a
middle-income country (World Bank, 2010). With aahmiddle class, there is
an enormous gap between rich and poor. Accordirgiaiistics from 2007, 20%
of the countries poorest consumed only 6, 2% ofnditenal consumption, while
the richest 20% consumed 47% (Sistema de las Nexibmidas, 2007: 13). In
2008, ODA amounted to a total of 417 million USDNicaragua (Banco Central
de Nicaragua, 2008 here are an extremely high number of donors ptesen
Nicaragua, which makes the development cooperatimene in Nicaragua a
complex phenomenon. The Directory of Developmergaisations (2010) lists
461 development organisations in the country, khiclg everything from NGOs,

trade unions and faith-based organisations toiaffaevelopment agencies.

The World Bank was the first donor to engage inpawation with Nicaragua,
upon request of the Somoza government. The imgabrt of its first mission in
1951 shows enthusiasm, as it states that “few dlesgtefoped countries have so
great a physical potential for growth and econopatential as does Nicaragua”
(World Bank, 1953: 3). The mission’s descriptidrtiee economic conditions of

Nicaragua’s populations follows:

Although a few people enjoy high incomes and a dseth of living
comparable to the higher levels of Latin Americardpe and the United

States, the general standard of living is low. hsic diet of corn, beans,
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bananas or plantains, and rice, supplemented by sugl some meat, is
sufficient to fill the stomach but it is neither [@aced nor energy
producing. Drinking water is not safe even in thajon towns and

sanitation is inadequate everywhere. Even in thmtalaonly half the

population has electricity and many of the streeted paving (World

Bank, 1953: xxv-xxvi).

It was due to the triumph of the revolution thaemational aid began to flow into
Nicaragua. The first international actors to armwere solidarity movements, first
supporting the Sandinistas against Somoza and dgi@inst the contras. These
movements where boosted by the massive media agwerh the civil war,
keeping the political situation and the involvemetthe United States in the
public eye (Perla Jr., 2009).

The established peace and relative stability dutiregChamorro administration
attracted international aid flows. Between 1990 ahfl96 international
cooperation represented 30% of the annual GDP ¢kimITijerino, 2008: 339).
However, a big part of these aid flows were diseetllocated to the immense
foreign debt that had accumulated throughout the. izaring the Aleman
administration, dependence on international aidiocoad and Nicaragua greeted

the new century by having one of the highest legelSDA per capita worldwide.

3.3.1. Atesting ground for Paris
Nicaragua experienced some early efforts to coatdimid, but it was not until

the beginning of the 21st century that it reallgdr@e a testing ground for the PD,
hosting several pilot initiatives for aid effecthass. In 2002, as a follow-up to the
Monterrey Conference, the first Development CoadpamaCoordination Forum
took place in Managua. A year later, the governnueeated the sector and the
global round-tables in order to improve the dial®gystem between donors and
the government. The sector round-tables were nteasdrve as a platform for the
different sectors of the cooperation, such as ddéugahealth and infrastructure.
The global round-table was meant to be the maiityeof the political dialogue
structure, including sector cabinet’s coordinatgmyernment representatives and
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heads of missions of all donors. According to Pamedd Schulz (2008: 7), this
mechanism has resulted to be a rather formal agifidient mechanism. While
some of the round-tables still meet regularly, cgtherere never held or held

sporadically.

Because of Nicaragua’s high levels of poverty arassive foreign debt, it was
accepted to the HIPC initiative of the IMF and t&orld Bank. One of the
conditions was the elaboration of a PRSP, which Vigalised in 2004 and
completed Nicaragua’s adhesion to the initiativenifeker, 2004). As a result of
the High Level Forums in Monterrey 2002 and Rom@320the OECD/DAC
decided to follow up to the general coordinatiorogasss for cooperation in
fourteen developing countries, including Nicaragi¥éthin this framework, DAC
launched the Joint Country Learning Assessment A)@hitiative. Upon request
by the Bolafios government, Nicaragua was selededna of four developing
countries throughout the world to serve as pilaintoes for the JCLA process.
This process was led by the government of Nicaraqhassisted by four lead
facilitators: the European Commission, UNDP, thethiddands and Japan
(Government of Nicaragua, 2004). The JCLA was igsal in December of 2004
and Nicaragua was the only country of the fourcebbto complete the process.
Consequently, the Plan Nacional de Apropiacionnddimiento y Armonisacion
(AAA) 2005 to 2007 was published, as well as thenPNacional de Desarrollo
(PND) 2005 to 2009.

In 2004, the budget support group was created alalra Financing Agreement
(JFA) was signed between the government of Nicaragnd the following
donors: Finland, Germany, the Netherlands, Norwidng United Kingdom,
Sweden, Switzerland, the World Bank, the Inter-Aigger Development Bank
(IDB) and the European Commission (JFA, 2005). fiils¢ disbursements of the
budget support group were carried out in 2005. Budgupport had existed
previously, but as an uncoordinated effort withamtagreed policy matrix:here
has been an increasing implementation of SWARsn&tance in education and
health, with their own sector plans. Pineda andu&cfR008: 7) mention that a

number of multi-donor programmes around concretgaimns, such as the Anti-
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Corruption Fund, the Civil Society Fund and the IRulSector Technical
Assistance Credit have had a stable functioningestheir establishment.

As a means to greater transparency, the governpugatished the online Official
Development Assistance Information System (SysO@Akcord and classify all
international aid by modality, geographical locatiocsector and year. This
database was open for a period of time, but habeen updated or available for

the past 2 to 3 years.

3.3.2. The implementation of the Paris Declaration
Following the High Level Forum in Paris, Nicaraguas once again selected by

the DAC to participate as a pilot country in théemational monitoring of the
compliance with the commitments of the PD. B®#96 Survey on monitoring the
Paris Declaration(OECD, 2006a) states that at the time, Nicaraqd ‘imade
great strides” in exercising leadership over thenty’s development policies and
strategies, having set up a system for the co-atidin of aid based on joint
working groups and roundtables. It recognises tkistence of a PRSP and a
PND, which is crucial for the compliance of ownepstHowever, the different
political stances of successive governments angdtferized political debate in
the country put into question to which extent tkenp reflected a national vision.

The 2006 Survey on monitoring the Paris Declaratiargues that the political

situation had affected donor alignment negativelgwever, the report mentions
that donors were relatively successful in aligniingir activities with the relevant

sector policy frameworks. Also, the budget suppas consistent with the PND.
Nevertheless, it highlights a need for more predhidity in aid disbursements and
criticises the fact that donors often notify thevgmment of their disbursements
too late to include them in the general budget.r@heas a low rate of utilisation
of country systems, although there was a slightravwgment due to the JFA on
general budget support. The report calls for ataniisl reduction in the number
of parallel project implementation units and theomttbn of national public

financial management and procurement systems (ORQBa).
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According to the2006 Survey on monitoring the Paris Declaratidghere had

been a reasonable progress in harmonisation masafdwaors were increasingly
sharing missions and analytical work, although titital number of missions in
Nicaragua was still much too high for a countryitefsize. The report points out
that the availability and quality of poverty-reldtelata was improving, with a
number of recently published national surveys andatonal census that was
carried out in 2005. The JCLA process complied wiith mutual accountability
principle, as it “offers a country-level mechanigp@rmitting joint assessment of
progress in implementing agreed commitments on ediectiveness” (OECD,

2006a: 12). Nicaragua had a long way to go to rntemtindicators of the PD,

although some improvements had certainly been made.

3.3.3. A changed scenario
Pineda and Schulz (2008) argue that the scenarnteriational cooperation in

Nicaragua has changed considerably since the ¢ugos@rnment took power in
2007. One of the first actions of the new governimeas to revise the PND of the
previous government. The new Plan Nacional de DearHumano (PNDH)

2009-2013 was consequently published. Generallyis itonsidered that the
government has adopted a stronger ownership ofé¢helopment agenda, which
has received strong reactions from the donor contynubhe donors have gone
from a relatively privileged relationship with thgrevious government, to a
situation with a significantly reduced positionitduence. A number of so-called
non-traditional donors have become more visiblaid) such as Venezuela, Iran

and Libya

Donors spend more time on political reporting thafore. The British Deparment
for International Development (DIFD) recently phled three reports concerning
the political situation in Nicaragua: a scenariarwling report called “Nicaragua:
policy implications for donor engagement” (Jan Gdtisg, 2009b), a so called
“Forces of change in Nicaragua” (Jan Consultind)220 report, and a study of
the controversial CPCs. The reports were meantetp tonors reflect on the

potential impact the political situation in Nicategcould have on their programs.
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“Nicaragua: policy implications for donor engagerfigidan Consulting, 2009b)
is a scenario planning report which plays out thpessible scenarios for the
period of 2009 to 2011, depending on governmenior&tand international
response. The report is based on a number of lgaddicators that track the
main forces and actors of change in Nicaragua. théant to provide donors with
an objective way to assess and determine theircyahoices and priorities
according to future political events. The indicatdnclude the international
economic crisis, international support for the gowneent, government behaviour
and political reform. The report recommends dortorsndergo a policy review
for Nicaragua every three months, as the situati@nges. Scenario planning is a
tool mainly used in private sector companies, Ina British government has
recently been applying it in fragile states liked&n, Afghanistan and Somalia.
Treated like a fragile state, the country officeNicaragua was advised by its
headquarter to use the scenario planning for thatgin at hand.

The “Forces of change in Nicaragua” (Jan Consult2@09a) report takes on
certain political issues that have been stronglyciged by the donor community,
such as the Venezuelan cooperation and “el paetvden President Ortega and
former President Aleman. It also analyses actas ¢buld have a critical impact
in Nicaragua, such as the political opposition aimdted States foreign policy.
The study focuses on the so-called “critical evettié presidential elections of
2011, and the possibility of an election fraud arhange of the Constitution for
the re-election of President Ortega. In fact, a feanths after the publication of
the report the Supreme Court of Nicaragua appraveulesidential mandate in

which Ortega’s re-election is made legal.

Donors claim that Nicaragua has experienced argosi democratic spaces and
that the government is moving in an authoritarieation. The government, on
the other hand, has refused to continue a politibgue with the donors and
considers it an unacceptable intrusion into Nicagag sovereignty. Due to this
strained political landscape in Nicaragua, the da@omnmunity has reassessed its
work (Uriarte and Alvarez, 2008). As a result, ilateral donors of the budget
support group suspended their disbursements sid@8 @viarenco, 2008). The
budget support group was dissolved in the end of R0, since the JFA was
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not renewed. In 2010, only Russia gave budget stpgpdNicaragua. With the
loss of the budget support group, the global rowatde has become more
important, but it remains to see if it manages #éoagood forum for policy
dialogue. A number of donors have withdrawn theinl & Nicaragua, or

announced their withdrawal in the near future.

44



4. Methodology

4.1. Development research
There are many factors to keep in mind when comalgicesearch in a developing

country. Murrey and Overton (2003) claim that altbl all research is built from
fundamentally similar foundations, development agsle differs in a number of
ways. Usually, development research takes platacalities and cultures that are
relatively unfamiliar to the researcher. It is likehat the researcher undertakes
his/her work in a foreign language without havindpigh level of proficiency.
Because of this complication there is a possibilipat words will remain
misinterptreted or poorly conveyed. Lastly, Murr@yd Overton mention that a
Western development researcher has often a lirpgeidd of research activity in
the field with little opportunity to fill the gapahen he/she has returned. Due to
this, the development researcher needs to be nubeetie than a home-based
researcher, more sensitive to cultural and ethgsales, and ready to re-design
his/her research strategy (Murrey and Overton, 200819). Development
research is usually conducted to make a socialgeghafsxccording to Laws et al.
(2003: 3-4) it is used for a variety of purposeshsas the planning, monitoring,
evaluating and reviewing of a development progrhns. also used as a means to
learn about issues with the purpose of influengalicy. Development research is
crucial to development organisations in order teuea that their programmes are

appropriate to the need they aim to address.

There has been much debate in recent years ovethital dilemma of whether
to do fieldwork in developing countries. The skevpeaver relationships between
the priviledged Western researcher and the pedpleglin poverty being
researched causes controversy. Sidaway (1992:a98gs that “we may live in
an interconnected world, in an age of intense spiat® compression. However,
the consequences of this are experienced uneveHl’claims that Western
researchers traveling to developing countries temdnove up in the social
hierarchy. Their place in cultural, racial and gendontexts are thereby altered.
Beazley and Ennew (2006: 190) similarly claim thevelopment research entails
a confrontation between the powerful and the passtl This relationship is filled
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with possibilities of misunderstanding and explod@a. According to them, the
research focus is always a vulnerable, powerlessipgrcompared to which

researchers and development agencies are espgoalgrful.

Scheyvens and Storey (2003) point out that the Masature on the negative
impact of the Western researcher has in recensyarsed the reconsideration of
a researchers role in developing countries. Thegtiore that the most dramatic
reaction to this has been to simply abandon dewstop research altogether.
Other academics have turned to a more relativisiv\of researching, meaning
that only those in a similar situation can studyg anderstand a certain group of
people. Yet, others have taken a more participattaace, allowing participants
more power in the process. The uneven power rekt@ve also been addressed
by sharing authorship or editorial power with I@abr assisting marginalised
groups within developing countries to obtain fumdiior research. According to
Scheyvens and Storey (2003), these ideas are sdldban the assumption that
people in developing countries have no power. Tapt out that the researcher
rarely holds all of the control and the individudlsing studied can influence by

witholding information or refusing to answer quess.

So what happens when the Western researcher gtfes developing country, not
to conduct the traditional research on the poor @owlerless, but on individuals
with powerful positions within the society?

4.2. Entering “the field”
| came to Nicaragua for the first time in June 208 that time, | had finished a

year of courses in Development Studies at the Usiityeof Iceland. | had applied
and been granted an internship at Iceida, whereorked the following five

months. At arrival in Nicaragua, the only elemegit ko complete the masters
degree was my thesis. | had still not found a silfjeat fascinated me. At the
university, since most professors had personal rexpee from the region, there
had been much focus on Africa. | did my undergréelukegree in Spanish and
Latin American Studies and received part of my igtsiéh Mexico. It was always

my intention to come back to Latin America.
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The internship at Iceida was the perfect opporyunitvas back in Latin America,
with a chance to get a glimpse into the world ofedepment work. As | lived and
worked with innumberable options to study rightfiont of me, an array of
subjects for my thesis crossed my mind during thiegemonths. Eventually, my
main assignment at Iceida made up my mind. My @&k to collect information
and do a mapping of development work in Nicaragueomling to Iceida’s
particular interests. This was an element in thenags aid effectiveness
measures. For this project, | contacted all magods and the government as a
means to investigate which donors were working mctv sectors. Unfortunately,
a few months after my intership was concluded,d@diad to close its office in
Nicaragua due to the financial crisis that hit ngme-country hard. After my
internship, | decided to prolong my stay to stae fieldwork of my thesis.

| chose the subject of aid effectiveness, espeadlijidocusing on the PD which
was, to say the least, a “hot topic” in Nicaragha.an intern, | had the chance to
experience the subject up close as | attendedftadtigeness meetings between
the donors and the government. | also participatedlonor harmonisation
meetings. The national newspapers covered newsewrlapment aid daily,
where there was much talk about the budget supgporp, the withdrawal of
donors, and the relationship between the donorgl@dovernment. | arrived in
Nicaragua at a time of political turmoil and gotetxperience the aftermath of the
municipal elections of November 2008. We were $&mhe early from work the
first days after the elections because of stregs-riThe situation | found myself in
was very unique both from a developmental pointvaw and historical.
Nicaragua had gone from being a donor darling angil@ country in the
preparation of the PD, to a situation of unceriaigutd a severe deterioration in
donor-government relationship, almost right beforg eyes. The internship and
my time in Nicaragua prior to the actual fieldwovkhere | got to experience the
situation firsthand, gave me a much deeper undeistg of the subject of study.
Consequently, one can say that | entered “the”fieidg before the actual and

formal study began.
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Choosing a subject for my thesis was not necegstrd hardest part, as the
situation in Nicaragua was a very interesting oppuoty. However, there were
many factors to be focused on and a huge amouacttofs in Nicaragua that all
have a part in the aid effectiveness agenda. ddddio narrow the subject down
considerably and focus on the donor society andpésceptions of the aid
effectiveness agenda in Nicaragua.

A researchers experience in the field has been aseahe defining criteria for
anthropological and development research. Whemntal&bout “the field” itself,
Scheyvens and Donovan (2003: 8) point out thattigpdifferences are inherent
in dominant conceptualisations of the field.” Threheetype of fieldwork is the
researcher that has travelled a long way from htonéo research in a remote
village in a developing country or in a communifynearginalised people. Gupta
and Ferguson (1992) suggest the requestioning edfetlspatial assumptions in
social sciences to include a wider idea of the aetefield. These traditional
conceptions of fieldwork have been overthrown régeas research conducted in
cosmopolitan cities and with powerful individuals mow considered equally
important (Scheyvens and Donovan, 2003: 9) Thd fa¢lmy research, the donor
society in Nicaragua, can be considered both ativadl and an untraditional
field. On the one hand, the fact that I, the Westdevelopment researcher,
travelled far to a developing country to conduct ragearch can be considered
traditional. On the other hand, my interviewees a poor or excluded
individuals, but people in powerful positions. Noan the donor society be

considered a physically determined field in thelitranal sense.

Compared to the average Nicaraguan, donors aredeoed part of the society
elite. There is a big gap in the literature thaestigates the elite and powerful in
developing societies. According to Cormode and Hsgl1999: 299), researching
the powerful presents different methodological agtthical challenges than
studying “down”. When studying elites, they say @dar is “a supplicant,
dependent on the co-operation of a relatively smalnber of people with
specialized knowledge, and not usually a poterdgrabncipator or oppressor”.
Furthermore, Andrew Herod (1999) argues that ime@ring foreign elites is a

process in many ways qualitatively different frohatt of conducting interviews
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with elite of the researchers own nationality othwnon-elite foreign nationals.
The researcher is faced with the issue of cultdifférences, as he/she can never
hope to fully understand the cultural complexitiéghe informants. He mentions
the language as an obstacle and the notion of lmeingidered an “insider” or an
“outsider” (Herod, 1999). Since | had been an mtat Iceida, this helped me to
be perceived as more of an “insider” with the migwved. | had met a few of
them previously in work-related circumstances, Wwhitight have reinforced this
notion. However, | do not believe that this positiaffected the answers or the

behaviour of the interviewed.

4.3. Conducting the research
| found a qualitative methodology to be best suftedmy research. According to

Scheyvens and Storey (2003), qualitative reseagekssto understand the world
through interpreting the actions and perceptionstofactors. It explores the
meaning of people’s worlds through the collectidndata in natural settings,
rather than artificial and constructed contextstelids to generate theory from
observations, rather than deductively. | relied mogpon semi-structured
interviews, informal conversations, participant etystion and the analysis of
written documents such as books, reports, acadstities and news on the

subject.

According to Fife (2005: 71), participant-obsereati is the most basic
ethnographic research method. It is used to gemewddbrmation through
engaging in activities appropriate to the situatm observing the activities and
the people. Basically it is an immersion in a ad@turhe nature of my study and
the field that | was dealing with prevented me itorherse” myself in it, as it is
not a field where anyone can get access. | did tiewweas mentioned, get the
opportunity to attend meetings on aid effectivenasd participate in donor
harmonisation through my work at Iceida. Duringséheneetings | took notes,
which | later used for support in the preparatibthe interviews and for general
knowledge. | consider this a valuable experienckawe been able to access this

rather restricted field to the extent that | did.
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As Desai and Potter (2006: 118) explain, qualieatresearch does not aim at
precise measurement of predetermined hypothesdsiobachieve a holistic

understanding of complex realities through différereanings and perceptions.
As in all qualitative research, the main limitatibfound to my research was the
issue of validity and credibility of the account thie interviewed. However, as
Crang and Cook (2007) point out, this kind of reskaepresents a unique group
of people at a specific moment in time. My goal wasto answer the question of
how to make aid more effective in Nicaragua, butatwalyze how donors

experience aid effectiveness in times of politicedtability. The outcome is a
range of different statements, which make up gdattizths from specifically

positioned interviewees and how they see the w@tdng and Cook, 2007: 149).

4.3.1. The interviews
The interviews were conducted over a period of tmanths, from March to May

of 2008. It was a total of fifteen interviews, edahting from twenty-five minutes
to an hour. Most of the interviews were tape-reedrdTwo of the informants
asked not to be recorded as they said it made tieeinuncomfortable and
restrained. In these cases | took notes throughimaitinterviews. The taped
interviews were transcribed, which took up to eigbtirs per interview. The tape-
recorder allowed me to focus better on the convwierss, which was particularly
important as | was not conducting the interviewsniy own language. Having a
recording also gives the opportunity to go back ehneck the meaning of words
and phrases that one might have missed duringnteeview (Desai and Potter,
2006: 150). After each interview | made a summadrye interviewees were
representatives of bi- and multilateral donor igibns, as well as other actors
relevant to the subject. All the interviews tookag#® at the interviewees’

respective work offices, rather formal settings.

It was relatively easy to get in touch with theéemiewees through my own
contacts established at Iceida and with the helprofier co-workers. Most of the
solicited interviews were granted, although someeneanswered despite my
persistence. | would include my interviewees to wlews et al. (2003) classify
as “hard-to-reach” people, where having power soaety gives people greater
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ability to choose to participate or not in a reshail used a so called snowball
sample where | started out with a few participamts at the end of each interview
| asked them to refer me to other relevant actdise consequences of a
qualitative study need to be considered with respecpossible harm to the
participants as well as to their benefits for gapaating in the research (Kvale and
Brinkmann, 2009: 73). | agree with Laws et al. (20@32) who claim that a
researcher’'s paramount obligation is to ensureptiséection of the informants
rights, interests and privacy. Furthermore, it iffiallt to asses the ultimate
impact of any research. Because of this all inesreiles and their workplaces have
been kept anonymous.

According to Kvale and Brinkmann (2009: 17), infewing is an active process
in which interviewer and interviewee produce knalge through their
relationship. All the interviews conducted for thesearch were semi-structured.
Fife (2005: 95) describes a semi-structured ingswvas one that maintains a
mildly formal setting in which the interview reseled a conversation, following
open-ended questions. The informant is given thanché to shape his/her
responses or even to change the direction of tleeview towards the subjects of
his/her interests. | used five predetermined maiestjons that were the same for
all the participants. In addition, | had severgbmart questions under each main
question to be used if needed. Before each intepvienformed the participants
of the purpose of the interview, that the inforraativould be used for my thesis,
and that they could refuse to answer any questisiap the interview if they so
pleased. Most interviewees answered all my questiamile a few refused to
answer certain questions due to their politicalureat For the most part
interviewees were helpful and eager to talk abloaitsubject. After the interviews,
| contacted several participants for further infation, reports and studies, which

had been mentioned in the interviews.

When conducting interviews, there is always a gqoesif accuracy. In my case |
had to consider the level of representativenegsyfnterviewees. According to
Schostak (2005: 123), “politics and ethics are sides of the same double bind”.
Each interviewee is not only speaking on their dvehalf, their answers can in

many ways have been tainted by the policy of tmespective institution or
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government. There is a chance that the intervieedsnce subjects that have
positive outcomes for their institution. To tackhes | followed Desai and Potter’s
(2006: 146) advice of preparing well in advancedieg all the available material
to get more out of the interviews. However, myuefice on the accuracy of the
interviewees was limited and the best | could de wmalways be conscious of

my own positionality.

Laws et al. (2003) claim that research is all almmmhmunication. Knowledge of
the local language where the research is beinguoded enables a richer and
more textured data and generates greater oppgrtininteract. A lack of local
knowledge can on the other hand lead to inappriepreat even invalid data
(Scheyvens and Donovan, 2003: 135). As the majaomigyinformants were non-
locals with Spanish as a second language, | offénedh to speak in English,
depending on their comfort-zone. Nine interviewseveonducted in English, five

in Spanish and one in Swedish. Citations were kated to English by me.

In order to put the findings of my interviews into wider context, | spent
considerable time reading reports about aid effentss, the PD and its
implementation, both in Nicaragua and internatibyndl also read and analyzed
other academic texts. Due to the recent natureeofésearch subject, most written
documents were available online. However, the actesnformation | had at
Iceida was invaluable and all informants were wglito provide any useful
documents. | already had a fair knowledge of Nigaam history due to my
previous studies. | read the daily news to keepviip the national debate. As a
part of the preparation for my research | took adividual course at my

university focused on aid effectiveness and the PD.

4.3.2. Analysing the data
Analysis of data was carried out through a qualéatontent analysis. According

to Priest et al. (2002: 36) this method “facilimteontextual meaning in text
through the development of emergent themes deriv@u textual data. The
repetition of coding produces the significance airtigcular themes”. It is a
common method for eliciting meaning and insightsrfra text in a holistic way.
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First, | coded the data into established categaaie$ the number of times a
similar theme occurred was counted. This way, dgjons and repetitions of the
same subject are eliminated and the main them#sedhterviews became clear.
Next, | divided the data into sub-categories anewdup a content-table. The
process of data analysis is a constant revision quektioning of emerging

themes. In order to substantiate these themeseaneher has to delve into the
data in order to derive sources of supportive ewddeand to find quotes that
ascertain the themes (Priest et al., 2002: 37).

| went back to Iceland after finishing the intewgin May 2009. In January 2010
| got the chance to go back to Nicaragua and $tayghout the semester. During
that time | contacted some of the informants toagetipdate of the situation in the
donor society and to get the latest reports andiesu | found it helpful to be
closer to the subject of study as it kept me cotmaesd.
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5. Research findings

The research part of this study is based on ireerwiwith representatives of both
bilateral and multilateral donor institutions froms well as other actors closely
tied to the Nicaraguan development scene. The mdrimreign ministry officials

posted abroad is to serve a specific time in eacimtcy, before being re-posted.
Thus, the time the interviewees for this study Ispént in Nicaragua varied

greatly from just a few months up to five years.

5.1. Nicaragua: A pilot country in aid effectivenes s
As mentioned, the aid effectiveness initiativedlinaragua began before the Paris

High Level Forum. An interviewee describes her eigmee as she arrived in
Nicaragua shortly after the process of formulating JCLA had begun. She was
part of the national working group that was fornfedthe purpose to deal with
aid effectiveness issues. The group included mesntiethe government, bi- and
multilateral donors, civil society and memberstod parliament. The inclusion of
these representatives gave a broader perspectiag@ffectiveness and how to
achieve it. Along with several consultations withndrs and members of the
government, the working group developed a draftiokctPlan which was
presented at the Paris High Level Forum in 200%eady having a national plan
coming to Paris put Nicaragua in an advantageowstsin. The Nicaraguan
delegation to Paris was led by the country’s pessidat the time, Enrique
Bolafios, being the only delegation led by a heastate. This demonstrates how
engaged Nicaragua was with the aid effectivenessegs. The delegation used
the forum as an opportunity to demonstrate the nessg already made at a
national level and to define their future prospeltte/as also an opportunity to get
noticed and become more involved with the agenda.

After the Paris High Level Forum, the working graipext step was to introduce
the Paris agenda and its indicators to the relematibns and objectives of the
National Plan. The interviewee believes that thésaplel but complementary

process was a positive factor, as it demonstrdatecaimbition of the Nicaraguan

54



government. At the same time, this has caused lgoabthe time of central
monitoring processes, such as that of the OECD/DAC.

When we receive surveys for the Paris Declaratibey are based
uniquely on those twelve Paris indicators whichuings us to say: “Hold
on a minute, we already have a National Action Rldch incorporates
these indicators but goes beyond that sometimes’wae don’t really find

that the monitoring process gives us the opporguoitthe channels to
transmit other types of information whielne promoting aid effectiveness,
but are not necessarily incorporated or includedhiose twelve Paris

indicators.

The outcome of the existing plan merged with theisPeadicators, the Plan
Nacional de Apropiacién, Alineamiento y ArmonisatifAAA) 2005 to 2007,

was finalised and adopted at a donor roundtabletingeen late 2005. An

interviewee finds the experience gained one ofntlest positive outcomes of the
OECD/DAC pilot initiative, and also the fact thabtet working group has
continued to this day.

The government of Enrique Bolafios launched the PRO6 to 2009, which set
out Nicaragua’s long-term development vision. Hoerev following the
presidential elections in November of 2006, the gemernment of the Sandinista
party revised and published a new plan, the PNDB926 2011.

5.2. Politics and development work
When the new government came to power in Janua2p@¥, many of the donor

representatives interviewed recall being conceffoedhe future of development
cooperation in Nicaragua. An interviewee explahmt & lot of progress had been
made on the subject of aid effectiveness on a matievel and donors feared that
this progress would now be lost. He mentions thatsituation in Nicaragua was
in no case optimal, even though there was an exigvelopment plan, but some
results had nonetheless been achieved. Nicaragiliastablished a formal aid
architecture, which had been fairly stable the pesrs, including the sector
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round tables, sub-tables and the working group idneffectiveness. With the
change of government, many worried that this stmectvould not be seen as a
priority. The first two years of the current goverent were turbulent in regards to
the relationship with the donors. Interviewees nwenthat the main causes of
turmoil within the donor society were the abortlmamn, the disqualification of two
political parties for the elections, the attacksvanious civil society organisations
and finally the municipal elections in November28f08. An interviewee claims
that due to this, there is now a crisis of confitkeand trust between the donors
and the government. Donors are concerned abouwbotiect use of aid flows and

implementation of projects.

Due to the political situation in Nicaragua, marfytiee donor representatives
interviewed feel that their work has been affeate@ negative way. The focus
has been switched from aid effectiveness to discgshe outcome of the last
elections and future political development. An imiewee mentions that the
government wants donors to stop interfering inrimaé political issues and focus
only on issues regarding development cooperatitis iB not possible, he says,
as development and politics are a conjunction, eautherpinning each other.
There cannot be development without having a siéichocracy and donors have
responsabilities towards the Nicaraguan people.eSiomd the debate between the
donors and the government in Nicaragua much toitigedl To be able to achieve
results in terms of the aid effectiveness agendaan be useful to set politics

aside and look at the technical part of the PD:

Often it is very useful to sit down and talk abaecific results and
indicators on a technical level and forget aboulitips for a while,

because we can’t agree on everything. So if youw thtart advancing
towards fulfilling those results, then you alsoateea positive atmosphere
and create confidence between the stakeholders.hen&yer we discuss

politics there is no advance.

Others have decided to dwell less on political eratand more on the tangible
results of their work. According to a represeni&tof a bilateral donor, there has

been too much focus on the un-democratic trendbeofjovernment, when there
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are other factors in Nicaragua that are equallyoirtgmt for development that are
moving in a positive direction. Instead of puttite much effort into political
issues, donors could for example appreciate theedsing illiteracy rate. He
argues that it is difficult to discuss democracgcduse the meaning of the
concept is not the same in Nicaragua as it is iropeior the United States. The
term has been manipulated by the wealthier coumtaecording to their realities
and to their advantage. If one focuses too mucpaditical matters, it is hard to
advance. Development work should be for the long tend it should not depend

on the government in power.

5.3. Ownership
The Government of Nicaragua has made strong engpbasbwning the national

development agenda. With the PNDH, the governmefihes its vision on how
development is to be obtained. It has given lesgesgor interaction with the
donors than the previous government. This has daoseed reactions from the
donor society. According to some donor represerdstithe previous government
did not own the development agenda. Instead, itlavaaspond to what it
perceived as donor needs and fulfil the donorshess It was more “hands off”
regarding donor engagement. In comparison, theegtigovernment has a more
defined idea of what it wants to do and how to eehiit. Most donor
representatives interviewed believe that they Hess liberty of work compared
to what they used to have. However, with the PDode have committed to give
governments more control over its own developmeggnda. This creates a

dilemma:

Nicaragua is the perfect example of what happersnwiaris is applied
when donors don’'t want it to be. Nicaragua owns #genda; their
ownership directs them in a certain direction thators don’t agree with.

. The government says; “you signed up in Paris &Aedra to use
government mechanisms”, donors are saying: “govemnmechanisms
are not appropriate in this particular place, irtaia sectors”. ... So this is

a real life lived case example of what happens wahdeveloping country
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takes Paris seriously and starts to hold donorsadoount to the

commitments they have made.

As a result, ownership has come to be a very paléopic in Nicaraguan donor
society. Most of the interviewees share the opinibat the government has
misinterpreted or misused the term to the pointrevtieis no longer in line with
the PD. An interviewee points out that donors magpsrt ownership when it is
implemented “in the right way”, but this is not tbase in Nicaragua. Most agree
that the current government exercises a very stteadership which is not
necessarily the same as a stramgnership An interviewee argues that the
government exercises a type of ownership that dodiml not expect; it wants to

control the whole process without including the alen

yes, we want them to have more control, and consr@n element of
ownership, but | would write 100% of control of eytling is not really a
dialogue, is not really a negotiation, is not ngal partnership. It is a

flawed ownership.

Similarly, another donor representative maintainat t‘the vision we have is
pretty much an FSLN [the Sandinista party] visien,that is partial, not entire

ownership”.

Related to this, many donor representatives feat the dialogue with the
government has deteriorated. Some argue that hetlptevious government, the
dialogue was more between equal partners and dowers treated in a
“respectful manner”. Donors want to be able to eddithe political situation and
carry out a dialogue with the government, but tbeegnment has interpreted this
as interference in national matters. This has etedistrust from both sides. An
interviewee thinks that the solution could be tadfia common interpretation of
ownership. However, this would require for the dmndo understand the
government’s perspective, which she finds highlijkety. According to a former

government official of the previous government, evahip is:
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not just a one way street, not a process wheiéyde what to do and you
have to align. The donor needs to feel comfort#imeugh a dialogue that
allows all partners to put the cards on the taldle. have to convince the

donors through a permanent dialogue.

However, he argues that the dialogue between thwrdoand the previous
government was not neccesarily productive. To aergxhe feels that it was a
continuous dialogue of negotiation without much guess. A bilateral donor
representative points out that it is easy to tdlkuda ownership when everyone
agrees, but in Nicaragua’'s case that is not thityeble says that perhaps the
donors have been a bit self-centred, thinking tifmait position is the right one and
that everyone should have the same ideals as theyndNicaragua, the same
values may be discussed, but they are interpretedifferent ways. He also
mentions the subject of the responsibility of eddmor to their respective tax

payers back home.

Regarding access to the government, an interviestages that it is easy to get a
meeting with Nicaragua’s current Vice Foreign Miarsand the government’s
link with the donor society, but hard to achieveitamg beyond the discussion.
He argues that primarily all decisions are takenthg presidential couple,
President Daniel Ortega and the First Lady Rodduaillo, and that none of the
ministers have any real autonomy to make decistontheir own.Government-
donor meetings take place only to present donoth imformation which has

already been prepared, with little space to comraenb-work on documents.

Other interviewees find the current government #veh a strong sense of
ownership in a positive way. A multilateral donepresentative argues that the
level of influence that the donors enjoyed during previous government was not
necessarily constructive. Experience shows thabmat development efforts are
much more successful when the government is stamd) defines its own

policies. He says that in many ways, donors haverfered too much in the

development planning of Nicaragua. Furthermoragealbin the dialogue between
donors and a new government is natural becausédsttime to settle in, define

objectives and to become operative.
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A bilateral interviewedinds the concept of ownership is highly problemati the
context of Nicaragua. It seems that the conceptivaagproperly thought through
when developed, or meant for the context of Africanntries where donors have
had an enormous amount of influence throughoubhystin stronger countries
with their own agenda and well defined ideals ofatvkind of society it wants,
like Nicaragua, conflict arises because of the nefedonors to influence. She
argues that there is an inevitable clash betweendtnor society and a strong
government. This goes against the principles ofbe she says: “you almost get
the sense that ownership is fine as long as you tharsame as | want, but if you

don’t want that, then | am not so interested in esship after all”.

5.4. The controversial PNDH
A nationally owned development plan is one of tre@mmndicators for ownership

according to the PD. According to the governmerg, reason for the elaboration
of a new development plan was that the previouslacieed a sufficiently wide
consultation process and could not be considerdxt ta nation-wide plan. There
seems to be confusion amongst the intervieweesdiegathe PNDH 2009 to
2011. Some believe that the plan was never puldjsb#hers that the plan was
published but not presented to the donors and Yetr® say that it was indeed
published. A multilateral donor representative asgythat there have been several
versions of the plan. The original version, calledaft Zero, was circulated
among donors at the beginning of 2008. Consequetitly government held
workshops with the donor society, where the genenititism from donors was
that the plan was insufficiently operable. Theyimlahat it was lacking an
implementation phase, as there was no direct trtke national budget on how to
finance the activities proposed. Since, there Hmen subsequent versions of the

plan and while it has improved for some donoris dtill inadequate for others.

The main controversy has been the consultationegsof the plan, which has
remained unclear especially regarding the civilistgyc Donors are concerned
over the role that the government has given to @RCs to represent the
Nicaraguan people, not taking into account existngl society organisations.
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According to an interviewee, there has been a ligbree of misinformation
about the CPCs, as they are organised by the Sstadparty and exclude citizens
of other political views. He maintains that they wlat represent civil society as
the government has claimed. Furthermore, he poiatghat resources are being
used to benefit the CPCs and other civil socieganisations that are not part of
the Sandinista structure do not benefit in the saane

There is a consensus among the interviewed thatdhsultation process for the
PNDH was overall poor. A bilateral donor represema whose agency financed
the consultation process of the previous plan, esgthat the PNDH is

significantly less consulted, because the civilistycand donor contributions
were left out. Another interviewee claims that pismmainly a Sandinista vision,
and therefore represents only a part of the Nicamagociety. He believes that
with the PNDH, the Nicaraguan government is goirf§ toack with other

commitments in aid effectiveness, such as demaocgivelopment and good
governance. This has created a conflict for domérsow much they can align
and harmonise with the plan and work through gawvemt mechanisms. The
interviewee argues that the government itselfastisig to put aside some of the
principles that justify the donors being able tonate. A multilateral donor

representative agrees that a national developnientspould always be consulted

with the main stakeholders, but says that ultinyatak thegovernment'lan.

The National Plan for Human Development is theamati plan that they
can show to donors and donors can say what thak.tfihe government
can then take into consideration those commentsey want, but they
don’t have to because they are just consultingicBHy it is a national

plan, and there are those that can think thatntds of the government to
consult, to use these actual expertises, but aetigeof the day it is a

government plan, it is not a donor plan.

According to a bilateral interviewee, it is an acgishment by itself for the
government to have stood up against the array wbrgoin Nicaragua. Regarding
the issue of representativeness, she points outathalected government of a

country will never represent the whole society.slimust be taken into account at
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the time of discussing the consultation procesthefcurrent plan. The important
factor is that the consultation process was exdcutefact, her agency financed
part of it. Nonetheless, the civil society was npkased because its
recommendations were not integrated in the finaudwent. Altogether she finds
the expectations of the donors regarding a peyfa@ttborated development plan
too high. She argues that the fact that Nicaraguapolitically polarised society,
regardless of the government in charge, therettie possibility of a political

consensus. It is by no means efficient to changeldpment policy with every

new government.

5.5 Budget support
One of the biggest consequences of the polititahgon in Nicaragua has been

the suspension of budget support from all bilatel@hors including Finland,
Germany, the Netherlands, Norway, the United KimgdoSweden and
Switzerland and also the European Commission. gerviewee explains that the
budget support group works after a performance irnathich establishes goals
and indicators that the government has to fulfithiese established conditions,
such as democracy and respect for human rightsatmn@et, donors can withdraw
disbursements. The members of the budget suppoaupgnterviewed claim that
the issues of disagreement had been building uge dine current government
came to power. The therapeutic abortion article,disqualification of the MRS
and the PL before the elections and the persecofiorational and international
NGOs all contributed to the discontent of the desnétowever, members of the
budget support group interviewed agree that thenmeason for the suspension
were the municipal elections of 2008. In their vidvased on the fact that the
elections were not free and fair, the financiakeagnent for budgetary support was

broken and a suspension rightful.

No specific conditions have been established bybtidget support group for the
continuation of budget support. One donor repredmet argues that if the
situation has not improved within a short periodtiofie, their funds can be
channelled to Nicaragua in other ways. The amduait was destined for budget
support has not been lost but other alternativeistiursing need to be discussed.
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Interviewees agree that the initiative for revivingdget support requires great
effort from the government. The result of the mypat elections needs to be
clarified. Some wish for an official statement fraime government admitting
irregularities, while others insist on serious @eal changes before the
presidential elections of 2011. Certain donors hexgressed the need for a re-
count of the votes in order to re-establish progréimat have been cancelled. One
interviewee argues that the budget support grouptlam donor community as a
whole should come out and insist upon a more deaticcatmosphere to work in,
where political parties, media and civil societg atlowed to operate as critical to
the government, without being persecuted.

A number of donor representatives question theoreag behind the suspension
of budget support and maintain that the susperdidbmot occur in an ideal way.
Donors’ decision to disburse aid should be basethemperformance matrix of the
budget support and the fulfilment of its indicators the case of Nicaragua, the
government claims that it has fulfilled such indara while the donors say that it
has not. An interviewee mentions that ultimatelgames down to the issue of
conditions, as no one gives blindly. She saysithatimportant to understand that
each donor agency represents an institution and/government, which is
watching the situation in Nicaragua closely. A tafal donor representative
expresses the urgency to find a solution to thebudupport argument as soon as
possible. He mentions that this political game leeinvdonors and government
can have disastrous effects for Nicaragua. Whileodo are trying to give a clear
message to the government and to influence iteragtit is the people that end up
being the most affected. With a major budgetary, d@utvill be hard for the
government to provide the Nicaraguan populationhwiasic services. He
explains: “The current situation is very simple.eTgpovernment do not have the
resources to face a possible outbreak like theestlin With the suspension of the

budget support, the donors have withdrawn the stipposuch expenses”.

Nicaragua holds the 130th place on Transpareneyriational’s corruption index
(Transparency International, 2009). According to iaterviewee, the budget
support donors were aware of the high-risk envirenirthey were engaging in.

Up until the elections the government’s actions hamhflicted with the
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fundamental principles of the performance matrixt bever violated them. The
elections on the other hand were, in his opiniargquestionably a breach of the
principles. He explains that budget support is led based on performance of
the previous year. Thus, the suspension in 200% #fie allegedly fraudulent
elections was rightful, but he questions the susipes of a number of donors

from the previous year, based on performance 7 200

| would argue that they didn’t abide by the priegpthat they themselves
had signed on to. ... They started to apply comditithat hadnt been
spelled out necessarily and for technical reasaid but on disbursing
and that was unfair. That might have actually hames impact on the cost
calculation of the government in terms of how thgeyforward. So it is not
necessarily that the government would have ignergdely and decided
to do fraudulent elections if the had thought tbatiget support was

working well.

A bilateral donor representative claims that themith of the budget support
group comes from the fact that a number of donowagthemselves together and
create leverage in terms of dialogue with the gowent. She believes there is a
lot of pressure within the group and compares redewvelopments in budget
support to a domino effect: if one withdraws thdness most likely follow.

However, it would require an enormous effort torgp@the situation, possibly a
new government, as the current one will “simply mbtange 180 degrees”.
Nonetheless, she has great faith in budget suggoan instrument. Overlooking
the political issues, she states that budget suppas perhaps been more
successful in Nicaragua than in many other devetppountries; the government
has taken it seriously, there has been a dialogaehah-level and the indicators
have shown good results. The media has taken aregttin the subject and the

budget support meetings have received great poessage.

There is a number of donors that as a principlendb engage in budgetary
support. One of the reasons mentioned is the féapoliticians in the home
country of an instrument that provides little tpaasency and control. The

consensus of the population for development codiperamight be lost.
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Regarding the modality itself, a bilateral dongoresentative states: “we are not
completely convinced that it is the best way to itla if you talk about

complimentarity maybe budgetary aid is good, bui yhould have a certain
number of bilateral aid that is channelled throogjer modalities”. These donors
believe that bugdetary aid will keep decreasingabee the government cannot

provide transparency.

5.6. Alignment and harmonisation
The donor representatives interviewed expresscdiffi in aligning to the

government’s development policy. Some have deltegraavoided government
channels and prefer working with civil society ahé private sector. A bilateral
donor representative argues that it is not onlyodethat prefer avoiding national
procedures. He states that national institutiordsramistries often request the use
of donors’ own PIUs, because they are more flexida the national ones. It is a

hard choice between complying with the PD and beioge inefficient.

The educational sector is an exception to this. $hme donors that have
withdrawn from general budget support are providsegtor budget support in
education, they say with great success. Donorsakgeing to the educational
sector plan, mechanisms are working and the dialagth government officials
iIs good. An interviewee explains that political li@nce from the central
government has been limited in the educationaloseahd that is why the
cooperation has been successful. In addition, tireskér of Education is strong
and has been given a fair amount of independen@yMionors are seeking
refuge in the education sector because it is thly @y they can avoid
institutions that are clearly not being manipula@idd misused for political

purposes.

Many donor representatives have redirected theusdo harmonisation. This is
the principle of the PD which they consider thestgaroblematic to enforce, as it
does not require close collaboration with the goreent. The extreme amount of
donors in Nicaragua puts a massive work load orngtheernment, which has to
attend individually to every donor provide meetingsports, diagnoses and
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audits, and receive international missions. Some intervesvenention that it
would be a healthy process if some of the donongaveimply withdraw from the
country. Although most agree that harmonisation ingsroved, others believe
that the effort has been inadequate. An interviep@ats out that an important
part of the harmonisation agenda should be to coate with other donors before
a decision of suspension or withdrawal of disbursetsis finalised. Although the
decision is up to each donor, the withdrawal of ameseveral donors puts
pressure on the remaining, especially within the ¢&untry donors. He argues
that there is almost an excessive focus on effecégss within the donor society;
however donors are missing the big picture. Themalie step in donor
harmonisation would be for the EU countries to gipetheir embassies and move
their representatives to the EC. This would bottreiese work load on the donors
as well as the government and lower transactiotscéwever, this is far from

realistic as everyone wants to have control.

As an element of harmonisation, the EU launchedBbeCode of Conduct in
May of 2007 (European Union, 2007). The Code of dtamh gives broad
guidelines to reduce the high concentration of derio the same developing
countries and in the same sectors within a coutitrgroposes that the member
states should not be present in more than threeitgrsectors. They should also
consider budget support and delegated cooperati@m\&nd where possible. It is
a recommended but voluntary and self-policing psecd’he Code of Conduct
supports national ownership and encourages EU nrestdtes to advance such a
process. Development programs and other initiatshesuld be built on existing
processes whenever possible and readily transféoetthe government when

appropriate.

As a result of this process, the EU members in fdgaa developed the so called
EU Blue Book. The first edition was launched in 20@ontaining information
about ODA given to Nicaragua by the EU member statesecond edition was
launched a year later. Consequently, ODANic wasatete an online public
database of the Blue Book. An interviewee claimet tthis was an important
element in order for donors to improve coordinatiBefore this exercise, there

was a lack of information about each separate Ebhipee. Information could be
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obtained by contacting each donor’'s headquarterr, GiDANic has made the
access more attainable. While the EU Blue Bookmgéd to EU countries only,
the online version now contains data from otheraderin Nicaragua as well.
Another interviewee recognises that this is a cetepy donor-driven exercise. In
fact, she mentions that the governments own ontiatabase, SysODA, is
outdated and difficult to access. The interviewesntains that the government
has been passive in this process and progress waute been unlikely if donors

had not taken the initiative. She continues:

But also in terms of reference, we did indicate tha don’t want this to
duplicate anything which the government is alreashnaging and that
ideally for reasons of sustainability and ownershipat the database
should in fact be passed on to a government emthgn they feel they are
ready for that, and when the donors have confidagheg it will be

maintained, that it will be updated, and that itl we for public access,

that there will be total transparency of accessftarmation.

Interviewees argue that the main reason the Sys@Dwt updated is due to the
fact that the government does not want to publigh fleows of certain non
traditional new donors. Aid from Libya, Iran, Vemneta and Russia is therefore

all off budget.

5.7. Relevance of the Paris Declaration for Nicarag ua
A number of interviewees question if the PD isl selevant for Nicaragua. In

fact, donors are in many ways moving away fromAt.multilateral donor
representative argues that the problem with thei#Ehat the indicators for
measurement were developed in a specific momenhawel become static during
monitoring. It does not take into account radicAbmges, such as national
disasters or in Nicaragua’s case, a political grigihich affects a donor’s ability
to meet the indicators. He claims that the Pariendg has to adapt to each
country’s specific context, but currently its fdakiy for Nicaragua is
guestionable. A bilateral donor representative toiflihe Paris agenda should be
a priority in Nicaragua. He argues that the EU mendbates should focus instead
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on the Code of Conduct, because that is the ordgipility to advance in terms of
aid effectiveness. He predicts fewer donors in Nigaa in the future, but thinks
that it can be proven positive for Nicaragua. Hogrethe donors that stay will
have to focus on development as a long term obctegardless of the

government in power. He says:

If you link the political situation with what youodin development aid in
Nicaragua, then you would be honest with yoursedf you would have to
leave, or stop all cooperation with the governméinyou don’t do that
then you just say, cooperation is one thing andipal dialogue is another
thing, as we do in other countries, we separateethbings. ... So we
would have to be a little bit less naive and #eliiit more realistic if you

stay.

Others argue that the PD is still highly relevarttey claim that aid effectiveness
is something that should always be the ultimatd godevelopment work. It is
specifically relevant in terms of coordination beem donors, in order to reduce
the administrative burden for both donors and tbeegiment. An interviewee
states that the situation in Nicaragua has devifuted the Paris agenda and now
there is more concern about other politically edflaissues. As a result, aid
effectiveness is less discussed by both donorsttedjovernment. She sees the
future of Nicaragua as slightly turbulent as lorsgtlae current government is in
power. However, she believes that the situationitmpsoved since the crisis of
the municipal elections of 2008. The government #mel donors have both

retracted and are finding a way to operate sidsidbg.

According to a former official of the previous gomment, the Paris agenda is
currently irrelevant for Nicaragua due to the intronal financial situation. Even
if things improve, he believes it is time to lootr fnew paradigms and new
modalities in development work. He argues thatesittee Marshal Plan, little
progress has been made in development: “Therdas @ talk about the fatigue
of the donors in developing work, but you neverrhaaout the fatigue of the

recipient. | think we are getting to the point loé tfatigue of the recipient”.
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5.8 After Accra
There is a consensus among interviewees that ticeaAdgenda for Action did

not have a major impact on development work in Nigaa. However, a bilateral
representative points out that the results of Ag@tazged Nicaragua in a difficult
position. It gave a greater role to civil sociatydevelopment processes, whereas
the Nicaraguan government does not want more aatorsd the decision table.
Accra also clarifies the interpretation of ownepsto include more actors of the

society than just the government.

Nicaragua sent a national committee to Accra. AaNiguan interviewee states
that these High Level Forums are centred in thdestrof the OECD member
states, while the developing countries are onlyepless. Development policies
are often unfavourable for developing countriesyvéner, they must abide to
them in order to be included. In the last few yedeseloping countries have had
more representation, but not sufficiently. He wantsee a change in the power
relations in development work, as even the soutlths@ooperation between
developing countries has been manipulated by thergemt states of Latin

America, such as Mexico, Chile, Brazil and Colombia

5.9 Future for aid in Nicaragua
The majority of donor representative interviewed dot consider the future for

development work in Nicaragua to be bright. Theljelve that the overall trend
will be a decrease of aid flows, less donors, amthange in modalities. At the
time of the interviews, two donors, DIFD and the e8igh International
Development Cooperation Agency (Sida), were in fitecess of leaving
Nicaragua. Both claim that the decision was nottipal, but rather a change in
areas of priority towards an increased focus onwbed’'s poorest countries.
However, due to the political situation, Sida deddto withdraw its last
disbursements from the sector budget support ittthead agriculture, a clear
political statement. Furthermore, a number of dehcopuntry programs were
being revised. Those donors were evaluating to wkignt they could work with
highly politizised central government institutiorssich as the Supreme Electoral

Council, the Supreme Court and the State Auditew bilateral representatives
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believe that they would in the future work incregty with the regional

governments, municipalities, civil society, thevate sector, and the media.

Interviewees mention the international financiasisras a big factor affecting aid
flows. They fear that the decline in aid flows &hd withdrawal of donors could
cause a domino impact and significantly reduce dgresence. A number of
interviewees predict that aid flows will move frdoilateral aid to civil society,
which on the other hand does not have enough atisbdapacity to receive a
large amount of aid. There will also be a strongenphasis on the two
autonomous regions on the Caribbean coast, diretiactt that they have a strong
regional plan with a greater consensus. Howevemtanviewee points out that it
is not realistic that all the donors move their sadhe Carribean coast and civil

society. Ultimately, there will be a steep declim¢he total cooperation.

A bilateral interviewee compares the situation ilcakagua to Honduras, where
she has previously worked. She believes that Niterdnas better potentials than
Honduras. The latter has more deep-rooted poliacal governability problems
than Nicaragua, which cannot be solved at shom.t&he stresses the need for
donors to adhere to the aid effectiveness agenddedrthe recipient countries

take the lead:

It seems easy when, in fact, it is not becausehgme your own ideas that
you want to implement. | think that only by takiagew steps forward we
can make development aid more efficient. It tezsfime to imagine that
we would put these new instruments aside and g& bagrojects or

methods that we used before that did not work.

In the near future, she believes that the acksllts of development cooperation
need to be assessed and compared to other instsurtteat could be more
beneficial for developing countries, such as trades wealthy countries have to
open their markets and tackle the subject of sudssidvhich put developing

countries in a disadvantageous position.
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6. Discussions

Nicaragua has gone from being a donor darling,ipéagp pilot role in the aid
effectiveness agenda, to being a country that gaeat massive drops in aid in
the near future. With the previous government, der@ad greater influence and
the agenda was more donor-driven than currentlgzoAting to Woods (2006:
33), in countries where the political understandamgl support between donors
and the government are the highest, levels of comemt, capacity and
incentives for implementation of developing aid atonger on all fronts.
According to the views of the donor representativesrviewed, Nicaragua has
become a testing ground for the implementationhef PD when donors and
government do not share a political understandiingy also agree that in recent
years the government has taken a more hard-limeestagainst donors and the

stiff relationship threatens the effectiveness dgen

The majority of donor representatives interviewedfecm Schulz and Pineda’s
(2008: 9-10) conclusion that the Nicaraguan pdalitisystem in itself is an
obstacle to the country’s development process. Remay is frail, which affects
all levels of development. Clientelism and chiefthip characterise a large part
of the country’s political environment and the paation of the society affects
the institutions and the society as a whole. THaipsector is relatively unstable,
due to the fact that with each change of governntkeete is a tradition for
complete substitution of public employees. The lteisua loss of accumulated
experience and a discontinuity in public serviceallalevels. This was expressed
by the interviewees, as they experience deter@rain the relationship and
dialogue with the current government. However,rdarviewee pointed out that it
takes time for a new government to install and raefits policy. Donors had
experienced a more convenient collaboration witvimus government. A few of

interviewees even consider the previous governtoenienient towards donors.
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6.1 Rethinking ownership
The PD builds on the negative lessons regardinglitonalities learnt over the

years and proposes a shift in aid modalities tosvardprocess owned by the
developing countries and based on their own piesitThis ideology is based on
the assumption that governments will be more eragmd to make good use of
the aid flows if they are allowed to decide thewnopriorities. According to
Hyden (2008: 259), this requires a relationshiprast and mutual accountability
between the donors and the developing country govent. However, this issue
has not been properly researched, as it requinegarting issues of power. In
Nicaragua, the main disagreement among donorstenddvernment lies in the
different interpretations of the PD principle of mevship. While some
interviewees recognise that the Nicaraguan owngrishstronger than with the
previous government, the majority consider it flaw&hese interviewees would
agree with Schulz (2007b: 1), who views the red&vielopments in Nicaragua as
a “rude awakening for the Paris Declaration”. Hairok that government
ownership has been counterproductive and a threatthie continuity of
harmonisation and alignment efforts. The governnieag refused to continue
with a political dialogue over governance, as itcansidered an unacceptable
intrusion into Nicaraguan sovereignty and independe This is confirmed by
many interviewees. However, a few of intervieweesstder ownership to be
moving in a positive direction, towards a more gungtble process. The majority
of interviewees agree with Schulz that Nicaraguanership is no longer inspired
by the commitments and principles of the Paris dgeinstead, this combative
national leadership aims to guarantee the governmeough independence to
remodel the existing power structures of the aidtesy, bringing in less

traditional donors such as Venezuela, Iran andd.{8chulz, 2007b: 4).

The concept of ownership, as presented in the Bigstto assume relatively
capable and accountable states. This poses aruflie the context of countries
with a divergent governance environment (Forestalet2006: 27). The dual
dimension of ownership in the PD, that governmesitisuld have leadership of
national developing strategies, but this shouldtim®ugh broad consultative
processes, has led to tension in various developiogtries (OECD, 2008a: 8).

The main controversy mentioned by the interviewesgsarding the PNDH in
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Nicaragua was the consultative process. The gowamhrhad not sufficiently
included comments made by donors and the civil etpciHowever, one
interviewee points out this dual dimension, arguihgt the plan is ultimately

owned by the government.

The developments in Nicaragua show discrepancitsela the PD agenda and
real life. According to the PD, national ownersigpone of the most important
goals to be striven for. However, when the Nicasggovernment assumes a
stronger ownership than it has before, it is carad a flawed ownership by the

donor representatives interviewed.

6.2 Disguised conditions
As history shows, conditions for development aidehalways been present,

although their appearance has changed throughuat fihe discourse at the end
of the twentieth century saw a change toward selgct This change resulted
from a reappraisal of conditionalities as policpls) and of the effectiveness of
development assistance more generally. Riddle (269Y argues that in recent
years, “under the glare of publicity, repeated dsiof pledges and commitments
by donor governments to increase aid levels ...leaingly conveyed the
impression that development was now the only pwposwhich aid was given”.
According to Meyer and Schulz (2007), we are entera post-conditionality
regime with new modalities of cooperation that moeless intrusive on behalf of
donors. The PD has changed the possibility of ietence on behalf of the donors
in a developing countries politics. When donorsvited programme and project
support there was little or no operational linkagetween foreign aid and
governance issues. Penalties for violating humaghtsi or resisting
democratisation were applied at a separate lewkldéh not affect development
projects directly. With budget support, developmaiat becomes closely tied to
governance. Instead of putting conditions priodigbursing aid, aid now depends

on performance.

Epstein and Gang (2009) argue that this selectiniid according to governance

performance can be compared to giving aid as & pwhere donors give funds to
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the country that has undertaken the greatest imesgtin quality governance.

Rakner and Wang (2007) point out that the PD ared pfocess of assessing
governance are in many ways largely contradictaygndas. Good governance
calls for the monitoring of performance indicatas a base for disbursements,
implicating a donor-driven initiative towards aiffegtiveness. In contrast, the PD
encourages donors to step back and foster countmgrmship through alignment

and harmonisation. This, they argue, constitutesliiamma when donors

legitimate the need to carry out governance assagsmOn the one hand, donors
may have policy agendas that are not compatible thi governments; however
they are also accountable to the electorates in timene countries. Most donor
representatives interviewed had made an asses@h#m governance situation
and how that might affect their work in NicaragUde political reporting of

donors is now partly based on the perception ofidigua as a fragile state. As
mentioned by Levins and Dollar (2005), aid to flagitates is more volatile and
these states are rarely eligible for budget supp@ategorising Nicaragua as a
fragile state can be interpreted as part of ansrategy for donors, as it offers a

reason to abandon this politically unstable country

Hyden (2008: 263) claims that the internationaledepment community tends to
take authority, consensus and the pursuit of dblleqoals as a given. Donors
naively expect an automatically positive responee their calls for good

governance, assuming that there is a global agmteamehow things should be
done. An interviewee confirms this by claiming tklainors have been a bit self-
centred in their stance towards the situation icaligua. More interviewees
agree that concepts can be interpreted in diffesays, depending on the context.
Donors have their own perceptions of what democraicg good governance

should entail, which are not necessarily the sasrta@governments.

6.3. Selectivity through budget support
While the government and the donors shared sirpitditical views, Nicaragua

was considered an exemplary case of how the PDigh@uimplemented. With
the current government and its political disputeththe donor community, the
latter has taken measures, such as the suspenkibandget support and the
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retirement of a number of donors. The donor repriesiees interviewed support
Hermes and Lensink’s (2001) theory, that good gusmece has become a

selection criterion for donors.

According to Alemany and Mongabure (2009), the sasmpn of budget support
in Nicaragua will not have the results donors aqgeeting. They claim that there
is no reason to believe that the suspension, thbaghd on democratic concerns,
will strengthen democratic governance. On the eowirit is more likely to
strengthen Ortega’s alliance with non-traditionahadrs. Moreover, the ones that
will be negatively affected by a decreased natidmadget are ultimately the
Nicaraguan people, a view shared by a bilateralessmtative, who hopes for a
quick solution to minimize the impact on the popigla. The members of the
budget support group interviewed have not colletyivefined what was required
of the government for them to resume disbursemelmsaddition, a few

interviewees question if the suspension occurrexhirdeal way.

Many interviewees express support for the instruneérbudget support as the
most effective way of achieving results, while oth@ever engage in budget
support because it provides too little transpareang control. Alemany and
Mongabure (2009) argue that budget support isky tigol, as it can be used to
promote national ownership in non-conflictive caied, but when it comes to
situations like in Nicaragua, it becomes a toolifdgerfering in countries politics,
stopping the execution and flow of the nationaldetd They believe that national
policy space and decision-making on public spendingow more circumscribed
by donors than ever before. Thus, budget supp@t‘@double-edged sword” that
can be used to boost a country’s policy space emtie hand, but also to impose

donors’ priorities.

6.4 The politics of aid
All donors have an obligation to ensure that thed&ithey provide are used for

the purpose intended and as effectively possible.oNe gives money away
blindly and conditionality has been the main tool @achieve wanted results.
Sobhan (2002) argues that if aid is to become reffeetive, conditions will need
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to be phased out. Donors will need to come to tewite the fact that their
notions of appropriate policies may not always cwmie with those of the
recipient. Confirmed by a donor representatives @most as if certain principles
of the PD are only acceptable and worth pursuirthefgovernment agrees with
the donors. According to Sobhan, donors have atesnp lead reform and
define goals for too long. They tend to loose patgewith the slow progress in
developing countries of designing local policy reis. This has been exemplified
in Nicaragua with the continuing use of donors’ lahd donor initiatives that
are parallel to existing structures. However, aalompresentative interviewed
mentions that the government itself often requéstsse donor’'s PIUs, because
they have proven to be more effective. This becomeguestion of choosing
between effectiveness and supporting country systdmother example of this is
the EU Blue Book, which duplicates the governmemfforts. However, as
interviewees point out, the government’s databaae eutdated and inaccessible,
and little progress would have been made withowonor initiative. Sobhan
(2002: 546) argues that it is difficult for dondosstep aside, which often causes
them to go against the principle of ownership hy; éxample, bringing in
expatriate consultants to speed up the processclélms that donors “need
patience and self-discipline to ensure that theyndobrush in to fill the policy
vacuum within the developing countries. Donors $thawt make the mistake of

promoting ownership which would itself be a conicéidn in terms”.

In Nicaragua, the political situation has become tmain focus of the
development debate. Pineda and Schulz (2008) dngti¢he Nicaraguan case is a
good learning opportunity in terms of understandhmgrole of donors in complex
and changing political conditions. It challenges purely technical approaches to
the PD and pushes towards a reconsideration abteend space of donors in the
political economy of a developing country. Accoglito them, the aid
effectiveness agenda can be strengthened or wehkelepending on donor
capacities to react proactively and constructivelghanging political conditions.
The donor representatives interviewed support Wirada and Schulz argue and
confirm Booth’s (2008) theory that the PD is notyam technical document on
how to manage aid but also a political one. All ihierviewees use the internal

political situation of Nicaragua as the main reakordonors to move away from
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the principles of the PD. However, they do notagjiee that this is a good thing.
Interviewees mention that they have focused inanghson donor harmonisation,
as it is a less politically loaded principle. Piaeghd Schulz (2008) argue that the
advances in harmonisation between donors have inésmpreted as an act that
enables them to “gang up” against the governmesduaing its negotiating

power.

In accordance to Steinle and Correl (2008), theodoepresentatives interviewed
express the need to increase the presence of tdagaguan civil society more in
the development agenda. The government on the b#ret claims that the CPCs
represent the Nicaraguan people. Supported by €ig®007) theory, the donors
feel that the CPCs have become an instrument oftidtte, benefitting only the
governing party’s followers. The issue of gendeuaiy was as absent in the
interviews as it was in the PD and Accra.

Development aid is very visible in Nicaragua, wighch a large number of
development actors present. The change towardsnamaised coordination
between donors and ownership for the developingnttpucreates tensions
regarding the visibility of donors. In additioncheased harmonisation and the use
of budget support forces donors to reduce earmgu&imd leaves less space for
putting up flags, which has been the case up umgilv. Furthermore, the
harmonisation of the large number of donors isdiotes and time-consuming
effort. A bilateral interviewee argues that not egio progress has been made in
harmonisation effort, due to the fact that donoesreot prepared to give up their
visibility. The ultimate harmonisation effort woulde to unite all EU donors
under one institution, but the donors cannot renther lead. The future of
development aid in Nicaragua is uncertain. Moseriewees believe that the
situation will not change until a new governmeninslace. They consider the
elections of 2011 a critical event that will detéren the future of aid in
Nicaragua. If the current government stays in povaed moreover, if Daniel
Ortega manages to get re-elected, there will be eaouws decrease in
disbursements and donor presence. On interviewgaesrthat a decreased
number of donors would be positive for Nicaragusathere are already too many

development actors.
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The changing aid-landscape has to be taken intmuatcThe OECD countries are
losing their relative exclusivity in developmentoperation as other donors are
becoming more visible. In Nicaragua, donors sucNersezuela, Libya and Iran,

which are not signatories of the PD, currently makefor a significant part of

development cooperation. The interviewees expresserns that the aid flows
from these donors provide little transparency &y tre mostly off budget. They
confirm Hyden’s (2008) theory that the goals ofrhanising aid and encouraging
greater ownership of the non-traditional donorsraecompatible with those of

the PD, which creates room for conflict and undeesithe PD principles. Even
the “traditional” donor community is not homogenoasd has not found a

common position with regard to the Nicaraguan alitscenario.

6.5. The continuing search for effectiveness
The past decades, aid effectiveness has been malcant recurring topic in

development. The PD marks an important turning tpmininternational efforts
towards improving the effectiveness of aid. Comgangth previous efforts, it
poses an important challenge to the world of dgwaknt cooperation, by setting
specific targets to be met within a specific timarie. However, reaching the end
of that time-frame it is clear that the PD has lbe¢n the miracle solution it was
intended to be. A major obstacle in obtaining greatid effectiveness is the
overarching politics of aid. Discussions about stiog aid relationships have
been part of international debate about aid effeogss for decades, but donors
still remain unwilling to lose control over how aglallocated. In the light of this,

will aid ever be un-conditioned?

Tezanos Vasquez (2008: 412) argues that despitefatttethat donors have
committed to focusing their aid on the absoluterpsbcountries in the world, aid
allocation has especially benefited lower middlesme countries. This, he says,
is due to the fact that donors are strongly deteechiby their preferences towards
geopolitical interests. However, aid patterns cary\greatly according specific
donors as USA, Japan and France tend to follow-irselfests, while the

Scandinavian countries, UK, the Netherlands anda@anare more poverty
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oriented. The political situation in Nicaragua abude a reason for donors to
redirect their focus to other countries. While Saatel DIFD both argue that their
withdrawal was not political, but based on a chaimgareas of priority towards
the world’s poorest countries, the issue of acourand the level of
representativeness of the interviewed must be keptind. In accordance with
Schostak (2005), answers can be tainted by respdaostitution’s policy or code
of communication, enhancing subjects that have tipesioutcomes for their

institution.

Drawing from the interviews, donors seem to be gsedl on how to provide aid
in times of political turmoil. The political situah has given donors an
opportunity to suspend budget support and evertlexitountry on the grounds of
bad governance and the fact that Nicaragua is begora fragile state.

Independent of the results of the coming electidhs, fact that Nicaragua is a

middle-income country, could be a reason enouglutimg down on aid.
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7. Conclusion

The aim of this study was to explore the viewshaf tlonor society in Nicaragua
on the implementation of the PD. To achieve thistérviewed a number of key
donor representatives to get their views on thailtresnd future of the aid
effectiveness agenda in Nicaragua. With the helgabiolars, |1 shed historical
light on aid effectiveness and discussed someeptiiemic issues regarding the
PD, such as ownership, conditioned aid and aidaition.

The development scene in Nicaragua has experiemckdstic change in the last
few years. Nicaragua started out as a pilot countryhe Paris agenda, being one
of the first developing countries in the world tdapt the modalities of this new
aid architecture. However, due to the politicaladi®ement between the current
government and the donors, their relationship heterosbrated. Donors have
withdrawn budget support based on the allegationelectoral fraud in the
municipal elections of 2008. A number of donors énavithdrawn their aid, or
announced their withdrawal in the near future, Itegyin Nicaragua no longer

being a donor darling.

The majority of the interviewees claim that thesaireason to be concerned about
the situation in Nicaragua and fear that their pmes advances will be lost. There
main controversy has been the government’s int&foa of the PD principle of
ownership. Although some interviewees recognisetti@aNicaraguan ownership
is stronger than with the previous government, mostsidered it flawed.
Interviewees claim that the controversy regardimg PNDH has difficulted the
process of alignment, instead there is an incredseds on harmonisation
initiatives. Representatives of the budget supgootp interviewed did not have
any defined conditions for the continuation of beldgupport. The majority of
interviewees predict a dark future for aid in Nexgua.

The PD is clearly a political agenda. On papeugmorts country ownership, but

as can be learned from the Nicaraguan case, tbis @®long as the government is
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on good terms with the donors. Although the prilecipf ownership came as a
response to the negative impact of conditionedaudditions are still present in a
more disguised form. By withdrawing budget suppibet Nicaraguan donor
community has found a tool to intervene in natiopalitics. Donors have thus
directed their conditions towards good governanafich has become a
requirement for aid. Aid is mainly driven by donoggopolitical interests, which
in the light of the political situation in Nicaragumight be a reason for donors to
withdraw aid. There is a need to address the palitaspects of development
cooperation. The PD does not succeed in taking sxtoount the power
relationships between donors and governments. BEwelabment agenda has
always been donor-driven and the PD is no exceptioaddition, the appearance
of nontraditional donors in Nicaragua, such as Veet, Iran and Libya, which

are not signatories of the PD, has compromiseé e

Nicaragua can expect large cuts in aid flows ami@@eased number of donors.
Regardless of the political situation, it might jostifiable to withdraw aid from
Nicaragua based on the fact that it is a middleame country. Donors have
committed to focus their aid on the absolute pdareantries of the world, which
do not include Nicaragua. Achieving effective chaumgdevelopment aid requires

political action and committment.

Donors have throughout history always produceditieged and owned the
knowledge of policy making in development. Whilevelepment aid is a part of
donors’ foreign policy it is bound to serve non-depmental motives, whether
they are political, commercial or other. Meanwhildwe ultimate goal of
completely humanitarian development cooperatiorukhbe to reach the point

when aid is no longer necessary.
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