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Volume and Territorial Distribution of the Czech
Republic’s Official Development Assistance Flows to
Least Developed Countries

Eva Kovaroval

Abstract: Official Development Assistance (ODA) is considered one of the most im-
portant external resources of finance thatcan contribute to sustainable development in the
Least Developed Countries (LDCs). The Czech Republic, as an official donor country,
should spend on ODA, with respect to the EU and nationaltargets, at least 0.33% of its
GNI by the year 2030. Eradication of poverty in the context of sustainable development
belongs to the long-term priorities of the Czech foreign development cooperation, and
thusthe Czech Republic considers some LDCs, which population is more likely to live in
extreme poverty, the priority partnercountries. Paper evaluated fundamentaltrends of the
Czech Republic’s ODA flows to LDCs; compared them with the trends identified forthe
collective flows of allDAC membersand forthe flows of its four selected members (Hun-
gary, Poland, Slovakia, Slovenia). Identified trends of Czech ODA flows showed clearly
that Czech Republic did not meet official commitments regarding the volume of ODA
and that level of fragmentation of the ODA flows to LCDs was quite high when these
trends were examined during the period 2000-2018. However, the Czech Republic’s de-
velopment cooperation policy did not differ markedly from the policies of the other four
ODA donors. Any significant differences were identified when the fundamental trends of
Czech ODA flows were compared with those ones identified for Hungary, Poland, Slo-
vakia and Slovenia.
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Introduction

Official Development Assistance (ODA) represents one of the most important external
resources of finance thatcan help the Least Developed Countries (LDCs) to develop their
economiesand increase the standard of living of its inhabitants. These countries are iden-
tified as being highly disadvantaged in their development process because of structural,
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historical and geographical reasons. LDCs are less involved in the global economy than
their need with respect to their furtherdevelopment. Currently, 880 million people live in
47 LDCs, which produce only 2 percent of the world GDP and 1 percent of the world
trade (UNCTAD, 2020). Because of the countries’ underdevelopment, their inhabita nts
are more likely to live in extreme poverty accompanied by low human well-being than
the rest of the world population.

Lack of domestic financial resources is considered one of the most serious barriers forthe
sustainable developmentin LDCs. In 2015-2017, the resource gap (defined asthe differ-
ence between domestic savings and gross fixed capital formation) for all LDCs reached
8% of their GDP. For nearly half of the LDCs, the gap was above 15% of their GDP.
However, in 2018, the LDCs received collectively only 27 percent of total ODA flows,
andatthe sametime, LDCs faced declining foreign investmentinflows, which declined
between years2015and 2018 by 37% (United Nations, 2019).

Since 2013, the Czech Republic hasbeen a member of the Development Assistance Com-
mittee (DAC) of the Organisation of the Economic Co-operation and Development
(OECD) and belongs thus to countries with so-called emerging donor status. The main
aim of the Czech development policy is defined as the contribution to the eradication of
poverty in the context of sustainable development (Act on Development Cooperation and
Humanitarian Aid), respectively promotion of the stability and fostering of the potential
for sustainable developmentin partner countries (Development Cooperation Strategy of
the Czech Republic 2018-2030). However, similarly to most other DAC countries, the
Czech Republic does not meet neitherthe officialinternationally declared target concern-
ing the ODA volume (0.70% of GNI) nor the nationaltarget to spend on ODA 0.17% of
GNI by the year 2020. There is no indication that the final ODA/GNI ratio defined at
0.33% will be met by theyear 2030.

Czech developmentassistance has been reviewed and examined by severalresearch stud-
ies in recent years, when some are quite critical, for instance: Horky (2011) stated that
Czech development cooperation has good direction, but the efforts are inadequate;
Krylova, Syrovatka and Oprsal (2012) were sceptic about meetingthe recommended vol-
umes of ODA by the Czech Republic; Harmadek, Syrovatka,and Oprsal (2017) showed
that the Czech Republic spent on average more ODA in countries related to the former
Council for Mutual Economic Assistance and that higher volume of exports implied
higher volume of ODA. Syrovatka and Krylova (2012) calculated the aid component of
the Commitment to Development Index for the Czech Republic and concluded that to
improve its score the country would need to increase aid quantity as well as quality, in-
cluding lower fragmentation and a higher share of aid given to poor and well-governed
countries.

No study focuses exactly on the analysis of the Czech ODA flows to LDCs and their
territorial distribution amongthese countries. Therefore, the aim of the paper is to evalu-
ate fundamental trends of the Czech Republic’s ODA flows to LDCs; to compare them
with the trends identified for collective flows of all DAC countries and for flows of its four
selected members (Hungary, Poland, Slovakia, Slovenia). The analysisis focused onthe
period 2000-2018. The statistical analysis deals with the data taken from the public data-
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bases of the Organisation for Economic Co-operation and Development. They are pro-
cessed using the standard methods of explanatory statistics and the updated Herfindahl-
Hirschman Market Concentration Index (ODA flows are used instead of trade flows).

The paperis structured as follows:

(1) The paperis opened with a literature review introducing the definition of interna-
tionaland EU commitments concerning the volume of ODA, and the relation be-
tween ODA flows and economic growth, resp. reduction of extreme poverty.

(2) The methodology of the analysis is explained, where special attention is paid to
OECD data concerningthe ODA spending.

(3) The fundamental trends of the total ODA flows are identified and evaluated for
the Czech Republic. They are compared with those identified for Hungary, Poland,
Slovakia and Slovenia, and all DAC members'collective flows.

(4) Volume and territorial distribution of ODA flows allocated to LDCs are examined
when the fragmentation of ODA flows is evaluated using the Herfindahl-Hirsch-
man Market Concentration Index. The level of Czech ODA flows fragmentation
is then compared with those ones identified for Hungary, Poland, Slovakia and
Slovenia.

Literature review

Because of insufficient domestic financialresources, LDCs are heavily dependent on ex-
ternal financialinflows from more developed countries, when the Official Development
Assistance (ODA) is traditionally regarded as an important external resource of finance
for the investment to fixed capital related to sustainable development, and a mean that
can help poor LDCs countries to end the poverty trap. Therefore, the global political effort
is focused on the increase of the ODA flows. At the same time, the importance of the
contribution of ODA to economic growth and poverty reduction is examined in many
research studies.

International commitments to official development assistance

The DAC OECD hasrepresented an important internationalforum based on the cooper-
ation of the majordonorcountriessince its formation in 1961. This Committee is respon-
sible for the first definition of the ODA thatwas introduced in 1969 when the ODA was
adopted asthe gold standard of foreign aid. Today, the DAC OECD hasgot thirty mem-
bers, when the European Union is represented asone member,and then twenty EU mem-
ber stateshave their own membership, including also five membersaccessing the EU in
2004 — Czech Republic, Hungary, Poland, Slovak Republic, Slovenia.

One of the main responsibilities of the DAC OECD is to monitor the ODA flows with
respect to the actual ODA definition. Data on ODA are based on the definition that un-
derstands ODA asthe flows to partnercountries listed on the DAC list of ODA recipients
and to multilateral development institutions, which are (a) provided by official agencies,
including state and local governments, or by their executive agencies; and (b) conces-
sional (i.e. grants and soft loans) and administered with the promotion of the economic
development and welfare of developing countriesas the main objective (OECD, 2020a).
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Therefore, two basic formsof ODA are recognized — grants and loans. By the end of the
year 2017, statistics of ODA flows were based on the cash or flow basis methodology,
which meansthat grants and loans were valued in the same way. Since the year 2018,
ODA grant-equivalent methodology is used to monitor the ODA spending to show the
difference in donors’ efforts when the grants and loans are compared (OECD, 2020b).
Use of the grant-equivalent methodology meansthatonly the "grant portion” of the loan,
i.e., the amount “given” by lending below market rates, counts as ODA (OECD, 2020c).

The first list of Least Developed Countries (LDCs), which indicates countries staying
behind the others in terms of their development, was introduced by the United Nations
Conference on Trade and Development(UNCTAD) in 1971. The list of LDCs is reviewed
every three years, and currently, it contains47 countries (33 in Africa, 9 in Asia, 4 in the
Pacific and 1 in the Caribbean). To be included into the list, countries have to meet criteria
defined by the United Nations, when these criteria concern level of nationalincome, and
indexes of human assetsand economic and environmental vulnerability.

In the 1960s, the first official targets defining the volume of developmentaid, which the
developed countries had to provide to less developed ones, were introduced, too. Current
target —to provide on ODA at least 0.70% of GNI was adopted by the General Assembly
of the United Nations by the Resolution A/RES/2626(XXV) in 1970. Despite many pro-
posals for the review of this target, it is still applied and commit donorcountriesto spend
this amount of their GNI on ODA. Because of the generally recognized importance of
ODA for LDCs, the LDCs-specific target foraid allocation was declared in the Substan-
tial New Programme of Action for LDCs of 1981, when donor countries committed them-
selves to provide ODA equivalentto 0.15-0.20% of their GNI to LDCs (United Nations,
2019). Since then, both objectives have been reaffirmed by many official declarations,
when the latest ones are:

e TheProgramme of Action forthe Least Developed Countries forthe decade 2011
2020, which also committed developed countries to ensure enhanced financial re-
sources and their effective use for the LDCs. It proposed a renewed and strength-
ened partnership for development. ODA was ranked amongeight priorities when
the Programme called for financial resources’ mobilization for development and
capacity building (United Nations, 2011, p. 11).

e The 2030 Agenda for Sustainable Development, which called for strengthened
global solidarity, focused on the world poorest and most vulnerable with the par-
ticipation of all countries, all stakeholders and all people. The 2030 Agenda ex-
plained thatthe important use of ODA was to catalyse additional resource mobi-
lization from other sources, including public as well as private sources (United
Nations, 2015, p. 11).

e The Addis Ababa Action Agenda, in which signatories appreciated the increase in
the volume of ODA since 2002, but they pointed out the factthat many countries
still did not meet their ODA commitments and that the ODA flows to LDCs de-
clined despite the greatestimportance of ODA for these category countries (United
Nations, 2015).

e The New European Consensus on Development that committed the EU to spend
collectively on ODA at least 0.70% of GNI within the timeframe of the 2030
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Agenda for Sustainable Development, and to allocate collectively to LDCs as the
ODA at least 0.20% of GNI by the year2030 (European Commission, 2017). The
European Union ODA pledge is based on individual commitments of its member
states reaffirmed in 2015. Member states joining EU before the year 2002 com-
mitted themselves to achieve the 0.7% ODA/GNI target, while mem bers states
joining the EU afterthe year2003 (called further asthe EU-13 members) commit-
ted themselves to strive to increase their ODA/GNI ratio (European Union, 2018).

Official development assistance as the engine of economic growth and poverty reduc-
tion

One of the first studies, which highlighted the importance of externalassistance in meet-
ing capitalrequirements of the poordeveloping countries, was published already in 1967
(Chenery, 1967). Since then,numerous studies were published to show whether the ODA
flows (or simply foreign aid) are engines for the economic and social development con-
nected with the poverty reduction in LDCs. The early models were based on Harrod-
Domar growth models (Mallik, 2008), when the most common ones were the two-gap
models. The two-gap modelexplainslong-term growth dynamicsin developing countries
and can be specified as the Harrod and Domarmodels updated forthe open and develop-
ing economies. Itdeals with two gaps: (1) gap between domestic savings and investment
needs, (2) gap between export revenues and imports needed for development, when both
gaps can be bridged by foreign aid (Bende, Lowenstein, 2005). In general, the model
assumesthat most poor developing countries have inadequate domestic savings and that
foreign aid can supplementthem if it is directed to investment (Mallik, 2008).

The relation between foreign aid and economic growth is one of the commonly discussed
development topics amongst scholars. However, it is hard to find any consensus on the
direction and intensity of this relationship because studies dealing with different groups
of developing countries usually bring different findings. For instance, compare findings
of: lzevbigie, Isikhuemen, Ogbeifun (2020); Suphian, Kim (2016); Mallik (2008); Dal-
gaard, Hansen, Tarp (2004); Collier, Dollar (2002); Chenery (1967). Relation between
development assistance and economic growth is also examined in consequence of the
impact of foreign aid on poverty reduction, as poverty reduction is the most commonly
cited core objective of support aid programs (Collier, Dollar, 2002).

Foreign aid is considered asthe resource of finance thatcan help low-income developing
countriesto end the poverty trap, they are in some cases caughtin. The poverty trap occurs
when poverty has effectsthatact as causes of poverty (Gore, 2003). To end the poverty
trap, LDCs and other low-income developing countries need to invest in such necessities
ashealth, education, or basic infrastructure (Sachs, McArthur, 2005). Therefore, external
assistance or foreign aid are regarded as means that can help to reduce extreme poveny
or to end the poverty trap; see for instance: Sachs (2005); Collier, Dollar (2002); Mallik
(2008); Dalgaard, Hansen, Tarp (2004).

The importance of foreign aid for the improvement of the living situation of the poor
individuals is emphasised also by Easterly, who is generally regarded as a critic of devel-
opmentassistance, which he considers a mistake. He claimed that foreign aid could have
financed the needs related to basic necessities and basic infrastructure, to the improve-
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ment of the poorpeople’s opportunities, and it should notbe aimed to develop and trans-
form the whole poorsocieties (Easterly, 2007). Developmentaid provided in the form of
grants and loansfor a long time is criticized by Moyo (in Moyo, Myers, 2010) too. She
argued that a constant stream of money can protect inefficient governmentsin aid receiv-
ing countries and that it can promote corruption there. She explained that as a result of
long-term aid, governments of the aid receiving countries were less responsible in the
provision of public goods (Moyo, Myers, 2010). Sachs and McArthur (2005, p. 349) ex-
plained that when extreme poverty would be reduced with the support of external assis-
tance, countries could begin to achieve their self-sustaining economic growth. Sachs
(2012) expected that ODA will have a continuing role for low-income countries during
the period of years 2015-2030, but he also expected that the role of aid would decline
when today’s low-income countries reach the middle-income status (Sachs, 2012). The
latest UNCTAD analysis of the LDCs showed that (1) the importance of aid flows relative
to economic variableshasbeen on a steady decline since 2003; but (2) ODA played a key
role in the financing of sustainable development there (United Nations, 2019).

Some preconditions for the impact of ODA on the reduction of poverty are stated by
above-cited scholars when the most common ones are related to the quality of policies
and governance in aid receiving countries. For instance, Sachs et al. (2004) spoke about
good governance, Mosley, Hudson and Verschoor (2004) suggested allocating aid to
countries with good micro and marco policies. It seems that the same preconditions are
emphasized when the impact of foreign aid on economic growth is considered. Collier
and Dollar (2002) showed that donors could affect economic growth through aid alloca-
tion, and then growth had an impact on the poverty reduction. However, they recom-
mended allocating aid to countries with large amounts of poor people and good policies.
Mallik (2008) showed thatgood policies are the key factorfor the positive impact of aid
on economic growth when he examined the relationship between aid and economic
growth in six African countries. He argued that the negative effect, which he identified,
was related to bad policies. He also pointed out the reality that foreign aid was not used
for investmentin many cases, rather it was used for humanitarian purposes.

Methodology

The analysis focuses on official development assistance flows from the Czech Republic
to the Least Developed Countries during the period 2000-2018. The aim of the paper is
to evaluate fundamental trends of the Czech Republic’s ODA flows to LDCs; to compare
them with the trends identified for collective flows of all DAC members and for flows of
its four selected members (Hungary, Poland, Slovakia, Slovenia).

The analysisis divided into two parts:

(1) First part: The fundamental trends of Czech ODA flows are identified and inter-
preted. They are compared with the trends identified for the collective flows of all
DAC membersand forthe flows of selected four DAC members. Hungary, Poland,
Slovakia and Slovenia are chosen to be compared with the Czech Republic be-
cause they are the only ones of the EU-13 member states that are also the DAC
members, and thus they are committed to the same international and European
commitmentsasthe Czech Republic.
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Within the first part of the analysis, attention is paid to: (1) totalnet ODA flows;
(2) share of ODA flows to LDCs on total net ODA flows; (3) fulfilment of the
targets concerning the volume of the ODA asthe share on GNI; (4) yearover year
absolute changes of the ODA flows.

(2) Second part: The volume and territorial distribution of Czech ODA flows to LDCs
are examined, when the territorial allocation of ODA to LDCs is evaluated using
the updated Herfindahl-Hirschman Market Concentration Index (HH1) introduced
by the World Bank (2013), when the ODA flows are used instead of trade flows.
Founded results are compared with selected four other DAC members. HHI is cal-
culated asfollows:

2;21(%1)_%

HHI = ——— €D}
Where X is the total volume of ODA flows from a country | to all LDCs, x is the
volume of ODA flows from country i to partner LDC j, and n is the number of the
LDCs. Number of LDCs included into the analysis was changed during the analysed
period in thisway: 2000-2002 n =49; 2003-2007n =50 (Timor-Leste obtained LDC
status); 2008-2011 n = 49 (Cabo Verde left the LDCs in 2007); 2012 n = 48 (Mal-
dives left LDCs); 2013-2014 n =49 (South Sudan obtained LDC status); 2015-2017
n =48 (Samoa left LDCs in 2014); 2018 n =47 (Equatorial Guinea left LDCs in
2017); when countries graduating from the LDCs list are included into the analysis
also in the yearof their graduation.

To evaluate the main results of the statistical analysis, five research hypotheses are for-
mulated, which are stated asfollows:

(1) The Czech Republic made progress in meeting the national, EU and international
targetsconcerning the volume of ODA.

(2) The Czech Republicspenton ODA a higher percentage of its GNI than four other
countries.

(3) The LDCs belonged to priority partner countries defined with strategic documents
framing the Czech development cooperation.

(4) The Czech Republic followed the recommendationsto lower the level of the ODA
flows fragmentation.

(5) The level of fragmentation of the Czech ODA flows to LDCs was lower than the
level of the four other countries.

Methods of standard explanatory statistics are used in the analysis. The analysis deals
with the data on ODA taken from the public datasets of the Organisation for Economic
Co-operation and Development (2020c¢, 2020d). When the volume of total net ODA and
total ODA allocations to LDCs are analysed, data were taken from the OECD dataset
called Net ODA. This dataset reports volume of ODA (bilateral as well as multilateral)
net disbursements and its geographical allocation for all DAC members. Analysis of the
territorial distribution of ODA flows dealswith data taken from the OECD dataset called
Aid (ODA) disbursements to countriesand regions.
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Interpretation of the results and findings

The Czech Republic has been a member of the Development Assistance Committee
(DAC) of the Organisation of the Economic Co-operation and Development (OECD) and
belongs thus to countries with so-called emerging donorstatus. Itis committed asa mem-
ber of the United Nations with the internationaltarget and asa memberof the European
Union by the European target concerning the volume of ODA and volume of ODA allo-
catedto the LDCs. However, the Czech Republic can follow its own thematic and terri-
torial priorities of the development cooperation, when the Act definesits main objectives
on Development Cooperation and Humanitarian Aid and strategic documents framing
priorities of the Czech development cooperation fora certain period of time.

Fundamental trends ofthe Czech ODA flows with regard to international and EU com-
mitments

The Czech Republic introduced its first system of development cooperation in the mid -
1990s when the principles of foreign aid were adopted in 1995. Within the first twelve
years, a system of help was fragmented, lacking coherence and transparency (Sladkova,
2011;Krylova, Syrovatka, Oprsal, 2012). The first experience with foreign development
aid wasevaluated in 2001, and this analysis opened space forpolitical and expert discus-
sions. As a result, the first strategic document specifying Czech development cooperation
and respecting the commitmentsrelated to the Millennium Development Goals Agenda,
titled asthe Concept of Foreign Development Aid of the Czech Republic was introduced
forthe period 2002—-2007. Reduction of poverty through the economic and social sustain-
able development was stated asthe framing objective (Czech Republic, Ministry of For-
eign Affairs, 2001, p. 3).

In 2004, new principles of foreign development cooperation were introduced, but its main
systematic patterns persisted. In 2007, the DAC Special Peer Review of the Czech devel-
opment cooperation was issued, following the Czech initiative in this field. This Peer
Review led to the transformation of the Czech ODA system that was finished in 2010,
when the Act on Development Cooperation and Humanitarian Aid, and the next Strategy
of the Development Cooperation forthe period 2010-2017 were adopted. They launched
a new, more efficient system of development cooperation, based on recognized weak-
nesses, such as high number of priority countries. Main objective of the development
cooperation was modified slightly, and was defined as the eradication of poverty, promo-
tion of security and prosperity through the effective partnership were included amongthe
development cooperation objectives (Czech Republic, Ministry of Foreign Affairs, 2010,
p. 6). Strategy confirmed that the Czech Republic was aware of international commit-
ments concerning the volume of ODA, and atthe same time, it declared stabilization of
the ODA volume at0.11% of GNI and promised to increase ODA annually by 0.01% of
GNI from the time being. Since 2013, the Czech Republic hasbeen a member of the DAC
OECD and belongs thus to the mostimportant donors of ODA.

In 2016, the Czech Republic received the second Peer Review of its development coop-
eration prepared by the OECD. It recommended to Czech officials to include the global
dimension of the United Nations2030 Agenda for Sustainable Development into national
plans and increase the quality and impact of the aid, especially in terms of the reduced
number of priority partnercountries andthemes.In 2017, the new Development Cooper-
ation Strategy of the Czech Republic 2018-2030 was adopted in reaction to the 2030
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Agenda for Sustainable Development. It introduced the core objective of the Czech de-
velopment cooperation and humanitarian aid that was defined as to contribute - using its
capacitiesand experience and in line with international commitments - to building a sta-
ble, secure, inclusive, prosperous and sustainable world and to strengthen its position
within it (Czech Republic, Ministry of Foreign Affairs, 2017, p. 8). The Strategy declared
that cooperation would be focused in a balanced way on cooperation with low-income
countries (LDCs) as well as with middle-income countries, which enabled to meet prior-
ities of the 2030 Agenda as well as to use own experience with transformation.

Despite political declarations, during the period 2000-2018, the Czech Republic met nei-
ther the internationaland European norits nationaltarget, regarding the volume of ODA.
A significant increase of the ODA/GNI ratio is observed especially in the first years of
the analysed period (between years 2000-2003) and between years2015 and 2016. This
finding meansrejection of the first research hypothesis. See Figurel.

Figure 1. Fulfilment of the ODA targets by the Czech Republic (defined as ODA/GNI ratio)
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With respect to internationalcommitments, the Czech Republic should spend on ODA at
least 0.70% of its GNI. The Czech Republic asthe EU memberstate is also committed to
the EU commitments concerning the volume of ODA, which were defined for EU-13
membersasto spend on ODA at least 0.17% of GNI by the year2010, resp. 0.33% by the
year 2015, when the second target was extended to the year 2030. These targets were
proposed to be the nationaltargets by the Czech Republic. The former one should be met
by the year 2020 and the latter one by the year 2030.

The Czech Republic is aware of its inadequateaid allocation, but any strategic documents,
introduced above, did not show any serious plan how to increase the volume of ODA to
meet the targetsthe Czech Republic is committed to. DAC OECD Special Review (2007)
recommended Czech officials to prepare a plan and a timetable to reach the European
interim targetdeclared for those EU-13 members (to reach the ratio 0.17% ODA/GNI by
theyear 2010), but it was not followed by any strategic political action. A similar recom-
mendation was re-affirmed in the next Peer Review in 2016, when DAC recommended
the Czech Republic to have a more ambitious plan how to reach the ratio 0.33%
ODAJ/GNI (OECD, 2016), which was also re-committed by the Czech Republic itself at
the Addis Ababa Conferencein 2015.

However, also all DAC members did not meet the international target collectively to
spend on ODA at least 0.70% of their GNI. On average, their ODA flows accounted for
0.28% of their GNI during the period 2000-2018. Internationaland Europeantargets were
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also not met by four other DAC members selected for the comparison with the Czech
Republic. See Figure 2.

Figure 2. Comparison of the volume of ODA flows as s share on GNI (in percent)

0.7

0.6

0.5

0.4

™y

rai
7

]
]
|
““u'.“““\«
“mml““““.

:
H
H
H
H
H
H
4
H
H
H
: 4

““““
“\““

._
(ELTTETLCLLLETETR LN

EL T LLECEEELLEELLLEN]

anuuu L L

a |n|.n 'I||| ||IE I|IE || |I annnnn ||IF [E

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

=]
=
AR

GG DAC members coll. n— Czechia — Hungary
Poland ] slovakia “asssss Slovenia
UN-target == em em = E1)-13 target

Source: OECD (2020c), own data processing

During the period 2000-2018, the Czech Republic spent on ODA on average 0.11% of
its GNI, which was a similar percentage to Hungary. The lowest average percentage of
ODA was allocated by Poland (0.08%), whereas the highest one was spent by Slovenia
(0.14%). Slovenia had the highest ODA/GNI ratio forthe period 2007—-2017, but Hungary
reached the overall highest ODA/GNI ratio, when all five countries and yearsare consid-
ered, in the year2018 (0.21%). However, the OECD data were available forall analysed
countries only for the years2005-2018. Any of these five countries met neither the DAC
members collective ratio, nor the EU commitments defined for EU-13. These findings
mean rejection of the second research hypothesis.

In absolute values, the largest volumes of net ODA have been reported for Poland since
the year 2004. Polish ODA grew from 51.04 mil. USD to 759.18 mil. USD between the
years2000-2018. See Figure 3.

Figure 3. Comparison of the total volume of the net ODA flows (in mil. USD)
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Figure 4 shows the year-over-yearabsolute changesin the volumesof total ODA spend-
ing. The increase of Czech ODA between the years 2002—-2004 was connected not only
with the adoption of the first concept of development cooperation, but also with the EU
accession. Since the accession to the EU, the Czech Republic hashad to contribute to the
EU development budget. A similar increase of the ODA flows is visible also for four
other countries between the years 2003—-2004, when Polish and Slovakian net ODA flows
declined between years 2001-2002. The growth of the Polish ODA flows was the most
significant between the years 2003-2004, they were increased by 115.9 mil. USD. Inthe
next years, Czech ODA flows were unstable, and even decreased between years 2006—
2007 (by 7 mil. USD), 2008-2009 (by 18.3 mil. USD) and between years 2011-2013 (in
sum by more than 21 mil. USD). Drop in ODA flows was also recorded in 2018, when
the ODA flows decreased by 30.2 mil. USD. The average growth coefficient of Czech
ODA flows accounted for1.12 and stayed behind those ones calculated for the DAC
members' collective ODA flows and for ODA flows of three other selected countries
(Hungary 1.13; Poland 1.16; Slovakial.13; Slovenia 1.04).

Figure 4. Year-over-year absolute changes inthe volumesof ODA flows (in mil. USD)
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The OECD indicated thatthe Czech Republic planed incrementally to increase its ODA
flows by 8 mil. USD every year in order to meet its own national target defined as the
0.17% of GNI on ODA by the year2020. Since the year2007 (when the first special peer
review was presented), the average annual change of ODA in absolute terms accounted
for 10.15 mil. USD. The highest increase was recorded between the years 2016-2017,
when the ODA flows grew by 28.37% (67.30 mil. USD). With respect to nationalplans,
introduced in the Development Cooperation Strategy forthe years 2010-2017, the Czech
Republic should have increased its ODA/GNI ratio by 0.01 p.p. since 2010. If the plan
was met, the ODA/GNI would have accounted for0.20% in 2017. However, ODA flows
accounted foronly 0.15% of GNI. In 2017, the FoRS pointed out that the Czech Republic
needed a concrete and binding medium-term plan for the systematic and predictable
growth of the ODA/GNI ratio to meet the nationaltarget (0.33% ODA/GNI) by the year
2030.

89



Volume and territorial distribution of ODA flows allocated to LDCs

The first Concept of Foreign Development Aid for the period 2002—-2007 recognized six
priority regions with twenty priority partner countries for the development cooperation,
including six LDCs (Afghanistan, Angola, Burkina Faso, Ethiopia, Mali and Yemen).
However, in 2004, the number of partner countries was reduced to eight countries, in-
cluding only three LDCs. The Concept also specified several conditions that had to be
met for the selection of priority partner countries, when the level of development was
only one precondition. Representation of LDCs among priority countries was evaluated
asimportantin the Concept, when the document stated necessity to increase the allocation
of ODA to these countries (Czech Republic, Ministry of Foreign Affairs, 2001) to reach
the OECD membersaverage percentage share of ODA allocationsto LDCs on total ODA
spending (25% in 2001). The DAC Special Peer Review did not show positive results
when the allocation of ODA to LDCs was evaluated because the CzechRepublic allocated
to LDCs only 7 mil. USD of bilateral ODA flows between the years 2004 and 2005. With
respect to countries classification, the majority of the Czech ODA recipients had the status
of lower-middle-income countries, when the LDCs and other low-income countries re-
ceived only 7.3% of the Czech bilateral ODA flows in 2004, resp. 12.5% in 2005 (OECD,
2007). The proportion of the net ODA flows (including bilateral and multilateral flows)
to LDCs ontotal ODA flows did not exceed 10% during the Concept time framework and
even declined significantly in 2005. See Figure 5.

Figure 5. Czech ODA flows to LDCs as a percentage of total ODA flows
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The Development Cooperation Strategy of the Czech Republic, adopted for the years
2010-2017, introduced four criteria for the selection of territorial priorities, when the
emergency of theaid (with respect to countries’ socio-economic development)was stated
asthe second criterium. Based on differing forms of cooperation, fourteen countries were
indicated among the Strategy's territorial priorities when six LDCs were included there
(Afghanistan, Angola, Ethiopia, Cambodia and Zambia). The second DAC OECD Peer
Review showed significant progress when the bilateral ODA flows to LDCs reached 26%
of the total bilateral ODA flows in 2013, resp. 27% in 2014 (OECD, 2016). The propor-
tion of the net ODA flows to LDCs on total ODA flows (including bilateral and multilat-
eral flows) started to decline significantly before the year when the Strategy came into
force (in 2009). By the end of the year 2017, they did not meet their volume of the year
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2010 (24.14 mil. USD), and thus the proportion of ODA flows to LDCs in total ODA
flows significantly declined too. See Figure 5 above.

The last Development Cooperation Strategy 2018-2030 states priority partner countries
in relation to government statementsintroduced in 2016, and specifies them only in foot-
notesadded to the main text of the Strategy. Currently, the Czech Republic has six priority
countries, including three LDCs (Ethiopia, Cambodia and Zambia), when another LDC
is included amongspecific countries (Afghanistan). Political declarationsthus got prior-
ities to middle-income countries and LDCs in a balanced way, but the financialallocation
remained unbalanced.n 2018, only 5.21% of the total net Czech ODA was allocated to
LDCs, which was lower by 2 p.p. thantheaverage share calculated forthe period 2000—
2018. The proportion of the ODA flows to LDCs in total ODA flows between the years
2000and 2018 are presented above in Figure 5. With respect to political declarations, it
seems that the Czech Republic tries to reduce the number of priority countries and thus
to lower the fragmentation of ODA spending.

Figure 6 shows the relation between the Czech ODA flows to LDCs and total ODA flows.
Each point is defined by the volume of total net ODA flows and these ODA flows allo-
catedto LDCs in a certain year. The points’ position shows thatin some years, total vol-
ume of ODA flows increased, while the ODA flows to LDCs rather stagnated (years
2000-2005; 2016-2017). In some years, total ODA flows increased or decreased slightly,
while ODA flows to LDCs decreased rapidly (2009-2010). Since 2009, the allocation of
ODA to LDCs did not exceed the volume reported for the year 2008 (47.54 mil. USD),
and have declined. In recent years, the lowest allocation was reported for the year 2013
(11.9 mil. USD). It meansthatanincrease in totalnet ODA flows is not accompanied by
the increase in ODA allocation to LDCs. It seems thatdespite the political declarations,
LDCs stay beyond the main scope of the Czech development cooperation.

Figure 6. Relation between total Czech ODA flows and ODA flows to LDCs (volumes in mil.
uUsD)
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However, an internationaltarget concerning the volume of ODA allocation to LDCs (de-
fined as to spend on ODA for LDCs 0.15-0.20% of GNI) is not met too, when the collec-
tive ODA flows of all DAC members are examined. On average, during the period 2000—
2018, DAC membersallocated 19.23% of their ODA to LDCs. If they spenton ODA on
average 0.28% of their GNI during the same period, they allocated to LDCs about 0,05%
of their GNI. This marginal percentage corresponds to the factthat the majority of DAC
members identified their priority partner countries among middle-income countries.
Comparison of the Czech ODA flows to LDCs with four otherselected DAC membersis
presented in Figure 7.

Low allocation of ODA flows to LDCs is again related to strategic territorial priorities of
the Czech Republic and four other countries. The Czech Republic focusesespecially on
the cooperation with the Eastern European countries and Western Balkans countries. It
would like to share its own experience with political and economic transformation with
transformingcountries in both regions. Hungary, Poland, Slovakia and Slovenia have got
the same aspiration.

Figure 7. Comparison of the ODA flows to LDCs as a percentage of total ODA flows
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Czech Republic, Hungary, Poland, Slovakia and Slovenia do not find their key partner
countries amongthe LDCs when the volumesof ODA allocation is considered, but some
LDCs are recognized as the priority partners in countries’ strategic documents framing
their development cooperation. See the comparison of priority partner countries in Table
1. The term priority country is assigned to all countries mentioned in strategic documents
ascountries onwhich some form of development cooperation will be focused.
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Table 1. LCDSs’ representation in priority countries’ lists: Czech Republic versus four se-

lected DAC members

Actin Current Strategy Former Strategy
Country force Priority countries Priority countries
since (LDCs includedin the list) (LDCs includedin the list)
Development Cooperation Strategy 2018- The Development Cooperation Strategy,
Czech Re- 2010 2030 adopted forthe years 2010-2017
public 6 priority countries (Ethiopia, Cambodiaand 14 priority countries (Afghanistan, Angol,
Zambia) Ethiopia, Cambodiaand Zambia)
Multiannual Development cooperation Multlannl_jal Programme of Development
Programme 2016-2020 coopgrqtlonfor2912-2015 ‘ o
Poland 2011 12 oriofi ! L 20 priority countries (Burundi, Ethiopi,
priority countries (Ethiopia, Myanmar, Rwanda. Somalia. South Sudan. Tanzana
Senegal, Tanzania, Uganda) wanda, 18, , lanzang
Uganda, Afghanistan)
International Development cooperation
Strategy and Strategic Concept for Inter-
national Humanitarian Aid of Hungary
Hungary 2014 2014-2020
No priority countries are specified/only prio-
ity regions are specified
Medium-term Strategy for Development Medium-term Strategy for Development
cooperation of the Slovak Republic for  cooperation of the Slovak Republic for
Slovaki 201 2019-2023 2014-2018
ovakia 015 27 priority countries (Afghanistan, Bu- 10 priority countries (Afghanistan, South S
rundi, Eritrea, Ethiopia, Rwanda, Somala,  dan)
South Sudan, Tanzania, Uganda)
Development Cooperation and Humerd Framework Programme of the Intema
tarian Aid Strategy of the Republic of Slo- t|onz_1| D.e velqpment Cooperat'lon and Hu-
) venia until 2030 m_anltarlan ald_ of the Republic of Slove-
Slovenia 2018 nia for the Period from 2016 to 2019 (up-

No priority countries are specffied, only pr-
ority regions are specified (in case of Africa,
priority is assignedto LDCs)

dated twice time)
13 priority countries (Afghanistan, Cabo
Verde)

Sources: Czech Republic, Ministry of Foreign Affairs (2017, 2010); Hungary, Ministry of Foreign
Affairs and Trade (2020a, b); Slovenia, Ministry of Foreign Affairs (2020a, b); SlovakAid (2020a,
b); Website of the Republic Poland gov.pl (2020a, b), own data processing.

The territorial distribution of ODA flows can be examined using the updated Herfindahl-
Hirschman Market Concentration Index (HHI) introduced by the World Bank (2013),
when the ODA flows are used instead of trade flows. HHI is defined above with the
Equation (1). Therange of the HHI valuesis defined from O to 1. A higher value indicates
that flows are concentrated in a few countries. Some analyses (Sladkova,2011; Dostal,
Jermanova,2017)showthat Czech development cooperation suffers from long-term sys-
tematic problems, especially territorial and sectoral fragmentation. Also, both OECD peer
reviews recommended to the Czech Republic to reduce the number of priority partner
countries. Therefore, as the optimalresults should be considered, values of HHI close to
1. See the Values of HHI in Figure 8 and Appendix 1.
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Figure 8. HHI values for the Czech Republic and four other countries during the period of
years 2000-2008
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Besides the years 2000 and 2003, on average, the Czech Republic had more fragmented
ODA flows to LDCs than four other countries in the same years. The highest value of
HHI (0.6414) was achieved by the Czech Republic in 2008, but it was not the highest
value in comparison with other countries’ results in other years. Results of this year and
four following years were impacted with quite high allocation of the ODA flows to Af-
ghanistan, which accounted for80% of total ODA flows to LDCs (the year2008), respec-
tively from 53% to 66% in the following years. This finding meansrejection of the fourth
research hypothesis.

The top 10 LDCs, where the highest volume of Czech ODA flows was allocated for the
period 20002018, are presented in Table 2.

Table 2. Top 10 LDCs with the highest volume of Czech ODA flows — total flows for the years
2000-2018

ODA flows
Country ODA flows (mil. USD) (% of total allocation to LCDs)
Afghanistan 162.29 53.25
Ethiopia 37.51 12.31
Zambia 15.19 4,98
Cambodia 14.47 4.75
Angola 11.94 3.92
Yemen 11.69 3.84
Myanmar 11.64 3.82
Mali 5.41 1.78
Congo, Dem. Rep. 3.57 1.17
Haiti 3.45 1.13

Source: OECD (2020d), own data processing

The top 10 countries presented above accounted for 91% of all Czech ODA flows allo-
cated to LDCs in the period 2000-2018. On the other hand, ODA of less than 1 mil. USD
was allocated to 26 LDCs, and no ODA flows were reported only for three countries —
Kiribati, Equatorial Guinea (graduating from the LDC statusin 2017), and Samoa (grad-
uatingfrom the LDC statusin 2014). Comparison of the top 5 countries forall five donor
countries is presented in Table 3, which also shows the number of LDCs with no ODA
flows and ODA allocation to the top 10 countries for the Czech Republic and fourother
countries.
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Table 3. Allocation of ODA flows to top 5 LDCs — total flows for the years 2000-2018

CzechRepublic ~ Hungary Poland Slovakia Slovenia
2000-2018 2003-2018 2000-2018 2002-2018 2008-2018
Afghanistan Afghanistan Angola Sudan Afghanistan
53.25% 29.98% 34.06% 55.83% 35.77%
Ethiopia Lao,Pep.Dem. R Ethiopia Liberia Chad
37.5% 13.75% 22.87% 19.79% 13.95%
Zambia Mozambique Tanzania Afghanistan Burundi
15.19% 13.75% 11.78% 15.70% 8.43%
Cambodia Yemen Myanmar South Sudan Rwanda
14.47% 11.38% 11.63% 2.28% 7.87%
Angola Tanzania Afghanistan Mozambique Congo, Dem. Rep.
11.94% 8.91% 7.80% 1.20% 4.14%

Top 10 Top 10 Top 10 Top 10 Top 10
90.95% 98.45% 97.43% 98.65% 83.56%

No flows Now flows Now flows Now flows No flows
3LDCs 25LDCs 10 LDCs 241DCs 25LDCs

Source: OECD (2020d), own data processing

Findings presented in Table 3 confirm thatthe Czech Republic had higher fragmentation
of ODA flows allocated to LDCs than Hungary, Poland and Slovakia, which means re-
jection of the fifth research hypothesis. Results also show clearly that Afghanistan be-
longs to countries with the highest priority when all five countries allocated a significant
part of their ODA volumes there during the analysed periods of years. Czech Develop-
ment Cooperation Strategy for the years 2018—2030 introduces only six priority partner
countries for bilateral development cooperation, andeach country cooperation is expected
to be focused on fewerthematic priorities (maximum isdefined as three priorities). There-
fore, development cooperation is under the conditions of the current Strategy designed to
meet the recommendation of the DAC OECD to increase the impact of the Czech devel-
opment cooperation (Czech Republic, Ministry of Foreign Affairs, 2017).

Discussion and conclusion

Although the Czech Republic asa member of the Development Assistance Committee of
the OECD and a member of the European Union, belongs to the most important donors
of the foreign development aid, the above-presented results showed that it is far from
meeting these interactionally declared commitments.

The Czech Republic introduced the first principles of its foreign development cooperation
as the first post-communist European country in the mid-1990s. Since then, significant
progress has been made when the specification of priorities, principles and cooperation
forms are considered, which is reflected in both strategic documents framing Czech de-
velopment policy during the period 2002-2017, and also in the latest Strategy for the
years2018-2030. However, no significant progress was made when the fulfilment of in-
ternational, EU and nationaltargets defined for the volume of ODA are considered. With
respect to them, the Czech Republic should spend on ODA at least 0.33% of its GNI (the
EU and Czech nationaltarget), resp. 0.70% of its GNI (the United Nations target). Also,
the allocation of ODA to the Least Developed Countries is not adequate and does not
meet the target volumes (0.15-0.20% of GNI).
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Therefore, it can be claimed that:

(1) The Czech Republic made only a little progress in meeting the national, EU and
international targets concerningthe volume of ODA, which means rejection of the
first research hypothesis.

The volume of the Czech ODA flows in the percentage of GNI was quite stable during
the period 2003-2015 and oscillated around 0.11%. In 2010, the Czech Republic declared
to increase this ratio by 0.01 p.p. every year. If this plan was met, the ratio should have
accounted for0.20% in 2017. However, it reached the level 0f 0.14% in 2016, resp.0.15%
in 2017. For the year2018, a decline to 0.13% is reported. And what is more important,
no development cooperation strategy introduced a serious plan on how to increase the
volume of ODA to meet the targets the Czech Republic is committed to.

(2) The Czech Republic did not spend on ODA a higher percentage of its GNI than
four other countries, which means rejection of the second research hypothesis.

OECD data about the volume of ODA as a percentage of GNI are available for all ana-
lysed countries (Czech Republic, Hungary, Poland, Slovakia, Slovenia, all DAC members
collectively) only for the period 2005-2018. During this period, the Czech Republic did
not have the highest ODA/GNI ratio, the highest values were reached by all DAC mem-
bers collectively, followed by Slovenia. In 2005, 2010 and 2011, the Czech ratio was
comparable to the Slovenian one, in the rest of the time period, it was lower by 0.01 to
0.05 p.p.

(3) The LDCs belonged to priority partner countries defined with strategic documents
framing the Czech development cooperation, which meansacceptation of the third
research hypothesis.

Strategic documents, specifying thematic and territorial priorities of the Czech develop-
ment cooperation duringthe period 2002-2018, introduced some Least Developed Coun-
tries as the priority partner countries, and they were represented in a balanced way in
comparison with other priority partner countries: (1) Concept for the years 2002-2007
recognized 20 priority countries including 6 LDCs (later number of the priority countries
was reduced to 8, including 3 LDCs); (2) Strategy for the years 2010-2017 recognized
14 priority countries, including 6 LDCs; (3) Strategy for the years2018-2030 recognized
6 priority countries, including 3 LDCs (asa specific country was recognized another LDC
— Afghanistan). However, allocation of the ODA flows to LDCs was inadequate in rela-
tion to this representation. The Czech Republic allocated to LDCs from 2.46%to 21.02%
of its total ODA flows, but the level of 10% was exceeded only in three years: 2008
(21.02%), 2009 (18.26%) and 2010 (10.75%). On average, the Czech Republic allocated
to LDCs about 8% of its total ODA flows for the years2000-2018. In absolute terms, the
ODA allocationto LDCs accounted totally for304.43 mil. USD during the period 2000—
2018.

(4) The Czech Republicdid notfollow the recommendations to lower the level of the
ODA flows fragmentation, which means rejection of the fourthresearch hypothesis.

When the fragmentation of ODA flows to LDCs is considered and was evaluated using
the updated Herfindahl-Hirschman Market Concentration Index, no significant progress
towards the lower fragmentation was observed. Higher values of HHI (it means lower
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fragmentation) in some yearswere connected only with the higher ODA flows to Afghan-
istan. The Czech Republic tried to reduce the number priority countries in its strategic
documents framingthe thematic and territorial priorities of Czech development coopera-
tion, but it is not visible in the increase of HHI, and thus real lowering of ODA flows
fragmentation.

(5) The level of fragmentation of the Czech ODA flows to LDCs was higher than the
level of four other countries, which meansrejection of the fifth research hypothesis.

During the years2008-2018, the fragmentation of Czech ODA flows to LDCs was higher
than those ones observed for the Hungarian, Polish or Slovakian ODA flows to LDCs.
Also, other variablesfollowed — numberof LDCs with no ODA inflows and share of top
10 countries (receiving the highest volumes of ODA inflows from the analysed countries)
ontotal ODA flows to LDCs indicated higher territorial fragmentation Czech ODA flows.

The above presented findings reveal clearly that Czech political authorities should com-
mit themselves to increase spending on ODA to meet the Czech nationaland EU targets
concerning thevolume of ODA. Steps towards lower fragmentation should be taken too,
and some have already been introduced (lowering the number of priority partner coun-
tries). Findings also correspond to the factthat the Czech foreign developmentcoopera-
tion is considered a part of the whole foreign policy of the Czech Republic too. Therefore,
priority partnercountries are chosen not only with respect to their underdevelopmentand
externalfinancing needs, and thus the emergency of aid, but also with respect to political
and pragmatic purposes. Therefore, major partner countries have the status of middle-
income countries, when the priority partner countries are recognized in Eastern Europe
or Western Balkans. On the other hand, if the Act on Development Cooperationand Hu-
manitarian Aid considers the main aim of the development cooperation eradication of
poverty in the context of sustainable development, then the priority hasto be assigned to
countries with the objective lack of financial resources for the gross fixed capital for-
mation that can contribute to the sustainable development and to the poverty reduction
there. However, this priority is rathera political declaration not followed by real political
effort because Czech ODA allocation to LDCs is marginal with respect to total ODA
flows. Despite above-presented findings, it is necessary to add that the Czech Republic
behaves like many other OECD Development Assistance Committee members and no
significant differences were found in comparison with Hungary, Poland, Slovakia and
Slovenia.
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Appendix 1

HHI values for the Czech Republic and four other countries during the period of years 2009-

2018

HHI 2000 2001 2002 2003 2004 2005 2006 2007 2008

Czech Republic 0.1947 0.2593 0.1889 0.5624 0.4137 0.1715 0.1957 0.3704 0.6414
Hungary N/A N/A N/A 0.4898 0.5145 0.4542 0.7166 0.5605 0.8196
Poland 0.1076 0.9594 0.1773 0.1305 0.8198 0.1714 0.9674 0.1391 0.2937
Slovakia N/A N/A 0.3449 0.1699 0.1841 0.6588 0.7656 0.8412 0.9468
Slovenia N/A NA _ NA N/A N/A N/A N/A_ N/A 0.1045
Source: OECD (2020d), own data processing

HHI 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Czechia 0.4440 0.3075 0.3039 0.3699 0.1915 0.2367 0.1925 0.1794 0.1482 0.1423
Hungary 0.6423 0.8584 0.8148 0.7515 0.3197 0.1883 0.1870 0.4259 0.3286 0.8144
Poland 0.3721 0.5341 0.5963 0.6469 0.7532 0.4475 0.4680 0.4426 0.4837 0.5445
Slovakia 0.5751 0.4088 0.9477 0.6567 0.8020 0.3188 0.1850 0.2707 0.2051 0.2524
Slovenia 0.1390 0.2298 0.2350 0.5421 0.3610 0.2181 0.1737 0.1461 0.1235 0.1861

Source: OECD (2020d), own data processing
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