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Overview

After a brief presentation of the ÖFSE publication “Export 
Promotion or Development Policy? A Comparative Analysis 
of Soft Loan Policies in Austria, Denmark, Germany and the 
Netherlands” followed by the opportunity for questions from 
the audience, two renowned international experts – Paul 
Hoebink and Lars Engberg-Pedersen – commented on the 
ÖFSE report and addressed recent developments in the 
field of development finance in the Netherlands and Den-
mark. Following their contributions, the international experts 
as well as two Austrian policy-makers – Silvia Maca (BMF) 
and Klaus Steiner (BMEIA) discussed the future challenges 
for soft loans and other forms of concessional development 
finance in the context of the current international debate.

Comment by Paul Hoebink

Paul Hoebink, Director of the Centre for International Devel-
opment Issues (CIDIN), started his comment with a critique 
of tied aid practices and argued that profound analysis of ty-
ing practices from a politico-economic perspective (and not 
exclusively from a macroeconomic standpoint) were widely 
missing. He presented arguments against the tying of aid 
to domestic exports and urged the participants to rethink 
whether tying was an effective way of spending taxpayers’ 
money. He considered tied aid costly for both donor and re-
cipient countries and criticized it for being prone to suppli-
er-driven dynamics (and thus in contradiction with ownership 
claims). Concluding his argument he pointed to the contra-
diction between tying practices and liberal market policies 
pursued by the OECD members. In a second step, he turned 
to the Dutch development cooperation and provided a rough 
historical overview of the Dutch development policies in the 
past decades, with a focus on changing tying practices. With 
tied aid being a small proportion of Dutch total ODA, he 
currently does not see a worrisome reorientation of Dutch 
development cooperation towards export promotion as has 
been concluded by the ÖFSE study.

Comment by Lars Engberg-Pedersen

Lars Engberg-Pedersen, senior researcher at the Danish In-
stitute of International Affairs (DIIS), opened his comment 
with a look at existing evaluations of Danish mixed credits 
and related programs, most notably the business partner-
ships program. This brief assessment led him to the conclu-
sion that inter alia information on the impact of resources 
channeled through mixed credits into recipient countries 
was insufficient, not to say entirely lacking. He then focused 
on current developments and trends in Denmark and ob-
served a strong pressure to continue the tying of some aid 
instruments (although at a very low level compared to overall 
ODA). He explained this with an increased emphasis put on 
employment creation in Denmark and the role of economic 
interest groups as well as by a growing skepticism towards 
development cooperation. The latter is expressed in calls 
that aid should provide a visible “return-rate” for Denmark. 
Taking up the possible future scenarios for soft loan financ-
ing presented in the ÖFSE report, Lars Engberg-Pedersen 
judged the path “costly exports”, i.e. the continuation of tying 
practices albeit at higher concessionality levels, the most 
likely future avenue.

Summary of the Panel Discussion and Comments 
from the Audience

Panelists: Lars Engberg-Pedersen (DIIS), Paul Hoebink 
(CIDN), Silvia Maca (BMF), Klaus Steiner (BMEIA) 

Chair: Werner Raza

The panel discussion started with a closer examination of 
the Austrian soft loan program and an assessment of the 
strengths and weaknesses of the program. Silvia Maca con-
sidered the Austrian program a “success story” and empha-
sized the complementarity of the multiple goals – export 
promotion and sustainable development in recipient coun-
tries – pursued with the instrument. She stressed that the 
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hybridity of the instrument did not reduce its efficiency in 
achieving goals of both development policy and export pro-
motion, but allowed it to ‘kill two birds with one stone’. This 
triggered discussion among the panelists on how to mea-
sure the success of such programs and with regard to which 
goals and corresponding indicators. Lars Engberg-Pedersen 
underlined the need for more thorough studies of the devel-
opment impact on the ground. Furthermore, he observed that 
only a few companies – the ‘usual suspects’ – were profiting 
from the instrument in the Danish case. Thus, a closer exam-
ination also of the programs’ impact on the competitiveness 
of domestic exporters and the Danish economy would be 
required. 

This opened a more general debate among the panelists 
about whether the respective goals of export promotion and 
development policy are harmonious or (partially) conflictual. 
In this vein, Klaus Steiner addressed “trade-offs”, which in 
his opinion characterized the Austrian soft loan program. He 
illustrated his argument on the example of geographical di-
vergences in terms of recipient countries of soft loans on 
the one hand and Austrian development cooperation focus 
countries on the other and noted a prioritization of stronger 
emerging countries over least developed countries in the 
case of soft loan financing. So far, only very limited overlaps 
can observed, which – as argued by Klaus Steiner – would 
allow to produce and use synergies more effectively. Should 
Austrian soft loans in the future increasingly go to LICs and 
LDCs (e.g. the Sub-Saharan countries) stronger develop-
ment safeguards would have to be built into the program and 
its procedures. This argument fed into another aspect dis-
cussed by the panelists, namely the question of ownership. 
There seemed to be consensus among the panelists that the 
latter was stronger in better-off developing countries, many 
of which have recently graduated from tied aid eligibility. In 
countries with weaker institutions, however, some panelists 
reiterated concern with regard to the supplier-driven nature 
of tied aid. In this context, Paul Hoebink elaborated on the 
decisive role of the consultancy sector in identifying and de-
veloping potential projects. 

Controversies were raised in particular with regard to the tying 
of goods and services to soft loans. Paul Hoebink addressed 
the aspect of prize distortions and supplier-driven goods, e.g. 

technologies, not necessarily best suited to the development 
country context. He illustrated his argument by referring to 
some of the white elephants of Dutch cooperation.

The last part of the discussion focused on the post-2015 
development agenda and centered around the question of 
where to go in external finance. The need for private capital 
was taken as point of departure. With regard to a greater 
need for mobilizing private capital, Lars Engberg-Pedersen 
expressed doubt that soft loans were capable of stimulating 
private flows to the extent necessary and raised the question 
whether they were the best means to achieve this end. Ad-
ditionally, in the context of future developments in the field 
of development finance, the strengths and weaknesses of 
blending mechanisms were briefly touched upon. Skepticism 
was shared by some of the panelists with regard to the distri-
bution of risks among the public and private actors involved. 
Klaus Steiner shared his experience with the European Fund 
for South-East Europe and noted that today some of these 
funds which had been set-up specifically to provide blended 
financing faced a lack of private contributions.

Comments and questions by the audience took up the issue 
of whether export promotion and development policy had 
to be an either-or question. Furthermore, it was argued that 
private sector development and soft loan financing can be 
complementary. 

During the discussion the tied nature of some soft loan in-
struments, e.g. the Austrian program, was taken up by sev-
eral commentators from the audience. For instance, it was 
argued that the definition of tied aid changed in the Austrian 
case – notably by relaxing domestic content requirements. 
Furthermore, a link between tying and the quality of deliv-
ered goods and services was established and controversially 
discussed. With regard to international competitive bidding, 
the changing competitiveness situation on international mar-
kets was mentioned and the role of new emerging donors 
was briefly touched upon. 

Another set of questions from the audience turned around 
project assessment procedures in the Austrian program, the 
split of competences and the tools used in order to ex ante 
assess the development impact of a project. 
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