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Summary. — Transparency of aid activity is being recognized to be one of the key areas whereby aid effectiveness can be improved. In this
paper, we propose an index to measure and rank donors on the transparency of their aid activities. The Transparency Index rates 31 bilat-
eral and multilateral donor agencies on six measures of transparency. We find that being a member of the IATI is a powerful signal of a
donor being more transparent across most other dimensions as well. We find no relationship between transparency and donor aid volumes.
Overall IDA and Australia are identified as the most transparent donors, while Korea and IDB Special Fund are the least transparent.
� 2011 Elsevier Ltd. All rights reserved.
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1. INTRODUCTION

Official Development Assistance (ODA) 1 is one of the most
important instruments of collaboration between rich nations
and poor nations. In 2009 alone, net disbursements of ODA
were $140.2 billion, 2 and over $3.76 trillion between 1960
and 2009. 3 For 31 recipient countries ODA was greater than
10% of their GDP in 2008. 4

There is growing consensus that aid transparency must be
improved to get better aid effectiveness. 5 Aid transparency
can be defined as “the comprehensive availability and accessi-
bility of aid flow information in a timely, systematic and com-
parable manner that allows public participation in government
accountability”. 6

The Accra Agenda for Action, a document summarizing the
deliberations of the 3rd high level forum on Aid Effectiveness
held between September 2nd and 4th, 2008, called on all do-
nors to disclose aid information in a timely manner. The Inter-
national Aid Transparency Initiative (IATI) was launched at
the same forum. IATI brings together donors, recipients, aid
experts and non governmental organizations to create a com-
mon and universally agreed method of sharing aid informa-
tion between all stakeholders. 7 Currently 18 donor agencies
are members of the IATI. 8

Why is transparency important? Are some donor countries
and multilateral agencies more transparent than others? Is there
a good way to measure transparency of aid across different do-
nors? In this paper, we construct a quantitative index to measure
donor transparency. Our Transparency Index is an aggregation
of six indicators, each of which can be measured annually. In this
way, the index can be used to bench-mark countries or aid agen-
cies against each other as well as to measure changes over time.

In Section 2 we explain why transparency is important for
aid effectiveness. In Section 3, we look at how indices have been
used elsewhere in policy analysis. In Section 4 we survey exist-
ing literature on transparency indices. Section 5 describes the
data and our index methodology. Section 6 has the results,
the index values, and selected case studies. Section 7 concludes.

2. IMPORTANCE OF TRANSPARENCY IN AID
EFFECTIVENESS

We choose to look at elements of transparency that are
needed to improve aid coordination and accountability. Com-

plete transparency means that everyone can see how much aid
is being given by each donor, to whom, for what projects, and
when. It also means providing information about the impact
of an aid project or program. Having access to this information
helps recipient countries plan better, and can affect the compo-
sition of spending and the use of aid. Without greater transpar-
ency, there is considerable duplication and waste, a problem
which was identified at least since the Pearson Commission re-
port in 1969: “the present multiplicity of agencies and their lack
of coordination lead to much unnecessary duplication of
effort. 9” Almost forty years later, in 2005, the UNDP made very
similar statements: “weakly coordinated donors, many of them
operating overlapping programs...” are a serious problem. 10

Over the last ten years, the number of new aid projects has
skyrocketed, and their average size has shrunk drastically. In
2007, there were 79,875 new aid activities by the Development
Assistance Committee (DAC) bilateral donors, up from
18,827 in 1997 (Figure 1). During this time, the mean size of
each activity fell from $2.2 million in 1997 to $1.2 million,
and the median aid project size in 2007 was only $83,267. This
fragmentation of ODA makes it even harder for aid agencies
to coordinate their activities and duplication and waste could
be growing. Because of the lack of transparency of who is
doing what where, it is impossible to quantify the waste—
the data simply do not exist. But anecdotes abound: in Aceh,
a little girl surprised doctors by developing a case of measles in
2005. While the girl recovered fast, doctors later discovered
that the measles symptoms were the cumulative result of three
vaccines she received from three different aid organizations. 11

Transparency is also valuable in combating corruption. For
example, in Uganda, a public expenditure tracking survey in
1995 found that the share of donor-funded education programs
actually reaching schools was only 20%. As a result of an infor-
mation campaign making transparent what each school was
supposed to receive from the Ministry, the funds flow increased
to more than 80% by 2001. 12 Collins, Zubairi, Nielson, and Bar-
der (2009) estimate that at least $18 billion of aid a year is sus-
ceptible to capture, of which about 25% is currently diverted

q This paper describes one index out of a larger project called “Quality of
Official Development Assistance Assessment” by Nancy Birdsall and
Homi Kharas. Available at: http://www.cgdev.org/content/publications/
detail/1424481/.
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due to corruption. On this basis, they estimate that the reduc-
tion in capture could be in the region of $2.2 billion a year, if
agencies were to be more transparent in their activities. 13

Greater transparency affects all major stakeholders in devel-
opment assistance programs:
� Donorcountry taxpayers: ODA is a voluntary transfer that
ultimately depends on the support of donor country taxpay-
ers. Aid transparency allows taxpayers to understand how
their taxes are being used, and thus to become more engaged
in and supportive of aid. A November, 2010 conducted by
the program on international policy attitudes (PIPA) at
the University of Maryland PIPA found that Americans
on average over-estimate by the amount their government
spends on foreign aid by about 25 times. 14 The median
response to how much of the federal budget was spent on
foreign aid was 25%; when asked the ideal amount that the
government should spend on aid, the median response was
10%. The actual percentage of the budget going to foreign
aid is only 1%. Perhaps not surprisingly, given this misun-
derstanding, another recent survey shows 71% of the US
public overwhelmingly in favor of cutting foreign aid in
the current tight budget environment. 15 Other gaps between
aid policy and citizens’ desires emerge: a strong majority of
the US public prefers to give aid through multilateral insti-
tutions rather than bilaterally, but the US share of aid going
through multilateral institutions fell to 11% in 2008, half the
level of a decade before. More transparency would help pre-
serve the base of public support for aid.
� Donor country governments: Greater transparency helps
donor nations to more effectively evaluate their aid pro-
grams. Some countries, such as the US, provide aid
through multiple agencies, often with overlapping responsi-
bilities. There is no clarity between foreign assistance objec-
tives, legislation and Presidential initiatives and the
activities of foreign assistance organizations. 16 The result
is a confusing duplication of activities and diffuse account-
ability. The mandate question “what is this agency’s aid
for” is often unanswered.
� Recipient country citizens: A lack of transparency can fuel
misperceptions in recipient countries about the purpose and
magnitude of aid, and donors can be blamed for poor
results that may not be of their making. As noted by Oxfam

America, 17 “even when the US government has the best of
intentions with its aid, its lack of transparency often leaves
people in recipient countries second guessing the intent of
the US.” Greater transparency is necessary for recipient
country citizens to be able to hold their governments
accountable over any discrepancies between aid received
and aid spent. For example, in Afghanistan, an official at
the Ministry of Finance when interviewed by Oxfam Amer-
ica said that since 2001, the US had pledged $32 billion in
aid but less than 20% ($6 billion) was recorded in the gov-
ernment databases. This means that Afghans have no way
of knowing what happened to the other $26 billion that the
US could have spent in their country. 18 With greater trans-
parency of how much aid is coming into their country, cit-
izens and government officials can have a greater say in
how best to use the funds.
� Recipient country governments: More comprehensive and
timely aid information helps recipient countries plan their
budgets better. This is especially true for aid dependent
countries, where ODA forms a large part of their budget.
Consider the example from Kenya, where the government
is unable to track how the $502 million that the US spent
in 2008 for HIV/AIDS is being used. Quoting an official
in the ministry of Public Health, “It is easy for us to know
what kinds of things and where PEPFAR [the US Presi-
dent’s Emergency Plan for AIDS Relief] is funding. But
I’ve been asking for a list of partners, where they are work-
ing, how much they are spending, on what—but I can’t get
it. I’m supposed to be supervising these activities, but I
don’t have the information.” 19 Nigeria’s 2008 National
Planning Commission reports on the difficulties of the gov-
ernment in trying to locate where and how donors spend
their foreign aid in the country. USAID and the EU were
able to provide most of the information (although with
the EU there was a three month delay), but Canada’s aid
agency (CIDA), DFID (UK) and JICA (Japan) were much
less cooperative with sharing their information. 20 For
example, “CIDA claimed disbursement did not tally with
what they had actually spent. . .[It] refused to supply more
information when asked [to]. . .”. 21

While advocating for greater transparency, we are aware
that it is not a free good. Improving transparency will require
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Figure 1. Fragmentation of aid activities. Source: DAC CRS and authors’ calculations.
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