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Preface

There is no lack of writings on international development. Recent pub-
lications such as Jeffrey Sachs’s on how the end of poverty can be achieved,
former World Bank economist Bill Easterly’s criticism of the optimism
about what aid can accomplish, and the increased openness of interna-
tional financial institutions (IFIs) that NGOs successfully advocated for
have all contributed to the enormous amount of information that has
become available. A growing number of think tanks are regularly pro-
ducing technical material on a range of aid issues, trends, and modali-
ties, and the number of acronyms used in the day-to-day language of
practitioners is overwhelming and ever expanding.

How the Aid Industry Works is an introductory text that provides an
overview of the practices of the “industry” of international development.
It thus intends to fill a gap in the literature on international develop-
ment. It focuses on a basic description of aid practices: how they evolved,
what they are, experiences, and debates around them. The book tries to
cover a wide range of aid agencies, including those sharing the “Euro-
pean consensus,” those of the United States, and those of the newcom-
ers, particularly China. Throughout the text, descriptions of practices
and debates are illustrated with real-life examples from projects and pro-
grams in specific contexts. Many of the examples are from India and
China, because of my personal experience, though these are by no means
typical developing countries. As an introductory text How the Aid Indus-
try Works will guide the reader to further readings, both academic devel-
opment studies texts and materials produced by development agencies
themselves.

The fascinating experience of teaching a course on the practices of
international development to third-year undergraduate students at the
University of Guelph, Ontario, has provided the main motivation for
and the concept of the book. I experienced an acute lack of basic texts
for the purpose of introducing students to the practices of international
development. Students, while usually committed to the cause of interna-
tional development, are generally aware of the critique of international
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development but have an insufficient basis to assess that critique. A de-
sire to learn more about the practices and to gain insight into the many
different approaches was expressed consistently by students.

The material herein is thus aimed at students in advanced under-
graduate and graduate courses on international development. As
Lawrence Haddad’s summary note of the IDS Sussex roundtables in
2006, for example, demonstrates, this is an ever-growing field, and the
number of courses in Europe and North America is increasing. Devel-
opment practitioners, administrators, and managers may also find this
book helpful as an orientation to the complex aid industry.

The text is as “neutral” as possible; that is, it provides the arguments
of proponents and opponents. But it is also analytical, helping the reader
to understand the practices from different perspectives. The book is
neither a defense nor a critique of development aid; it is neither opti-
mistic nor pessimistic. Given the enormous diversity of development
practices, it may be impossible to assess whether aid “works.” I have
much sympathy with many of the critiques of international develop-
ment. More important, I strongly believe there needs to be more sys-
tematic and well-informed commentary in order to make aid more ac-
countable.

But the industry has well-documented successes, even if always in-
complete. Aid has contributed to the Green Revolution and to combat-
ing diseases such as smallpox and polio. UN agencies have provided
enormous support to refugees. Private companies have contributed to
eradicating river blindness. I believe that aid programs in China have
helped improve poor people’s lives faster than they would have been
improved without the presence of aid agencies. I have worked with many
people in the aid industry, many of whom are extremely committed and
have provided significant contributions that are recognized by partners
in poor parts of the world. International organizations have contributed
a great deal—though perhaps not enough, or not quickly enough—to
tackling the HIV/AIDS crisis, which is often confronted with resistance
in the North as well as among governments in the South. While the
World Bank has provided misguided advice at times, and there is little
doubt that it needs serious reforms, for example, in the selection of its
president, it is not responsible for poverty in the countries to which it
lends. I believe Sebastian Mallaby’s observation that “most Bank staffers
had joined the institution because they wanted to fight poverty” (2005,
47). I do not think that NGOs are generally better, or worse, in providing
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aid. This book tries not to take sides but rather to help readers form
their own opinion.

Finally, a few words about the choice of the title, particularly the
reference to the aid industry. The world of development or interna-
tional aid, in my experience, is indeed—and should be—an industry,
that is, a branch of economic activity. Although it uses public (tax pay-
ers’ and voluntarily donated) money, it disburses this in a professional
way, with generally strict procedures, reporting, and professional ad-
ministrators, many of whom have a long-running career in international
development. While many of these officials are well paid, and indeed
often fly business class, most of the people in the industry are extremely
committed and indeed “industrious.”

Second, I use the word aid rather than development because while the
desired outcome of the industry is development, the focus of this book
is how the industry contributes to this, and this is mostly through pro-
viding financial assistance. Many argue that the word aid suggests an
imbalance in power relations. I agree, and I strongly feel that the rela-
tionships need to become much more equal, a process that I am fortu-
nate to be witnessing in China at the moment. But as I try to show, the
way this industry works is still primarily by disbursing aid, and many of
its advocates continue to express paternalistic attitudes. There is still
some way to go for the industry to become one of development. In any
case, merely changing the language will not change the practices.
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1

Why Is Aid Contested?

International development is big business. Total global official aid flows
from North to South are well over $150 billion annually, one-third of
which goes to Africa. China and India are rapidly enhancing their role
as aid providers. And international private philanthropies have become
significant in terms of ideas as well as money, with the resources of the
Gates Foundation, for example, outstripping the annual budget of ma-
jor official donors like the World Health Organization. Donations by
private medical companies add significantly to overall aid flows.

The number of organizations can be “baffling,” according to the
Development Assistance Committee (DAC), the body that brings to-
gether dispersed aid statistics and has worked hard to coordinate do-
nors. According to its count, there are no fewer than two hundred bilat-
eral and multilateral organizations (including only the “official” agencies)
channeling official development assistance (ODA), all with their own
strategies and principles. Many forms of public-private partnerships have
added to the complexity particularly in the last twenty years or so. In
some developing countries forty donors are operating, financing hun-
dreds of projects. Dutch aid, for example, despite efforts to concentrate
efforts, can be found in no fewer than 125 countries. Donors like the
United States have multiple agencies within the government respon-
sible for various aid activities. The policies of agencies tend to be inac-
cessible to outsiders and apparently always changing; procedures for
project approval, for example, can be extraordinarily long. The language
of the aid industry is often intractable, and it uses an incredibly large
number of acronyms.

Recently, interest in development aid has seen a big surge, and to a
large extent this has been sustained throughout the 2008–9 financial
crisis, as the G20 meeting in London in April 2009 suggested. Large
disasters like the Gujarat earthquake and the Asian tsunami mobilized
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2 How the Aid Industry Works

governments and large constituencies of civil society, including diaspora
communities. The 2008 cyclone in Myanmar and earthquake in China
again highlighted the role of an international community, which found
a previously unknown open reception in China and advocated continu-
ously for access in Myanmar. The global Jubilee 2000 campaign advo-
cated successfully for debt relief to the poorest and most heavily in-
debted countries, and the Make Poverty History campaign of 2005
advocated for substantially increased aid commitments. These raised
awareness of and interest in the aid industry well beyond the earlier popu-
lar advocacy for relief such as that during the Sahel emergency of the late
1970s. Anti-globalization and other protests frequently bring the World
Bank and International Monetary Fund (IMF) into the global public eye.
Global civil society and protests against international institutions—which
in 2007, for example, contributed to the resignation of the World Bank
president—have become an inextricable part of globalization.

Alongside renewed concerns to alleviate deprivation in the South,
global security concerns have brought renewed attention to global aid
efforts. In the United States after 9/11, development was elevated after
a decade of relative neglect and became seen as one of the pillars of
national security alongside defense and diplomacy (Brainard 2007a;
Natsios 2006). In other countries security concerns have been less overt
in influencing aid programs, but the war in Iraq did become important
for the aid programs, and Afghanistan became an important recipient of
many countries’ aid.

The practices, achievements, and failures of international develop-
ment efforts are the main themes of this book. It focuses on the period
following the Second World War, when the modern aid industry was
built, often in the wake of independence of former colonial countries,
supporting the new modernization projects, and accompanied by the
new science of “development” economics and studies.

From the outset it is important to highlight the hugely differing per-
spectives on aid.1 At one extreme are the many who claim that not enough
aid is given, for example, those in the Jubilee 2000 campaign who advo-
cated for debt relief, reversing the net transfer from poor to rich coun-
tries. In Canada, Stephen Lewis criticized in nationally broadcast lec-
tures most of the rich countries for failing to live up to their commitments
and failing to deal with the global HIV/AIDS pandemic (Stephen Lewis
2005). Jeffrey Sachs, having started his career in international develop-
ment by advising governments how to reduce inflation, joined the camp
of those forcefully advocating for more aid, including his time serving
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as adviser to Kofi Annan (Sachs 2005). At the other extreme are those
who believe too much aid is given. This group includes those in the
general public who suffered from the “aid fatigue” that was common in
the 1980s and 1990s and those like William Easterly, among others,
who does not like the aid practices of ambitious planning and believes
development needs to be “home-grown” (Easterly 2006).2 In the middle
are those who focus on the ways in which aid is provided and the need
for better assessment (Roger Riddell 2007), as well as those who argue
that aid really isn’t all that important and that other rich countries’ poli-
cies—for example, on trade or migration—are much more significant.

For many agencies progress toward the Millennium Development
Goals (MDGs) that were agreed upon after a summit in 2000 now pro-
vides a unified framework for the goals and measurement of success of
the international community. But there are still large differences in the
objectives of various countries aid programs (described in Chapter 2),
and measurements and indicators of success also are radically different.
Thus, individual agencies approach these goals differently, and the way
contributions are assessed is not at all clear or agreed. Where donors’
national interests are seen as key to the development programs, mea-
surements of success, of course, differ as well.

Moreover, aid has been studied from different theoretical angles (de-
scribed in Chapter 3). These differences can be summarized under a
number of opposites. For example, much of the literature cited in this
book has a strong emphasis on the management of aid; this literature
has been criticized by authors that emphasize the importance of per-
sonal relationships in aid. Realist and Marxist perspectives focus on the
role that aid plays in maintaining global power relations; scholars in a
liberal tradition emphasize aid as a reflection of collaboration between
states. Social-democratic theories highlight that foreign aid is an ex-
pression of norms and ideas to assist in the improvement of quality of
life; post-modernist approaches focus on aid practices as discourse and
ways of exerting power. The entrance of new donors, like China, is likely
to bring yet other perspectives that cannot be predicted. I agree with
Carol Lancaster (2007) that none of these theories adequately explains
the complexities of aid; its principles always reflect a combination of
motives, and aid practices tend to create their own dynamics, as do all
policies, through the institutions responsible for their implementation.

At the end of the book, and following a discussion about how the im-
pact of aid is measured, readers should be able to make their own judg-
ments about these views. The rest of this introductory chapter highlights
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4 How the Aid Industry Works

some of the main debates about international development: whether aid
should increase, about the way aid is given, and whether aid is becoming
irrelevant in the face of increasing private financial flows through trade
and remittances. This does not cover all the arguments about aid. Nota-
bly, it does not cover the question of whether aid can reduce poverty.
This is a question that runs throughout the book, and the book hopes to
help readers to form their own opinion. This introductory chapter fin-
ishes with a brief introduction to the chapters in this book.

Argument 1: Aid Flows Should Increase

Commitments to international development are frequently subject to
international debates among activists as much as government leaders.
According to John Isbister, “Foreign aid has declined so much in both
quantity and quality as to be almost irrelevant to the economic develop-
ment of the third world” (2003, 221). In 2007 civil society organizations
like Oxfam and ActionAid were quick to criticize the Organisation for
Economic Co-operation and Development  (OECD) countries’ failure
to increase aid to Africa, as promised during 2005.3

Calls for increased aid have been common at least since the Second
World War, and there have been various waves of attention since. The
immediate postwar period witnessed large-scale funding through the
Marshall Plan, which provided infrastructure support to Europe. Aid to
developing countries focused on technical assistance and cooperation.
In 1951 a commission set up by the UN secretary general recommended
an increase of aid, to about $5 billion a year, to help countries increase
economic growth to 2 percent (Roger Riddell 2007, 27). Voluntary agen-
cies started to expand work in developing countries. The early 1950s
also were the period of the classic development theories, which identi-
fied both technical assistance and finance gaps as main obstacles for de-
velopment.

The 1969 Partners in Development was one of the first and subsequently
most commonly quoted official reports arguing for an increase in aid.
The report was written by a commission set up by Robert McNamara,
the newly appointed World Bank president, and chaired by Lester
Pearson, Canada’s prime minister. It called for rich countries to devote
0.7 percent of their gross national income (GNI) to international devel-
opment, and to reach this level of funding in 1975. It also argued for a
simultaneous increase in the efficiency of aid. Its focus was development,
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with less explicit attention to poverty. The target was adopted formally
by the United Nations in 1970 and has featured in international debates
ever since. Aid levels did rise during the 1970s, but average spending
never came close to the target except in a few countries.

The optimism of 1970 was not to last long. It was quickly followed by
emphasis on structural adjustment and stabilization of economies (dis-
cussed in some detail in Chapter 3) and aid fatigue based on perceptions
that aid had failed to deliver results. Nevertheless, even throughout the
1980s there were calls for increasing aid, including World Bank reports
on Africa, for example, in response to the droughts and famines in Sahel
and Ethiopia, and because of increasing involvement of NGOs. Levels
of aid continued to increase.

The 1990s—with the end of the Cold War, and economic and bud-
getary problems in donor countries like the United States and Japan—
witnessed sharp reductions in ODA. The fall in aid to the poorest coun-
tries may have been even larger than the overall decline.4 The amounts
of aid to allied countries, including corrupt and repressive regimes, de-
clined, but simultaneously the donors may have reduced their attention
to conflicts and violence in developing countries. With the transition
toward market economies, more attention started to be paid to the use
of aid for governance reforms in the former USSR and for processes
toward democratization in Africa.

From the late 1990s onward calls for increasing aid again became
stronger, accompanied by a sharpened focus on poverty reduction as the
overarching goal for development. An important OECD report in 1996
signaled a turnaround of the pessimism. The change of government in
the UK in 1997 led to the formation of a new and separate ministry, and
contributed to greater political interest, for example, among stars like
Sir Bob Geldof and Bono.5 Around the turn of the century the United
Nations and the World Bank produced a range of publications high-
lighting the importance of and their commitment to poverty reduction
and the MDGs. In March 2002 a large number of countries once again
came together, in Monterrey, Mexico, pledging significant increases in
aid flows (UN 2002), which was followed up during the General Assem-
bly meeting in Doha in December 2008. The Monterrey conference
was followed by the 2005 Gleneagles Summit under the leadership of
the UK government as G-8 chair, and commitments were reaffirmed
later when Germany took over the chairmanship of the G-8.

Showing a great deal of trust in the impact of aid, the UN Millen-
nium Development Project calculated the amount of aid that would be
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6 How the Aid Industry Works

required to achieve the MDGs.6 The United Nations stressed the lack
of funding particularly in social sectors; according to the 2005 Human
Development Report, for example, average health spending in Sub-
Saharan Africa was $3–$10 per capita, while the cost of providing basic
health care was estimated at $30 per capita (UNDP 2005, 79). The
desirability for increased aid was highlighted by analyses like that of
Howard White, who entitled an article “The Case for Doubling Aid”
(2005).7

However, commitments have never been binding, and more often
than not simply have not been honored. In donor countries political
pressure apparently is not heavy enough, and aid probably not suffi-
ciently significant in national politics, for the commitments to be hon-
ored consistently. The commitments by national leaders usually do not
have direct legal or administrative implications. Exceptions to this in-
clude the UK’s International Development (Reporting and Transpar-
ency) Act 2006, which commits the secretary of state to report annually
on various areas, including expenditure on international aid and progress
toward the UN ODA target for such aid to make up 0.7 percent of GNI.
But in this case the commitment to increased aid is combined with com-
mitments to enhance effectiveness and transparency, making the increase
in allocation far from automatic.

Argument 2: Too Much Money Goes
to International Development

The idea that too much money is spent on international development
aid is very common. Public opinion often holds that too much money
goes to foreign aid, and that very few positive effects are achieved, often
because of corruption on the part of the rulers of poor countries. It
appears that little of this is based on actual information. For example, in
the United States the public often greatly overestimates the amount
given to aid.8 However, some OECD countries’ governments are con-
sciously trying to enhance understanding of development and campaigns
like the MDGs, though perhaps too little is known about public atti-
tudes toward aid.9

In 1989 Graham Hancock argued in a widely read book that the aid
business should be abolished and that the highly paid aid bureaucrats,
or “lords of poverty,” should depart. In his view the industry’s history
has been littered with failures, and it has escaped public scrutiny. Riding
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Box 1–1. Four Decades of Reports on Increasing Funding
for International Development

Pearson Commission: Lester Pearson, 1969. Partners in Develop-
ment: Report of the Commission on International Develop-
ment. New York: Praeger Publishers. Called for ODA
commitment of 0.7 percent of GNI.

Brandt Commission: Willy Brandt, 1980. North-South: A
Programme for Survival. London: Pan Books. Called for dou-
bling ODA by 1985.

World Bank, 1989. Sub-Saharan Africa: From Crisis to Sustain-
able Growth. World Bank. Proposed doubling aid to Africa.

DAC, 1996, Shaping the Twenty-first Century: The Contribution
of Development Co-operation. Paris: OECD. Called for increas-
ing aid, but without quantification, and focusing on enhancing
the effectiveness of aid.

UN, Monterrey Consensus on Financing for Development (UN
2002). Urged developed countries to make concrete effort to-
ward the 0.7 percent target (and 0.15–0.20 percent to the least
developed countries), while stressing the need for a “new part-
nership.” The Monterrey commitments were affirmed during
negotiations at Doha in 2008.

UN Millennium Development Project. 2005. Investing in Devel-
opment: Millennium Development Goals.

The Commission for Africa (set up by UK Prime Minister Tony
Blair). Our Common Interest. 2005. London: Penguin Books.
Called for an additional $25 billion in aid to Africa.

on the wave of interest in aid as highlighted above, former World Bank
economist William Easterly published his view on international devel-
opment. Based on his practical experience he highlights the “tragedy in
which the West spent $2.3 trillion on foreign aid over the last five de-
cades and still had not managed to get twelve-cent medicines to prevent
half of all malaria deaths” (Easterly 2006, 4). According to Easterly, the
main problem of aid has been the emphasis on grand plans and the domi-
nation of “planners,” and limited ability to motivate people to carry out
such plans. He suspects that the increased commitments will again be
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8 How the Aid Industry Works

subject to a dominance of these planners, including those who think
they can plan a market but fail to learn from past mistakes.

Calls for reducing aid are substantiated by different arguments, often
interrelated. First, there is a common perception that aid has failed—as
the quote from Easterly indicates. An article in the conservative US
journal The National Review in 2002 argued that “a strong case can be
made that foreign aid has been the problem for many developing coun-
tries, rather than the solution.” Linking this to welfare debates in the
United States, it continues: “Negative policies were perpetuated in the
same way that welfare perpetuated dependency” (quoted in Lancaster
2007, 96). An article in The Wall Street Journal stated: “Despite star power,
aid doesn’t work” (Subramanian 2007), highlighting the potential dam-
aging long-run effects on governance and economic competitiveness.10

In an “ethnography of aid and agencies,” David Lewis and David Mosse
state that development policy is characterized by a striking incongru-
ence between a seductive mix of “development buzzwords” and a “strik-
ing lack of progress in relation to a wide range of development indica-
tors” (2006, 8).11 Also, Hancock points out—not without basis—that
countries who have not received aid have done well, while those that
have received aid have not developed. It is often argued that many of the
aid recipients are not committed to development and poverty reduc-
tion, and that aid may not manage to help improve governance.

Second, a strand of academic literature, often inspired by post-mod-
ernism, has challenged the nature of the aid industry altogether. Au-
thors like Escobar, Ferguson, and Ignacy Sachs “argue that the entire
development discourse is Western created and imbued with the usual
dichotomies of Western superiority… [and] … justifies the existence of
an interventionist and disempowering bureaucracy. . . . This critique
argues that the entire development edifice—the concepts, the language,
the institutions built up around it—causes the problems it supposedly
seeks to solve” (Uvin 2004, 32).12 Much of the popular critique, particu-
larly against the World Bank or globalization and in support of the agen-
das of subalterns and social groups in the South, uses these forms of
expression, emphasizing continued inequalities in power as root causes
of deprivation. Even programs run by UN organizations like the Inter-
national Fund for Agricultural Development (IFAD) do not escape the
criticism that aid institutions cause development problems. While I do
not share these criticisms, they no doubt contain much truth, and any
practitioner ought to be aware of them.
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Third, there are common concerns about aid dependency. In quite a
few countries, particularly in Africa, donor funding can form half of the
government budget, often for extended periods of time. New funding
often leads to setting up of new agencies, and this may not contribute to
solving problems and indeed may even worsen problems of existing public
policy institutions. Equally, new loans are often thought not to help
countries get out of debt traps. Critiques of structural adjustment, which
we discuss in some detail in Chapter 3, often argue along these lines,
pointing out—as the campaigns for debt relief have done—that poor
countries over the years have paid back far more in loans than they have
received.

A fourth argument against increasing aid refers to what is commonly
called absorptive capacity. It is argued that recipient governments do
not have the administrative or policy capacity to use increased aid flows
effectively, particularly when these are disbursed in a short period of
time. Economists warn of the implications of large financial inflows on
the economy, and the possibility that this may cause “Dutch disease,”
that is, an appreciation of the exchange rate and resulting decline in com-
petitiveness of national industries. However, there is some agreement
among economists that for most aid-dependent countries, a foreign aid
contribution of about 20 percent to the national budget does not lead to
such negative effects and that the economic impact remains positive. And
Jeffrey Sachs has strongly asserted against arguments around absorptive
capacity that, for example, at current levels of funding it is impossible for
health ministries in Africa to maintain a health-care system.

A fifth argument against increasing aid relates to the behavior of do-
nors. While the history of the aid industry has been full of commit-
ments to focus on recipients’ priorities, the motives and structures of
donors continue to drive the way aid is given; for example, aid is influ-
enced by foreign-policy motives, which partly explain the great atten-
tion to aid during the Cold War and after 9/11. Commercial motives
have been equally important in the way aid is provided. Much aid is
“tied aid,” where the money given must be spent on goods and services
of the donor country. Donors’ procedures also tend to be cumbersome,
occupying valuable and often scarce government and administrative ca-
pacity. Donor projects and programs often create parallel reporting struc-
tures, which is particularly problematic when large numbers of donors
are present in countries with low administrative capacity. Finally, donor
funding can undermine local accountability (Uvin 2004); donors’ role
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10 How the Aid Industry Works

in relation to the accountability of national policies are discussed at dif-
ferent points in this book.

Argument 3: Amounts of Aid Matter Less
Than How It Is Given

The arguments about absorptive capacity and donor behavior move us
into a different set of arguments about aid, those focusing on how aid is
given rather than whether there should be more or less aid. As already
noted, advocacy for more aid often goes together with calls for improv-
ing the quality of the aid system; for example, the Jubilee 2000 cam-
paign argued that new resources should focus on poverty reduction, the
Pearson Commission argued for improvements in efficiency, and the
Monterrey Consensus emphasized governance issues as central to de-
livering increased resources. The prestigious 2005 Human Development
Report argued:

International aid is one of the most powerful weapons in the
war against poverty. Today, that weapon is underused and
badly targeted. There is too little aid and too much of what is
provided is weakly linked to human development. Fixing the
international aid system is one of the most urgent priorities
facing governments at the start of the 10-year countdown to
2015.

Many of the difficult questions about the delivery of aid are central to
this book. Some of the more pertinent ones in discussions about in-
creasing aid are discussed below (see Manor 2005).

A first argument emphasizes that aid is not well targeted, that too
much money is spent in countries that are not the poorest. There are
powerful historical, political, and strategic reasons determining that much
aid is given to countries that are not poor. Many bilateral organizations
have tried to focus their aid on the poorest countries. The UK with its
public focus on Africa has official targets for increasing the share of the
total aid budget to the poorest countries. But the pull of other political
considerations remains large, and following 9/11 security concerns have
led to an increasing—and often competing—focus on states that are
thought to be threats to the North. The US aid program is openly tied to
foreign policy concerns; in fact, in 2006 a former USAID administrator
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criticized the European aid programs for failure to align their aid to
foreign-policy concerns (Natsios 2006). Similarly, Kurlantzick describes
the recent Chinese aid program as a core element of China’s global
“charm offensive” (2007, 202).

A second and related argument has stressed that much aid—even if it
does go the poorest countries—does not reach the poorest people. As
we describe in the next chapter, since the 1950s the development indus-
try has increasingly focused on ensuring that aid benefits poor people.
The MDGs agreed upon in 2000 are a clear example of an instrument
that aims to ensure targeting. Since the 1980s many development orga-
nizations, not least the World Bank, have been engaged in large-scale
exercises to make sure that it is possible to know how many people are
poor, uneducated, and so forth. But the ways in which aid does benefit
poor people can be manifold (as discussed later), and this underlies many
of the debates about aid. Moreover, assessing whether aid succeeds in
benefiting the poor (the subject of Chapter 8) remains a very difficult
question, even within agreed frameworks like the MDGs.

Third, even when it is agreed that the world’s poorest people should
be the prime beneficiaries of aid, controversy arises about whether it is
desirable to provide these countries with large or increasing amounts of
aid. The argument, put simply, is that many of the poorest countries are
not able to use aid effectively. This can be for a number of reasons, but
much of the focus has been around the “governance” in these countries
(discussed extensively in Chapter 5 on aid approaches that emphasize
administrative and public sector reforms). The agenda of good gover-
nance is broad and calls for improvements in political and economic
institutions, administrative systems and government bureaucracies, and
public service delivery.

An oft-quoted and influential—but also much criticized (as discussed
in Chapter 8)—World Bank working paper first published in 1997 by
Craig Burnside and David Dollar showed that aid is effective if its re-
cipient government has the right policies, particularly good fiscal, mon-
etary, and trade policies (Burnside and Dollar 2000). Paul Collier and
David Dollar (1999) combined an argument about the need to move aid
to those countries with the largest numbers of poor people and those
countries that are able to use aid effectively. In their view, based on sta-
tistical analysis comparing large numbers of countries (cross-country
regressions), such reallocation could increase the numbers of people
lifted out of poverty from 30 million to 80 million a year. Collier’s popu-
lar book The Bottom Billion (2007) again stressed the need to focus on

www.ebook3000.com

http://www.ebook3000.org
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countries where most poor people are (approximately forty countries)
and the need to address the development “trap” of good governance—
to which he adds the need to address other traps, those of conflict, of the
natural resource curse, and of landlocked countries with bad neighbors.

Fourth, a relatively recent concern about how aid is given revolves
around the political nature of the aid process. Such a critique is by no
means new. Chapter 3 describes the perceived failure of the Washing-
ton Consensus that dominated in the 1980s (and the aid fatigue that
blamed corrupt governments for the failure of aid) and how it led to
increased attention to the importance of governance for development
and poverty reduction. Further, poverty reduction strategy papers
(PRSPs) called for country-wide consultations to determine strategies
for providing aid (discussed in Chapter 6). The attention to the institu-
tional determinants of development led an increasing number of au-
thors to argue that aid needs to be much more sensitive to political con-
ditions and to calls for political analysis—such as DFID’s “drivers of
change”—to inform aid allocation and strategies.

A fifth question about how aid is given stresses donors’ habits, that is,
the patterns of behavior and incentives that limit aid effectiveness. This
involves a complicated set of issues, many of which we stumble upon in
the rest of the book. For example, current aid is commonly compared
with the Marshall Plan, implemented after the Second World War, which
disbursed large sums of money in a short period of time, as opposed to
the long term and relatively small sums of money of development aid—
even though, and this is only an apparent contradiction, donors suffer
from what is known as disbursement pressure, that is, both in World
Bank and bilateral donors, staff experience incentives for high and fast
disbursement.13 Donor procedures tend to be cumbersome and time
consuming. Aid flows are often unpredictable, often following financial
cycles on the side of the donors rather than demand by recipients—and
donors’ priorities change frequently. Many people feel that there are
too many donor agencies, working in uncoordinated ways. Some argue
that donors’ attitudes have the potential to undermine progress, and aid
has the potential to contribute to rather than to reduce conflict. With
respect to fragile states, Stephen Browne of the United Nations Inter-
national Trade Centre concludes:

The donor record is patchy to say the least. And the closer
you come, the worse it looks. Donors bear some responsibil-
ity for not being there, but that is not the worst accusation.
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Donors also appeared at the wrong times with the wrong
attitudes. Working within their own scripted agendas, they
succeeded in sometimes unpicking and undermining devel-
opment progress. (Browne 2007, 32)

Finally, tied aid has restricted aid’s efficiency. While the UK “untied” its
aid under the Labour Government, and other OECD countries have
tried to do this for some time, and although an increasing number of
recipient countries qualify for untied aid,14 many donor countries con-
tinue to make collaboration with or purchase from their national com-
panies a condition for the provision of aid.15

Argument 4: Foreign Policy, Trade,
and Migration Policies Matter More Than Aid

A fourth set of arguments emphasizes that aid is not as important as
many of its supporters argue. There are at least three important consid-
erations, related to the position of aid in relation to donors’ foreign
policies; the importance of aid compared to private financial flows; and
aid’s importance in relation to remittances, which (unlike aid) have rap-
idly grown over the last decades. I argue that it is important to
contextualize aid in this way, but that none of these makes careful study
of aid any less necessary.

First, as reflected strongly in writings originating in the United States
aid is an instrument of foreign policy or diplomatic purposes. The United
States and others provided aid as a tool in the Cold War competition,
and French aid has been instrumental in maintaining a sphere of influ-
ence. The recent rise of Chinese aid similarly can be interpreted as one
of its diplomatic tools. The resurgence of interest in aid in the United
States was closely related to the post-9/11 agenda and the new “trans-
formational diplomacy” (Natsios 2006). In fact, foreign-policy consid-
erations are important for all donor countries, even for those that have
made development, poverty reduction, and humanitarian relief central
to their policies. Alesina and Dollar (2000) confirm, based on quantita-
tive analysis of bilateral aid, that foreign policy and strategic consider-
ations (along with economic needs and historical links) have a big influ-
ence on which countries receive aid.

A second important question is how important aid is in a world in
which private financial flows are so large. It is often argued that broader
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international economic policies are more important than aid programs
alone. Civil society organizations have long emphasized that for global
inequalities to be reduced, trade policies need to change. This is recog-
nized, for example, in the Treaty of Maastricht and is central to many
aid ministries’ efforts to influence other government departments. Do-
nor countries are criticized for hypocrisy when they provide aid while
benefiting from, for example, import restrictions and subsidies to pro-
ducers in the North, foreign investment that exploits countries in the
South (with advice from donors helping to open up countries to global
markets), the payments of interest on loans disbursed years if not de-
cades ago, or the fueling of conflict through the sale of arms by compa-
nies in the same donor countries. Under the leadership of Clare Short,
DFID made globalization the core theme of its Second White Paper,
responding to a perceived need to “make globalization work for the poor,”
and arguing for the need for consistency in the policies of all govern-
ment departments. The Commitment to Development Index, published
on the Center for Global Development (CGD) website, is an initiative
that rates rich countries’ policies in seven component areas (aid, trade,
investment, migration, environment, security, and technology) on the
extent to which they help poor countries’ development. Currently, the
Netherlands, Denmark, Portugal, and New Zealand ranked best; Nor-
way and Britain fall in the middle; and Canada, Australia, the United
States, and Japan score lowest.

Similarly, it has been stressed recently that the financial contribu-
tions of migrants from the South outstrip development aid. Recent esti-
mates put remittances at about US$200 billion or more, about double
official aid flows. While earlier writings emphasized the danger of “brain
drain,” that is, the loss of human capacity following moves by educated
people to richer countries, more recent analyses have emphasized the
positive contributions of migrants. Some authors stress that remittances
do not suffer from the problems of aid flows (like difficulties in getting
the money to the right people) and corruption.

These arguments are important, and a development agenda is about
much more than aid. But aid itself does have its place. Wherever for-
eign-policy considerations are dominant, constituencies for the use of
aid for development purposes continue to exist. And private flows,
through trade or migrants, cannot substitute for the essential role aid
has played, and can play, in providing countries with the preconditions
for their development, including being able to benefit from private flows,
from which many of the poorest countries are still excluded. There may
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be too few successes, but there are enough to illustrate the point that aid
does matter for the places and countries that are marginalized from glo-
balization.

So Why Are Views on the Aid Industry So Different?

The views on aid diverge for many reasons. In the first place, aid has
been used for different purposes: to support allies during the Cold War,
to support countries and governments considered helpful in a global
security agenda, to help countries develop, to address global poverty,
and so forth. Because there are many objectives for aid, views on what it
can achieve differ.

Second, and closely related, there are no agreed-upon standards to
measure whether aid works (see Chapter 8). Even if we discount the
foreign-policy and commercial purposes of aid and instead focus on the
developmental aspects, there is still an enormous variety of purposes
that can be categorized as development oriented; providing humanitar-
ian relief, promoting economic transitions and reform, promoting de-
mocracy, addressing conflict and post-conflict situations can all legiti-
mately be classified as aid. Poverty reduction can be achieved through a
range of instruments, including those that help create an environment
for economic growth, policies that help provide services for the entire
population (like health and education), or programs that are targeted to
the poor (like microfinance or cash transfers). While the MDGs now
provide a generally agreed-upon framework for measuring progress,
there are still many questions about whether one can attribute any of
the progress, or lack thereof, to the aid industry.

But third, the differences also can have deeper underlying reasons.
As described by Jean-Philippe Thérien (2002), the ideological differ-
ences between Right and Left have exercised a great influence on fram-
ing the aid debate, and the changes in political power over the last de-
cades have influenced the changes in the shape of aid institutions. Partly
mirroring these differences are differences in perceptions about respon-
sibilities of states, in terms of their duty to provide for their citizens, as
well as their ability to promote economic growth.16 US national public
social policies, for example, are relatively ungenerous compared to their
European counterparts. But private charities are larger in the United
States than elsewhere. These differences are clearly reflected in pat-
terns of aid, as we will see in Chapter 2. Similarly, there are differences
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in expectations about the extent to which governments can promote
economic growth and how much of this should be left to the private
sector; again, ideas about the ability of the state are reflected in ideas
about what aid can contribute and how much should be given.

A Brief Introduction to This Book

This book is neither a critique nor a praise of aid. It will not try to
answer the question “does aid work?” (see Robert Cassen et al. 1986;
Roger Riddell 2007) or why it has done “so much ill” (see Easterly 2006).
It will show, however, that there are no easy solutions for making aid
work. As we will see, what is seen as the success of aid differs among its
many different protagonists and the people who criticize the industry.
Understanding the different ways in which aid is provided, the varying
objectives, and different ways in which it is assessed is the key objective
to which this book aims to contribute.

The next chapter provides insight into the institutions that form the
aid industry: the United Nations, including the Bretton Woods institu-
tions, IMF, and World Bank; the main bilateral organizations, and the
various ways in which countries have shaped their aid programs; the
role and importance of NGOs, which have grown significantly over the
last two decades; and the more recent but very rapid emergence of pri-
vate charities, of which the Gates Foundation is probably the most widely
known. While the club of donors is very diverse, and increasingly so,
the group of recipients is even more varied (this is reflected in the ways
in which donors have categorized countries), with countries that are
more and less aid dependent, countries that have had high or reasonable
economic growth and those that have stagnated for decades, and coun-
tries that have been in conflict or are “fragile.”

Approaches to development, and development studies, have seen rapid
evolution since the Second World War, and Chapter 3 briefly describes
this history. First, I discuss the nature of development studies, which
since the early 1970s has established itself as a separate academic disci-
pline—more so in some countries than others—with a strong interdis-
ciplinary and a problem-oriented or applied focus. The description of
the trends in approaches covers how aid approaches emerged out of
late-colonial concerns, followed by a focus on reconstruction after the
Second World War and support to newly independent nations. The
optimism of the 1960s was followed by the period of adjustment. The
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turning point can be put at 1973 with the oil crisis and political change
in Chile, even though in the 1970s the aid agenda continued to expand
and basic needs (and later human development) became more central.
The period of dominance of the Washington Consensus during the 1990s
was followed by a new or renewed focus on poverty as the central objec-
tive of development aid and increasing attention to the role of gover-
nance and institutions in promoting development. Finally, while the end
of the Cold War reduced the influence of foreign policy over aid, the
global security agenda after 9/11 provided new directions.

Chapters 4–6 then describe the practices and different approaches of
the aid industry. A key and much debated distinction has been between
projects and programs, signaling the way thinking about aid and develop-
ment has evolved, but also some of the dilemmas in terms of donors’
preferences and the needs of recipients. A project involves financial and
technical support to a distinct activity with directly tangible objectives,
such as building roads or giving immunizations. A program supports
recipient governments’ policies more generally, for example, through
general “budget support” to finance ministries. Main organizations have
used a combination of the two, and choices between the two are some-
times made for different reasons. Some agencies tend to focus entirely
on projects, often using implementing agencies outside the regular bu-
reaucracies of recipient governments. The World Bank has a strong fo-
cus on programmatic loans for adjustment and reforms. With the emer-
gence of poverty reduction strategies and emphasis on donor
“harmonization” and “alignment” an increasing number of organiza-
tions have adopted a similar form of programmatic support. Chapters
4–6 describe the characteristics and rationale of the different approaches,
their origins, and the successes and continuing challenges. The themes
in these chapters can be identified on a continuum between program
and project approaches, with practical examples drawn from recent ex-
perience.

Projects, despite criticism, are still a very important part of donor ap-
proaches, and Chapter 4 highlights the rationale for these in terms of
needs for donors to show results, the possibility to be flexible and de-
mand driven, and potential for innovation. But projects also are per-
ceived to have many disadvantages: an overload on recipient govern-
ments, particularly but not only in aid-dependent countries; “fungibility”
of funding, referring to the possibility that donor funding leads to a
reduction in recipient government funding in that specific area; and the
likelihood of sustainability, that is, whether projects initiated or funded
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by donors will be maintained. Cases of project approaches highlighted
include microfinance, sustainable livelihoods projects, social funds, and
practices of technical cooperation, and Chapter 4 describes LogFrames
as the most important planning tool for projects.

Whereas projects focus on one-time support for countries’ develop-
ment, reforms and programs (the subject of Chapter 5) focus on the
broader administrative and policy systems in partner countries. Reforms
have been a key element in the development debate since the 1980s.
Reforms are complex processes, often involving dozens of policy pre-
scriptions imposed by donors on recipient governments. From the 1980s
onward, sector reform and sector-wide approaches have been developed
as new instruments of the aid industry, as part of a move away from
project approaches to a focus on the policy environment. These ap-
proaches have had notable successes, but practices have been more var-
ied than optimists may suggest or hope. Progress has often been ex-
tremely slow, and donors have continued to operate projects with
program approaches. Other issues relate to the relationship between
program approaches and cross-sectoral policy choices, the importance
of capacity for policymaking, the intensely political nature of aid and
reforms, and how the impact can be measured.

While always part of common knowledge, during the late 1980s do-
nors started to emphasize the need for country ownership for successful
development. Chapter 6 describes country-led approaches and questions
of the capacity of aid recipients and the perceived need for donors to
harmonize their approaches. The approach to PRSPs has been much
debated in the development community, and this chapter reflects on its
place in the evolving aid industry, how it emerged, what it set out to
achieve, how it has worked, its successes and failures in strengthening
“ownership,” and whether donors can live up to the commitments this
approach entails.

Chapter 7 describes cross-cutting issues. Development debates in the
last decades have been heavily influenced by urges to mainstream a num-
ber of concerns: environment, gender, participation, rights-based ap-
proaches. Each of these themes has a substantial literature, and this chap-
ter places these in the context of wider development debates, how these
approaches have or have not influenced mainstream debates, and whether
they have managed to obtain a central place in aid practices. It is sug-
gested that participation has obtained a central place partly because of
evidence that participation leads to better project outcomes. Environ-
ment has become a key focus because of recent concerns over climate
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change. Gender and rights appear much more contested with the latter
receiving very little attention, and the way in which the former has been
mainstreamed challenged by many activists.

How does the industry know what it has achieved? As discussed above,
debates over whether aid works continue to rage. During the last de-
cades—under the influence of changing public service management prac-
tices and pressure by treasuries on government departments to show
results, presumed or real aid fatigue, and influential critiques on struc-
tural adjustment—increasing attention has been devoted to measuring
what aid has achieved. Chapter 8 describes the technical approaches to
such measurement, the information on which assessments are based,
the advantages and disadvantages of different approaches, and whether
(and the ways in which) these assessments are taken seriously by organi-
zations, and some of the perhaps unintended impact of the need to show
results.

The final chapter reflects on major challenges to the practices of inter-
national development. For example, has aid become irrelevant, as trade
and migration agendas seem much more important for development
than the relatively low aid budgets, and as global security concerns have
increasingly influenced aid approaches? What does the rapid entry of
new aid donors like China, India, and the Gates Foundation mean, and
do they upset attempts toward harmonization of donors? There is a
tension between the needs of many of the poor countries and their ca-
pacity to use aid effectively, and there may be a dilemma between a strong
focus on ensuring that aid reaches the poor directly and supporting
broader development processes and structures. Finally, aid is and will
remain an instrument of international politics; the challenge is how to
ensure that this complements development and poverty reduction.

www.ebook3000.com

http://www.ebook3000.org




21

2

The Aid Industry Defined

Every year, more than $100 billion is spent on international develop-
ment through government and international official agencies, and an-
other $60 billion though private organizations and NGOs. This money
is spent by a wide range and ever growing number of agencies in a large
number of increasingly diverse groups of countries, partly in grants and
partly through concessional loans. It addresses a wide range of goals,
programs, and projects both for short-term emergency or relief and for
longer-term development purposes.

International assistance was provided well before the post–World
War II period. In the nineteenth century various countries provided aid
for disaster relief abroad, and US and European governments provided
support to the Soviet Union in 1921. The International Labour Orga-
nization (ILO) showed concern with and provided support to the less
advantaged in distant lands. During the 1920s France and the UK pro-
vided assistance to their colonies; this aid was small in scale but did build
roots for policies after independence. During World War II the United
States provided a small amount of funding for technical assistance to
Latin American governments in order to ease the constraints of shrink-
ing markets and to strengthen its influence in the region.

Presently, we can distinguish four main groups of institutions among
the aid industry’s donors. The largest sum of money flows through bi-
lateral channels, programs between countries, administered by aid or
foreign affairs ministries, with large differences in orientation among
them. Multilateral aid is provided by UN agencies, such as the World
Health Organization, and the World Bank and the IMF. NGOs form
the third component of the aid industry, one that has grown rapidly
during the last few decades. The fourth and newest group of agencies is
the private philanthropic organizations, notably the Bill and Melinda
Gates Foundation.
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According to the DAC, ODA is

defined as those flows to countries . . . of the DAC List of
Aid Recipients (developing countries) and to multilateral in-
stitutions for flows to . . . aid recipients which are: i. pro-
vided by official agencies, including state and local govern-
ments, or by their executing agencies; and ii. each transaction
of which: a) is administered with the promotion of the eco-
nomic development and welfare of developing countries as
its main objective; and b) is concessional in character and
conveys a grant element of at least 25%.1

This book refers to ODA according to this specific definition. Aid from
private organizations and NGOs is not included in these figures. Also,
as Lancaster (2007, 10) emphasizes, this definition excludes the
concessional transfers to countries that are not low-income countries,
such as Russia and Israel, which are often very important in countries’
aid programs. Further, ODA is intended to promote economic develop-
ment and welfare and is provided on concessional financial terms, either
as grant or concessional loan (or a combination of the two). Technical
cooperation (also called technical assistance) is included within ODA,
and often forms a substantial part of it. The data also include funding
for both short-term emergency and longer-term development purposes.
Development, aid, and public policy are three different concepts, with
overlapping domains, as illustrated in Figure 2–1.

Development

Public policy Aid

Figure 2–1. Development, Public Policy, Aid
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Using the official DAC definition of ODA, it is clear that the com-
mitments made by the international community have not materialized.
As a percentage of GNI, aid decreased over the 1980s and 1990s, show-
ing an ever-widening gap between aid and the resources available in
OECD countries. In 2005 over $106 billion was provided in aid, show-
ing a sharp increase over the previous five years, but it was followed by
a decline of about 5 percent in 2006 and a further decline of 8 percent in
2007. Table 2–1 shows the trend in DAC donor countries’ aid volumes
since 1950.

This aid is provided for a wide range of purposes and through various
means. In 2005, as Table 2–2 shows, 70 percent of the aid was provided
as grants by bilateral organizations and about 30 percent by multilateral
institutions (including the European Commission [EC]). Debt forgive-
ness (relief) was the largest component; in fact, the 2005 aid level was

% of 
GNI 

1950—
59 

1960—
69 

1970—
79 

1980—
99 

1990—
99 

2000—
2007 2006 

Australia —   116  399  798 1,034 1 475  0.30  
Austria —   9  66  220  379  956  0.47  
Belgium  19   88  323  557  848 1 496  0.50  
Canada  34  120  730 1, 639 2, 156 2 659 0.29 
Denmark  2   18  205  600 1, 502 1,954  0.80  
Finland —  4  40  299  505  646 0.40
France  568   845 1,343 3,853 7,278 7,510  0.47  
Germany  63   436 1,542 3,670 6,664 7,806  0.36  
Greece —  — — —  73  337  0.17  
Ireland —  —  9  43  135  620 0.54
Italy  47   90  210 1,705 2,600 2,861  0.20  
Japan  67   226 1,229 5,250 11,176 10,308  0.25  
Luxembourg —  — —  10  69 219 0.89 
Netherlands  25   79  627 1,637 2,844 4,325  0.81  
New Zealand —   8  41  73  116  196  0.27  
Norway  3   13  184  680 1,236 2,252  0.89  
Portugal —  — —  30 244 424 0.21 
Spain — — —  223 1,293 2,702  0.32 
Sweden  5   44  487 1,100 1,881 2,781  1.02  
Switzerland  6   12  98  379  943 1,335  0.39  
United Kingdom  204  453  974 1,926 3,232 7,664 0.51 
United States 1,437 3,464 4,010 8,381 9,597 17,990 0.18 
TOTAL DAC 2,480  6,026 12,517 33,073 55,276 78,517  0.31 

US$ million, annual average over period

Table 2–1. Net ODA (US$ million)

Source: www.oecd.org/dac/stats
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unusually high because of large amounts of debt relief provided ($22
billion of $106 billion), especially to Nigeria and Iraq. Technical coop-
eration has consistently formed one-fifth to one-quarter of total aid,
and it has often been questioned whether this form of aid provides as
much benefit to recipient countries as other aid flows. Humanitarian
aid now forms about 8 percent of total aid, showing a significant in-
crease since 1990.

Thus, ODA is a combination of grants and loans. Grants come mostly
from bilateral channels, the UN, NGOs, and private charities. The pro-
portion of grants has been increasing and is currently almost 90 percent
of ODA. The World Bank, the IMF, and some of the UN programs
provide loans; although the loans are concessional (and thus have a grant
element), this form of aid has rather different implications in terms of
how donors organize themselves and how recipients perceive the aid
provided. Finally, some of the aid is provided in a combination of grants
and for example, some bilateral organizations provide so-called trust
funds to the World Bank with which they can provide support that
may not be feasible on a loan basis, and bilateral organizations have
provided grants in combination with World Bank loans for economic
adjustment loans as well as projects (Chapter 5 describes an example
of this).

Aid includes a wide variety of activities, as Table 2–3 shows. The largest
category, about 30 percent, is in the social sectors, but this includes fund-
ing for government reforms and civil society support. It is noteworthy
that basic health and education, despite major campaigns over the last
decades, continue to receive fairly small shares. The World Bank pro-
vides relatively large parts of total funding in these categories, particu-
larly education, as do government and civil society. Since the early 1990s
an increasing part of total ODA to these sectors has gone to the poorest
countries (IDA 2007). Debt relief for the DAC members was the second
largest category, but as mentioned, the year 2005 was exceptional in this
respect. By comparison, economic infrastructure and productive pur-
poses (notably, agriculture) received relatively small shares of funding,
particularly from DAC members. This relative neglect has come under
criticism (see Chapter 3). It is important to note that none of these pur-
poses is necessarily better for poverty reduction than the others; build-
ing roads can be as important as building hospitals, and addressing fi-
nancial management may be key for governments to provide services
relatively efficiently.

www.ebook3000.com

http://www.ebook3000.org


26 How the Aid Industry Works

Humanitarian aid forms about 10 percent of overall aid but has been
among the most visible aspects of the aid industry. Many of the well-
known NGOs like OXFAM arose out of a history of humanitarian assis-
tance. The category itself includes a wide range of aid agencies and a
very diverse set of activities responding to both natural and manmade
disasters. Whether humanitarian aid should be classified as develop-
ment aid is disputed. In this book we follow the common practice of
presenting it as an integral part. Because there is a continuum from
emergencies to development, aid plays an important and sometimes
unexpected role in conflicts,2 and agencies usually combine both sets of
aid activities.3

Table 2–3. ODA by Major Purpose, 2006

Notes: (a) Includes students and trainees. (b) Includes forgiveness of non-ODA debt.
Source: http://www.oecd.org/dataoecd/52/11/1893159.xls

Social and administrative infrastructure

Education
a

 of which: Basic education

Health

 of which: Basic health

Population & reproductive health 

Water supply and sanitation

Government and civil society

Other social infrastructure/service

Economic infrastructure

Transport and communications

Energy

Other

Production

Agriculture

Industry, mining, and construction

Trade and tourism

Multi-sector

Program assistance

Action relating to debt
b

Humanitarian aid

Administrative expenses

DAC

34.9

8.7

2.9

4.7

2.9

4.1

4.0

8.9

4.5

11.4

4.7

3.9

2.8

4.8

2.9

0.8

1.1

5.8

3.1

22.6

6.9

4.1

EC

42.8

5.4

1.8

4.3

3.1

1.0

6.7

22.0

3.3

15.3

10.3

4.9

0.1

14.4

3.5

6.8

4.1

12.3

7.9

 —

13.0

7.3

World Bank

30.6

5.0

2.2

6.8

5.1

1.9

6.2

7.9

2.8

28.4

17.0

9.6

1.8

6.6

6.0

0.6

 —

5.5

28.8

0.1

0.1

 —
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Rosalind Eyben in an introductory lecture at the Institute for Devel-
opment (IDS) in Sussex defines aid as a transfer of knowledge and ide-
ologies as well as financial resources. This transfer cannot easily be quan-
tified. It comes partly through development agencies’ development
research programs, which we briefly discuss in the next chapter, and, of
course, technical assistance. But equally important are the ideas and prac-
tices that are introduced through the conditionalities (the actions coun-
tries have to take before receiving aid), often hotly contested (see Chap-
ter 5).

Official aid is provided by perhaps forty bilateral agencies (of which
twenty-three are DAC members), twenty IFIs, and fifteen UN agen-
cies. The following describes the main principles of organization of this
enormous and ever-growing complex.

Bilateral Aid Agencies

The bilateral donors are defined by the funding that goes from national
governments, mostly but not only OECD countries, to partners in poorer
countries, both to government organizations and NGOs (as well as to
multilateral organizations). But that is where the commonalities end.
The way aid provision is organized, countries’ histories and perceptions
of international roles, the focus of aid and the sectors to which it is
provided, and partner countries all vary a great deal. The following is
only a selective description of this diversity, organized in groupings of
countries that have relatively dispersed provisions within their own gov-
ernment systems (as in the United States), and countries where the pro-
vision of aid is much more strongly managed within and coordinated by
one government agency (as in the UK and Canada), or as part of other
government ministries (Sweden, Netherlands).4 The categories used for
the description derive from donor countries’ predominant ideas, insti-
tutions, and interests (3 I’s), which are crucially important for how aid is
organized (Lancaster 2007, 18–22).

Multiple Aid Entities

Aid programs are carried out by multiple government entities in Ger-
many, Japan, France, the United States, and “newcomer” China. In the
case of Germany and Japan compensation for and reestablishing interna-
tional reputation after the war played important roles in the formation of
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28 How the Aid Industry Works

the aid program, along with economic motives such as the need to find
access to natural resources. In France the colonial past and the desire
for a continued global role have played central roles. The new aid
program in China—which used to be an important donor in the
1970s—is designed alongside its expanding international political role

Ideas

Institutions

Interests

Fragmented aid 
programs: the US

Tension 
liberalism–state 
as vehicle 
redistribution

Role of US as 
global leader 
Western alliance

Presidential 
system

Influence 
Congress

Political autonomy 
elements of 
government

Weak 
constituency 
within 
government

Aid lobby of 
NGOs

Ethnic/religious 
groups

Commercial: 
manufacture, 
agriculture, labor 

Aid program with-
in other ministries: 
the Netherlands

Social-democratic 
+ consensus ap-
proach

Coalition govern-
ments with sus-
tained support for 
aid

Central role “co- 
financing organi-
zations” (major 
Dutch NGOs)

Strong cross- 
government sup-
port

NGO co-financing 
structure

Business commun-
ity

Aid managed by 
own ministry: the 
UK

Since 1997 domi-
nance New La-
bour and “Third 
Way”

Parliamentary sys-
tem, since 1997 
strong cross-party 
support for aid

PM and Chancel-
lor influence ben-
efits aid

Cross-party sup-
port

Strong advocacy 
oriented NGOs

Business/consul-
tancy community

Table 2–4. Driving Forces of National (“Bilateral”) Aid Programs
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and commercial interests.5 In all cases agencies are accompanied by varied
and relatively diffuse international development objectives; in some cases
this makes it difficult to describe the nature or even the size of the aid
programs.

While the United States provides a relatively low share of its GNI to
international aid (0.18 percent in 2006), it is the world’s largest donor. It
was also the first donor in the modern era of international development
when it provided aid to Europe devastated by the war and to Asia in the
wake of the Chinese revolution and outbreak of the Korean War (both
the USSR and China soon started to provide aid to their allies). It also
pressed other countries to establish their aid programs (Lancaster 2007,
28–29). Moreover, the United States also is home to an increasing num-
ber of very large private donors. The US aid program is among the
most fragmented ones, with at least twenty institutions involved in aid
delivery in addition to USAID; recently there has been a push for a
clearer unified framework (Brainard 2007a).6

As described in detail by Carol Lancaster (2007), US aid is shaped by
conflicting trends in thinking in the United States, dating back to the
late eighteenth century: classical liberalism, which argues for a limita-
tion of the role of the state (which contributed to the Washington Con-
sensus), and ideas about the state needing to play a key role in redistri-
bution. For example, reflecting a preference, relative to European
traditions, for private over government-run support, private charities
provided more than three times the amount of aid provided by the US
government in response to the tsunami (Brainard 2007a, 20). Moreover,
the US aid program has been shaped by the way the United States has
perceived itself as a world power and leader of the non-communist world.
Thus, national security considerations have been a strong driver of the
aid program, increasingly so since 9/11. Involvement of the Pentagon
also has increased significantly. However, critiques have kept aid from
being used entirely for diplomatic purposes, and development has re-
mained a core component of the aid program—and contributed to im-
portant developments like the Green revolution—though never as domi-
nant as in some countries in Europe.

US political and administrative institutions have been influential in
shaping its aid program. Political power is relatively fragmented, and
the system adversarial. There are huge cultural differences between gov-
ernment officials and Capitol Hill staff. In its political system major
elements of government are politically autonomous. The influence of
private groups is large, and aid is often severely criticized. The bipolar
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and winner-take-all political system does not allow for smaller parties to
put aid issues on the agenda—though this does not explain why devel-
opment did not become a major issue during the Clinton administra-
tion. The executive and legislative branches of government both play a
role in shaping policies and deciding expenditure. Congress plays a very
important direct role in funding and implementation decisions, and it
imposes, in Andrew Natsios’s words, “hundreds of congressional direc-
tives and special budget measures,” called earmarks (quoted in Flickner
2007, 225).7 Because of the way US foreign aid has been managed, con-
cluded Alice Amsden, it “was like the hallucinogen called angel dust—it
felt good, but it had a lot of bad side effects” (2007, 71).8

As in other countries, there is an aid lobby in the United States. NGOs
promote the use of aid for relief, development, environment, family plan-
ning, and gender equality, and have varied backgrounds, like religious
organizations, universities, think tanks, and so forth. Commercial inter-
ests that influence aid include manufacturers, agricultural producers,
and labor. The use of food aid has been an important—and much criti-
cized—example of the commercial influences on aid. This has helped to
reduce the US food surplus, with active support from Congress and
from the NGOs that have been instrumental in delivering this aid
(Wahlberg 2008).9 Many have argued that while food aid may be impor-
tant in some emergency situations, it is not an effective use of aid in
normal situations.

While support for aid with developmental objectives is not absent in
the United States, other interests tend to have the upper hand; in coun-
tries with a single agency responsible for aid, development and poverty
reduction have more priority among objectives. The White House fre-
quently becomes directly engaged in aid initiatives. The State Depart-
ment has been the main driver of the diplomatic motives behind the aid
program both during the Cold War and now in the post 9/11 period.
Under President Bush and Secretary of State Condoleezza Rice “trans-
formational diplomacy” became a prime principle of US foreign policy,
influencing other countries’ approaches as well. Rice summed up the
increased interest as follows: “One of our best tools for supporting states
in building democratic institutions and strengthening civil society is our
foreign assistance. . . . One of the great advances of the past eight years
has been the creation of a bipartisan consensus for the more strategic
use of foreign assistance” (Rice 2008, 11). The Treasury provides money
to, and directly influences, the international institutions, with a strong
emphasis on fiscal responsibility. USAID is the “real” development
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agency, but it does not have cabinet-level status. As a result, as Carol
Lancaster notes: “I found while serving as deputy administrator of
USAID . . . that it was often difficult for USAID to get an invitation to
high-level interagency policy discussions—even at times when develop-
ment related issues were on the agenda” (2007, 101). Departments of
commerce and of agriculture have been promoting the use of aid for
commercial purposes but have had little influence.

In addition to initiatives on AIDS, like PEPFAR (President’s Emer-
gency Plan for AIDS Relief), which has a budget of $30 billion over five
years (Lancaster 2008, 22–29), the Millennium Challenge Account is an
example of an initiative with direct presidential support. A week before
the Monterrey conference, President Bush announced setting up this
account as a way to provide an additional $5 billion for international
development:

Countries that live by . . . three broad standards—ruling justly,
investing in their people, and encouraging economic free-
dom—will receive more aid from America. And, more im-
portantly, over time, they will really no longer need it, be-
cause nations with sound laws and policies will attract more
foreign investment. They will earn more trade revenues. And
they will find that all these sources of capital will be invested
more effectively and productively to create more jobs for their
people.10

The United States established the Millennium Challenge Corporation
(MCC) in early 2004, but disbursements have remained low; as of the
end of 2007 only $125 million was spent out of $4.8 billion committed
(Lancaster 2008, 21). According to Radelet (2007, 104), while the MCC’s
basic principles of providing aid to countries with the right policies and
under national ownership and participation are sound, it is too early to
tell how different and innovative this initiative is.

Aid Programs as Part of Foreign Affairs

Within the aid industry Nordic countries and the Netherlands are gen-
erally viewed as having progressive and relatively focused aid programs.
In these countries the departments for aid are implementing agencies
or merged into the ministries of foreign affairs. The aid agencies were
mostly set up in the 1950s and 1960s, starting in Norway, where an aid
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program was established in 1952 as a means to pacify the Labour Party’s
opposition to Norway joining NATO (Lancaster 2007, 30). Despite their
early political origins during the Cold War, strong support for aid pro-
grams exists in these countries, and they have consistently reached the
target of committing 0.7 percent of GNI to aid. Sweden even commit-
ted itself to a higher percentage.11

In these countries social democratic orientations exercise strong and
stable influences over the aid program. In the case of the Netherlands,
where the aid program also grew out of the colonial period, the tradi-
tion of coalition governments and a consensus style of policy formula-
tion, sustained involvement of Dutch NGOs and the business commu-
nity, and arguably a history of international political neutrality have
contributed to a relatively stable aid policy environment, avoiding the
swings experienced in the UK, for example. Dutch aid has strong min-
isterial and parliamentarian support, and policymakers believe in the
added value of a Dutch aid program, despite its relative small size. Indi-
vidual ministers have exercised great influence over the direction of the
Dutch aid program, notably Jan Pronk and Eveline Herfkens, both re-
sponding to international thinking and national constituencies, and, to
a lesser extent, Van Ardenne, who emphasized the role of the private
sector.

The Dutch aid program is merged within the Ministry of Foreign
Affairs, with an integrated administrative structure and personnel policy.
Although integrated, it maintains a clear development and poverty fo-
cus, through a two-headed structure with cabinet ministers for foreign
affairs and development cooperation. It is “viewed within the interna-
tional donor community as a front runner with regard to its ability to
adapt to new challenges and to test innovative operational approaches.
. . . The Netherlands has been a leading player in consistently promot-
ing poverty reduction” (DAC Peer Review 2006). It has remained among
the most generous donors. Its aid has been relatively well targeted to
low-income countries—even though attempts to focus aid on a smaller
number of countries do not appear to have been very successful. Like
Denmark and Sweden it has consistently interacted closely with multi-
lateral institutions, highlighted in moves toward sector approaches, debt
relief, and poverty reduction strategies.

The organization of Dutch aid reflects a national politics known as
verzuiling (pillarization), the traditional organization of public and politi-
cal life along religious and nonreligious backgrounds or pillars (Catholic,
Protestant, humanist, Social Democratic). The so-called co-financing
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organizations have had a central place in Dutch development coopera-
tion since 1964, receiving core funding, but during the 1990s they also
received increased criticism and attention to quality. Since 2003 six main
NGOs receive core funding based on proposals submitted, through
which 10 to 14 percent of Dutch aid is channeled; a separate window
exists for other, usually smaller Dutch NGOs. Although the percentage
of aid to NGOs is not larger than the average for OECD countries,
Dutch aid is perceived to have a strong emphasis on NGOs, and on
working with NGOs in recipient countries.

There has been continued strong public support for aid in the Neth-
erlands, though it has decreased slightly over the last ten years. How-
ever, as elsewhere, demands for results have increased. This contributed
to a pronounced emphasis, during the 1990s in particular, on the need
to improve the quality of aid (Schulpen 2005). First, in 1990 a white
paper set out a structured vision on poverty reduction, though it has
been argued that the operationalization of ideas was not strong. Second,
from 1993 onward Dutch policy started to emphasize “policy coher-
ence”: the importance of policies traditionally not part of aid programs
(such as the negative impact of the European Community Agricultural
Policy) but exercising great influence on poverty reduction, and hence
calling for collaboration among different government departments.12 A
third change was increased focus on sectoral budget support to over-
come the problem of project aid which had contributed to “islands of
development”—a theme that is central to subsequent chapters. Fourth,
in the mid-1990s responsibilities for implementation of the aid pro-
gram was devolved to embassies. Finally, and arguably reflecting Dutch
emphasis on consensus politics, the aid program appears to have a rela-
tively strong tradition of independent evaluation and review.13

This group of donors, the Nordic countries and the Netherlands,
often referred to as like-minded, shows relative stability, both in terms
of internal organization and in terms of public support—though nei-
ther is set in stone. Its embeddedness in foreign affairs has not stopped
it from being among the more progressive forces in the aid industry; in
fact, the provision of aid for “pure” development purposes in these small
countries is seen as an essential part of its foreign diplomacy.

Aid Programs as a Ministry

The UK and Canada—which now have aid ministries—demonstrate the
potential importance of political changes for donor programs. Different
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Canadian prime ministers had significant impact on aid. Jean Chrétien
reversed the decline in aid and prioritized Africa. Under Paul Martin,
the Canadian International Development Agency (CIDA) developed a
“whole-of-government” approach, integrating aid more closely with
foreign-policy objectives. Directions for Canadian aid have been rela-
tively unclear under Stephen Harper, though he has continued a focus
on Afghanistan.14

During the last decade the UK has been one of the leading agencies
in terms of both poverty orientation and as a driver of improving the
efficiency of aid, under the stewardship of Clare Short, with a seat in the
Cabinet, and with strong support from both the prime minister and the
chancellor. In ten years DFID saw three ministers (plus a fourth, briefly,
after the departure of Clare Short following a rift over the war in Iraq),
and a number of junior ministers. Its main focus, however, remained the
same, and DFID has gained a reputation as a trailblazer in international
development, having focused its development programs firmly on the
needs of the poorest countries.

As in France, the UK aid program grew out of its colonial history.
The provision of financial assistance became part of the late colonial
administrations. France provided aid to its colonies in the 1940s, and
Britain formulated the Colonial Development and Welfare Acts 1940
(replaced in 1945). Based on Fabian views of the state and optimism
about possible projects, Britain, for example, started a groundnut scheme
in Tanganyika and the Gambia egg scheme. Historical links and ap-
proaches continued to play an important role. For example, the forced
ujamaa villageization in Tanzania showed continuity with the British
colonial policy of pressing villageization on the rural Tanzanian poor.15

While currently a strong separate ministry, the organization of Brit-
ish aid has continuously changed. Britain established development cor-
porations for its colonies and elsewhere in 1947. In 1958 it decided to
extend aid to former colonies within the Commonwealth and to some
countries outside of it. In 1964 the incoming Labour government es-
tablished the Ministry of Overseas Development, but in 1967 it was
demoted out of the cabinet, and, in 1970, when the Conservative Party
was elected, it was incorporated into the Foreign Office. It became a
ministry again under the Labour government from 1974 to 1979, and
the percentage of aid increased to 0.51 percent of GNI, but commercial
and other motives exerted their influence. Under the Conservative gov-
ernment from 1979 to 1997 aid again became part of the Foreign Of-
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fice, and political, industrial, and commercial objectives obtained greater
and explicit weight.

When the Labour Party came into power in 1997, it established DFID,
and the aid budget started to increase immediately. The orientation of
aid also changed drastically, from a focus on promoting commercial and
political interest to reducing poverty in the poorest parts of the world. A
crucial part of the new orientation was the decision to “untie” aid; whereas
previously benefits to UK commercial interests were an integral part of
the aid provided, according to the white paper of 2000 and enshrined in
law in the International Development Act 2002, the purpose of aid was
prescribed as to further sustainable development, promote people’s wel-
fare, and contribute to the reduction of poverty. The department also has
adopted targets for the proportion of aid going to the poorest countries.

The change in orientation was accompanied by rapid—and contin-
ued—organizational change. DFID rapidly increased the number of
professional staff, an upward trend that only came to a halt after reduc-
tions in civil servants across the government were announced in 2002.
The number of overseas offices expanded significantly, from a handful
in the mid-1990s to over forty ten years later, accompanying a strong
emphasis on building partnership with developing countries. Not only
did the organization shift its concern to poverty reduction, but at the
same time it started to focus on measuring the results of its aid efforts.
Just as in all UK government departments, targets, ways of measuring
achievements, and reports proliferated. A strong policy drive was high-
lighted by the publication of three white papers within ten years—un-
usual for any government department. The first set out New Labour’s
aspirations for international development (including untying aid); the
second focused on the global economic environment, arguing for the
need for trade and other government policies to ensure development;
and the third highlighted the importance of governance in partner coun-
tries, reinforcing the attention paid to building partnerships.

The focus on showing the achievements of its aid program has been
accompanied by an explicit acknowledgment that DFID by itself cannot
achieve stated development goals. As with European donors like the
Netherlands and Sweden, DFID strongly emphasized the importance
of partnerships with recipient countries and the need for harmonization
among donors to reduce burdens on recipients (discussed in Chapter 6).
Moreover, DFID, through strong advocacy at international meetings, and
though a series of “institutional strategy papers” setting out publicly the
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aims of the UK government to initiate reforms and achieve specific tar-
gets, has been very vocal about its belief that the international system
needs reform. Finally, it has been very active in promoting collabora-
tion with other government departments, trying to ensure that foreign
and commercial policy objectives contribute to global poverty reduc-
tion. It now formally shares objectives with other departments, such as
foreign affairs and environment.

There are few—if any—who have not accepted the achievements of
DFID, in terms of its focus as well as its way of working. DFID greatly
benefited from a level of support since 1997 that was all but absent, for
example, under the Clinton administration in the United States—and
most people expect that the broad support will continue. Moreover, New
Labour’s emphasis on modernization of government—under the pres-
sure of strong anti-statist ideas in the UK—greatly benefited DFID in
efforts to show how aid can work. Finally, the UK has a strong and
issue-oriented civil society. Not only has public support for aid remained
strong, but it also has a number of well-equipped NGOs that have con-
tinued to engage critically with the official aid program. In addition, it
has probably the world’s strongest policy-research community, which
has supplied DFID with technical expertise and formed a critical voice,
promoting broad public debate.

The Limits of Bilateral Aid

The brief description above of some of the bilateral aid programs shows
that despite agreements over the objectives of aid, there have been sig-
nificant dissimilarities in how aid programs have been structured. The
way aid is provided shows clear traces of a country’s public policies and
respective history. Aid agencies are situated within governments in a
wide variety of ways, significantly affecting the focus, implementation,
and monitoring of aid programs. National pressures have influenced
and continue to influence aid greatly. For example, while aid has be-
come more important on the US political agenda over the last few years
before President Obama was elected, and many of the new policies are
in line with the international development consensus, this recent push
was also strongly and explicitly in line with perceived US foreign-policy
interests. Such influence continues to exist in other countries too. Some-
times aid agencies can shelter themselves from such pressures more ef-
fectively than in other cases, but the pressures never disappear and can
become stronger, for example, as a result of national elections.
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Because of the complexity of bilateral aid agencies, some observers
have argued that there is a need for more multilateral (and harmonized)
approaches. The channeling of aid through agencies that are indepen-
dent of national interests, pressures, and the reporting requirements of
national aid agencies would allow tighter focus on development pur-
poses. It is important to emphasize how strongly the provision of aid is
tied into national ideological, social, and political-administrative tradi-
tions. This chapter continues with a description of the existing multilat-
eral system as it evolved during the twentieth century.

International Financial Institutions

Like much of the aid industry, the origins of the international financial
institutions (IFIs)—a term that refers to the World Bank and the IMF,
also called the Bretton Woods institutions after the place in New Hamp-
shire where they were created—lay in World War II. At the Bretton
Woods conference, the forty-five governments soon to win the war dis-
cussed rebuilding Europe and the global economic system after the dev-
astating war and how to avoid a repetition of the disastrous economic
policies that had contributed to the Great Depression of the 1930s. The
British delegation led by Maynard Keynes proposed the IMF as a coop-
erative fund that member states could draw upon to maintain economic
activity and employment. But the US plan prevailed—an IMF like a
bank that would ensure borrowing states could repay their debts on time
and less concerned with avoiding recession and unemployment. The
IMF came to focus on fiscal stability, while the World Bank became
responsible for investment in development. Over the following six de-
cades there has been some overlap and shifting in this division (for ex-
ample, when the IMF asks the Bank to contribute to stabilization after
financial crises, such as in East Asia in 1997–98), but the basic difference
has remained.16

At present, the IMF is governed by and accountable to the govern-
ments of the 185 member countries and has about twenty-seven hun-
dred staff members from 165 countries. At the apex of its organizational
structure is its board of governors, which consists of one governor from
each member country. Governors meet once each year at the IMF–World
Bank Annual Meetings, and twenty-four of them sit on the International
Monetary and Finance Committee (IMFC), which meets twice each year.
The day-to-day work of the IMF is conducted by a twenty-four-member
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executive board guided by the IMFC and supported by the IMF’s pro-
fessional staff. The IMF’s resources are provided by its member coun-
tries, primarily through payment of quotas that broadly reflect each
country’s economic size. In 2006 total quotas amounted to $317 billion.

The IMF’s main responsibilities are to promote international mon-
etary cooperation, facilitate expansion of international trade, promote
exchange stability, assist in the establishment of a multilateral system of
payments, and provide resources available to members experiencing
balance of payments difficulties—all arguably essential conditions for
economic growth and poverty alleviation. It employs three instruments.
First, the IMF conducts appraisals of member countries’ economic situ-
ation, which most countries publish. Second, the IMF provides techni-
cal assistance and training to strengthen capacity in fiscal and monetary
policy, banking, financial, and statistical systems. Third, the IMF pro-
vides financial assistance during balance-of-payments problems. Such
support is conditional on a policy program designed and agreed upon
between the IMF and the national authorities.17 The loans have come to
be known as structural adjustment loans, because they aim to help bor-
rowing governments adjust their economies; as such, they have been
widely criticized (see Chapter 5). In the 1990s the IMF, working closely
with the World Bank, began to change its policymaking strategies to
incorporate poverty reduction policies in addition to creating economic
stability. Ten years later voices were raised to bring the IMF back to its
original mandate. Recently, an increasing number of countries, like
Thailand, Brazil, and Argentina, have been paying off their debt much
more quickly than expected. The 2008–9 economic crisis strengthened
calls to reform and again enhance the role of the IMF.

The World Bank’s initial focus was rebuilding postwar Europe, and
its first loan, $250 million, was to France in 1947 for postwar recon-
struction. This function was soon overtaken by the much larger Marshall
Plan, and the World Bank started to focus on developing countries. The
function of reconstruction was picked up as a main theme again only in
the 1990s, with the World Bank taking an active role in the postwar
Balkans. From the start its organizational structure has been unlike that
of other UN institutions. Founding governments have representatives
on the World Bank’s board, but voting power reflects countries’ finan-
cial contribution and thus the United States has dominated many of its
important decisions.18 Currently, the Bank has about ten thousand pro-
fessional staff, with capacity for development research that far outstrips
any university department or think tank.
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The World Bank is in fact a group of five associated institutions, of
which two are the most important for the discussion here. First, the
International Bank for Reconstruction and Development (IBRD) is the
oldest; it focuses on reduction of poverty in middle-income and “credit-
worthy” poor countries. It provides loans, guarantees, risk-management
products, and analysis and advice. IBRD borrows in capital markets at
low cost. It has a twenty-four-member board, with five appointed and
nineteen elected executive directors, jointly representing IBRD’s 184
member countries. During fiscal year 2006 it lent $14 billion for 112
new operations in thirty-three countries. IBRD has lent $420 billion
since its inception in 1944.

Second, the International Development Association (IDA) provides
financing to the world’s eighty-one poorest countries, which are unable
to borrow on market terms. The funding is highly concessional, through
interest-free credits and grants financed from donor countries’ contri-
butions—which are “replenished” every three years—and IBRD’s net
income transfers. The resources support, for example, country-led pov-
erty reduction strategies in key policy areas, including raising produc-
tivity, promoting accountable governance, increasing healthy investment
climates, and improving access to basic services. In 2006 the IDA pro-
vided $9.5 billion for 167 new operations in fifty-nine countries. Ac-
cording to the World Bank website, at the end of 2007 over $40 billion
became available for the period from 2008 to 2011.

The other three institutions are less directly relevant here, though
they are equally large. The third, the International Finance Corpora-
tion (IFC), established in 1956, is the private-sector investment entity
of the group, providing support to businesses deemed too risky by com-
mercial investors. It has 178 members, and according to its website, it
had fiscal commitments in 2006 of $6.7 billion for 284 projects in sixty-
six countries. The fourth, the Multilateral Investment Guarantee Agency
(MIGA), provides insurance for foreign direct investment in developing
countries, providing both guarantees against noncommercial risks and
advisory and mediating services. Established in 1988, MIGA currently
has 167 members, and, according to its website, in 2006 it issued guar-
antees worth $1.3 billion. Finally, the International Centre for Settle-
ment of Investment Disputes (ICSID) focuses on settlement of invest-
ment disputes between foreign investors and host states. According to
the World Bank website, ICSID has registered 210 cases since its foun-
dation in 1966, and it focuses on arbitration of investment disputes and
foreign investment law.
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The diversity of the World Bank’s roles is the result of a gradual broad-
ening of its mandate. After shifting attention from postwar reconstruc-
tion to development, it focused on infrastructure, particularly “sound”
projects that could be expected to generate financial returns; it operated
under the influence of economic models that emphasized accumulation
of physical capital. The additional focus on poor countries was formal-
ized with the creation of IDA in 1960—in the middle of the Cold War,
and a year after the Cuban revolution.

The public focus on poverty intensified under Robert McNamara,
who became the World Bank’s president in 1968, after leaving the US
Department of Defense during the Vietnam War. During his tenure the
World Bank started to pay more attention to the question of whether
economic growth did “trickle down” to poor people. McNamara cre-
ated a range of new specialized departments within the bank—for rural
and urban development, health and nutrition, education, and others—
in effect creating a group that overlapped the functions of the UN spe-
cialized agencies. According to many, the bank overextended itself and
its mandate (Mallaby 2005, 35–36), but over time the bank did build up
strong capacity in those diverse areas.

While the World Bank continued to see poverty reduction as its prime
mandate, the second oil crisis in 1979, following the Iranian revolution,
initiated a focus on “structural adjustment lending.” The rise in energy
prices hit many poor countries heavily, and McNamara announced that
countries would need to devalue their currencies to be able to reduce
trade imbalances and to cut public spending to be able to pay back the
loans, including those that countries had obtained easily in the preced-
ing period when petro-dollars were easily available. Structural adjust-
ment lending was conceived as a form of support to reformers, to give
them some breathing space during a period of adjustment, and led a
shift in development approaches from project approaches to program
approaches.

By most accounts, the 1980s—during the Reagan/Thatcher years—
was a relatively disastrous period for the World Bank, at least as far as its
reputation was concerned. In collaboration with the IMF, its policy pre-
scriptions for structural adjustment were broadened beyond the spheres
of exchange rates and government budgets, adding conditions based on
reducing trade barriers, free prices, and privatization. After McNamara,
the World Bank was headed by three presidents who did the image of
the Bank little good. During the 1980s increased criticisms were voiced
about the presumed deteriorating quality of World Bank projects. Until



The Aid Industry Defined 41

the mid-1990s, the World Bank did not respond to calls to address the
issues of debt relief. But it would be wrong to think poverty did not
feature at the World Bank, even during the years of adjustment; for
example, the bank developed high quality—though disputed—moni-
toring and poverty-analysis tools during the 1980s.

Following political changes in the United States and the UK, James
Wolfensohn arrived at the World Bank. He changed the institution
greatly, arguably rescuing it from the critiques to which it had been
subjected. Wolfensohn brought in a much more informal, personal, and
aggressive style of leadership intended to change the image of the bank
as an arrogant institution. Against resistance from many senior staff, he
accepted that the bank needed to address debt relief. This culminated in
the poverty reduction strategy approach. He improved relationships with
major international NGOs. He broke the internal taboo by talking about
corruption, particularly after his dissatisfaction with the World Bank’s
approach in Indonesia, strengthening a focus on governance (see Chap-
ter 5). He strengthened an emphasis on participation—on countries’
ownership of development and participation by beneficiaries of devel-
opment projects and policies (which came to be seen as crucial to suc-
cess of development projects). From the early 2000s pressure increased
to focus more on infrastructure and to listen more to the large borrow-
ers. Other changes brought about under Wolfensohn included greater
decentralization of country offices and much quicker quality assurance.
He tried hard to change the personnel system, introduced a matrix sys-
tem in which specialists simultaneously reported to technical bosses and
country directors, and brought in private-sector practices such as change
management.

No part of the aid industry has been under more criticism than the
World Bank and IMF. The protests developed momentum under the
weak World Bank leadership of the 1990s, but even under more popular
and stronger presidents the critiques continued. In his in-depth descrip-
tion of the World Bank under Wolfensohn, Sebastian Mallaby high-
lights the “alternating bouts of millenarianism and contempt” as well as
the “cacophony of our advanced countries” (2005, 7). The World Bank
often is criticized for failure to address global poverty (portrayed as sim-
ply needing $2.50 for bed-nets to save poor Africans) and at times (for
example, under the Ronald Reagan and George W. Bush administra-
tions) undermined by contempt for and ignorance of its larger shareholder,
the United States. It has been heavily criticized by international NGOs
for the poverty impact of structural adjustment and the environmental
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consequences of World Bank projects. In fact, international NGOs have
had a major impact on the World Bank, though it remains disputed
whether this changed the institution’s staff incentives and systems of
accountability. Recent World Bank approaches undertaken at least in
part in response to the external critique—such as the Comprehensive
Development Framework (CDF) and the PRSPs—also came under criti-
cism, and indeed the World Bank’s and IMF’s own evaluations were
openly critical as well.

The World Bank’s and IMF’s lending have continued to be ques-
tioned. Some (for example, the Meltzer Commission established by the
U.S. Congress in 1998) argue that the institutions should focus on pro-
viding support to the poorest countries and cease lending to middle-
income countries, and it is often argued that the World Bank should
shrink its range of activities. At the same time, an increasing number of
countries—usually not the poorest—have refused to borrow from the
World Bank: South Africa’s post-apartheid government refused to bor-
row money but became a donor itself; in 2007 a number of Latin Ameri-
can countries set up the Banco del Sur to access funding independently
from the World Bank and the IMF; and in Asian countries the need for
a regional monetary fund in response to the failure of the IMF to re-
spond adequately to the 1997 crisis has been discussed.

Multilaterals: The UN Specialized Agencies

The multilateral system of the United Nations is complex, so much so
that the coordination among UN agencies (“One UN”) has become a
key issue. Unlike the World Bank and IMF, UN decision making oper-
ates on a one-member one-vote principle. Its aid is usually provided as
grants, like most of the bilateral agencies. The UN is not an aid agency—
it is primarily a political organization, with the Security Council as one
of its main bodies—but it has a central role in the aid industry because
of its convening power and leaders who have frequently committed them-
selves to international development, such as the 1995 Copenhagen and
Millennium summits. The UN provides about 15 percent of total glo-
bal ODA. Its total budget is about $11 billion a year (excluding the World
Bank and the IMF), with the regular budget just over $1 billion in 2002,
and the budget for peacekeeping about $3 billion in the same year (Fasulo
2003, 115). The UN agencies usually do not come under the same kind
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of public criticism as the IFIs, though there are exceptions, but there
have been major concerns about their operational inefficiencies.19

The United Nations had its forerunner in the League of Nations,
established after World War I, which aimed “to promote international
cooperation and to achieve peace and security,” and in organizations
that are now UN specialized agencies, such as the ILO, which was cre-
ated under the Treaty of Versailles, and specialized unions. The name
United Nations was coined by US President Roosevelt, and the organi-
zation officially came into existence in 1945, after representatives of fifty
countries met in San Francisco to draw up the United Nations Charter
on the basis of proposals worked out by the representatives of China,
the Soviet Union, the United Kingdom, and the United States. The
image of the UN is very strongly determined by its secretary-general,20

and the organization was much strengthened under the leadership of
Kofi Annan, who served two terms between 1997 and 2006. Annan was
respected by most people who worked with him, with the notable ex-
ception of John Bolton, the (temporary) ambassador to the UN from
the United States during 2005 and 2006.21

A great deal of the work of the UN is carried out by and through its
numerous agencies and funds, each devoted to a particular aspect of
development. (This decentralization has led to relatively limited man-
agement power for the secretary-general.) There are about thirty UN
specialized agencies—plus a number of research institutes. As traditional
sources of funding have begun to dry up, UN agencies have started to
look for alternatives, including corporate sponsorship. Organizations
like the United Nations Children’s Fund (UNICEF) have a very good
record of raising private contributions.

The United Nations Development Programme (UNDP) was founded
in 1965 to coordinate UN work in more than 160 developing countries,
but in fact it often operates as a technical agency itself. According to a
historical study commissioned by UNDP (Murphy 2006) it has been
one of the main forces for democratic change across the globe.22 Its
annual budget is about $2 billion, of which $750 million is core contri-
butions (Fasulo 2003, 115). One of its most widely known contributions
has been its annual Human Development Report (HDR), starting in 1990,
created under the leadership of Pakistani economist Mahbub ul Haq.
This has provided major input to the international development debate
(described in the next chapter) helping to broaden the understanding of
development from a narrow perspective on economic growth. The

www.ebook3000.com

http://www.ebook3000.org


44 How the Aid Industry Works

Human Development Index, by which countries compare their achieve-
ments as they compare their gross domestic products, has become a part
of a global policy debate.

UN agencies may be best known for emergency operations,23 which
had increased in importance during the 1990s as the number of con-
flicts rose after the end of the Cold War; the establishment of the Inter-
national Criminal Court; and the adoption of the “responsibility to pro-
tect” norm. The Security Council organizes peacekeeping operations,
with a budget in 2006 of US$2.6 billion (Fasulo 2003, 53). The Office
of the United Nations High Commissioner for Refugees (UNHCR),
established in 1950, leads international action to resolve refugee prob-
lems, starting with support to refugees after World War II. It aims to
safeguard the rights and well-being of refugees and to help exercise the
right to seek asylum and find safe refuge. The UNHCR estimates that
since 1950 it has helped fifty million people restart their lives. Its budget
peaked in 1994 (US$1.4 billion) with refugee emergencies in former
Yugoslavia and the Great Lakes region of Africa and elsewhere—and is
currently just over US$1 billion. Its activities are almost entirely funded
by direct, voluntary contributions from governments, NGOs, and indi-
viduals. Today, over six thousand staff members in 111 countries assist
an estimated thirty million people.

Since the 1990s, and particularly after failures during the conflicts
and genocides in Bosnia and Rwanda, the UN has tried to step up its
efforts in peacekeeping. Under the inspiring leadership of Kofi Annan,
who accepted responsibility for the failures during the 1990s, a much
intensified and aggressive approach to conflicts emerged, for example,
in East Timor, involving all major stakeholders. In 2005 the UN Cen-
tral Emergency Response Fund (CERF) was established by the General
Assembly to “speed up relief operations for emergencies, make money
available quickly after a disaster and help in financing underfunded emer-
gencies.” The fund provided over $200 million in the first half of 2007,
through donors contributions, with allocations to eight UN agencies
and the International Organization for Migration (IOM), and humani-
tarian projects in thirty-five countries.

UNICEF is definitely also among the most visible UN agencies,
working in some 150 countries and perceived as an important partner
by many governments, with appeals for support during emergencies and
a large number of celebrities as goodwill ambassadors. While perhaps 40
percent of UNICEF’s work is in emergencies and humanitarian settings,
in general it focuses on development and social protection of children,
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basic education, and HIV/AIDS and children. It annually publishes its
State of the World’s Children Report, which describes progress on and chal-
lenges related to these issues. It has a strong advocacy focus, and bases
its advocacy for children primarily on the 1989 Convention on the Rights
of the Child.

The ILO is a central but unique part of the aid system. It predates the
UN and is a tripartite organization, bringing together representatives
of governments, employers, and workers in its executive bodies. It was
created in 1919, at the end of World War I, at the time of the Peace
Conference, and under the influence of industrialists Robert Owen and
Daniel Legrand. The United States became an ILO member in 1934,
and ILO’s current charter was adopted in the midst of the Second World
War.24

The initial motivation of the ILO was humanitarian, focusing on con-
ditions and exploitation of workers. Political and economic motivations
played a role too; it was feared that social unrest or even revolution
might occur (the Preamble notes that injustice produces “unrest so great
that the peace and harmony of the world are imperiled”). International
coordination was seen as essential to ensure countries that implemented
social reforms were not disadvantaged in regard to their competitors.
The ILO’s executive council is elected by the conference, one-half of
whose members are government representatives, one-fourth workers’
representatives, and one-fourth employers’ representatives. During the
1950s and 1960s the number of member states doubled, and industrial-
ized countries became a minority. At the same time the budget grew
fivefold. The ILO received the Nobel Peace Prize in 1969, but during
the early 1970s the organization was faced with politicization of the East-
West conflict, and the United States withdrew from the organization in
1977. The ILO supported the legitimacy of the Solidarnosc Union in
Poland. During the 1990s the ILO increased its role in international
councils on economic and social development while decentralizing ac-
tivities and resources.

The ILO supports technical cooperation projects in the fields of
employment and personnel planning, and labor-market information,
through long-term projects and short-term consultancies. Regional em-
ployment teams provide technical advisory services and training courses
in response to requests from countries. Technical missions for public-
works programs help governments define the scope of special public-works
programs, assessing technical feasibility as well as organizational and
staffing needs.
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One of the most widely known ILO technical programs has been the
World Employment Programme (WEP). Following a convention
adopted in 1964, and inaugurated in 1969, WEP was seen as the ILO’s
main contribution to the United Nations Second Development Decade.
The concept of freely chosen employment is an integral part of a basic
needs strategy (discussed further in Chapter 3). It encourages ways of
meeting the basic needs of the poor through advisory services, technical
cooperation, and research. ILO initiatives have focused on the so-called
informal sector through the Regional Employment Program for Latin
America and the Caribbean and the Jobs and Skills Program for Africa.
This included gathering data; training and technical cooperation; pro-
motion of income-generating projects for specific vulnerable groups;
apprenticeships and training for production; and case studies of regula-
tory barriers. In 1991 the ILO emphasized the working poor—the people
who work in jobs in the informal sector, on the fringes of the recognized
labor market. It proposed that governments set and meet targets of cre-
ating sufficient jobs, and since 2007 employment and decent work have
been included among the targets under MDG1.

The ILO’s International Programme on the Elimination of Child
Labour (IPEC) was created in 1992 with the goal of progressive elimi-
nation of child labor. The ILO tries to achieve this by strengthening
countries’ capacity to deal with the problem and by promoting a world-
wide movement to combat child labor. It operates in eighty-eight coun-
tries; in 2006 its expenditures on technical cooperation projects were
more than US$74 million. IPEC’s partners include employers’ organi-
zations, workers’ organizations, other international and government
agencies, private businesses, and a wide range of civil society organiza-
tions. (An example of the program in China is provided in Box 2–1).

WHO, the World Health Organization, is the UN specialized agency
for health. It was established on April 7, 1948, following advocacy by
three physicians (Szeming Sze of China, Karl Evang of Norway, and
Geraldo de Paula Souza of Brazil). It is governed by 193 member states
through the World Health Assembly. WHO provides programs in health
education, food, food safety, nutrition, safe water and basic sanitation,
and immunization. Previous action plans promoted breastfeeding, pro-
duction of foods to improve local diets, distribution of supplementary
foods, and health education. WHO’s global disease monitoring has been
credited with helping to contain the spread of diseases. When Severe
Acute Respiratory Syndrome (SARS) broke out in China in 2002, some
of the earliest alerts were provided by an automated system that uses
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electronic media including discussion groups, to identify signs of dis-
ease outbreaks that could lead to epidemics. A global network links 112
existing networks to monitor and respond to outbreaks of infectious
diseases, and WHO has a network of leading laboratories to identify the
cause of the disease and develop diagnostic tests.

The International Fund for Agricultural Development was established
in 1978 to “increase food production in the poorest food deficit coun-
tries.” IFAD finances agricultural development projects for food pro-
duction through a combination of loans and grants. IFAD has increas-
ingly prioritized poverty interventions, by targeting of funding to
remote and unirrigated areas and by concentration on microfinance

Box 2–1. ILO Project to Prevent Trafficking in Girls
and Young Women for Labour Exploitation

within China (CP-TING project)

As part of the IPEC program, and with DFID funding, CP-TING is
an ILO program in China (2004–9) that focuses on elimination of
labor exploitation of children and women and the trafficking in
girls and young women. It builds on China’s ratification of ILO
Convention 182 on the worst forms of child labor, including traf-
ficking, and the UN Convention on the Rights of the Child. The
project starts from the observation that while migration has helped
many people to escape poverty, it also poses risks to which some
people—particularly women and girls—are extremely vulnerable.
The ILO has worked with the All China Women’s Federation on a
range of practical activities to address these risks and to help pre-
pare vulnerable groups for the process of migration (rather than
to try to stop people from migrating). It operates in three sending
provinces (Anhui, Henan, Hunan) and two receiving provinces
(Guangdong, Jiangsu). The project developed information cam-
paigns, which have reached over one million women and girls. It
helped to establish a network of female employers that has made
a commitment to follow good labor practices. Women’s Homes
provide training and referral services. Further, the project aimed
at and has been successful in informing national policymaking,
for example, contributing to the drafting process of the National
Plan for Action on Anti-trafficking.
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for the landless and near landless. Its program in Orissa in eastern India
is an example of this approach, which evolved over the 1980s and 1990s.
The approach encountered substantial and perhaps surprising criticism
(see Box 2–2).

Box 2–2. IFAD Focus on the Poorest and Criticism

Southwestern Orissa is one of the most deprived regions of India,
with about two-thirds of the population living below the poverty
line. Fifty percent of the population belongs to so-called tribal
groups or adivasis. The area has been in the public debate in
India for decades, with prime ministers regularly visiting and an-
nouncing large programs with vast sums of money, which often
remain unspent. The extreme poverty and remoteness of the area
have been exploited by an insurgency group, the Naxalites, though
its presence is not as large as in neighboring states.

IFAD started working in this area in the mid 1980s, after Prime
Minster Rajiv Gandhi made a widely publicized visit to Kashipur,
an area that more than any other symbolizes deep poverty. The
Orissa Tribal Development Project (OTDP), the first of its kind
financed by IFAD in India, with a value of over US$20 million,
aimed to improve the livelihoods of tribal people. It was followed
by the Orissa Tribal Empowerment and Livelihoods Programme
(total value of US$90 million, including co-financing of DFID and
WFP). While the first program had a strong emphasis on physical
infrastructure and technologies—as IFAD’s own evaluation
stressed—the second program focused much more on building
the capacity of poor people and their institutions and on enabling
vulnerable groups, particularly women, to manage their own de-
velopment. Key objectives of the program were to provide access
to and management of natural resources, to improve access to
financial services and markets, and to develop non-farm enter-
prises. The program was multifaceted, including employment,
microfinance services, investments in agriculture, and funds for
creating community infrastructure.

Criticisms of the programs have been wide ranging. It is often
asserted—for example, through active electronic networks—that

Continued on page 49
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decades of development projects and millions of dollars in gov-
ernment and aid money have made no difference to the area,
which continues to suffer from deep poverty, health epidemics,
and perennial starvation deaths (caused by poor people eating
rotten food during the hungry season, for example). The develop-
ment programs also have been criticized for introducing com-
mercial activities like coffee plantations and sericulture (silk
farming), thus threatening traditional livelihoods of the adivasis
and benefiting traders, consolidating the power of moneylenders,
and introducing dependency through the practice and expecta-
tions of government handouts. It is often claimed that much money
has been misappropriated by project staff and partners, including
NGOs, and several cases of misappropriation have been proven.
Finally, it has been asserted that planting eucalyptus benefited pa-
per mills more than the local population, and the creation of infra-
structure in the area benefited large companies such as aluminum
plants and other forms of mining. Indeed, exploitation of natural
resource in the area has and continues to be resisted by local people.
Sources: www.ifad.org website (for OTDP and OTELP). For examples of
criticism, see Tordella 2003; Das 2003; www.ainfos.ca; www.sabrang.com.

NGOs

The world of NGOs and civil society organizations is vast. In 1989 four
thousand organizations existed in OECD countries alone devoted to
international development (Desai 2002, 495). In Kenya, over five hun-
dred development NGOs were operating in the late 1990s, of which 40
percent were foreign (Manji and O’Coill 2002).

The term NGO is applied to a range of institutions, including the
charities in OECD countries (see Box 2–3), similar organizations in the
South (like OXFAM India or OXFAM Hong Kong), small self-help and
other organizations that often operate in one locality in very poor areas,
and large organizations like the Grameen Bank in Bangladesh, which
provides credit to large numbers of poor households. Development-
focused NGOs are a significant part of the aid industry; on average,
about 15 percent of aid flows are spent through nongovernmental chan-
nels, with, for example, the United States having a high proportion of
total aid flowing through its NGOs.
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Box 2–3. OXFAM UK and Elsewhere—From Relief
to Development to Advocacy

Oxfam is one of the most widely known NGOs. Oxfam UK’s
network of shops selling donated items and handcrafts from over-
seas, run by twenty thousand volunteers, has given it its brand
name and provided a main source of income since the late 1960s.
Like many UN agencies, its origin lies in the Second World War.
In 1942 the Famine Relief Committee tried to persuade the Brit-
ish government to allow supplies through the blockade, and it
raised funds for war refugees and displaced people. The Oxford
Committee for Famine Relief, consisting of businessmen, church,
and university representatives, met for the first time in October
1942. After the war the Oxford Committee continued and broad-
ened its focus: first, to relief of suffering in wars by providing
food, clothing, and grants, and to “other causes in any part of the
world.” It changed it name to Oxfam in 1965. In India, Oxfam
GB set up a registered society in 1978, which in the mid 1990s
changed its status to the independent agency SVARAJ.

Oxfam Director Howard Leslie Kirkley was chairman of the
UK Publicity Committee for the UN World Refugee Year in 1959–
60, which gave Oxfam high visibility. During the 1960s Oxfam’s
income expanded, reflecting increased attention to poverty world-
wide. Oxfam profiled itself as presenting a different picture of
poverty—poor people not as passive victims but human beings
with dignity—and education and informational materials focused
on causes of poverty and suffering. Oxfam’s overseas operations,
increasingly managed by field directors and focused on employ-
ing local people, supported self-help schemes in water supplies,
farming practices, and health. Relief work in the Sahel in the late
1970s stressed traditional ways in which communities survived
and tried to ensure that local people kept control of the schemes
in which they were involved. During the 1970s Oxfam started to
focus on advocacy and to lobby at the global level, providing
research on and analysis of the causes of poverty in relation to
pesticides, food aid and aid more generally, and third-world debt.
Sources: www.oxfam.org.uk; www.svaraj.in; www.oxfamblogs.org.
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Charitable activities were significant during colonial rule. NGOs,
often working in close collaboration with bilateral or multilateral orga-
nizations, came to play an increasingly important role in formulation
and development policy in the 1950s. There is a strong view among the
current official aid agencies that nongovernmental partners have a key
role to play in implementation of aid programs, because they have local
knowledge and capacity. They are critical during emergencies, when
official aid channels often cannot reach the populations affected.

NGOs became more popular as the critique of governments in de-
veloping countries increased and a neo-liberal paradigm was becoming
stronger. Over time, the advocacy role of NGOs has become stronger,
supported by electronic media, expanding into a new transnational civil
society (Batliwala and Brown 2006). In the South this has entailed advo-
cacy for rights as well as piloting new approaches. NGOs have increas-
ingly moved into the monitoring of government policy. African NGOs,
for example, developed a toolkit for monitoring policies (CAFOD, Chris-
tian Aid, Trócaire undated) in the area of gender. Box 2–4 illustrates an
example from Cambodia in the area of the environment.

Box 2–4. Civil Society Monitoring of Environment
in Cambodia

A proposed $470 million aid package in Cambodia in 1999 in-
cluded a condition that there should be independent monitoring
of log processing and export. The need for independent monitor-
ing was identified at a donor meeting in order to ensure Cambo-
dia government compliance with promised forestry reforms. IMF
and World Bank support became conditional on the signing of
the deal. With donor funding, the British environmental and hu-
man rights group Global Witness became the official indepen-
dent monitor of Cambodia’s forestry sector. The independent
monitoring role complemented the new Forest Crime Monitoring
Unit and inspection teams from the Forestry Department and the
Ministry of Environment, both of whom receive donor funds to
support monitoring. The government terminated Global Witness’s
activities in 2003 and banned members of the organization from
entering the country in 2005.
Source: www.globalwitness.org.
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In the North, NGOs play a key role in the development debate. They
are influential in large organizations like the World Bank, particularly
during the tenure of Wolfensohn, who cultivated relationships with a
vocal NGO community. Influential issue-focused advocacy efforts by
many NGOS include the Make Poverty History campaign, the Jubilee
Debt Campaign, and Jubilee South (see Box 2–5). Since 1999 Jubilee
South has built up a network of social and political organizations to
strengthen continued advocacy for debt relief, illustrating a new dimen-
sion of globalization and the aid industry. It claims about eighty-five
members in forty countries. According to its website “Jubilee South as-
serts that we—the peoples of the South—are the real creditors of a mas-
sive ecological, moral, social, financial, and historical debt.” In its view
this debt has been “imposed on us by the IMF, the World Bank, other
international financial institutions (IFIs) and Northern governments to
further their own profit and interests.”

Box 2–5. The Jubilee Debt Campaign and Its Impact on IFIs

Since the mid 1990s the Debt Crisis Network has organized meet-
ings on debt with African leaders, aid agencies, unions, and
churches, raising the profile of the indebtedness of poor coun-
tries and the impact this has had on poor people. The pressure
contributed to the heavily indebted poor countries’ scheme
launched by the World Bank and the IMF in 1996. This initiative
was widely criticized for providing too little relief too late, and an
international debt campaign continued to grow.

In Britain in October 1997 the Debt Crisis Network transformed
itself into the Jubilee 2000 Coalition. A broad-based campaign
crystalized and began to mobilize under this banner, including
black refugee groups, trade unions, and organizations like the
Mothers Union and the British Medical Association. Well-estab-
lished NGOs like Christian Aid, CAFOD, WDM, and TearFund
campaigned strongly in support of the Jubilee 2000 campaign.
Churches organized Jubilee 2000 meetings, petitions were dis-
tributed, and people chained themselves to railings, resulting in
one of the largest demonstrations ever organized in the UK.
Source: www.jubileedebtcampaign.org.uk.
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Another example of the importance of NGOs is their influence on
large development projects. The World Bank, responding to NGO criti-
cism, has carefully assessed dam projects, withdrawn some large and
controversial projects, and developed detailed environmental and social
guidelines (safeguards) in project preparation. In India influential groups
have vigorously opposed large projects like the Narmada dam and the
influence of the World Bank in the country’s policymaking. In Septem-
ber 2007, at JNU in Delhi, a group of organizations organized a People’s
Tribunal on the Impact of the World Bank Group in India, which high-
lighted that “local groups have been opposed to the often-disastrous
intervention of multilateral agencies in India’s economy and develop-
ment. Specifically, the retrogressive impact . . . is being felt throughout
the country by almost all marginal and impoverished sections of soci-
ety” (worldbanktribunal.org website). International NGOs also have
played an important role in the discussion on economic adjustment, and
particularly the importance of social spending for poverty reduction.

While NGOs, which tend to be close to beneficiaries and able to
reach poor people effectively, have been commended for the role they
play within the aid industry, they also come under regular criticism. As
Box 2–6 shows, relationships between governments and NGOs are not
always collaborative.25 Their impact tends to remain limited, and smaller
organizations tend to lack professional capacity. NGOs are not repre-
sentative of beneficiary groups. They are outsider organization working
for deprived groups, but they are not membership-based organizations
of the poor, as is the Self-Employed Women’s Association (SEWA) in
India (Chen et al. 2007). As with government organizations involved in
the aid industry, NGOs too are scrutinized for their use of money, and
coordinating bodies such as GiveIndia have emerged that help the pub-
lic evaluate the credibility of NGOs.

It is sometimes argued that NGOs working in the South are an in-
vention of the aid industry. The number, for example, of NGOs has
increased very rapidly in Vietnam since the late 1980s; in 2003 interna-
tional NGOs disbursed $90 million per year. But partly because of its
communist history, the country does not have a concept that resembles
NGOs or civil society, and the introduction of these terms resulted in
misunderstandings and disputes (Salemink 2006).

Some argue even more critically that the work of NGOs, particularly
as it is associated with the neo-liberal development model, “contributes
marginally to the relief of poverty, but significantly to undermining the
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struggle of African people to emancipate themselves from economic,
social and political oppression” (Manji and O’Coill 2002, 2).

With their great diversity and differing views, NGOs are an impor-
tant part of the aid industry. They often form the face of the industry,
have increasingly been part of dialogues about the shape of the industry,
and are more visible than their share in total aid flows—15 percent—
would suggest.

Private Foundations

More recently, the aid industry has expanded enormously through the
entrance of private foundations, which have typically focused on spe-
cific international health and other social-sector issues. At one end of
the spectrum is the incidental support, which is now large scale; ex-
amples include responses to large disasters like the tsunami or the Gujarat
and Sichuan earthquakes, which generated huge support among diaspora

Box 2–6. NGOs and Governments as Adversaries

The example from the development project in Orissa highlighted
that the different players in the aid industry are often competitors
rather than collaborators, and that their views on development
can be radically different. Agragamee, an organization set up in
the early 1980s, is devoted to supporting tribal communities in
poorest parts of India. It has been heavily involved in and often
praised for programs that reach the poorest (such as watershed
projects) and supporting grassroots organizations. The organiza-
tion resisted the exploitation of minerals by large companies, ar-
guing that this would loot the tribal areas of Orissa. It withdrew
from the collaboration in the IFAD project described in Box 2–2
because it believed that the voices of project beneficiaries were
not given sufficient attention. The government revoked
Agragamee’s license in 1998 after a violent incident between vil-
lagers and companies (the nature of which remains disputed).
While the organization’s license was restored the next year, for
government officials the organization and the incident continue
to illustrate that NGOs can be “anti-developmental.”
Source: www.agragamee.org.
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communities, private companies (particularly in China), and individual
support worldwide. For instance, according to reports on the Internet,
Dr. Kumar Bahuleyan, a dalit or untouchable from Kerala who made
millions as a neurosurgeon in Buffalo, New York, in 2007 donated $20
million to his native village to establish a neurosurgery hospital, health
clinic, and spa. Hindu Aid coordinates efforts of Hindu organizations in
the UK engaged in development work, with a task force to respond to
natural disasters like the tsunami, during which it helped to bring to-
gether offers of support from the South Asian community in the UK.
And the initiative set up by Mo Ibrahim, a Sudan-born businessman,
aims to contribute to better governance, for example, by awarding a
prize to good leaders when they step down.

The biggest change to the aid industry has come from the large foun-
dations, often US-based. The United States, which provides a relatively
low percentage of its national income to aid, provides by far the largest
sums of private money. In 2006 total US donations reached $295 bil-
lion—about the gross domestic product of Poland, or an average $2,000
per US household—though only a relatively small proportion of this is
for poverty or development purposes, either at home or abroad.26 For a
long time the Rockefeller and Ford foundations have made significant
contributions to international development. During the 1980s phar-
maceutical companies started to donate drugs to eliminate particular
diseases; this developed into successful collaboration among a range of
agencies, as Box 2–7 describes.

More recently, the Bill and Melinda Gates Foundation has become
particularly important, with resources far outstripping the annual bud-
get of many of the traditional agencies. In 2004 the Gates Foundation
provided 134 grants for international causes, worth US$1.2 billion. The
Ford Foundation was the second-largest foundation in terms of grants—
on average much smaller—worth US$258 million (Kharas 2007). In an
even more recent development, the Bill and Melinda Gates Foundation
moved into the agricultural sector in 2007, launching (with the
Rockefeller Foundation) the $150 million Alliance for a Green Revolu-
tion in Africa.

While Bill Clinton did not make international development a key
element of his US presidency, he started the Clinton Foundation and the
high-profile Clinton Global Initiative (CGI), following the example of
previous US presidents since Jimmy Carter. Like a private not-for-profit
UN, CGI brings together global leaders, former heads of state, business
executives, scholars, and representatives of NGOs to work together for a
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Box 2–7. Medical Companies Contribute to Health

In October 1987 Merck announced it would donate the human
formulation of its big-selling veterinary antiworm medicine,
ivermectin (brand name Mectizan), intended to combat river blind-
ness (onchocerciasis). Over 100 million treatments were made
possible in the next decade or so. In 1998, nearly 25 million people
were treated in thirty-one countries in Africa, Latin America, and
the Middle East. This successful program has been emulated by a
number of other drug companies. In 1996 the British drug com-
pany Glaxo Wellcome started donating its antimalaria drug.
SmithKline Beecham (with WHO) launched its albendazole pro-
gram in 1998, with the ambitious twenty-year goal of elimination
of a parasitic disease (lymphatic filariasis) that can lead to disfig-
uring elephantiasis and serious male genital damage. In the same
year Pfizer announced it would donate its best-selling antibiotic,
Zithromax, as part of a large, integrated, five-country effort to con-
trol trachoma, a disease that can lead to blindness and that typi-
cally affects the poor.

These initiatives have also been criticized. Companies have
been accused of using these programs as public-relations exer-
cises, possibly even undermining the case for free trade in drugs.
Some argue that the programs are not easy to administer, particu-
larly in poor countries, and that these initiatives may be advanced
at the cost of other important programs (for example, meningitis
and yellow fever control). But it is generally accepted that the
initiatives have saved millions of people from crippling diseases.
Source: Peter Wehrwein, “Pharmacophilanthropy,” Harvard Public Health
Review. Available online.

common cause.27 The Clinton initiatives focus on education, energy and
climate change, global health (for example, contributing to cutting the
price of anti-retroviral drugs for poor AIDS victims), and poverty alle-
viation. Members have made over six hundred commitments since CGI’s
launch in 2005, with $9.15 billion committed in 2006. Like the Gates’
efforts, Clinton’s organization shows a strong business approach to phi-
lanthropy.
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The Recipients—How Is Aid Allocated?

If aid donors are diverse, recipients are even more so. Europe was the
main recipient of the first large aid program after World War II. Before
that war, and continuing through independence, relatively small sums
were provided to the colonies of European powers.

Currently, depending in part on how aid is defined, large numbers of
countries receive aid. An overview of the amounts each country receives
shows enormous diversity. Even the Netherlands’ aid program, despite
attempts to concentrate efforts, in 2004–2005 provided aid to thirty-six
focal partner countries, but Dutch funding can be found in no fewer
than 125 countries. All poor countries receive some form of aid or an-
other, including the countries that themselves provide aid, like China
and India. Recipients of large amounts of aid include Iraq, Afghanistan,
and the DRC—all countries in or emerging from conflict. With broader
definitions of aid, many middle income countries are included. A fairly
large number of countries have graduated from low-income status (or,
like China, will do so soon) and will no longer be eligible for aid. In
some recipient countries aid forms a tiny fraction of public financial
resources; in many countries in Africa aid can make up more than 20
percent of public finance.

Data from the OECD DAC show that aid is relatively well targeted:
one-third of total bilateral donor resources go to countries classified as
least developed, and another one-third to other low-income countries.
There has been an increase in the proportion of aid that goes to Sub-
Saharan Africa, from about 20 percent in the 1960s to over one-third of
total ODA today (IDA 2007). The OECD DAC figures presented in
Table 2–5 show that the largest recipients in Africa in 2007 were Sudan,
Cameroon, the DRC, Zambia, Ethiopia, and Nigeria (which received a
large amount of debt relief). Countries in conflict, notably Iraq, Afghani-
stan, and the Palestinian areas, receive large amounts of aid. Central
and South Asia receive about 15 percent of total aid. India receives very
little aid per capita, even less than China.

Donors’ choices of aid recipients and the flow of money are the result
of several factors. First, colonial history has played an important role,
explaining, for example, the importance of British aid in India, French
aid in Francophone Africa, and Dutch aid in Indonesia (the Indonesian
government suspended Dutch aid in 1992).

Second, political and strategic considerations that were central to aid
relations during the Cold War continue to influence the directions of
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aid: the increase of aid to middle-income countries during the 1990s;
the scale of aid provided to Turkey, Israel, Pakistan, and more recently
Afghanistan and Iraq; and the fact that donor countries tend to provide
more aid to recipients that support them in votes in the UN.

Third, recipient countries’ needs are important, both in terms of eco-
nomics and levels of poverty. Aid to many countries is not as high as
popular opinion might think, often $50–$100 per capita (though these
are significant amounts in countries where the average per capita in-
come is $500–$1000). Aid is fairly well targeted to the poorest coun-
tries, though much improvement still can be made.28

Fourth, aid flows partly follow policy performance, that is, the extent
to which recipients’ policies are in line with certain political and institu-
tional conditions. Countries with democratic structures, for example,
receive more aid from DAC donors, and economic policy improvements
are important in decisions particularly to provide program aid.

Fifth, donors over time have developed categorizations of aid recipi-
ents, emphasizing that many poor countries do not have the institu-
tional capacity for development and receiving large sums of money.
Countries categorized as, for example, fragile states, are assumed to need
aid instruments and decisions on sums of money that are radically dif-
ferent from those relating to more stable poor countries.

Sixth, large low-income countries such as China and India form a spe-
cial category. They receive relatively little aid, at least measured on a per
capita basis, but they have had great economic and poverty-reduction suc-
cess despite this. Very little aid goes to the large number of poor people in
both countries—estimated even now to be around 130 million in China
and 250 million in India—but both countries have relatively good fiscal
positions (particularly China) to address their problems with poverty.

The aid industry’s recipients are inevitably diverse, probably increas-
ingly so; motives for supporting countries vary; and donor responses
have become increasingly differentiated. Recipients represent a range
between aid-dependent countries and those that receive very little aid
and indeed are rapidly becoming donors themselves (Maxwell 2006). It
is thus important to understand the working of the aid industry in the
specific context of countries.

Conclusion

The world of aid is tremendously diverse in terms of backgrounds, mo-
tivations, ways of operating, and how these have evolved over time. As
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Jan Cedergren, the chair of the DAC Working Party on Aid Effective-
ness, puts it:

A layperson observing today’s aid industry might be under-
standably baffled by the sheer number of aid actors, funds
and programmes. The last time the OECD counted, there
were more than 200 bilateral and multilateral organisations
channelling official development assistance. Many develop-
ing countries may have more than 40 donors financing more
than 600 active projects, and may still not be on track to
achieve the Millennium Development Goals. (Cedergren
2007)

Historical differences provide a partial explanation for different opin-
ions about whether aid works. But the aid industry is even more com-
plex than that, because of the diverging and rapidly changing paradigms
that underpin these differences, at least partly (see Chapter 3). Donor
approaches change rapidly, and many agencies appear to be in a con-
stant state of internal reform and restructuring. Many agencies con-
tinue to have a wide and often expanding range of involvement. The
World Bank, for example, has increasingly included work on health and
education and has become one of the largest funders of research on
poverty, while it continues to be heavily involved in large infrastructure
projects, in supporting adjusting economies, and in undertaking a large
number of projects with other funders often combining loans and grants.
And the number of agencies continues to increase, each bringing in its
own background, objectives, and approaches.

Further Readings

Most major international organizations and NGOs provide information on
their websites. For bilateral donors, many country histories exist.

Degnbol-Martinussen and Engberg-Pedersen (2005), Aid: Understanding
International Development Cooperation, provides a textbook introduc-
tion.

Lancaster (2007), Foreign Aid: Diplomacy, Development, Domestic Politics, pro-
vides a very useful comparison of aid programs in the United States,
Japan, France, Germany, and Denmark.
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The edited book by Paul Hoebink and Olav Stokke, Perspectives on Euro-
pean Development Co-operation (2005), includes chapters on the main
characteristics of sixteen European donors.

Among the many books and critiques of the World Bank, I recommend
Sebastian Mallaby’s The World’s Banker, which focuses particularly on
the years of Jim Wolfensohn’s presidency; and Steve Berkman, The
World Bank and the Gods of Lending, which argues that the World Bank’s
inward-focused bureaucracy is unable to address mismanagement. A
good paper on NGO engagement with the World Bank is Ebrahim
and Herz (2007), “Accountability in Complex Organizations.”

Helleiner and Momani (2007), “Slipping into Obscurity?” gives a good
overview of challenges for, pressures on, and reform proposals for the
IMF.

Linda Fasulo (2003), An Insider’s Guide to the UN, provides an overview
from a US perspective of the wide range of responsibilities of the
United Nations and its internal workings.

A good introduction to the civil society organizations in a sense broader
than development-focused NGOs is Batliwala and Brown (2006),
Transnational Civil Society: An Introduction (2006).

Official definitions of aid can be found in the “Glossary” section of the
www.oecd.org website.
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3

The Evolution in Thinking
about Aid and International
Development

The field of international development is marked by very rapid changes
and trends—indeed, it is often argued that it suffers from fads and is rife
with “buzzwords” (Cornwall 2007). Some of these changes have been
driven by political considerations of donors, sometimes short term, some-
times long term. In the context of the Cold War, practical alliance to
one of the two camps was often much more important than theoretical
differences over development models. Sometimes changes have been
the result of more technical considerations; for example, during the 1990s
many started to argue that international development had neglected the
“productive” sectors of agriculture and infrastructure. And over the de-
cades since the 1960s the areas of engagement of international develop-
ment have expanded, engaging at political levels as well as central ad-
ministrations, and with organized civil society and NGOs as well as
directly with households and individuals (Degnbol-Martinussen and
Engberg-Pedersen 2005, 39–44).

Different approaches to aid also have been the outcome of radically
different views, theories, and thinking. This chapter discusses the main
approaches in international development, organized chronologically
mainly since the end of World War II. While these provide a good over-
view of the main issues as they evolved over the last six decades, it is
important to keep in mind that such periodization—like any categoriza-
tion—implies significant simplifications. While certain approaches can
be characterized as dominant throughout these periods, different views
continued to exist, apparently diverging movements appeared on the
scene, and—as highlighted in the previous chapter—different donors
often held radically different ideas.
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The Study of Aid and International Development

International development and aid have been studied from different in-
stitutional positions. A number of think tanks—mostly in the North—
have contributed directly to the management of the aid industry (such
as the Overseas Development Institute [ODI] in the UK) or to monitor
aid practices (such as the CGD in Washington DC). Others position
themselves more remotely from the aid business, studying development
processes more broadly, and are often very critical of aid practices (such
as the IDS in the UK and the North-South Institute in Canada). Re-
search on development and aid also takes place at institutes that focus
on training professionals, such as the Institute of Social Studies in the
Netherlands and a range of institutions focusing on development prac-
tices. While aid is examined closely in development studies, develop-
ment studies looks at issues that are much broader than the aid industry
itself.

Aid itself has been studied from varying theoretical angles (Lancaster
2007, 3–4). Realist perspectives highlight the role of foreign aid as an
instrument of political power. Marxist or “dependency” scholars see aid
as an instrument to maintain positions of control in world capitalism.
Scholars in a liberal tradition emphasize aid as a reflection of collabora-
tion between states. A “constructivist” lens and social-democratic theo-
ries emphasize that foreign aid is an expression of norms and ideas in-
tended to assist in the improvement of quality of life, while
“deconstructivist” approaches focus on aid practices as discourse and
ways of exerting power. Much of the literature cited in this book has a
strong emphasis on the management of aid; this literature has been criti-
cized by authors that emphasize the importance of personal relation-
ships in aid (Eyben 2008).

As Lancaster notes, none of these theories adequately explains the
complexities of aid. Its principles almost always reflect a combination of
motives. Aid practices tend to take their own dynamics, as all policies
tend to do, through the institutions responsible for their implementa-
tion. Further, the interaction of development analysts or students with
practitioners is not straightforward. In fact, the industry continues to
struggle with the question of how research influences policymaking, while
it is equally possible that policy influences research, particularly when
much of the development research is directly funded by the aid industry
itself.
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For many European countries the aid industry had its origins in the
colonial period, and early development projects were set up by colonial
administrations. Academic research informed the colonial administra-
tion: schools of Oriental or African studies trained colonial officers, and
anthropologist helped to educate administrations about local popula-
tions. There has been much continuity between the colonial and post-
colonial periods. For example, economic theories that emphasized du-
alism between modern and tradition sectors were first articulated during
the colonial period—by the Dutch economist Boeke, for instance, with
reference to Indonesia. Moreover, as Kothari (2006) has pointed out,
there was a fair amount of continuity in terms of personnel through
former colonial officers who stayed on after independence to work in
universities, government departments, and the new aid industry.

Academic approaches to aid in the two decades after World War II
were dominated by economic theories, of modernization in particular as
described below. From the late 1960s, particularly in the UK, the area
of development studies started to grow. The IDS was the first center in
the North that focused explicitly on development as a subject, and it has
remained one of the largest institutes in the field. The number of insti-
tutes and research centers on development has continued to increase,
while in many places development is studied as part of other fields, no-
tably international relations, public administration, and (mainstream)
economics. In many cases the study happens at postgraduate levels,
though Canada, for example, has seen recent growth in the number of
development studies programs at undergraduate levels.

A problem-oriented nature has been the first defining feature of de-
velopment studies. From its origin development studies has been seen
as the science or discipline that will help address the most urgent prob-
lems of poverty in the South. At present, students of development are
motivated by concerns about deprivation and look for ways to assist in
solving problems, usually in other countries that are shown in the press
and through public campaigns.

Second, from its origin in economics, development studies moved on
to become defined as strongly interdisciplinary. The motivation for this
has typically been the problem-oriented nature of development studies;
development problems were increasingly recognized to be multifaceted
and multisectoral, and therefore multi-disciplinary or interdisciplinary
approaches became a defining feature of the field.

The interdisciplinary approach has been contested, however. The
World Bank and its exceptionally large group of top-class researchers—

www.ebook3000.com

http://www.ebook3000.org


66 How the Aid Industry Works

who produced nearly four thousand publications between 1998 and 2005
alone (Banerjee et al. 2006)—played an important role. By far the larg-
est number of its researchers are economists. Organizations like the In-
ternational Food Policy Research Institute (IFPRI) also tend to be domi-
nated by economists, though they too have increasingly adopted a
multi-disciplinary approach. While understandable in many core areas
of work for organizations like the World Bank, poverty studies and even
some of the policy analyses that developed during the 1980s and 1990s
were also dominated by economists. The debate on poverty analysis,
which is described in Box 3–1, reflects this influence.

Political science also has had much less influence in the development
debate than economics. As described later in this chapter, development
theories started to pay more attention to institutions during the 1990s,
but even then methods of economics continued to shape the approach
to studying institutions, and even politics. Moreover, anthropologists
have engaged relatively little in development studies, even in poverty
analysis. “The relationship between anthropology and development has
always been difficult,” writes Ralph Grillo (2002, 54). Influential an-
thropologists like Evans-Pritchard distanced themselves from applied
areas of study after World War II. No anthropologist was involved in
setting up the UK’s ODA in the mid 1960s, for example, and it was not
until 1978 that an anthropologist joined the World Bank1 and anthro-
pologists began to focus on critical analysis of aid discourse and power
relations.

Who Studies Development?

The World Bank houses the single largest group of development econo-
mists. Development think tanks include the ODI in London; the ISS in
The Hague, which was set up by the minister of Development Coop-
eration; and the OECD Development Centre. The CGD, based in
Washington DC, makes direct contributions to the aid industry by or-
ganizing debates and publishing the Commitment to Development In-
dex. The role of NGOs and transnational civil society in development
research has been increasing as well, often offering insights critical of or
alternative to those put forward by organizations like the World Bank.

While large development-studies think tanks play an important role in
the donor countries, fewer have sprung up in the South. Nonetheless,
strong development-studies institutes exist in Thailand, the Philippines,



Box 3–1. The Debate on Poverty Analysis
and Development Studies Disciplines

Poverty analysis rapidly gained importance during the 1980s, when
the World Bank in particular came under criticism for distributing
aid that failed to help the poor, and the World Bank responded
with new or renewed efforts to assess the scale of poverty, par-
ticularly in Africa. The main form of poverty analysis was through
large-scale representative household surveys, and donor agencies
invested in implementing surveys and building capacity. The main
indicator of poverty became the poverty headcount, a measure of
the number of people living below a poverty line (national or
international, such as dollar-a-day). A second measure is the so-
called poverty gap, which describes not only how many people
live below the poverty line, but also how far below that line, the
extent of their poverty (a measure that became important in mea-
suring the impact of microfinance projects, for example).

Poverty analysis was criticized heavily because of two main
issues (central to many development-studies debates in the 1990s):
its single focus on the income dimensions of poverty, and the
focus on quantitative analysis of poverty based on household sur-
veys. The critique highlighted the need for the study of health and
education and access to assets as central components of poor
people’s well-being, and also as preconditions for economic
growth. Increasingly, studies claimed that measuring people’s
income neglects the dimension of vulnerability, that is, the risk
that households may fall back into poverty. The critique of quan-
titative poverty analysis was associated with the growth of partici-
patory poverty analysis and participatory approaches more
generally, and finally a strand—promoted, for example, by Ravi
Kanbur, the lead author of the 2000/2001 World Development
Report—that advocated for integration of qualitative and quanti-
tative analyses. Poverty analysis within development studies has
remained dominated by economists, much more so than poverty
analysis in the UK, where sociologists play a much more impor-
tant role. Poverty analysis also suffered by neglecting the societal
and political influences on poverty, focusing heavily on measure-
ments and indicators rather than explanations.

The best sources for studying a combined qualitative and quan-
titative approach to poverty analysis are http://www.q-squared.ca/
and Kanbur 2005.
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Zimbabwe, India, and Bangladesh, with IDS Nairobi possibly the world’s
oldest development institute (established in 1965). In China no tradi-
tion of development studies has developed. Of course, much of what is
taught and researched as development in Northern development insti-
tutes is taught in higher education and research institutes in the South.

Research organizations also exist within the UN system, though they
usually operate on an autonomous basis. They often have limited amounts
of core funding and rely on donors for research grants. For example,
UNRISD, the United Nations Research Institute for Social Develop-
ment, was set up in 1963 with a grant from the Netherlands. It currently
has an annual budget of about $4 million, and it depends on both core
funding (mainly from bilateral donors) and grants for specific projects.
Similar institutions are WIDER (World Institute for Development Eco-
nomics Research) based in Stockholm, which recently carried out major
research projects on economic inequality, and the IILS (International
Institute for Labour Studies). The IILS is closely linked to the ILO and
was, for example, among the first organizations to focus on social exclu-
sion in the development-studies debate of the mid 1990s.

One of the most important scientific organizations supported by the
aid industry is CGIAR (Consultative Group on International Agricul-
tural Research). Created in 1971, it currently employs more than eight
thousand people in over one hundred countries, including thirteen coun-
tries in the developing world. It promotes sustainable production, sup-
ports national agricultural research systems, encourages research on
policy that affects agriculture, and works directly on germplasm (collec-
tion of genetic resources for an organism) improvements and collec-
tion.

There have been significant efforts to strengthen research capacity in
the South. Canada’s International Development Research Centre
(IDRC)—a Crown corporation that reports to the Canadian Parliament
rather than CIDA—supports applied research, expert advice, and build-
ing local capacity in developing countries in order to undertake research
and innovate. Its 2006–7 annual budget was Can$135 million (less than,
for example, DFID’s research program, which does not have a strong
and explicit capacity focus). The department for research cooperation
of the Swedish International Development Agency (Sida) supports part-
ner-country development research as well as Swedish research activities
relevant to developing countries.

The African Economic Research Consortium was established in 1988
to strengthen research capacity related to the management of economies
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in sub-Saharan Africa; it is supported by bilateral and multilateral do-
nors, private foundations, and African organizations. The consortium
was created with an assumption that good economic policy needs (1) a
strong group of locally based professional economists to conduct policy-
relevant research, and (2) research agendas that are determined locally
rather than by donors. Collaborative research projects on poverty, for
example, contributed to the preparation of PRSPs, and an electronic
network among participating universities facilitates information shar-
ing and access to global resource centers.

Despite these efforts to support capacity building in the South, it is
probably fair to say that development-studies knowledge has continued
to be concentrated in the North. While aid agencies strengthen their
own think tanks—not necessarily by design but through the work they
commission—capacities in many countries in the South have not devel-
oped at the same pace, with a few notable exceptions. Over the years
there has been criticism that when aid agencies started to focus their
efforts on primary education, they failed to support higher education
and research. Indeed, aid agencies have often been ambivalent about the
need to support research capacity, finding it hard to identify the impact
of such support.

Development Studies in the 1950s and 1960s:
Optimism, “Kick Starting” Economies

With independence, development became the core objective of all newly
established governments. The study of poor countries became a sepa-
rate subject, highlighted by Sir William Arthur Lewis, among others.
Lewis argued that standard economic models are less relevant to poor
countries (Lewis 1954).

The early period of independence was one of great optimism. Even
though many economists did not believe economic growth rates could
achieve levels much above 1 to 2 percent, new governments expected to
be able to modernize the economy while simultaneously addressing the
historical injustice of the colonial era. The optimism was fueled through-
out the 1950s and 1960s by a growing world economy, booming mar-
kets for exports of primary commodities, and low energy prices. While
aid was heavily determined by donors’ security concerns in the context
of spreading communism, donors looked favorably on newly established
countries in which elites took active roles in modernizing economies.2
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While socialism experienced great popularity across the former colo-
nial world and the international community was heavily influenced by
the Great Depression and the devastating Second World War, economic
policies emphasized planning. Five-year plans became common across
the South, with industrialization through import-substitution central to
many countries’ objectives. Simple economic models provided the nec-
essary theoretical support, while food aid contributed to keeping agri-
cultural prices low and thus shaping favorable conditions for economic
development. Until the late 1970s international-development thinking
assigned a primary and entrepreneurial role to government, and models
that are now recognized as failures—such as the socialist model pro-
moted by Nyerere in Tanzania—found widespread acceptance.

The development model that dominated this period emphasized eco-
nomic growth. Social objectives were seen as complementary to or re-
sulting from increasing national products. Poverty reduction seldom
emerged as a specific priority; it was expected to emerge from better
infrastructures and employment-intensive growth. The path of develop-
ment was seen as linear; Walter Rostow’s 1960 book, The Stages of Eco-
nomic Growth, for example, used the image of an airplane taking off. Mod-
ernization was thought to start in the industrial sector, which would pull
the agricultural sector along; as a result, thinking was focused on urban
areas. There was little interest in the rural sector where most of the poor
lived and worked, although the US Alliance for Progress in support of
Latin American land reform in the 1960s was a short-lived exception.

The main economic framework emphasized the role of investment,
as highlighted in the one-sector economic Harrod-Domar model. In
the absence of sufficiently high savings rates, foreign aid was seen as
providing countries with the necessary capital to “kick start” their econo-
mies. Economic frameworks were believed to be able to predict the
amount of aid and investment needed. During the 1950s, funding of
infrastructure projects was popular (see Chapter 4). While there was no
increase in total amounts of aid, the 1960s saw the establishment of
bilateral aid programs, with financial as well as technical assistance, and
a strong focus on productive sectors.

But, as in other periods, development thinking in the 1950s and 1960s
was not undisputed. In the 1960s, notably through the work of Theodore
Schultz, human capital (along with physical capital) was seen as impor-
tant, and issues of education and fertility were put on the agenda. From
the early postwar period onward, despite aid’s emphasis on large infra-
structure projects, community-development models had some popularity
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among the international community, as they did in India, where the
modernization view promoted by Nehru was balanced by Gandhian tra-
ditional and village-oriented views.

A more radical critique, particularly of the modernization theories,
was formulated by a group of Marist-oriented authors, mostly Latin
American social scientists. This came to be known as dependency theory,
rooted in the United Nations Commission for Latin America. For de-
pendency theorists, underdevelopment was not only the result of failure
to modernize, or identical with a traditional or native state, but the re-
sult of the expansion of global capitalism and colonialism, through which
the South became underdeveloped. Dependency theory made little im-
pact on mainstream thinking within the aid industry, but its ideas are
reflected in the movements and writings that see the World Bank and
IMF as instruments used to maintain global capitalism and injustice.

Economic thinking during the colonial period emphasized a dualism
between modern and traditional sectors. This became deeply ingrained
in the developing thinking of the 1950s and 1960s and remains influen-
tial even today. Statistical systems started to record economic activity
and employment in the modern and large-scale sector, where in general
better working conditions and pay prevailed and some social security
benefits were provided. Thinking about employment and migration was
dominated by dual models (like Lewis’s), and the idea that moderniza-
tion involved transfer of labor from a traditional agricultural sector, with
an unlimited supply of labor, to a modern sector.

Thus, development thinking in the early postwar period was already
a mix of ideas. Emphasis on growth and modernization was combined
with thinking about the need for human capital, education in particular.
And while there was much acceptance and promotion of models of plan-
ning and socialism, in line with the Keynesian economics of the time,
the thinking about the push toward modernization was also informed
by the perceived need to contain communism. It is worth noting that
Rostow’s book about modernization had the subtitle An Anti-Commu-
nist Manifesto, and Rostow was not only an economist but also an adviser
on US national security affairs.

The 1970s: The Short Era of Redistribution

Levels of aid, which had remained constant since the mid 1950s, in-
creased during the second half of the 1970s. But in terms of development
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thinking, the 1970s—once again—was a period of opposing directions.
Whereas the 1960s still was a period of great optimism, cracks appeared
in the early 1970s. It was a period of adjustment, and a process of global
liberalization began with the collapse of the economic regulation that
had dominated since the end of World War II. The year 1973 saw both
the first oil crisis, though the impact was not as severe as the crisis in
1979, and the fall of Allende in Chile and resultant advent of what many
Latin Americans have regarded as the classic form of neo-liberal struc-
tural adjustment under an authoritarian regime.

In the same year Robert McNamara explicitly committed the World
Bank to a focus on poverty reduction. In a famous speech in Nairobi
addressing the World Bank–IMF meeting of 1973, he emphasized the
extent and persistence of rural poverty and pledged to increase and trans-
form aid. Thinking at the World Bank in the 1970s was influenced by
Chenery, who, as chief economist under Robert McNamara, put in-
equality and redistribution on the agenda, questioning the idea of “trickle
down”—the assumption that economic growth would automatically
benefit the poor—which had dominated earlier thinking. The early 1970s
was also a period of radical debate about the new international eco-
nomic order and the “right to development.”3

Other players in the aid industry also started to emphasize poverty
from the late 1960s onward, and they too shared the doubts about mod-
ernization and trickle-down paradigms. The late 1960s and 1970s saw a
mass of experiments with targeted interventions, reflecting the growing
focus on poverty among donors. Reconstruction in Bangladesh in the
early 1970s challenged the predominant aid strategies for doing far too
little for the poor. Canada’s Pearson Commission and Dutch and Scan-
dinavian donors expressed worries that growth from aid was inadequately
translated into poverty reduction, and they began to attempt a more
rural, decentralized, small-scale project bundle. Britain’s first white pa-
per on aid in 1964 had started to prioritize poverty; its chief economist,
Dudley Seers, in an IDS article (1967/69) argued that development was
about much more than national income and should include normative
concerns based on basic needs and distribution.

While food aid became less important as a donor instrument, the aid
industry started to pay more attention to agriculture, increase lending,
and help remove technical constraints, redressing the relative neglect
during the 1950s and 1960s. Debates started to see agriculture as pro-
ductive—as part of economic growth strategies—rather than a traditional
sector that would shrink with modernization. Reflecting on failures of
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large projects of the earlier period, participatory approaches to agricul-
tural development became more popular. Compared to the earlier pe-
riod, development economics became more sophisticated in its under-
standing of the interaction between traditional and modern, rural and
urban sectors, and ideas of balanced growth and inter-sectoral linkages
came to the forefront of debates. IFAD was established in 1978 with the
mandate to increase food production in the poorest food deficit coun-
tries and for the poorest people. Michael Lipton’s much-cited 1977 pub-
lication, Why Poor People Stay Poor: Urban Bias in World Development,
contributed to a shift of focus toward agriculture. He argued that devel-
opment was designed by and for people in urban areas. He estimated
that while most poor people (between 60 and 80 percent) lived in rural
areas and depended on agriculture, they received no more than 20 per-
cent of development spending.

The 1970s was also the period when employment took center stage
in the international development debate. The ILO’s World Employ-
ment Programme, founded by Ajit Bhalla, signaled a shift away from
growth-oriented models, recognition of the scale of world poverty, and
focus on the creation of productive employment and provision of public
services. The program was seen as an answer to the authoritarian turn
that the process of modernization had taken in many post-colonial (and
post–Cold War) contexts. The 1976 ILO conference, for example, em-
phasized that strategies and national development plans and policies
should promote employment as a priority.

An important contribution during this period was the introduction
of the term informal sector. The term was coined by anthropologist Keith
Hart in 1971, and the ILO adopted it in a report on employment in
Kenya in 1972. The term highlighted the problem in less-developed
countries as that of the “working poor”—people in occupations in which
they earn a low income in precarious labor relations—rather than un-
employment. During the 1980s and later, much research focused on the
growth of the informal sector, particularly as it related to the process of
globalization and liberalization, which was thought to increase the size
of the informal sector and undermine the rights and entitlements of
people in the formal sector (though in many poor countries the formal
sector had never been larger than between 10 and 15 percent of the
labor force).

In the 1980s Peruvian researcher and lawyer Hernando de Soto made
an important contribution to the debate from a liberal economic per-
spective. His 1986 book El Otro Sendero (“the other path,” referring to
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the extremist group Sendero Luminoso, or Shining Path) described
people in the informal sector as entrepreneurs who were hindered from
making economic contributions by government rules and regulations.

Questions of migration occupied a central part in debates on em-
ployment. While earlier migration was seen simply as a part of the tran-
sition from traditional to modern sectors, and by and large as a positive
phenomenon, over time views and approaches became more diverse.
There has been a longstanding concern among policymakers and aca-
demics alike that migrants from rural areas congested cities and drained
their resources. Many rural development programs have attempted to
reduce “out migration”—usually with little success. The most impor-
tant model of rural-urban migration, the Harris-Todaro model, describes
migrants as economic agents who weigh the difference between the ex-
pected earnings from formal-sector urban employment against the ex-
pected earnings in the village.

A “basic needs” approach was central at the ILO and elsewhere dur-
ing the 1970s, that is, an emphasis on satisfaction of basic needs and
inclusion of people in decision-making processes. Nobel Prize winner
Amartya Sen’s book Poverty and Famines, written for the World Em-
ployment Programme, stressed that starvation does not happen because
no food is available, but rather because people do not have access to
food. The book presents four case studies of famines—Bengal 1943,
Ethiopia 1972–75, the Sahel during the early 1970s, and Bangladesh in
1974. Sen also emphasized the role of democracy and the free press in
averting large-scale starvation, and his 1999 Development as Freedom has
been interpreted as one of the theoretical foundations of “rights-based”
approaches.

Thus, during the 1970s, the international development debate moved
from one centered on growth to one more explicitly focused on poverty,
redistribution, basic needs, direct anti-poverty interventions, and par-
ticipatory approaches to rural development. Yet there were trends that
conflicted with this increased concentration on poverty. First, donors
and recipients faced financial constraints due to the sharp rise in oil
prices and increasing balance-of-payment pressures. They cut back on
long-term or “soft” projects, including anti-poverty programs, and fi-
nancial support to maintain essential imports started to become more
important. Second, a growing part of aid came from new donors (Japan,
OPEC countries) who, like the United States, World Bank, and West-
ern Europe earlier, concentrated on infrastructure projects. Third, while
the 1970s debate and donor policy continued to see the state as a key
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actor in development, a reaction against state intervention was begin-
ning. For example, reviews showed that massive, state-subsidized credit,
labeled “for the poor,” was failing to reach the poor, stimulate agricul-
tural growth, or even to sustain financially viable lending. The backlash
against support for state intervention reached its full force in the 1980s.

1980s: Adjustment

The 1980s were dominated by structural adjustment programs, and
donor approaches shifted attention to program lending and targeted
interventions to ameliorate the effects of crises. The 1980s has often
been regarded as a lost decade for development, though whether adjust-
ment caused the failure or was a response to development problems is
debated. In any case, Mexico defaulted on its external debt in 1982. This
started the “debt crisis,” which came to be a major rallying point of
advocacy-oriented NGOs and resulted, for example, in the Jubilee 2000
coalition. As financial crises increased, the Bretton Woods institutions
designed packages intended to enable countries to stabilize and address
balance of payments problems in the short run, and to liberalize and
restore economic growth in the longer term.

While the 1970s was characterized by a basic needs focus, the most
significant theoretical development of the 1980s was the emergence of
the Washington Consensus—even though it would be a mistake to as-
sume that this ever was a true consensus, as opinions always remained
diverse. The so-called consensus highlighted the need for policies of
fiscal discipline, market-determined exchange and interest rates, pro-
tection of property rights, liberalization, privatization, and openness to
trade. During this period an increasing proportion of aid was provided
with a large number of “conditionalities” regarding adjustment of the
economy and state intervention.

Contrasting earlier optimism about the state as a key agent for devel-
opment, during the 1980s the state came to be associated with develop-
ment problems, ranging from low economic growth to continued and
sometimes even increasing poverty. It was strongly argued that the state
should focus on its minimum functions, including “getting prices right.”
As Albert Hirschman noted in 1981, the “state . . . was charged with
intellectual responsibility for whatever had gone wrong” (quoted in Fritz
and Rocha Menocal 2007, 540). This was the case in particular for Africa,
but was also true in Latin America. Studies of the East Asian economic
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successes showed how important state intervention was for development,
but these studies did not receive as much attention as the studies of
failures in Africa and, to a lesser extent, in Latin America.

Many observers have proclaimed the Washington Consensus a fi-
asco. But it is probably fair to say that the evidence is mixed. On the one
hand, for example, in a large number of countries fiscal and monetary
stability was achieved during the 1990s. On the other hand, growth per-
formance was not uniformly favorable, and it has been acknowledged
that the “supply response” to adjustment measures has been weak and
that the developments in the fast-growing economies of East Asia did
not follow the path of the Washington Consensus.4 While the evidence
on the impact of adjustment on development and poverty was mixed,
the critique of adjustment did lead to a renewed focus on poverty, in-
cluding a drive to measure the extent of poverty, particularly in Africa.

The development debate became increasingly influenced by policy
research at the IFIs, and the influence of UN agencies like ILO and
WHO declined as the World Bank expanded its areas of investment and
expertise. Controversies over structural adjustment dominated the de-
bate, for example, on user fees. Under the influence of the fiscal crisis in
Africa and elsewhere, affordability of services became an increasingly
important concern.5 A World Bank paper by M. Thobani (1983) argued
that charges in education were necessary because governments could
not afford the total subsidy required. But concerns for poverty were also
present in the paper; Thobani argued that with fiscal constraints gov-
ernments would ration services, which would hurt the poor, and that
introduction of user fees would help expand access for the poor. The
conclusion about the positive impact of user fees was strongly challenged
in a major critique of the social and economic policies under structural
adjustment commissioned by UNICEF on “adjustment with a human
face” (Cornia, Jolly, and Stewart 1987). The study describes how ad-
verse economic developments and consequent stabilization and adjust-
ment policies affected vulnerable groups, especially children, and in-
cluded a critique of the adoption of user fees in primary health and
education.

The question of social spending remains hotly debated in the devel-
opment-studies debate. On one side, particularly influenced by NGOs
like Action Aid, is the view that the World Bank and IMF have forced
governments in poor countries to keep spending on social sectors low.
On the other side, the IMF and the World Bank argue that under fiscal
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crises governments need to address their spending, but that they have
not forced governments to reduce spending on education and health
more than other sectors. Moreover, the World Bank has produced re-
search showing that a large percentage of the additional donor funding
available for debt relief has been spent on social sectors. Also, its recent
research has shown that since the 1980s investments in agriculture suf-
fered more than that in social sectors.

Ensuring that the poor benefit from health and education services
has become an increasingly important concern within the social sectors
also. In the context of crisis and adjustment the World Bank and re-
gional development banks turned their attention to “add-ons” designed
to reduce the pain of adjustment for the poor. The Bolivia Emergency
Social Fund was followed by the Program of Action to Mitigate the
Social Cost of Adjustment (PAMSCAD) in Ghana, both schemes set up
in decentralized and participatory ways and primarily designed for the
people who had lost jobs and livelihoods as a result of retrenchment.
Also, donor attention shifted toward innovative targeted projects, such
as the World Bank’s support for the Tamil Nadu Integrated Nutrition
Programme and IFAD’s support for Grameen in Bangladesh.

Although the 1980s was perceived as a lost development decade, there
was much progress in theories of development, including a prolifera-
tion of statistical information, allowing economists in particular to de-
velop increasingly sophisticated models of national economies (includ-
ing general equilibrium modeling) and models for comparing
achievements across an ever-larger number of countries (using cross-
country regressions). Development economics achieved a better under-
standing of the role of human capital for economic growth and of the
links between trade and growth. Moreover, new institutional economics
started to emerge and played a central role in the 1990s.

The 1980s was clearly a period of economic crises and structural ad-
justment. The World Bank and the IMF in particular received increas-
ingly bad press at the same time that their areas of work rapidly ex-
panded. Development, nonetheless, became an increasingly important
element among the various motives given for aid; and relatively more
aid, and on softer terms, became available for the poorest countries
(Lancaster 2007, 39). The development debate became increasingly
heated, the number of NGOs continued to grow, and the field of devel-
opment studies was enriched with the work on the “human face of ad-
justment” and following that the HDR, which is described next.
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The 1990s: Poverty Back on the Agenda, and the Rise
of Governance in Development Studies

Although the end of the Cold War led to a decline in interest in devel-
opment at higher political levels, the 1990s ended not only with greatly
increased attention to aid, but also to poverty. The Washington Con-
sensus continued to be criticized, even though many of its basic prin-
ciples have never been abandoned.6 IFIs were increasingly pressed to
respond to the critique, as James D. Wolfensohn clearly did after he
became president of the World Bank. The financial crisis in Asia in 1997,
followed by radical political changes in Indonesia, provided impetus to
the development debate on poverty and to aid more generally. During
the period the study of development broadened to include an emphasis
on institutions and governance.

Among the World Bank’s annual World Development Reports, the 1990
edition on poverty is often seen as most important. It brought poverty
“back on the agenda,” and it did so through a model of economic devel-
opment that became very influential. It proposed a two-part strategy for
tackling poverty: promoting labor-intensive economic growth, and in-
vesting in health and education. The report noted that people who are
vulnerable to shocks and unable to benefit from growth require protec-
tion in the form of “safety nets.”

The first HDR was published that same year, under the leadership of
Pakistani economist and finance minister Mahbub ul Haq and Indian
Nobel Laureate for Economics Amartya Sen. The principal motivation
behind the HDR, according to Sen, was the overarching preoccupation
with the growth of real income per capita as a measure of the well-being
of a nation. Physical expansion of an economy, as measured by per capita
GDP, does not necessarily mean that people are better off in terms of
health, freedom, education, meaningful work, or leisure time. Accord-
ing to the 1990 HDR: “People are the real wealth of a nation. The basic
objective of development is to create an enabling environment for people
to enjoy long, healthy and creative lives. This may appear to be a simple
truth. But it is often forgotten in the immediate concern with the accu-
mulation of commodities and financial wealth.” The Human Develop-
ment Index (HDI) was introduced as a measure of human development,
to provide an alternative to the common practice of evaluating a country’s
progress in development based on per capita GDP. HDI tables compar-
ing countries’ performances have drawn the attention of governments
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and international organizations to improving services in health and edu-
cation.

Box 3–2. The Human Development Index

In order to broaden the development debate beyond income pov-
erty, the HDR introduced the HDI. This index measures coun-
tries’ achievements in terms of

• a long and healthy life, measured by life expectancy at birth;
• knowledge, measured by the adult literacy rate and the com-

bined primary, secondary and tertiary gross enrollment ra-
tio; and

• a decent standard of living, measured by GDP per capita in
purchasing power parity (PPP) (in US dollars).

The HDI is a composite index; it is based on separate indices for
each of these dimensions. These are calculated on the basis of
minimum and maximum values, and performance is expressed
as a value between 0 and 1. The HDI is calculated as the simple
average of those three factors.

Since the first HDR, new composite indices for human devel-
opment have been developed: the Gender-related Development
Index, the Gender Empowerment Measure, and the Human Pov-
erty Index.

Economic development studies have become increasingly complex.
During the 1980s studies on growth included increasingly sophisticated
understanding of links with, for example, trade, and in the middle of the
1990s it became possible to relate data on growth to data on income,
poverty, health, and education. This was the result of two developments.
First, an increasing number of surveys, often supported by donors, on
income, education, and health became available, particularly in Africa.
Even the importance of social relations and connections was considered
a source of economic growth, and the concept of social capital, which
allowed the measurement of these social relations, was introduced. The
concept was also heavily criticized.7 Second, it became possible to com-
pare data on poverty when an internationally comparable set of prices
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became available. The dollar-a-day measure of poverty was the result of
this. The dollar does not represent an actual dollar, to be converted with
normal exchange rates; rather, it represents a consumption bundle con-
taining the minimum necessities in different parts of the world.8

During the 1990s thinking about agriculture and how it relates to
development more broadly also continued to change. The “sustainable
livelihoods” approach (Chamber and Conway 1992; Scoones 1998) was
rapidly adopted by a number of agencies; bringing together different
strands of analysis, it was based on participatory approaches to project
formulation and implementation and on analysis that highlighted the
ways in which poor communities manage their relationship with envi-
ronmental change. While having a clear impact on aid practices in the
late 1990s, its popularity also declined quickly; it is not mentioned in
the 2008 World Development Report on agriculture, for example.

Perhaps the major change in development thinking during the 1990s
was the increasing attention to the role of institutions, or governance, in
development thinking (and in the policies of new leaders like James
Wolfensohn), which contributed to new approaches of sector support
and PRSPs. Writings on the post–Washington Consensus show ap-
proaches to economic policies that define a wider role for public poli-
cies. According to Nick Stern, who thought there was nothing wrong
with the principles of the Washington Consensus, it

said nothing about governance and institutions, the role of
empowerment and democratic representation, the importance
of country ownership, or the social costs and the pace of trans-
formation. The development community has learned the hard
way, through the setbacks of the structural adjustment pro-
grams in developing countries of the 1980s, and the transi-
tion of the 1990s in eastern Europe and the former Soviet
Union, that these elements are at the heart of the develop-
ment challenge. (Stern 2002)

The new approaches take into account many of the earlier critiques,
concluding that the policy prescriptions were not wrong—certainly not
regarding the need for macro-economic stability—but that they were
insufficient. The new approaches stress the complementary role of the
state with regard to the market and hope that processes of democratiza-
tion will support a vibrant market economy.9 The importance of gover-
nance for the provision of services was highlighted in the 2004 World
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Development Report. The governance approach includes emphasis on
economic growth for poverty reduction, and the role of the private sec-
tor and trade. But it also recognizes the importance of national owner-
ship of the development agenda, empowerment of people, and basic
health and education as essential ingredients in development and pov-
erty reduction.

The newly built consensus based on human development and par-
ticipation and empowerment was illustrated in the 2000/1 World Devel-
opment Report entitled Attacking Poverty. This report highlighted the
central role of economic development in reducing poverty, but also that
poverty is an outcome of economic, social, and political processes that
interact and can reinforce one another. The report used a new three-
part framework for analyzing and addressing poverty: expanding poor
people’s opportunities, empowerment, and security.

Thus, while emphasis on adjustment did not disappear, during the
1990s the development agenda and development thinking changed radi-
cally. This was highlighted in the response to the 1997 Asian financial
crisis. The IMF response was heavily criticized by authors like Joseph
Stiglitz. But 1997 also was a turning point from the “aid fatigue” and
declining levels of aid. Moreover, rather than merely emphasizing short-
term stabilization after the crisis, the response implied a strengthened
emphasis on poverty reduction and protecting the poor from the effects
of crises, an emphasis that was equally strong after the 2008 financial
crisis. With this renewed emphasis, development thinking increasingly
focused on the political and institutional conditions that contribute to
growth and development. Under the influence of the 1990s critique of
development aid, an increasing number of studies also looked at the
conditions under which aid works.

Since 2000: Broadening Development Agenda
Continues, Emphasis on Results, Growth Returns

As of 2008, there have been no signs that the attention to poverty is
decreasing or that the broad and multi-disciplinary perspective on de-
velopment is narrowing. The emerging security agenda after 9/11, like
growing concerns over international migration, influenced aid practices,
but the development community responded quickly by emphasizing
the need to look at the links between poverty and causes of extremism
and insecurity. Similarly, the growing concerns over climate change,
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following the efforts of Al Gore, the Stern report in the UK, and re-
ports of the Intergovernmental Panel on Climate Change (IPCC) were
quickly followed by development reports, such as the 2007 Human De-
velopment Report, that looked at links between poverty and climatic con-
ditions and changes. Analysts quickly developed methods to measure
the impacts of the 2008 financial crisis. Development studies thus con-
tinues to be dynamic, growing, and increasingly diverse. But the last
decade has also seen a rethinking—or continuous debate—on at least
three fronts: the link between economic growth and poverty reduction,
approaches to governance and institutions, and more critical consider-
ation of the results of development aid.

The publication of the 2000/2001 World Development Report was
marked by controversy. The main author and coordinator of the re-
port—Ravi Kanbur, former World Bank economist and now professor
at Cornell University—resigned because the report’s authors were pres-
sured to emphsize economic growth and change the order of the chap-
ters on the three main themes of opportunities, empowerment, and se-
curity. World Bank and US treasury officials believed that analysis of
growth had to be the most important business of the World Bank, and—
even though World Development Report does not represent World Bank
policy—there was a perceived need to ensure that a chapter focusing on
growth would come first.

During the preparation of the report there was another significant
but less discussed controversy. A paper by Lundberg and Squire (1999),
using internationally comparable data,10 found evidence that during pro-
cesses of economic growth, the poorest were not always benefiting. The
World Bank then put a lot of effort into arguing that growth did benefit
the poor; one of its most widely cited publications on the growth-pov-
erty links was Dollar and Kraay’s “Growth Is Good for the Poor” (2002).
The question of rising inequality did not receive much attention from
the World Bank at the time, thought it did become the central subject of
the 2006 World Development Report.

The focus on institutions and governance has continued into the
twenty-first century and has been enriched in two aspects. It has be-
come increasingly clear that the donor literature on good governance
produced too many requirements to be practical. The list of necessary
reforms has grown exponentially, including participation, accountabil-
ity, predictability of government action, transparency, free information
flow, rule of law, legitimacy, constitutionality, sociopolitical pluralism,
decentralization, market-oriented policies, and concerns for socioeconomic
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equity and poverty. The optimism of the early 1990s about implement-
ing good governance has given way to an understanding of the influ-
ences of local context in the implementation of reforms and more fo-
cused and realistic ideas about “good enough governance” (Grindle
2002). Such governance tries to target fewer but more important and
feasible interventions.

The emphasis on good governance led to calls for better understand-
ing of local politics. Forms of political analysis were introduced in agen-
cies, for example, Sida’s “power analysis,” World Bank’s Institutional
and Governance Reviews; and DFID’s Drivers of Change. The term
political economy became common, emphasizing that politics and power
cannot be separated from economics. Politics also entered the develop-
ment debate through the Monterrey Consensus (discussed in Chapter
1), which stresses that governments in developed and developing coun-
tries need to build public support to translate development aspirations
into action and emphasizes the need for political leadership in the South
for undertaking institutional and policy reform, and in the North to
strengthen solidarity with poverty reduction efforts in the South.

Development studies have become increasingly concerned with the
results of development efforts. This is a major theme in Chapter 8 herein,
but it is worth highlighting here the surge in analysis of aid effective-
ness, which highlighted that aid should be given to countries with large
numbers of poor people and those that have governments that are able
to use aid in an appropriate way and committed to using it. Also, the
adoption of the MDGs by 189 nations at the United Nations in Sep-
tember 2000 boosted the political advocacy of aid as well as being a new
input into the field of development studies. In some aid organizations
the MDGs came to form the basis for reporting on the agency’s work, as
clearly illustrated in DFID’s 2007 Annual Report. Major analytical work
was undertaken to assess the progress at the mid point of the MDG
period, July 7, 2007; the general conclusion was “substantial but uneven
progress.” The MDG targets for the year 2015 and progress to the mid-
point are summarized in Table 3–1.

The field of development studies, which has provided most of the
theoretical underpinnings for the aid industry, as well as fierce critiques,
is very diverse and dynamic. Many of the classics in development stud-
ies, in fact, have been strongly polemic. The list in Box 3–3—a very
limited and personal choice of publications—suggests that significant
paradigm changes occur approximately every ten years.11 Moreover, even
within those periods, views on development have differed.
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Table 3–1. Millennium Development Goals and Progress

Millennium
Development

Goals

1. Eradicate ex-
treme poverty
and hunger.

2. Achieve uni-
versal primary
education.

 3. Promote gen-
der equality
and empower
women.

4. Reduce child
mortality.

5. Improve mater-
nal health.

6. Combat
HIV/AIDS, ma-
laria, and
other diseases.

Targets for 2015

Reduce by half the proportion 
of people living on less than a 
dollar a day.

Reduce by half the proportion of 
people who suffer from hunger.

Ensure all boys and girls com-
plete primary schools.

Eliminate gender disparity in 
primary and secondary educa-
tion, preferably by 2005, and at 
all levels by 2015.

Reduce by two-thirds the mor-
tality rate among children un-
der five.

Reduce by three-quarters the 
maternal mortality ratio.

Halt and begin to reverse the 
spread of HIV/AIDS.

Halt and begin to reverse the 
incidence of malaria and other 
major diseases.

Progress at Midpoint,  
July 7, 2007

Global progress is good, 
but MDG will not be ach-
ieved in Africa. (on target)

Global target unlikely to 
be met. (lagging)

Good progress since late 
1990s, but Africa has a 
long way to go. (lagging)

Gender gap is closing, 
but slowly. (lagging)

Progress in labor market 
access.

Child survival rates, worst 
in sub-Saharan Africa,  
show improvement. (on 
track)

Half a million women 
continue to die during 
pregnancy or childbirth. 
(lagging)

HIV prevalence has lev-
eled off, but deaths from 
AIDS continue to rise in 
Africa. (lagging)

Faster progress is needed 
to achieve malaria target. 
(lagging)

Continued on page 85



Sources: The data for the first two columns is from the www.un.org website. The
description of progress is from the MDG 2007 report, and text in parentheses is
from the DFID Annual Report for 2008, annex 3. The official UN site of MDG
indicators is http://mdgs.un.org/unsd/mdg/Default.aspx.

Millennium
Development

Goals

7. Ensure envi-
ronmental sus-
tainability.

8. Develop a
global partner-
ship for devel-
opment.

Targets for 2015

Integrate the principles of sus-
tainable development into 
country policies and programs; 
reverse loss of environmental 
resources.

Reduce by half the proportion 
of people without sustainable 
access to safe drinking water 
and basic sanitation.

Achieve significant improve-
ment in lives of at least 100 mil-
lion slum dwellers, by 2020.

Develop open, rule-based, pre-
dictable, nondiscriminatory 
trading and financial system.

Address special needs of the 
least developed countries, land-
locked countries and small is-
land developing states.

Deal comprehensively with de-
veloping countries' debt.

Develop and implement strat-
egies for decent and productive 
work for youth.

In cooperation with companies, 
provide access to affordable es-
sential drugs in developing 
countries.

In cooperation with private sec-
tor, make available new tech-
nologies, especially information 
and communications technolo-
gies.

Progress at Midpoint,  
July 7, 2007

Deforestation continues; 
biodiversity continues to 
decline; greenhouse gas 
emissions outpace sus-
tainable energy tech- 
nology. (lagging)

Meeting water target re-
quires extraordinary ef-
forts. (water on track; san-
itation lagging)

Expansion of cities mak-
ing slum improvements 
more daunting. (lagging)

No agreements in trade 
negotiations.

Development aid falls de-
spite commitments; little 
progress in doubling aid 
to Africa.

Debt burden continues to 
lighten.
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Box 3–3. Five Decades of Development Debate

1954: W. A. Lewis defines a new role for development econom-
ics, distinct from standard economics.
1967: Dudley Seers defines the role of development studies as
distinct from colonial economics and emphasizes that develop-
ment is about much more than national income.
1977: Michael Lipton notes that development planning has ig-
nored rural areas, where most poor people live.
1987: Giovanni Andrea Cornia, Richard Jolly, and Frances
Stewart’s Adjustment with a Human Face presents a major cri-
tique of the structural adjustment programs imposed by World
Bank and IMF.
1997: Deepa Narayan’s Voices of the Poor: Poverty and Social
Capital in Tanzania establishes within the World Bank the utility
of participatory methods in development.
2007: The 2008 World Development Report highlights the need
to refocus on investment in agriculture.

For a much broader list of choices, see Simon 2006.

There are no rights or wrongs among the different approaches described
in this chapter. Any policy will be the outcome of diverging and some-
times clashing views. Development studies as a field of academic inquiry
has been very closely linked to development practice, though many of
its researchers have also remained critical and at a distance. When aid
organizations increasingly focused on poverty, particularly during the
1990s, studies of international development evolved in parallel. Particu-
larly since the period of adjustment, knowledge about the numbers and
characteristics of the poor has greatly increased. Since the 1980s devel-
opment studies has highlighted the multi-dimensionality of poverty, and
paid increasing attention to issues of empowerment, governance, and
security. Its multi-disciplinary approach has contributed much to im-
proved understanding of processes of economic development, how these
can be promoted, and the role of governance and institutions in these
processes.

In my view development studies faces two main challenges. First, be-
cause it remains strongly focused on informing the practice of donor
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organizations, it has continued to be dominated by academic institutions
and think tanks in the global North. A count of quotations by ODI
researchers in the 2006 World Development Report showed that the vast
majority of studies were produced in the North.12 According to an inde-
pendent evaluation of World Bank research in the last decade the
institution’s enormous capacity for research is not always used in an in-
dependent way: “The panel had substantial criticisms of the way that
this research was used to proselytize on behalf of Bank policy, often
without taking a balanced view of the evidence, and without expressing
appropriate skepticism. Internal research that was favorable to Bank
positions was given great prominence, and unfavorable research ignored.”
(Banerjee et al. 2006, 6).

Many of the countries that lack capacity for public policymaking also
lack the capacity to produce research and evidence to inform those poli-
cies. The aid industry has made important attempts to support research
capacity in the South, but these have been outweighed by the invest-
ments in development research among and within Northern institu-
tions, sometimes through tying research funding, sometimes because
global research competitions are much more likely to be won by North-
ern institutions with long-established links with the donors. Over the
coming years we will witness how the expansion of donors like China,
India, Brazil, and South Africa will change this international arena, but
capacity in the poorest countries continues to be a major challenge.

Second, there has been a tendency in international development ef-
forts to equate poverty reduction with development itself. Much pov-
erty analysis in particular has focused on identification of characteristics
of the poor rather than the causes of and particularly the policies that
lead to or sustain poverty. Writings on governance and institutions have
improved much on the earlier Washington Consensus and on the un-
derstanding of links between markets and state intervention, but con-
ceptualizing the politics of public policymaking and how the interna-
tional community relates to these politics remains challenging. Debates
on scaling up aid indicate that even if the analysis is restricted to fairly
narrow measures of economic growth, many questions remain, and these
questions are likely to be even more difficult if the analysis includes the
role of public policy in shaping political contestation and social con-
tracts.

Development studies continues to comprise different understandings
of the relationship between growth and economic policies, on the one
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hand, and poverty and inequality, on the other. Researchers at the World
Bank continue to differ: while David Dollar in 2000 strongly emphasized
that “growth is good for the poor,” authors of the 2006 World Develop-
ment Report took pains to emphasize that inequality matters too, and
Martin Ravallion at an IFPRI conference in Beijing in 2007 pointed out
that “growth is not an anti-poverty policy.” For others, growth is not
enough, or never enough, as Armando Barrientos stressed in a DFID
conference in December 2007.

In addition, camps remain divided about the importance and role of
the state in relation to the private sector. Till the 1970s the state was
seen as a key agent of development. During the 1980s “rolling back” the
state became a predominant theme. PRSP approaches (described later)
implied some return to state-led development. And lessons from East
Asia also provide challenges to conventional wisdom. The debate on
investment in social sectors continues to be divided between views that
stress the need for increasing investment in health, education, and so-
cial security, and those that emphasize, for example, the limited resources
available nationally and the need to invest in infrastructure and agricul-
ture. In the end, these differences are only partly technical; they are
strongly informed by different values, different national histories and
traditions of public interventions, and different ideas about what the
core of development is and ought to be. Debates like these will con-
tinue.

Further Readings

Isbister (2003), Promises Not Kept, gives a concise introduction of the main
theories of development and underdevelopment.

Stern (2002), Dynamic Development, provides a good description of the evo-
lution of the Washington Consensus.

Tarp (2000), Foreign Aid and Development, offers a more detailed overview
of development thinking, for example, in the chapters by Erik
Thorbecke (tracing five decades of development thinking), Irma
Adelman (discussing the role of government in economic develop-
ment), and Hjertholm and White (placing foreign aid in historical
perspective).

The UNDP’s annual Human Development Report was launched in 1990 and
broadened the poverty debate by stressing its multi-dimensional na-
ture.
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Woolcock (2007), “Higher Education, Policy Schools, and Development
Studies,” posits an interesting view on what students in development
studies should learn: skills of data collection and analysis; reframing
given ideas for diverse groups; and negotiation and conflict media-
tion.

World Development Report (1990) is one of the most influential World Bank
reports; it introduced the growth paradigm that has continued to be
important.
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4

Development Projects:
Rationale and Critique

In the previous chapters there have been many references to develop-
ment “projects” and to a move away from projects to “program” aid
and “sector” approaches. These terms are important in order to un-
derstand the ways in which aid is provided by different agencies in
different periods of time. Projects, the original way of providing aid,
assisted countries that were short of savings and technological capa-
bilities but also took the form of integrated rural development. Pro-
gram aid and sector approaches evolved partly out of the debt crises of
the 1970s and partly out of problems created through project aid, as
well as a focus on the broader set of institutions within countries that
is essential for providing public services and conditions for develop-
ment in general.

Late colonial authorities developed projects, often in agriculture. The
World Bank started to develop infrastructure projects that could be ex-
pected to generate financial returns, and this moved on to integrated
rural development projects under Robert McNamara. More recent
project approaches include sustainable livelihoods approaches,
microfinance projects, and social funds. As described in Chapter 3,
during the 1950s and 1960s, the main economic theories emphasized
the low savings rates in developing countries and saw foreign aid as
the means to “kick start” economies. Funding projects was the way the
aid industry tried to help developing countries to “take off,” and, de-
spite recent changes, the majority of aid is still delivered as projects
(Roger Riddell 2007, 180), in a range of sectors, provided by small
NGOs and large organizations like the development banks, and rang-
ing from a few thousand to hundreds of millions of dollars.

While the design and implementation of projects is now a common
and well-established practice of development agencies, the aid industry
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had to find ways of institutionalizing this in the newly established bu-
reaucracies. Judith Tendler provides an interesting description of the
workings in USAID and the World Bank in the early years of the indus-
try. Infrastructure projects became popular for two reasons: first, the
belief that accumulation of fixed assets was the key to development; and
second, the pressure on officers in development agencies to spend large
amounts of money within short periods of time (these development agen-
cies were relatively small and newly created bureaucracies—the World
Bank had barely made the transition from a reconstruction to a devel-
opment agency at that time).

But projects were not generated automatically. “The initial position
of the Bank was that preparation of a project was the responsibility of
the borrower; if the Bank became involved, it could not thereafter be
sufficiently objective in appraising the project. Though buttressed by
logic, this position soon gave way to the pressure of events. ‘Experience
has demonstrated that we do not get enough good projects to appraise
unless we are involved intimately in their identification and prepara-
tion.’”1 Over time, this has become the common practice. Development
practitioners do not simply respond to demands from partners for loans
or grants but actively engage—supported by bureaucracies that encour-
age disbursement of loans or grants—in discussions about possible new
projects.

As we will see throughout the next chapters, projects (and programs)
exist in a wide range of areas, not all clearly related to poverty reduction.
There are at least two reasons why the range is so wide. First, not all aid
agencies have a narrow focus on poverty reduction; much assistance is
provided to development more generally, and as described earlier, the
focus on poverty is a relatively recent phenomenon. Second, even if agen-
cies have a strong focus on poverty, they emphasize that there are differ-
ent ways in which poverty reduction can be achieved and that the pre-
conditions for sustainable poverty reduction are broad. So, for example,
DFID distinguished three types of activities: enabling actions that sup-
port economic growth or more effective governments; inclusive or broad-
based actions that benefit the entire population; and targeted interven-
tions of which the benefits go directly to poor people.

The objective of this chapter is to provide an understanding—and a
number of examples—of project approaches, their characteristics,
whether and how they “target” the poor or development in a broader
sense, and advantages, disadvantages, and critiques of these approaches.
While the distinction between projects and programs is crucial for



Development Projects 93

understanding approaches to international development, it is also im-
portant to emphasize that donor agencies normally use a combination
of different approaches.

Project Management

A project approach involves a focus on a specific area of intervention for
donor involvement. It targets the use of funds for specific activities for
which objectives and outputs, and the inputs required to achieve them,
have been defined. Aid projects are defined as specific and distinct ac-
tivities with concrete outputs. Goals, results, and measurements of suc-
cess are specific to the project. Activities include tangible objectives,
like building schools, water tanks, or roads. They can also consist of
“gap filling,” that is, delivering technical expertise, skills, or “capacity
development” more generally.

Projects have a clear, distinct, and time-bound rationale, which is of-
ten described in a project cycle that moves from identification through
implementation to evaluation (see Figure 4–1).

Evaluation

Project
completion

Supervision
and

monitoring

Implementation

Appraisal
and

approval

Project identification
and preparation

Aid agency’s
strategy

Figure 4–1. The Project Cycle
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In the 1970s and 1980s, with aid agencies becoming increasingly pro-
fessional, it became common to describe and report project objectives
in the forms of Logical Frameworks, or LogFrames. The LogFrame,
now a common management tool, is used to improve the design of in-
terventions. It usually consists of a matrix, typically four-by-four. In the
rows it describes (from bottom to top): inputs, outputs, outcomes, and
impacts (the development goal). The four columns describe objectives,
measurement indicators, ways of measuring these, and the assumptions
or conditions that may influence success and failure. The systematic
approach in the LogFrame is meant to facilitate planning, execution,
and evaluation of a project, with periodic reviews measuring performance
against a specific level of the LogFrame. The LogFrame, however, has
been criticized for its mechanistic character, for not allowing adequate
description of complex policy processes and indirect consequences, and
for neglecting personal relationships, cultural sensitivity, and potential
conflicts.2

Though international agencies have emphasized the need for projects
to be “owned” and implemented by local agencies—government or oth-
erwise—in practice the form of management has varied a great deal. At
one end of the spectrum are special implementing agencies, often with
international personnel; they have been responsible for the direct man-
agement of projects. At the other end are projects undertaken by gov-
ernment or other local agencies; the role of international staff is re-
stricted to supervision and evaluation.

Technical Cooperation and Capacity Development

Technical assistance or technical cooperation, which forms approximately
one-quarter of total ODA, has come under heavy criticism. It is a project
approach but also usually part of program approaches (discussed in the
next chapter). While most agencies see technical cooperation as an inte-
gral part of their work, Germany has set up a separate but government-
owned agency for technical cooperation, GTZ. Consultants and NGOs
often play a key role in the delivery of this form of support.

Technical cooperation focuses on strengthening capacity to promote
development rather than simply providing money or other benefits to
poor people. DAC defines capacity development as follows: “Capacity
development can be understood as a process whereby people, organi-
zations and society as a whole strengthen, create, adapt and maintain
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capacity over time. Promoting capacity development refers to what out-
side agencies do to facilitate or catalyze capacity development. Not all
TC or TA . . . in donor statistics is capacity development, and there are
other parts of aid that do qualify as capacity development” (OECD DAC
2006, 9).

Technical cooperation focuses on the transfer of knowledge and skills,
which can be technical, economic, organizational, or other. It aims to
strengthen capacities of organizations, and individuals, for development
and poverty reduction. Such cooperation can be directly with civil soci-
ety or grassroots organizations, promoting livelihoods or enhancing the
status of women, for example, or organizing and training communities
of poor people. But a great deal of technical cooperation is less directly
related to working with poor communities. For example, donors have
supported reform of and strengthening of capacity of finance ministries
(through secondment and technical training), of offices of personnel or
human resources, and of public utilities responsible for infrastructure
(see Box 4–1).

Infrastructure Projects

Infrastructure projects, the model of the early aid industry, are still key
to early phases of reconstruction efforts after disasters. Infrastructure
was, and still is, a key constraint to “kick starting” economies. Infra-
structure projects are ideally suited for large-scale investments, with dis-
tinct outcomes and relatively easily calculated rates of return; despite
risks and long pay-off periods, they have attracted increasing amounts
of foreign capital. In the initial period programs focused on large in-
vestments for state-owned enterprises. Currently, most of the aid for
physical infrastructure (transport, communication, energy) has been
provided by Japan, the United States, the EC, the World Bank, and
more recently, China.

Infrastructure projects may be large or small. Large infrastructure
projects include the World Bank’s highway projects in Morocco, where
donor support gradually moved toward programs constructing and im-
proving thousands of miles of roads.3 While overall donor funding for
infrastructure has decreased, infrastructure and transport have remained
among the largest sectors within the World Bank (perhaps 15 percent of
all lending, with 20 percent of that in Africa). The work on highways
has been celebrated as a development success.4 For international donors
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Box 4–1. Technical Assistance for Electricity Industry,
Orissa, India

In the first half of the 1990s the government of Orissa, with sup-
port from the World Bank and techical assistance grants from DFID,
took the initiative to reform its electricity industry. Objectives of
the reform included reducing the industry’s enormous losses; ra-
tionalizing the generation and supply of electricity; enhancing
the industry’s competitiveness and the participation of private
entrepreneurs and investment; and improving the quality of ser-
vices. When DFID’s overarching focus became poverty, this tech-
nical assistance specified a development and poverty-reduction
objective: with the pre-reform losses it would be difficult for the
government to have any policies benefiting the poor, and better
electricity provisions would benefit the entire population, includ-
ing the poor.

Substantial amounts of money were spent on consultancy, both
local and “highly rated consulting firms of international repute.”
This form of technical assistance was thought essential to prepare
the blue-print reform (Orissa was among the first states to under-
take this) and to develop systems of operation management, fi-
nancial control, and contract management. Official government
reports and various external critiques have emphasized that the
utilities were unable to absorb the advice fully, and remained
dependent on the international consultants, thus possibly weak-
ening rather than strengthening the organizations themselves.
Source: Orissa Electricity Regulatory Commission at www.orierc.orgdfidweb
.dfid.gov.uk/prismdocs/ARCHIVE/INDIA/518064l1.doc.

it is not merely about roads but a precondition for poverty reduction
and economic growth. Much of the infrastructure supported by donors
has been in smaller projects. Increasing emphasis has been put on vil-
lage roads, because these are more directly relevant for the poor and
because they tend to receive less emphasis in existing national govern-
ment programs. In these smaller-scale infrastructure projects, commu-
nity participation tends to receive greater emphasis.
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Failure in infrastructure projects also became a key focus of the cri-
tiques of international development. Large failed projects—wide roads
that are not used, inappropriate blue-print approaches, and lack of main-
tenance—have contributed to this image. Support for building dams
has been heavily criticized by NGOs, leading to a withdrawal from these
forms of funding. According to the critiques, infrastructure symbolizes
lack of attention to the poor—and even the “anti-poor” nature of devel-
opment. With the onset of the debt crisis, moreover, long-term invest-
ment suffered because of the expense of repaying countries’ debt. With
the 1980s focus on markets, the failure of state and public-sector units
to build and run utilities was increasingly highlighted.

Over time, while donors have continued to pay attention to smaller
and community-based forms of infrastructure, for larger infrastructure
projects the private sector has become more important. Growing
amounts of private foreign capital has come to finance infrastructure
projects. And the models of delivery of infrastructure projects has
changed, moving away from government-managed projects toward more
private-sector participation and so-called public-private partnerships,
and with the IFC playing an increasingly important role.

While infrastructure provision often has been criticized for being the
preserve of engineers, with planners focusing on technical goals and
operational efficiency, over time approaches have become more sensi-
tive to questions of economic development, poverty reduction (with much
analysis highlighting the importance of, for example, roads as a precon-
dition to escape poverty), and to the need to adapt approaches to differ-
ent conditions in developing countries. Increasing attention is being
paid to the demand for infrastructure, willingness to contribute, and
decentralization in implementation and management of infrastructure—
though the critique that the infrastructure provided does not benefit
the poor remains. The emphasis during the 1980s on privatization was
succeeded by new thinking about and introduction of new forms of
ownership and financing of infrastructure provision.

The “aid fatigue” of the 1980s and 1990s hit the infrastructure sector
particularly hard. Infrastructure ODA for low-income countries has
declined in relative terms—in the case of Sub-Saharan Africa from 29
percent of ODA in the first half of the 1990s to 19 percent between
2000 and 2004.5 The urge toward privatization of government services
and cost recovery was indirectly responsible. As described by Kessler
(2005), while privatization in many places has been and still is disputed,
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a key problem has been that the expected private finance has not been
forthcoming, particularly in the water sector.

More recently, the aid industry has renewed its attention to infra-
structure. There have been a number of reasons for this. Recipient coun-
tries have started to focus more on the need for infrastructure, particu-
larly in Africa where investments have suffered most as a result of the
debt crisis. Organizations like the World Bank have come to realize that
they continue to need the large projects, with relatively predictable dis-
bursements. Recently, China, India, and the Gulf nations have been rap-
idly increasing their funding in infrastructure in Africa.

From Integrated Rural Development
to Sustainable Livelihoods

Approaches to rural development have been as diverse as any of the
other development fields. An IFPRI article in 1997 identified nine dif-
ferent agricultural paradigms since the 1960s: commercialization via cash
cropping, community development, basic human needs, regional inte-
gration 1 (national food self-sufficiency), regional integration 2 (Food
First), structural adjustment 1 (demand management), structural adjust-
ment 2 (growth with equity), supply shifters, and sustainable develop-
ment (Delgado 1997). Since then, DFID, for example, witnessed the
rapid rise and subsequent decline in popularity of the sustainable-liveli-
hoods approach followed by renewed attention to agriculture as part of
a broader economic growth agenda. This section focuses on two of the
major project approaches: integrated rural development and sustainable
rural livelihoods.

Approaches to rural development were informed by the experience
of the Green Revolution. Between the mid-1960s and the mid-1970s
agriculture in parts of Asia and South America rapidly modernized. The
period witnessed massive adoptions of improved cereals, mainly wheat
and rice, and of improved crop technologies, including use of fertilizers,
irrigation, and management practices. Asian countries doubled their rice
production per capita per year. Yet despite successes in increasing food
supply, Green Revolution progress did not necessarily translate into
benefits for the poor. It was the better-off strata of rural society that
gained access to better incomes generated by the introduction of tech-
nology. Women often lost job opportunities as a result of moderniza-
tion. In addition, the Green Revolution has been criticized for reduced
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genetic diversity, increased vulnerability to pests, soil erosion, and water
shortages, among other things.6

During the 1970s the goals of equity and poverty alleviation entered
explicitly into thinking on agriculture, which previously had focused on
commercialization that benefited both poor and rich. Under McNamara,
the World Bank became especially concerned with poor farmers and
started an approach that aimed to address their multiple problems si-
multaneously. That approach was called integrated rural development
(IRD).

IRD highlighted rural poverty as a part of wider socioeconomic de-
velopment, and as the result of limited access to resources. It defined
the development problem as integrated and multisectoral, highlighting
the multiple functions of agriculture in the development process and
the need for simultaneous development in different sectors and areas,
for example, technology, training, research, and marketing. IRD projects
often addressed issues of rural food production and distribution, nutri-
tion, health, child welfare, and off-farm employment opportunities and
rural enterprise initiatives. Planning units to coordinate multisectoral
projects were set up in core ministries, often linked to a national board.
NGOs started to play an increasingly important role, but planning tended
to have a strong top-down character.

Within a decade the approach was considered a failure, partly be-
cause emerging financial crises challenged its potential. The institutions
created under the projects were often very complex, and coordination
was both difficult and time consuming. Expectations regarding plan-
ning capacity were overly optimistic, and the need and potential for
local planning underestimated—issues that also became core to partici-
patory approaches developed later.

The sustainable-livelihoods approach that emerged in DFID, UNDP,
IFAD, and OXFAM was portrayed by some as a radical departure of
past practices, while others have described it as a revitalized version of
the IRD approaches of the 1970s. The term livelihood was made popular
by the Advisory Panel of the World Commission on Environment and
Development, and subsequently by Chambers and Conway in a 1992
paper. Livelihood was defined as people’s capabilities, social and material
assets, and activities needed to make a living. Sustainability, a key addi-
tion, was defined as the capacity to cope with and recover from shocks
while maintaining capabilities and assets as well as the natural resource
base. This was presented as a new approach to analyzing rural life and
poverty, which put people at the center of development.
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The sustainable-livelihoods approach, like IRD, focuses on
multisectoral and integrated development. It emphasizes that the poor
derive their livelihoods from many sectors, jobs, and other sources of
income. Therefore, standard approaches to labor markets or focusing
on specific sectors were thought to be inadequate, particularly in most
marginalized areas. The sustainable-livelihoods approach emphasizes
the diversity of rural households’ strategies, including not only agricul-
tural production but also diversification and migration. A sustainable-
livelihoods approach focuses not only on poverty and deprivation but
also on poor people’s resources and assets. An “asset pentagon” shows
this multi-dimensionality of people’s livelihoods and the relationship
among their assets (see Figure 4–2).

Figure 4–2. Livelihoods Framework: Assets

Poor
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Social
capital

Physical
capital

Financial
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Source: Adapted from www.livelihoods.org (originally designed by Scoones
1998).

The sustainable-livelihoods framework built on lessons from poverty
analysis, which over time had come to emphasize the multi-dimensional-
ity of poverty and issues of vulnerability (people’s situations are not static,
people move in and out of poverty, and slightly better-off people also
can be at risk of losing their income). Moreover, in a new wave of em-
phasis on participation, and following in particular work by Robert Cham-
bers and Gordon Conway (1992) at IDS Sussex that reflected on past
problems caused by, among other things, paternalism of development
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professionals, it put participation and empowerment at the center of
this development approach. The sustainable-livelihoods approach thus
aims to work across a range of sectors, as most governments and donor
agencies tend to work along sectoral lines. In the case of the project in
China described in Box 4–2, project priorities as defined through a par-
ticipatory approach include a wide range of services and therefore re-
quire the cooperation of and counterpart funding by the different line
agencies involved.

Following from the focus on participation, but in practice much less
developed, the sustainable-livelihoods approach also highlights the im-
portance of policy dimensions. This was also partly a response to the
critique that technical project approaches paid little attention to the policy
environment in which they functioned. The framework thus stressed
the importance of strengthening policies and institutions—at the local
level through direct participatory processes, but also at higher levels of
policy formulation and implementation—for enhancing poor people’s
livelihood options.

The sustainable-livelihoods approach also has come under criticism.
In agencies like DFID, where the approach was seen as a major priority
for a few years, attention shifted to other issues, in fact away from agri-
culture all together. The 2008 World Development Report, Agriculture for
Development, for example, did not mention the approach. The sustain-
able-livelihoods approach has been criticized for its ambition to work
across a range of sectors. In the project in China ensuring cooperation
from the many different line agencies involved and ensuring that the
program matches the participatory plans developed have continued to
be challenging. Finally, some have argued that a focus on agricultural
productivity must be maintained in situations where food insecurity pre-
vails.

Microfinance

Since the 1980s microfinance has become a widely praised instrument
of the aid industry. Its development was based on the understanding
that regular financial systems in many countries failed to provide finan-
cial services to the poor. In the 1960s many countries experimented with
massive subsidies and credit, but in the 1980s this approach was heavily
criticized. In the early 1980s the now-world-famous Grameen Bank in
Bangladesh started with a group-based lending approach, subsequently
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Box 4–2. Poor Rural Development Communities Project,
China

Since 2005 the World Bank and DFID have jointly provided sup-
port to the Chinese government for a rural development project
in eighteen counties in three of its poorest provinces (Sichuan,
Guanxi, and Yunnan). This is the fourth in a series of World Bank
poverty projects in China that has generally been considered very
successful. The objective of the project is to improve security of
livelihood for the poorest people and to encourage their partici-
pation in project design, implementation, monitoring, and evalu-
ation. The funding is provided through a World Bank loan (US$100
million), a DFID grant (US$32 million, which reduces the interest
rate of the loan), and counterpart funding from the Chinese gov-
ernment as well as project beneficiaries (US$42 million).

By 2005 China was no longer among the poorest countries.
But, it was argued in the project document, the number of poor
people in resource-poor areas was still very large, forming a large
proportion of the world’s poor, and to address this required inno-
vative development approaches. The approach had the following
main components:

• A participatory approach, through involvement of poor people
in all stages of the project, and through increased involve-
ment of NGOs. International assistance is critical in promot-
ing such approaches in China.

• The project is targeted to China’s poorest population, those
who live in remote and mountainous areas and often belong
to ethnic minorities.

• It is a multisectoral project, providing access to education
and health in the poorest areas as well as improvements in
infrastructure and diverse forms of agriculture. The project is
based on a belief that focusing on one sector alone fails to
address the needs of the poor, which are multisectoral, as
highlighted in the participatory analyses.

• The project has a substantial financial allocation and technical
inputs for capacity building in order to improve management

Continued on page 103
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adopted by many microfinance institutions around the world, including
some OECD countries. The number of studies on the subject and as-
sessments of the effectiveness of such projects and institutions grew ex-
ponentially.

Microfinance programs target finance to poor people. Small and eas-
ily accessible loans are very important to fund new economic activities
or to provide support during crises. Because the loans are small, it is
unlikely that the rich will capture program benefits, which makes
microfinance an effective anti-poverty investment (it avoids the so-called
leakage problem). Grameen provides credit to groups of women with
little or no land. Staff members who have gone through extensive train-
ing assess households’ wealth through visual indicators like housing
quality and other assets. This is a quick and fairly reliable mechanism,
allowing a rapid increase in program coverage in contexts where little
information about income exists. In many programs loans are provided
to groups instead of individuals. In the absence of collateral, the groups
are jointly liable for the loan; this is key to keeping up repayment rates.7

The assessment of how well these services have been targeted has
been a major policy and analytical question. In the case of Bangladesh
lack of land is regarded as a “proxy” for poverty; the quick assessment
done by Grameen bank staff is generally a good indicator of the overall
wealth of the household. In other cases, like the small-farm-loan project
in Thailand in the mid-1980s, finance was targeted to villages that had
been identified as poor. In Indian states village councils identified poor
household eligible for loans. However, even in the celebrated Grameen
case, targeting errors occur. The literature distinguishes two kinds of
such errors: “inclusion error,” which implies that people who are not
poor get benefits (in the case of Grameen, for example, people without

capabilities of government staff and to promote the use of a
participatory approach.

• While directly benefiting large numbers of poor households
in the eighteen poor counties, the project also aims to influ-
ence the government of China’s broader poverty strategy.
The government has had a very proactive strategy in using
such projects as part of its economic development programs
and reforms, including strengthening management capaci-
ties to international standards.
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land who are not poor), and “exclusion error,” which means that people
who are poor do not get benefits (for example, people with a little land
who are still poor).

These schemes have had enormous success and are regarded as both
an effective and sustainable way to provide poorer households with loans.
The approach is sustainable because the repaid loans can be used to
expand services and increase coverage to larger populations. Indeed,
successful programs like Grameen’s have shown very high rates of re-
payment, unlike earlier state-led approaches with little emphasis on or
success in repayment rates.

Such programs have also met with criticism. There are reasons why
the poorest may be excluded, either by project staff‘ or the groups them-
selves, particularly if there is high pressure for repayment. And some
studies have pointed at possible negative social consequences. For ex-
ample, Grameen borrowers have to sit on the floor, chant slogans, and
so on, which can be stigmatizing. While group formation may enhance
the “social capital” of its members, failing to repay loans may damage
social connections. There has been a lively debate about whether pro-
viding loans to women empowers them or creates further tensions within
the household. Perhaps the most important question is whether the loans
have a sustainable impact on income or well-being. Can the poorest
people actually use loans for economic investment? Many loans are used
for consumables, and new small enterprises often fail. Concluding that
microfinance lifts large numbers of people out of poverty may be too
optimistic, but overall the approach has proven very successful.

Social Funds

As described in Chapter 2, throughout its history the World Bank has
emphasized poverty reduction, though it was only in the 1990s that pov-
erty became an overarching objective. During the 1980s, when economic
stabilization and adjustment were the core concerns, the World Bank
started to look for ways in which the impact of economic crises could be
ameliorated, focusing on people directly affected by these crises. The
“social funds” approach emerged and has continued to expand. It also
has been adopted by regional development banks and often has been
co-financed by other donors. In 2000, social funds existed in over fifty
countries, with the World Bank and the IADB the largest funders. World
Bank financing was estimated at about US$3.5 billion from 2001 to 2005,
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with government and donor co-financing total expenditure amounting
to almost US$9 billion. Though social funds have remained a small part
of social security activities in most countries, they are a significant part
of the government budget in a number of countries.

The first funds emerged in the late 1980s as emergency measures to
alleviate the direct effects of structural adjustment and economic shocks.
The Emergency Social Fund in Bolivia aimed to address the social costs
of adjustment, particularly the unemployment of miners laid off after
the collapse of tin prices and the closing of state-run mines. The Pro-
gram of Action to Mitigate the Social Cost of Adjustment in Ghana and
the Program to Alleviate Poverty and Social Costs of Adjustment in
Uganda were set up in a similar vein. Social funds have been less impor-
tant in Asia, but social-fund support was given to the District Poverty
Initiative Project in India. In Thailand a social fund was created to es-
tablish a new economy after the 1997 crisis, and Indonesian agencies
share many operational characteristics with social funds.

Social funds are provided as a regular loan to countries, usually co-
financed with a contribution from the recipient, and sometimes with
additional grant funding. Social funds are primarily an intermediary that
channels resources to small-scale projects for poor and vulnerable groups.
The funds appraise, finance, and supervise implementation of small
projects—but do not implement them. They operate institutionally and
organizationally distinct from government sectoral policies and services.
Organizational setup varies, from autonomous agencies outside regular
government bureaucracies to locations within a ministry or office of the
president, or within the finance ministry, but with a substantial degree
of independence. The central administrative entity disburses funds to
intermediary organizations including local government, private firms,
and NGOs. Many funds set up procedures that aim to overcome the
problems of time-consuming, bureaucratic, and poorly administered
procedures associated with the public sector. They recruit staff at higher
rates than civil service standards—as civil-service pay scales are too low
to attract the best professionals—and sometimes on performance con-
tracts. They aim to avoid complex disbursement and procurement pro-
cedures, and funds are given great control over their budgetary proce-
dures.

The funds respond to demand from local groups, usually within a set
menu of eligible and ineligible projects. Social funds are intended to
take quick and targeted actions to reach poor and vulnerable groups.
They aim to be “demand led.” They stimulate participatory development
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initiatives by providing small-scale financing to local NGOs, commu-
nity groups, small firms, and entrepreneurs and also provide pre-invest-
ments to promote broad-based participation. Beneficiary co-financing
is central in order to ensure that projects respond to demand and are
likely to be sustained after project funding comes to an end. Social funds
have experimented with a range of community contracting models.

There is much diversity in social funds supported by donors. They
have been set up in the poorest countries and in former communist
countries marked by crises of social security systems. They balance
multiple objectives, with much variation in the kinds of activities they
can support, and a range of different institutions has evolved. Over time,
the emphasis has shifted from short-term emergency relief toward more
general development programs. In line with an evolving World Bank
social-protection strategy, social funds have moved from a focus on cop-
ing with risk to a more aggressive strategy dealing with risk mitigation
and risk reduction, and with longer-term objectives. Social funds have
come to pay more attention to popular participation and have become a
main instrument for facilitating Community Driven Development
(CDD) (see Chapter 7).

Social funds have been praised for their rapid disbursement, flexibil-
ity, and ability to respond to demand from poor communities.8 Of course,
impact and project quality have varied: beneficiary-executed projects
were found to benefit from broad participation in project definition and
meet the perceived needs of the community; private organizations and
NGOs scored less well, usually because of project complexity and lack
of continuity and capacity; while interventions through line ministries
have tended to lack participatory practices and the resources to super-
vise interventions and work closely with beneficiaries.

Another concern about social funds is related to the potential con-
flicts between efficiency goals and the need for time-consuming and
costly processes of community ownership and decision making. There
are potential tradeoffs among reaching the poor and demand-led ap-
proaches, the varying interests involved, and the need to enhance the
capacities of communities to participate. Only a small proportion of the
funds could be categorized as really demand oriented, and reviews have
raised questions regarding the adequacy of the methodology to formu-
late community needs. Social funds—as with other forms of support
provided to communities (Gaspart and Platteau 2006)—can even in-
crease corruption.
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Finally, social funds tend to create new structures rather than work-
ing to reform existing government institutions; they react, often driven
by donors, to the slowness of public-sector reform. There is evidence of
negative effects of social funds on other national and local policy and
public-sector institutions. Setting up a parallel system, with conditions
for staff much better than those in mainstream public institutions, may
harm the morale and efficiency of government staff elsewhere, while—
some argue—support should focus on tackling tough issues regarding
transparent and accountable government structures. Phasing out or in-
tegrating of social funds into existing structures also does not seem to
be a focus at planning stages. Finally, establishing funds may displace
other sources of funding. As with other projects, social funds suffer from
so-called fungibility, the risk that ministries reduce their allocations to
areas that are targeted by social funds.

Critique of Project Approaches

Projects thus have come a long way from their origins in the late-colo-
nial period and the early infrastructure projects of the period, in which
the emphasis was on “kick starting” economies of the former colonial
countries and overcoming the savings’ gap through straightforward and
visible projects. During the 1980s countries’ financial crises made many
of the projects financially unsustainable, but even before that a serious
critique of project approaches had emerged (Mosley and Eeckhout 2000).
The list of perceived problems with projects is long; the following pre-
sents half a dozen often interrelated issues.

First, development projects can undermine local ownership. The aid
industry rapidly discovered that demands for projects were not easily or
quickly forthcoming, and the entrepreneurs of the industry had incen-
tives to go out and design projects rather than sit back, and donor coun-
tries often had economic interests in supplying certain goods. There are
many stories about highly inappropriate projects, but even in the better
cases, local ownership can be limited. And certainly where grants rather
than loans are involved, recipients do not have strong reasons to say no
to offers of aid.

Sustainability is a second concern, directly related to the question of
ownership. Many infrastructure projects have had a bad record of main-
tenance. Technical cooperation does not have a strong record in many
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places (and therefore became unpopular during the 1990s, often be-
cause the broader environments needed to sustain improvements do not
exist.

Third, aid projects have imposed large burdens on recipient govern-
ments, particularly aid-dependent countries, but even the Indian gov-
ernment—for whom aid is only a small proportion of government bud-
gets and administrative capacity—has limited the total number of donors.
Each project comes with its own reporting requirements. Aid projects,
usually offering better conditions, often attract better-skilled people from
government services.

Fourth, projects and technical assistance have often become isolated
islands of excellence. With a strong focus on project outputs, donor
projects have contributed little to broader government strategies. Project
managers cannot be held accountable for changes at policy levels above
the direct project, and evaluations usually do not address the wider en-
vironment (even though project documents often state aims to that ef-
fect). As we saw in the description of social funds, aid projects tend to
create parallel structures and increase administrative burdens.

Fifth, projects suffer from fungibility of funding. Aid to particular
projects or sectors may lead governments to reduce their own contribu-
tions to these areas. Unless aid agencies have insight into government
planning and budgeting procedures, this is difficult to ascertain.9

Sixth, projects often are not only a heavy burden on governments,
failing to contribute to wider development planning, but in some cases
also may actively undermine government policy. In countries heavily
dependent on foreign aid, projects can undermine resource planning.
Budgets of many countries receiving aid show, for example, large year-
to-year fluctuations in spending on sectors that receive substantial aid.
Projects can undermine local accountability; for example, elected lead-
ers can attract voters because of impressive new bridges or schools.

Not all projects, of course, suffer from all or even some of these prob-
lems. Many of these issues have been addressed by newer generations of
projects. In the case of larger countries, with aid flows that are small
relative to total country or government resources, projects can continue
to prevail, often successfully and often with a focus on innovation.10 Many
of the problems also pertain to the newer instrument of the aid industry,
the program approach, which is described in the next chapter. It is clear
that the success of projects probably depends at least as much on the
broader policy environment than on the project design itself. This leads
to the paradox that aid projects are less likely to succeed in places where
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they are most needed and with weak governance than in places where
they are many poor people with governments that have the capacity and
are committed to development and poverty reduction.

Conclusion

Project approaches have been much criticized since the 1970s or 1980s,
for a variety of reasons, including lack of ownership and the need for a
broader environment that would enable the success of projects, which
often remained islands of excellence. Yet development projects have been
and continue to be the bread and butter of the aid industry, despite
changes toward program approaches. The World Bank continues to fund
projects, including major ones in the infrastructure sector, along with
other forms of lending. This partly suits its own incentive to maintain
stable and high levels of lending, informed by the idea that lending needs
to provide benefits more directly than can be shown through support-
ing government budgets. The bilateral agencies that have forcefully ar-
gued for changes away from project approaches also continue to fund
projects, and the new agents within the aid industry have continued to
expand numbers of projects.

Projects suit the aid industry very well, with its disbursement pres-
sures, need to show results, potential to be flexible and demand driven,
and potential for innovation. But they also can fulfill very important
needs in recipient countries. In the end, it is probably the ways in which
individual projects are supported, both in terms of quality and owner-
ship by recipients, rather than a project per se that determines whether
a project is a success or not.
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5

Hard-nosed Development:
Reforms, Adjustment, Governance

During the 1970s the aid industry increasingly made poverty reduction
part of its core business. But a number of developments challenged this.
Financial sustainability became an increasing concern, first gradually,
but dramatically so after the second oil crisis. This led to an emphasis
on economic reforms and structural adjustment, which gave at least a
part of the aid industry a very bad reputation and the 1980s the title
“lost development decade,” but this in turn led to new development
approaches. Theories on development moved from Washington to post–
Washington Consensus, as we saw in Chapter 3. In this and the next
chapter we focus on the accompanying changes in the practices of the
aid industry.

The term structural adjustment raises more heated debate than prob-
ably any other term in international development language. The first
section provides a very brief overview of what structural adjustment
means, where it originated, and of the main elements of the critique
directed at this approach, which came to dominate the 1980s. While
there are good reasons to disagree with the fiercest criticism—related to
the necessity of adjustment, and whether it has caused poverty—this
section concludes that differences in views are likely to remain. Un-
doubtedly, the critique of adjustment exerted considerable influence on
newer approaches.

The second section focuses on two sets of related problems that ac-
companied adjustment. First, under adjustment, aid agencies—particu-
larly but not only the IMF and the World Bank—imposed conditionali-
ties—conditions for policy or administrative changes, such as establishing
financial stability—that had to be implemented before loans or grants
were given. Increasingly, this was seen as undesirable and alternatives
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were proposed. Second, the focus on restoring economic growth had
relatively little success, and for the aid agencies it became increasingly
clear that economic growth required good governance and a wide array
of government functions and capacities, such as tax policies, civil ser-
vice, and public enterprise reform. These are complex processes, and
aid agencies came up with long lists of prescriptions; implementing them
is a continuing challenge. Moreover, the focus on governance made it
increasingly clear that development, and hence providing aid, is a politi-
cal process. Recently aid agencies have started to develop approaches
that try to incorporate this understanding. The resulting dilemmas sug-
gest that the questions that were highlighted with the use of condition-
alities continue to influence the workings of the aid industry.

The problems that emerged with structural adjustment, combined
with the critique of the projects approach of the aid industry, resulted in
a move toward program and sector approaches, which are described in
the third section of this chapter. Projects focus on “one off” and clearly
traceable support to countries’ development; program aid, reforms, and
sector-wide approaches focus on the broader administrative and policy
systems of the recipients of aid. While the principles of these newer
approaches are sound, progress in implementation has remained lim-
ited, and despite commitments to increase funding using program ap-
proaches, project funding continues to prevail.

Structural Adjustment Lending

Structural adjustment was a response to debt crises that emerged after
the oil crises of the 1970s. Brazil, Mexico, and Poland were among the
countries that fairly suddenly were unable to service their debts. The
IMF—because of its mandate to ensure global financial stability—and
the World Bank became the key agents in addressing the so-called debt
crisis, and the response received widespread attention because of its fo-
cus in poor countries on reducing government expenditure, reducing
state intervention, and promoting liberalization.

Structural adjustment has been applied as a simple term in the cri-
tiques of the aid industry, in particular of the World Bank and the IMF.
But it consists of multiple objectives and instruments. It has involved
not only the IMF and the World Bank but also some of the bilateral
agencies. The subjects of adjustment are usually countries’ governments,
though in the case of India the World Bank worked directly with state
governments, which have a fairly large degree of fiscal policy autonomy.
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Structural adjustment has characterized policy changes in the North as
much as the South. The discussion here focuses on how the aid industry
approached adjustment and the impact on the recipients of aid.

Structural adjustment programs (SAPs) consist of two main sets of
measures.1 The first is stabilization: immediate and short-term steps to
address countries’ internal fiscal and external balance-of-payments cri-
ses. Recommendations typically included:

• Devaluation of the currency, so imports are reduced and exports
become cheaper and more competitive.

• A civil-service and public-sector wage freeze and reduction of the
government’s salary bill in order to address government expendi-
ture and inflation.

• Reductions in the subsidies of public services and products, such
as food and other basic commodities, health and education, and
pensions, in order to reduce government expenditure.

The second main set of measures is called adjustment measures. These
are meant to follow a phase of stabilization and designed to enhance
government efficiency, economic growth, and competitiveness in the
medium to long run. SAPs often include the following measures:

• Civil-service downsizing (reducing the number of civil servants).
This is usually combined with attempts to reform the civil service
and public sector in order to increase efficiency and, for example,
improve recruitment and promotion procedures.

• Economic liberalization to enhance economic efficiency by reduc-
ing and streamlining regulation, liberalizing prices, reducing ex-
plicit and implicit subsidies, reducing taxes on productive activi-
ties, promoting privatization, and minimizing the importance of
state monopolies.

• Export promotion is considered key to addressing debt crises as
well as promoting economic competitiveness. Recommended mea-
sures include reducing constraints in obtaining foreign exchange
and promotion of diversification, usually away from a focus on
agricultural goods for which prices had been declining.

Over time, SAPs have been adapted a great deal. The distinction be-
tween stabilization and longer-term economic development was made
clearer, resulting in a separate mechanism to fund activities for economic
recovery: the Enhanced Structural Adjustment Facility (ESAF). While
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initially a blueprint approach, over time local circumstances came to
feature more in SAPs. Aid agencies have greatly increased their country
knowledge, presence, and technical capacity commensurate with the wide
range of areas implied in SAPs. They have built up close relationships
with country governments, and—as the case of Uganda described in
Box 5–1—tried to convince external audiences that there would be good
cooperation. Along with financial assistance, aid agencies provided tech-
nical support and assisted governments in building the capacity for eco-
nomic and financial management (for example, through long-term as-
sistance to financial-systems reforms or secondments to finance
ministries). Box 5–2 provides an example of such a loan, the Orissa Socio-
Economic Development Program, provided by the World Bank in 2004
after many years of preparation, and with initial collaboration by DFID.
This is not a typical example of adjustment. India’s conditions are very
different from those in many African countries, and the loan was pro-
vided to a state rather than a country, relying heavily on fiscal reforms
agreements between Orissa and the Centre, but it does illustrate the
main aspects of this aid approach.

Box 5–1. Uganda, the Showcase of Adjustment

Uganda is often held up to show the beneficial effects of struc-
tural adjustment and positive relationships with the aid industry.
James Wolfensohn and other donors worked very closely with its
government, led by President Museveni. Many of the new aid
modalities were piloted and successful in Uganda. Indeed, dur-
ing the 1990s Uganda, after it emerged from dictatorship and civil
war, achieved significant economic growth (including growth in
agriculture) and poverty reduction. Aid dependency was reduced.
Reforms had much local “ownership,” though critics have pointed
out that this facet has remained fragile.

There was a clear intention to communicate that the relation-
ship was working, as both the World Bank and the Ugandan gov-
ernment gave Peter Chappell permission and unprecedented
access to film Our Friends at the Bank (First Run/Icarus Films),
which emphasizes the close relationship between the two, de-
spite difficult discussions about military spending to fight an in-
surgent movement.



Box 5–2. Orissa Socio-Economic Development Loan Project

The Orissa Socio-Economic Development Loan Project was the
first in a series of projects to support the medium-term program
for the socioeconomic development of Orissa, not only India’s
poorest state but also probably the one with the most severe fiscal
stress. Salaries of government employees alone outstripped its
revenue. The loan was provided by the World Bank, and initially
DFID contributed a separate grant (before the Indian government
decided it did not want grants for adjustment purposes).

The project aimed to stabilize the fiscal situation and to intro-
duce growth-enabling reforms, reinforcing government initiatives
to accelerate economic growth and to improve public-service
delivery to reduce poverty. Expected benefits included:

• more rapid economic growth;
• improved fiscal performance and reduction of public-sector

borrowing; and
• enhanced quality of governance and service delivery.

Two overarching policy documents were scheduled to be pro-
duced: one on poverty reduction by the newly established Pov-
erty Task Force, and a Vision 2020.

The Orissa program was thought to entail significant risks: imple-
mentation of the reform program could be slower than planned
because of institutional capacity constraints; opposition by pow-
erful interests could slow down the pace of reform; non-adher-
ence to the targets set in the Medium-term Fiscal Reform
Framework could derail Orissa’s adjustment path. However, sev-
eral factors contributed to a mitigation of these risks: government
had already implemented up-front actions, laying the foundation
for subsequent reforms; and the World Bank ensured that signifi-
cant technical assistance was available, to follow through on the
reform measures supported by the operation, while close atten-
tion was also paid to sequencing reforms.

The contents of the program were presented in a policy matrix, a
part of the project appraisal document. This matrix shows the large
number of policy actions or reforms required for disbursement of

Continued on page 116
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funds, including the creation or strengthening of systems to moni-
tor outcomes, and an emphasis on strengthening communication
about the reforms to the Orissa public. This list was the outcome
of long discussions; preparation of the project took several years.
Some policy areas were subject also to separate collaboration with
the World Bank and others. Which items to include were often
subject to heated discussion, and it was commonly argued that
the list of policy actions was too long and that the project should
focus on core areas of fiscal adjustment and governance reforms.

The policy matrix highlights the gradual approach to reforms.
Some reforms had already begun and are still continuing, such as
power-sector reform, which had received donor funding for many
years. Many of the actions consisted of drafting plans, policies,
legislation, and research proposals (such as tracking government
expenditure). Some were more concrete actions (such as increased
prosecution of cases of corruption). And a few highlighted spe-
cific outcomes of these policy actions (for example, price realiza-
tion).

It is important to highlight here how radical a departure SAPs were
from previous project approaches. They greatly enhanced the role of
the IMF—which was set up as and continues to be a global financial
rather than an aid institution—in the affairs of the poorest countries.
Because of this new emphasis, governments lost a great deal of autonomy
in managing their public policies, particularly in financial planning.

Aid in this form, particularly from the IMF and the World Bank,
comes with conditionalities. “[A] conditionality consist of actions, or prom-
ises of actions, made by recipient governments only at the insistence of
aid providers; measures that would not otherwise be undertaken, or not
within the time frame desired by the providers” (Killick 2002, 481).
Donors justify the use of conditionalities because they are purported to
improve economic policy, economic growth, and ability to repay debts.
Conditionalities in policy-based lending do not follow a standard blue-
print but differ by type of country. In “better performing” countries
they focus on financial stability, financial sector depth, or a competitive
environment for the private sector, for example; in “poor performing”
countries they have a stronger focus on public-sector management and
institution building, property rights, budgetary and financial management,
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efficiency of revenue mobilization, public administration, and corrup-
tion. In each country the mix is different.

Conditionalities imposed through SAPs and related approaches have
and continue to be heavily criticized, for a variety of reasons. Many ar-
gue that conditionalities undermine governments’ space and duty to
formulate policies. Uvin, for example, argues that imposing condition-
alities is unethical (2004, 59). Specific policy recommendations or con-
ditionalities also have been criticized. Retrenchments of civil servants
and public sector workers and privatization have been heavily contested
by the people directly affected and their labor unions; and reduction of
spending in health and education has continued to be a main theme of
criticism by NGOs. Over time, it has become commonly accepted that
conditionalities do not produce the intended results and can even be
counter-productive.2 The approaches described later in this book were
partly a result of this critique, emphasizing the need to enhance owner-
ship of the policies. More directly, donors have increasingly looked at
past records of reforms as the basis of decisions to provide loans. In the
Orissa example described in Box 5–2, the policy matrix referred to (an
alternative to project LogFrames), lists past, current, and future reforms.

A second issue to highlight is that the list of measures does not fea-
ture reduction of poverty. It has been argued that the agencies involved
did not care about poverty reduction, but this is a simplification; in my
experience, even the hard-nosed reformers were usually committed to
poverty reduction. Some argued, however, that poverty could not be
addressed until some of the basic economic problems and government
failures were dealt with. In the case of adjustment in Orissa, experts
thought that it would be undesirable to discuss increased spending in
the health sector or poverty-reduction programs while all government
financial resources went to salaries of civil servants and public-sector
employees; financial losses, particularly in the power sector, as well as
public finances and government functions, had to be rationalized first in
order to “create fiscal space.”3

As mentioned earlier, there has been an enormous amount of debate
about the impact of structural adjustment on poverty, and global debt-
relief campaigns and the PRSP approach have made poverty much more
central.4 Killick’s (1999) summary assessment however is more positive:
“Overall, the strongest criticisms that SAPs cause poverty are not born
out, and concern about poverty effects is not a sufficient reason for defer-
ring adjustment. But SAPs have done avoidable harm and could be made
more pro-poor” (1999). In the first place, it is important to consider
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whether there were alternatives to adjustment. It is unlikely that coun-
tries would have been better off if they did not address high inflation
and financial deficits—though over time it has been recognized that there
are different ways in which these problems can be addressed. Second,
implementation of programs was often partial and experienced much
slippage. Partly as a result of this, the impact on economic recovery and
growth, and therefore also on poverty reduction, remained limited.
Third, many of the elements of adjustment do not have a direct or im-
mediate link to the main causes of poverty. Efforts to stimulate job
creation existed, but with relatively little success. In the case of Orissa,
issues of land and forest produce by marginalized groups are central to
poverty reduction but received very little attention in the policy discus-
sions.

Fourth, structural adjustment has had a direct impact on particular
groups and hence created new forms of inequalities. Civil servants and
public-sector enterprise workers lost their jobs as a result of reform. In
the case of Orissa, the reforms were accompanied by training and re-
tirement schemes. In many countries, social funds (discussed in Chap-
ter 4) also were set out to ameliorate the direct impact. Changes in prices
and subsidies as a result of reforms also have had an impact on both
producers and consumers, but the direction of this has varied, and
some of the changes, like devaluation, did benefit some poor groups.
Fifth, the introduction of user fees and the reduction of subsidies in
health and education have been much criticized. However, overall, and
partly as a result of the critique, the spending in these sectors has been
protected, though much social spending does not benefit the poor. In
the case of the Orissa project, the policy actions that were promoted
tried to shift spending toward primary education, but this is not easy to
achieve.

Finally, as highlighted in Killick (1999), the impact of reforms and
adjustment also depends on political and other forms of power. Many
countries’ leaders and their constituencies paid little attention to pov-
erty reduction. In the case of Orissa’s state leaders, political analysis clearly
showed that power was held by a very small elite, hardly accountable to
large groups of deprived groups and with little incentives to make exist-
ing government programs work properly (De Haan 2008). Many of the
policy measures that are part of adjustment programs do not affect these
power relations, which in any case are difficult to change because people
in power are usually able to block reforms that would affect their posi-
tion.
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This section has not tried to provide a final assessment of the impact
of adjustment but merely to present an overview of the different posi-
tions in the debate. Whatever the rights and wrongs, for the purpose of
this book two issues are of central importance. First, the debate about
adjustment and the impact it has had on the recipients of aid is likely to
continue, in part because different ideological positions are involved
and technical assessments are unlikely to overcome them. Second, the
critique of adjustment has led to changes in approaches of the aid indus-
try, including conditionalities.

Conditionalities, Good Governance, and Politics

Among the most important changes in development thinking in the 1990s
was the increased attention to governance. The field of governance is
very broad, and relevant in all programs, sectors, and projects (see Box
5–3). It has moved from a more narrow focus on the operation of gov-
ernment institutions, and now usually is meant to inform development
approaches with an understanding of processes of power and authority
and of institutions beyond governments as well. In addition, it focuses
attention on issues of legitimacy and accountability.

Sub-Saharan Africa: From Crisis to Sustainable Growth, published in
1989, was the first World Bank document to mention governance.5 It
argued that “a crisis of governance” was behind the “litany of Africa’s
development problems” (World Bank 1989, 60) and defined governance
as the “exercise of political power to manage a nation’s affairs.” “African
governments . . . need to go beyond the issues of public finance, mon-
etary policy, prices, and markets to address fundamental questions re-
lating to human capacities, institutions, governance, the environment,
population growth and distribution, and technology” (World Bank 1989,
1). Key elements of this good governance agenda included economic
liberalism; civil service reform and increasing accountability, transpar-
ency, elimination of rent-seeking, and managerial efficiency; political
pluralism, participation, decentralization, and democracy; social justice,
respect of human rights, freedom of expression and association; and up-
holding the rule of law.

The emphasis on governance resulted from a number of factors. First,
the increased attention to governance coincided with the end of the
Cold War. Increased engagement with the former Soviet Union and
other transitional countries focused attention on the role of institutions
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in development. Second, globalization contributed to increasing har-
monization of institutions and norms of governance, reinforcing the
attention paid to the role of institutions in development.

Third, interest in governance followed recognition that many of the
reforms during the 1980s had failed. This was in part because they had
been technocratic in nature, with quick-fix technical solutions and blue-
print approaches, with little attention paid to local conditions and weak
institutional capacity or to questions of legitimacy, incentives and moti-
vation of political and administrative leaders. Further, the policy pre-
scriptions and conditionalities under structural adjustment had not
worked, as recipient governments did not have the capacity or the po-
litical will to implement them.

And fourth, the emphasis on governance was part of the new develop-
ments in economics and signaled the move from the Washington Con-
sensus to the post–Washington Consensus (Stern 2002). The large fi-
nancial crises, like that in Mexico in 1995, also had led to a reconsideration

Box 5–3. Governance Defined

In 1996 the Governance Working Group of the International In-
stitute of Administrative Sciences described the following aspects
of governance:

• Governance refers to the process whereby elements in soci-
ety wield power and authority, and influence and enact poli-
cies and decisions concerning public life, and economic and
social development.

• Governance is a broader notion than government, whose
principal elements include the constitution, legislature, ex-
ecutive and judiciary. Governance involves interaction be-
tween these formal institutions and those of civil society.

• Governance has no automatic normative connotation. How-
ever, typical criteria for assessing governance in a particular
context might include the degree of legitimacy, representa-
tiveness, popular accountability and efficiency with which
public affairs are conducted.

Source: www.gdrc.org.
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of earlier approaches. While the crises of the later 1970s led to an em-
phasis on reducing state intervention, the crises of the 1990s pushed
experts to look more closely at the institutions that govern market and
financial processes, a trend that has been reinforced after the 2008 glo-
bal financial crisis.

The emphasis on governance also coincided with increased focus on
aid allocations intended to ensure that grants or loans were provided to
partners that were likely to use aid effectively.6 Governance indicators
became a key component of aid delivery. The World Bank now uses
annual policy and institutional assessments to determine resource allo-
cation, rating countries against a set of sixteen criteria grouped in four
clusters: (1) economic management; (2) structural policies; (3) policies
for social inclusion and equity; and (4) public-sector management and
institutions.7 Despite the large number of indicators, such assessments
still have a narrow focus considering the wide array of existing gover-
nance or political dimensions, such as informal political voice or influ-
ence, and inequality. Questions remain about how the indicators are
constructed, what they really measure, and their hidden assumptions
(for example, rules associated with liberal-democratic societies).

The emphasis on governance has led to the development of instru-
ments to analyze and support better governance, and increasingly also
to address conflict. Table 5–1 illustrates this diversity, listing nine areas
or instruments of governance work.

The governance paradigm has come under criticism from different
sides. For critical observers, the emphasis on governance meant a less
radical departure from the Washington Consensus than suggested by
some. Mosse and Lewis’s anthropological study of social processes and
aid relationships in the “new global aid architecture” argues that em-
phasis on policy reform was part of a new “managerialism” in interna-
tional development, and a more intrusive form of aid: “The means of
international aid have expanded from the management of economic
growth and technology transfer to the reorganisation of state and soci-
ety needed to deliver on targets” (Mosse and Lewis 2005, 5).

A predominant critique that was more internal to the aid community
came from Merilee Grindle. She developed the idea of “good enough
governance,” in a paper for the World Bank at a time when the PRSP
approach had become popular (Grindle 2002). The paper highlighted
that the expectations for poor countries regarding governance performance
and policy reform were unrealistically high. The “must be done” lists
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Table 5–1. Agencies’ Instruments to Analyze Governance

Area or 
instrument

Civil service 
reform

Drivers of change

Fragile states

Human rights

Institutional 
development

Justice

Description

Interventions that affect the or-
ganization, performance, and 
working conditions of employ-
ees paid from central, provin-
cial, or state government budg-
ets.

Approach to apply political 
economy analysis to the devel-
opment of a donor strategy.

Countries in which the govern-
ment does not deliver core 
functions to the majority of 
their people.

Donor approaches to promot-
ing human rights use a diverse 
range of tools. They vary be-
tween different donors and 
NGOs, including the extent to 
which rights approaches are in-
tegrated in development work.

Main concern is helping organi-
zations to improve perform-
ance, focusing on both formal 
and informal aspects of organi-
zations.

An accessible and effective jus-
tice sector is essential for devel-
opment and includes security of 
property and protection of as-
sets; access to legal protection; 
and effective justice institutions 
for economic growth.

Examples/ Studies  

Comparative Experience 
with Public Service Re-
form in Ghana, Tanzania 
and Zambia, by M. Ste-
vens and S. Teggemann.

Uganda’s Political Econo-
my, by Joy Moncrieffe.

The OECD in 2005 pro-
duced draft principles for 
good international engage-
ment in fragile states, pre-
sented for field testing.

SIDA, 2003, Country 
Strategy Development: 
Guide for Country Analy-
sis from a Democratic 
Governance and Human 
Rights Perspective. 

Institutional analyses are 
part of most adjustment 
operations, such as that 
described in Box 5—2. 

DFID program Justice 
and Poverty Reduction: 
Safety, Security, and Ac-
cess to Justice for All.

Continued on page 123



Sources: GSDRC website and author.

Area or 
instrument

Measuring gover-
nance

Public financial 
management 
and 
accountability

Voice and 
accountability

Description

Indicators to measure gover-
nance to assess governance ca-
pacity and performance; under-
stand determinants and impacts 
of good governance; facilitate 
domestic debate; and identify 
priority areas for aid alloca-
tions.

Encompasses government ca-
pacity to raise revenues, set 
spending priorities, allocate 
resources, and manage the 
delivery of those resources 
effectively .

Emphasis on creating inclusive 
spaces for dialogue between 
citizens and the state (e.g., in 
PRSP, PSOA); support to citi-
zen-driven initiatives, such as 
participatory budgeting, com-
munity scorecards, and watch-
dogs.

Examples/ Studies  

UNDP, “Sources for 
Democratic Governance 
Indicators,” 2004, 
UNDP, Oslo.
World Bank, Country Pol-
icy and Institutional As-
sessment.

Standard part of prepara-
tions for donor funding.

R. Eyben and S. Ladbury,
2006, “Building Effective
States: Taking a Citizens’
Perspective.”
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presented by donors to partners were huge and often did not highlight
priority areas or advise on sequencing of actions. She argued for donors
to focus on minimally acceptable government performance and civil
society engagement. But this idea did not provide a clear guide to mak-
ing decisions, as Grindle acknowledged in an article five years later. She
highlighted, again, the need to prioritize and to choose interventions
depending on local contexts, informed by an understanding of possibili-
ties for and dilemmas in promoting change and the impact of specific
interventions or reform (Grindle 2007). As highlighted also in a paper
by the OECD DAC Network on Governance, capacity development
had an “overemphasis on what were seen as ‘right answers,’ as opposed
to approaches that best fit the country circumstances and the needs of
the particular situation” (OECD DAC 2006, 3).

But even a narrower agenda of governance brings us back to the ques-
tion of conditionality. The new agenda partly resulted from the idea of
the importance of governance for development and poverty reduction,
and that aid allocation should follow governance indicators. It has been
emphasized that loans and grants should be disbursed against past per-
formance; however, future actions are critical in donor decisions. In-
deed, a 2007 report by the IMF’s Independent Evaluation Office sug-
gests that despite efforts to reduce and streamline conditionalities, many
of the problems continued to exist. According to Tom Bernes, office
director, “Progress had been made in better aligning IMF conditional-
ity to its core areas of responsibility and expertise, but about one-third
of conditions continued to reach outside these areas” (Aslam 2008).

A further complication was due to the renewed focus on politics. In
the aid industry governance is not the same as politics (see de Haan and
Everest-Phillips 2006). A project approach enabled ways of working that
allowed aid to stay away from politics as much as possible, and even the
early approaches to governance in the 1990s often had a technocratic
character. But more and more, and with the increased attention to local
contexts and questions of legitimacy of reforms and participation, the
issue of politics moved center stage. Moreover, a donor focus on cor-
ruption and increased accountability to taxpayers brought about the re-
alization that donors were part of recipient countries’ politics.

In governance analysis it became increasingly apparent that reform
feasibility required better understanding of local politics. The 1990s
showed that “political will” and “political context” needed to be under-
stood much better; for example, that legal reforms should not be seen as
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solutions without understanding whether new laws are really needed or
will be implemented, rather than reformist governments and activist
judges applying existing laws to changing contexts.

The Monterrey Consensus in 2002 confirmed that politics is at the
heart of development, domestically and internationally. While acknowl-
edging that geopolitical considerations continue to play a key role in aid
allocation, according to the Monterrey final report:

Governments must build within their countries—both de-
veloped and developing—the public support necessary to
translate their collective vision into action. That would re-
quire political leadership—in the developing countries to
overcome the many difficulties in undertaking institutional
and policy reform, and in the developed countries to develop
engagement and solidarity with the developing countries in
their efforts to reduce poverty. . . . To translate the draft Con-
sensus into action will involve a process of arriving at politi-
cally acceptable decisions at the national and international
levels. There is a need for strong political will. (UN 2002)8

A growing number of instruments started to integrate politics into
aid delivery. Forms of political analysis have been introduced in a num-
ber of agencies through DFID’s Drivers of Change and the World Bank’s
Institutional Governance Reviews, with a strong focus on sources of
corruption, as well as the use of the term political economy in various
agencies.

Sida’s (2006) “power analysis” focuses on helping to understand “un-
derlying structural factors” that create incentives and disincentives for
pro-poor development, a form of political analysis that tries to high-
light potentials for “transformative” processes. Analysis of actors, inter-
est groups, and structures is meant to show where “real power” in a
society lies, how power is distributed, what kind of power is being exer-
cised, and how. It highlights both formal and informal power relations
and structures. For example, it focuses on why resources and authority
are not transferred to lower levels of government in the context of sup-
port to decentralization, why women are not allowed to inherit land, or
why human rights tend to be neglected. Finally, it also intends to show
the impact that development cooperation has on power relations and
aims to identify agents and incentives for change.
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For the aid industry, this raises more questions than it answers. Po-
litical analysis almost inevitably is disputed, and the credibility of do-
nor-commissioned studies remains an issue. Further, as an ODI paper
on public financial management puts it, “The apparent consensus that
politics matters begs the question of what reformers should do when
the necessary political impetus is weak or missing” (Hedger and Kizilbash
Agha 2007). As a DAC Network on Governance paper noted: “Ten-
sions are emerging between corporate objectives and the implications
of Power and DOC analysis, which emphasise the prime importance of
local political process and incremental change, in the face of pressures
on donors to meet short term spending targets, and to be accountable to
their own taxpayers” (OECD DAC 2005).9

Aid modalities tend to remain technocratic: monitoring of progress
is very much and increasingly outcome focused, with little analysis of
the whys, the causes, and the political economy of change. Political analy-
sis remains absent in many of the new aid modalities, including cash
transfers and sector approaches, and (perhaps understandably) in attempts
to raise taxation in developing countries. Finally, the question of de-
mocracy has remained a key unresolved issue in the debate. On the one
hand, even the most hard-nosed development professionals share a com-
mitment to democracy, and the end of the Cold War provided a good
deal of optimism about transitions to democracy. On the other hand,
some of the development success stories happened under non-demo-
cratic regimes, at least by Western standards, and it will remain to be
seen how the contours of this debate will change now that China is
becoming an increasingly important player in the aid industry.

The questions raised by the thinking on governance and politics are
by no means easy ones. Imposing conditionalities through grants or loans
is now generally thought to be undesirable. However, the debates on
conditionality also point to some dilemmas in the aid industry that merely
avoiding the term will not resolve: sustainable poverty reduction re-
quires the right conditions, with a governance agenda that is and will
remain (or even becoming increasingly) challenging, while aid agencies
continue to have to show the result of their efforts.

Program and Sector Approaches

The aid industry has moved, or has tried to move, from a project ap-
proach to a program approach. Under the financial crisis the 1980s saw
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dramatic expansion of conditional aid lending (or general program aid,
or budget support10), which we described in the section on structural
adjustment—quick disbursing loans in the form of program lending to
help meet balance of payments and public-sector financing requirements,
linked to recommendations for economic policy and institutional re-
form. The idea of program aid as it received currency in the 1990s was
slightly different, partly a reflection of the problems of the adjustment
approaches of the 1990s and partly a response to the problems of project
aid.

We first focus on donor initiatives at the levels of sectors, particularly
sector-wide approaches, which were first promoted by agencies like
Danida. This is followed by a discussion of implications of “vertical ini-
tiatives.” Sector-wide approaches imply that “all significant funding for
the sector supports a single sector policy and expenditure programme,
under government leadership, adopting common approaches across the
sector and progressing towards relying on Government procedures for
all funds” (Foster 2000, 9; see also Brown et al. 2001; Walford 2003).

Box 5–4. Elements of Sector Approaches

• Existence or development of a comprehensive sector policy
and strategy.

• An annual sector expenditure program and medium-term
sectoral expenditure framework.

• Donor coordination, steered by recipient governments.
• Major donors providing support within the agreed framework.
• Donors committed to gradually increasing reliance on gov-

ernment financial and accountability systems.
• A common donor approach to implementation and manage-

ment.

Alongside increased emphasis on allocations to social sectors, this aid
modality was a response to three issues (Foster 2000, 7–8). First, as al-
ready mentioned, donors found that conditionality did not work. Sector
approaches became a way of providing support to governments, based
on their commitment to and track record in providing services for pov-
erty reduction, a theme that was described as a shift from “conditionality”
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to “ownership.” Emphasis was on working within government manage-
ment structures and responsibilities. It has remained focused on donor
dialogue with governments: civil society organizations often are involved
in service delivery, but not central to planning, at least not to the extent
that PRSP approaches involved civil society in consultation.

Second, sector approaches focused on creating and supporting a sound
policy environment. Rather than donors directly funding services, as in
the project mode, sector approaches provide funding to promote changes
in policies and institutions, including changes with respect to budget-
ing, thus forming the preconditions for nationwide services. This is
thought to be particularly important in sectors where public funding is
a substantial part of overall spending, which partly explains the pre-
dominance of programs in education and health.

Third, questions of budgeting have been central to sector-wide ap-
proaches. The projects provided by donors, often many at the same time,
led to fragmentation of the budgeting process. Much spending was out-
side regular government budgets, and financial oversight focused on
accountability to donors rather than to finance ministries and parlia-
ment. The proposed solution was that “government and donors should
work together to implement a single, coherent expenditure programme
which prioritises the use of all sources of public funding” (Foster 2000, 8).

In 2000, approximately eighty sector programs were in existence.
These were mostly in health and education. There has been coordi-
nated support to poverty monitoring, for example, but much less in, for
example, the agricultural sector.11 In the area of social “safety nets,” so-
cial funds and cash transfers have continued to remain the dominant
approaches,12 with Ethiopia’s Productive Safety Nets Program, started
in 2005, providing multi-year and predictable resources, a possible ex-
ception. One example of a sector approach is that which exists to sup-
port the justice sector in Uganda since 1999 (Sserumaga 2003). Most of
the sector programs are in Africa, reflecting the greater need for donor
coordination in poorer and more aid-dependent countries. Though they
do exist elsewhere, including in India, where the government has worked
actively to reduce the numbers of donors and to ensure their coordina-
tion, and principles of sector support have been applied in multi-donor
support to the national primary education and health programs.

There is recognition that the approach has led to successes, address-
ing problems created through previous support and concretely improv-
ing services and health and education outcomes. Successes have been
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achieved in Uganda and Ghana, for example, reflecting general agree-
ments between government and donors; sector approaches have been
behind government programs for universal primary education, for ex-
ample. Sector support may have helped to enhance political commit-
ment, efficiency in resource use, and capacity for policy formulation
and implementation. For donors, sector-wide approaches have contrib-
uted to aid coordination.

On the down side, it has been noted that the process of establishing
joint-donor support is usually very time consuming. Monitoring frame-
works tends to be complex and costly, and limited capacity in many coun-
tries continues to hinder effective implementation. Showing how such
long-term processes link to impacts on poverty on the ground can be
challenging. There may be conflicting policy objectives between sector
approaches and strengthening decentralized governance structures, for
example (Land and Hauck 2003). Some recipient governments have felt
joint donor responses a potential disadvantage, as this also involved the
risk of a complete halt to support. And finally, even with sector ap-
proaches, discrete projects and particular donor emphases have contin-
ued to thrive.

The emphasis on sector approaches has been promoted mostly by
the older players in the aid industry, many of whom committed them-
selves to increasing funding in social sectors: a substantial number of
bilaterals, the World Bank, and UN specialized agencies, though they
all use slightly different definitions (Abby Riddell 2002). However, there
is a substantial number of new and often private donor agencies, par-
ticularly in the health sector, referred to as vertical initiatives. The old
players in the industry often support these, too, responding to political
pressure. Pharmaceutical companies have donated particular drugs to
eliminate disease, and the last decade has witnessed the rise of “new
philanthropists,” who donate large sums of money for specific health-
related projects. Vertical initiatives often focus on individual or groups
of diseases. There are now dozens of health funds and partnerships with
the Global Fund for AIDS, Tuberculosis, and Malaria (which is thought
to be very effective, with a minimum bureaucracy, and high impact, for
example, distributing thirty million anti-malaria bed nets), the Global
Alliance for Vaccines and Immunisation, and the International Finance
Facility for Immunisation among the largest.

The impact of these initiatives on the issues discussed above and to
which sector programs are meant to be a response is as yet unclear.
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Jeffrey Sachs expresses doubt about the focus on improvement in public
institutions; when the per capita spending in health is less than $10 per
head—which it is in many poor countries—even the huge resources for
HIV/AIDS are still only a portion of what is required. But the commit-
ments for increasing aid are made in the face of the clearly documented
doubts about government capacity, fragmentation of initiatives, and
donor overload. Further, the recent vertical initiatives may imply a move
away from the state as central actor in providing legislative frameworks
and standards and toward “a multiplicity of new—and largely unaccount-
able—actors in the health arena,” with public–private partnerships “as
potentially radical new systems of global governance” (Poku and
Whiteside 2002, 192). The particular aid modality also has implications
for the balance of power within public policymaking, strengthening par-
ticular agencies in regard to others. Also, it is likely that international
support will remain volatile, and there are questions about the
sustainability of many well-funded initiatives.

In a useful paper for CIDA that compares program aid and project
aid, Lavergne and Alba use the expression program-based approaches as an
extension of the concept of sector-wide approaches:

A program is an integrated set of activities designed to achieve
a related set of outcomes in a relatively comprehensive way
(mostly health, education) . . . a way of engaging in develop-
ment cooperation based on the principle of coordinated sup-
port for a locally owned program of development. (Lavergne
and Alba 2003)

Aid programs, in contrast to projects, emphasize coordinated planning
in a sector or area, and intend to support locally owned programs of
development. Authors are usually quick to add that this does not mean
blueprints. Instead, unlike projects, programs develop in a dynamic fash-
ion with often changing directions and a plurality of approaches while
being based on agreed-upon sets of goals or outcomes, typically formu-
lated as MDGs or national equivalents. Also, program approaches are
not advocated for all circumstances; Foster and Leavy emphasize that
approaches need to be appropriate to specific country circumstances,
and they provide ways of choosing depending on a range of factors (Foster
and Leavy 2001).

The defining elements of program approaches are the following:
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• They highlight the need for and try to promote leadership by re-
cipient countries. This is particularly important in aid-dependent
countries, where policymakers have often been busy servicing the
requirements of donors.

• While projects have clearly defined time spans and related out-
puts, program approaches recognize that the various elements of
successful support are likely to take a long time to develop and will
continue to evolve once they are in place.

• In assessing progress, the direction of change rather than particular
levels of achievement for each element is important. For example,
the leadership for a program or reform may not be very strong,
but what is thought to matter in assessing progress is the direction
in which this is moving, that is, whether indicators show that the
leadership is strengthening.

• A program implies a single budget framework, integrated into com-
mon budgeting and execution processes, not a range of projects
financed outside countries’ regular budgets. Funds can be ear-
marked for specific activities, depending on specific situations and
goals, but the approach emphasizes reducing targeting of funds
and using budget support and pooled funding.

• A program implies donor coordination. International agencies in a
country agree to jointly support a government-led program and
aim to harmonize the donor procedures in their planning, imple-
mentation, and monitoring. This has led to “joint accountability.”

• The approach commits donors to increase gradually the use of local
procedures for program design and implementation, financial man-
agement, and monitoring and evaluation. The approach focuses
on reducing transactions costs and encouraging greater flexibility
in the use of funds, while simultaneously reinforcing local systems.

While the principles of the program approach appear sound, problems
have been pointed out. First, designing programs is extremely complex.
The number of qualifying criteria remains large. Even though these are
no longer conditionalities, as used previously, and programs are based
more on ongoing and completed actions and reforms, a large number of
policy intentions and plans remain central to qualifying for support—
and to successful implementation. Questions of fiduciary risks and cor-
ruption remain, and seem even more pertinent in program approaches
as donors have less control over money flows when they rely more on
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recipient government systems, and the increased accountability that
support requires remains among the most difficult challenges. In the
discussion on aid modalities, the aid industry has also emphasized the
need to take account of country specificity, for example, in “fragile” and
“post-conflict” countries (Collier and Okonjo-Iweala 2002, Manor 2007).

The question of donor coordination remains a difficult one, and one
that, with the increasing fragmentation of the aid industry and contin-
ued and sometimes strengthening political motivations for aid provi-
sion, is unlikely to go away. In practice, the use of program aid remains
fairly limited, as few donors have committed themselves to the approach,
and within program approaches donors continue to fund distinct projects.
The incentives for donors—to spend money, to show results in their
organization, and to show achievements to the taxpayers—also can be
in conflict with the aim to enhance ownership, which almost inevitably
makes processes longer and outcomes less clearly defined, at least from
the viewpoint of the donor. Almost inevitably, measuring success or
progress becomes more difficult, certainly compared to the straightfor-
ward indicators that are common in project approaches.

Conclusion

While traditional structural adjustment has disappeared—although some
argue it has not, as we will see in the next chapter—many of the old
questions remain. In the early 1980s the state was charged with respon-
sibility for whatever went wrong, but ten or twenty years later it was
recognized that rolling back the state’s role did not provide the solution.
In extreme cases of fragile states, development and sustainable poverty
reduction clearly are not achievable, but in less extreme cases it has be-
come increasingly clear that state capacity—or governance—is critical,
and that strengthening that capacity ought to remain a critical element
of providing aid.

This poses a dilemma for the aid industry and makes its objectives
ever more ambitious. Strengthening governance capacity is essential,
but it is also a very slow process, too slow in the view of people like
Jeffrey Sachs, who argues that health conditions in Africa are so severe
that countries simply cannot afford to wait. Building up capacity is criti-
cal, but the aid industry does not have a very good record in capacity
support. Donors also need to show results, and most taxpayers expect
this to be in schools, or hospitals built, number of kids brought into
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schools or lives saved—long-term support to financial management
within ministries simply does not provide the good “photo opportu-
nity” that ministers of donor countries require. Sector reform and sec-
tor-wide approaches are relatively new instruments, part of a move away
from project approaches to a focus on the policy environment. They
have had notable successes, but practice has been more varied than op-
timists may suggest.

Further Readings

For an excellent and concise discussion of structural adjustment and pov-
erty impact, see Killick 1999.

A good chapter on government failure in Tanzania is Doriye 1992.
The GSDRC website provides documents discussing sector-wide approaches

and instruments to assess the wide range of governance; see, for ex-
ample, Institute for Health Sector Development 2003a and 2003b.

The CIDA primer on program approaches, Lavergne and Alba 2003, gives
a good theoretical introduction (even though practice has remained
limited).
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6

Country-led Approaches
and Donor Coordination

In the late 1990s a number of pressures on the aid industry came to-
gether. Concerns about achievements of the aid industry continued to
intensify, and the accumulated knowledge stressed the need for stron-
ger recipient country “ownership” and improved partnerships with do-
nors as well as collaboration among actors within countries. Simulta-
neously, global civil society increasingly pressed for debt relief, and the
agreements reached on providing debt relief stressed the need to make
enhanced resources more results focused—particularly poverty focused.

Within the aid industry these pressures led to the three sets of initia-
tive described in this chapter. First, the World Bank introduced the
Comprehensive Development Framework (CDF) to improve the effec-
tiveness of aid through a long-term, holistic framework with country-
led partnership. More or less simultaneously, the United Nations intro-
duced an assistance framework that stressed similar principles as a
foundation for more coordinated operations by UN agencies. Second
was the initiative that brought civil society into close collaboration with
the major agencies—the Poverty Reduction Strategy Papers—which
became the way through which debt relief, and later aid more generally,
was meant to be disbursed. Third, the aid industry made the coordina-
tion of its own activities an increasing focus, leading to clear agreements
and targets, but with continuing challenges imposed by the political and
administrative imperatives of each aid agency.

 Comprehensive Frameworks at the World Bank
and the United Nations

Among the drastic changes that were introduced by James Wolfensohn
at the World Bank was the introduction of the CDF. He announced this
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in early 1999 with much fanfare, though few people around him saw it
as path-breaking as he thought it was, and some argued that it would
mean increased conditionalities. The CDF was piloted in thirteen coun-
tries in 1999. In a joint note with Stanley Fischer, IMF director, the
CDF was presented as

a means by which countries can manage knowledge and re-
sources to design and implement effective strategies for eco-
nomic development and poverty reduction. It brings together
many current trends in development thinking and is centered
on a long term vision—prepared by the country through a
participatory national consultation process—that balances
good macroeconomic and financial management with sound
social, structural and human policies.”1

The CDF had four main elements. First, referring to the World Bank’s
emphasis on short-term macroeconomic stabilization and balance of
payment pressures, Wolfensohn stressed the need for considering longer-
term structural and social considerations: to expand education and health,
maintain infrastructure, and train officials. Development strategies,
Wolfensohn thought, should have a long-term vision and be compre-
hensive, or holistic, and embrace social and structural issues alongside
concern about stabilizing the economy.

Second, Wolfensohn stressed that the aid industry had put too much
emphasis on measuring project inputs and disbursement levels. He felt
more emphasis needed to be put on finding out what the impacts of
these efforts are on people and their needs. Thus, development perfor-
mance should not be measured by inputs and outputs but assessed by
outcomes and impacts, by results on the ground. This mirrored a
broader move of the industry toward “results-based management” (see
Box 6–1).

Third, while asserting that some of the donor-driven aid delivered
under structural adjustment had been effective, Wolfensohn accepted
that many of the difficult adjustment measures had not been sustained,
and sometimes had even been undone. While by no means new, this
acceptance brought to the fore the idea that if countries have greater say
in shaping reforms, governments are more likely to be committed to
seeing them through. Therefore, the third element of the CDF stressed
that goals and strategies needed to be “owned” by recipient countries,
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and the goals and strategies needed to be shaped through a process with
broad citizen participation. To ensure effective use of human and finan-
cial resources, the CDF emphasized partnerships among government,
civil society, the private sector, and external assistance agencies.

Wolfensohn was concerned by how the World Bank was perceived in
the countries within which it worked; he did not want it to be seen as
arrogant. Further, building on the point about ownership of develop-
ment efforts, he had become convinced that partnerships and mutual
trust were critical and that the asymmetrical power relationships needed
to be addressed. The fourth aspect of the CDF framework, therefore,
emphasized that recipient countries should take the lead in aid relation-
ships, that they should be in charge of coordination, and that they should
actively manage the process rather than be led by donor preferences. It
was highlighted that partnership and coordination of efforts can en-
hance the capacity of governments to manage foreign development as-
sistance. The framework encouraged coordination to improve efficiency
and coherence in the use of financial flows and services and to take ad-
vantage of synergies among development partners. As with the later
PRSPs, papers on the CDF were quick to add that the CDF was not a

Box 6–1. Results-based Management

While many different interpretations and perceptions exist, re-
sults-based management (also called management for results or
performance management) is generally seen as a management
strategy that focuses on outcomes and impacts and on how orga-
nizations’ human and financial resources can best be used to
optimize outcomes. The LogFrame discussed in Chapter 4 is a
common management tool used for this purpose, though its use
precedes that of results-based management. The use of results-
based management in the aid industry follows the popularity it
gained as part of the “new public management” reforms of the
early 1990s, which brought market strategies into public man-
agement. It has become a central theme of the aid effectiveness
agenda and includes an emphasis on engaging all stakeholders in
the process.
Source: http://www.mfdr.org; Binnendijk 2001; Hatton and Schroeder 2007.
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blueprint. It was meant to be voluntary; countries were to decide on
priorities and programs. When other initiatives emerged, particularly
the PRSPs, the language changed from framework to principles.

While Wolfensohn was pushing for changes at the World Bank, from
1997 UN Secretary-General Kofi Annan was trying to make the United
Nations a more effective and efficient institution. He stressed the strong
links between peace, security, poverty reduction, sustainable human de-
velopment, and the promotion of and respect for human rights. He called
for the UN to develop a coherent vision and unified approach to the
development goals. In addition to developing a Common Country As-
sessment, this push also resulted in the development of the United Na-
tions Development Assistance Framework (UNDAF), for which guide-
lines were issued in April 1999. The UNDAF is meant to be a collective
UN response to national priorities and needs. An example of the UNDAF
for Uganda, a country that was among the leaders in developing the
UNDAF, is given in Box 6–2.

When the PRSP became the most common instrument or plan by
recipient countries, the UNDAF was presented as the UN’s business
plan in support of them. In a letter to Wolfensohn in May 2001, Kofi
Annan stressed: “It is the responsibility of governments to be at the
centre of all coordination efforts on assistance. Too often a bewildering
surfeit of diagnoses and programming modalities has strait-jacketed
national responses and imposed high transaction costs. . . . The task now
is to ensure consistent quality country-level partnership that reduces
costs and overlap and boosts our overall impact.”2

In 2003 the World Bank published an evaluation of the CDF ap-
proach.3 While critical, the publication of reports like these did illus-
trate the World Bank’s commitment to engage with external commen-
tators, and they provide more insight into the working of the World
Bank than the working of the United Nations. Four main findings are
worth highlighting, as they have relevance for our discussion here. First,
progress in the World Bank’s country-led approach—to give recipient
countries the leading voice in aid management—was found to be far
from even. Some donors did better than others, and the approach worked
better in some countries and in some sectors than in others.

Second, the long-term and comprehensive development frameworks
often ended up as long wish lists. The evaluation stressed that the ob-
jectives were often not translated into affordable priorities with proper
budgets, and hence their operational use and ability to make clear policy
choices remained limited. The evaluation also stressed the need for capac-
ity building to enable formulation and implementation of development



Box 6–2. The Uganda UNDAF, 2006–10

The UN framework for cooperation in Uganda was set against the
challenges of rapid population growth, low life expectancy (forty-
six years), a poverty ratio of 39 percent, gender inequality, 800,000
children aged 6–12 years who had never attended school, high in-
fant and maternal mortality, and HIV prevalence of 6 percent (with
dramatic improvement from 18 percent). Corruption and human
rights violations were still big issues, though improvements had been
made. Civil war had uprooted more than one million people.

The UN system declared its support of the government’s attempt
to achieve the MDGs and the objectives of the national Poverty
Eradication Action Plan. The UNDAF was intended to support deci-
sion making, enhance collaboration, and reduce transaction costs.
It stated that expected outcomes were, among other things, to ad-
dress the development challenges through a multi-dimensional ap-
proach; to focus on equal opportunities, empowerment,
sustainability, governance, and human rights; to contribute to ef-
forts to minimize the impact and to halt the spread of HIV/AIDS;
and to reduce the regional disparities through the creation of an
enabling environment for peace, resettlement, reintegration, and
socioeconomic recovery.

The UNDAF committed the United Nations to multi-dimensional
partnerships with the government, NGOs, the private sector, bilat-
eral donors, and among the UN agencies themselves. The strategy
revolved around dialogue and collaboration, and it aimed to link
aid coordination to ongoing reforms. It also considered regional co-
operation with other countries and international agencies in the con-
text of security challenges in Uganda. The resources available to
implement the UNDAF included the allocations by each participat-
ing UN organization as well as the resources that organizations ex-
pected to mobilize over the period.

Coordination among UN agencies was a key message in the
UNDAF. It stated that programming of UNDP, UNICEF, UNFPA,
and WFP were fully “harmonized” within the UNDAF and accorded
with the Poverty Eradication Action Plan, while specialized agen-
cies UNHCR and WHO were guided by country programs. Five
UNDAF working groups were set up to meet regularly and served
as the main mechanisms for implementing and monitoring the
UNDAF, and joint mid-term and end-of-cycle evaluations by the
government and various development partners were envisaged.
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plans, including support for public-sector reforms and institutional
development.

Third, among the principles of the CDF, progress on strengthening
a results orientation—measures of impact on people rather than inputs
and disbursement—was found to be “the most elusive.” This principle
was overly demanding, as many of the countries lacked the technical
capacity, analytical tools, and statistical data. Moreover, within partner
governments there were inadequate incentives to follow a results-ori-
ented approach, which in almost all cases is more demanding than a
focus on outputs. Also, within countries there was not enough demand
for monitoring and evaluation results. The evaluation concluded that
donors were too demanding of existing institutions and structures that
monitor projects and programs. Proposed approaches were found to be
complex, with unwieldy indicators. Finally, the specific aid projects and
programs rather than the requirements of the regular functions and ser-
vice delivery of the governments continued to drive monitoring.

Fourth, public consultation about activities had expanded. Donors
and government involved civil society and business more intensively in
strategy formulation. In the view of the evaluating team, this did in-
crease the ownership of reforms. However, the consultations were found
to be limited, and as a result ownership remained narrow. Consultations
were often confined to the executive branch of government, and some
ad hoc discussions with organizations chosen by donors and govern-
ment. In Uganda and Burkina Faso, for example, civil society and pri-
vate-sector organizations as well as parliamentarians who were not con-
sulted expressed dissatisfaction.

Poverty Reduction Strategy Papers

Two main developments informed the PRSP approach that emerged at
the end of the 1990s.4 First, partly facilitated by Wolfensohn’s approach
and the changes in government in Europe, NGOs became an important
influence on the World Bank. Responding to pressure, in the spring of
1996 the World Bank and the IMF launched the heavily indebted poor
countries scheme to reduce the external debt of eligible countries and
achieve debt sustainability. This was not the first effort to reschedule
debt, but it was the first involving the IFIs. A broad movement, encap-
sulated in Jubilee 2000, argued for further debt relief, particularly but
not only by the IFIs. It also increased pressure to make this debt relief
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pro-poor and to address the negative consequences of structural adjust-
ment. The international financial crisis in East Asia also increased pres-
sure on the IFIs to review policies and their effects on poverty. During
the 1990s the IFIs did indeed become more responsive to a broad range
of international actors, and a much more open debate emerged, high-
lighted by the increased number of IFI documents published and the
wide range and regularity of NGO publications.

Second, the changes happened against the background of an inten-
sive debate about the effectiveness of aid. The World Bank’s 1998 As-
sessing Aid report highlighted the problems with conditionalities that we
discussed earlier. But it also stressed that aid could be effective only if
recipient countries had sound economic management. Changes in the
IMF included a response to the critique of inflexibility in its macroeco-
nomic and fiscal options and also of the way conditionality had evolved
over time and the need for better prioritization of policy measures (as
well as division of labor among international institutions). In its new
approach it increasingly looked at the quality of budgets and sectoral
spending, including how additional funding through debt relief was to
be used for spending in health and education, among other areas.

In 1999 the World Bank and the IMF endorsed the framework of
PRSPs. Over time, the model was broadened to policy dialogue in all
countries receiving concessional funding from the IFIs, with significant
implications for national poverty reduction strategy formulation and
the way donors engage with this. By 2005 about forty countries had a
poverty reduction strategy, and a few had progressed to a second-gen-
eration strategy (Driscoll with Evans 2005). Initially, the PRSP was an
instrument for borrower countries seeking to benefit from HIPC-II (the
second heavily indebted poor countries program), which tried to make
debt relief integral to broader efforts to implement poverty reduction
strategies. Countries qualified for HIPC assistance if they faced an un-
sustainable debt burden beyond available debt relief mechanisms, es-
tablished a track record of reform and sound policies through IFI-sup-
ported programs, and produced a full or interim PRSP. Qualifying for
debt relief involved two stages: first, the country needed to demonstrate
its ability to use assistance prudently; and second, the country had to
establish a track record of good performance on agreed-upon structural
policy reforms, maintenance of macroeconomic stability, and adoption
and implementation of the PRSP. Very similar to the CDF approach,
the PRSP approach was based on the following principles:
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• an emphasis on country ownership and partnership between do-
nors and recipient;

• formulation of a PRSP through national-level participation;
• a results-oriented approach, including establishing a link between

debt relief and its impact on poverty; and
• comprehensive and long-term commitment.

Financial support for PRSP implementation was to be provided through
a World Bank’s poverty reduction support credit (as in the case of Uganda
described in Box 6–3) and an IMF poverty reduction growth facility, the
successor of the extended structural adjustment facility, itself a successor

Box 6–3. Uganda—Leading the Donors?

Much of the inspiration in the thinking on the new approaches at
the end of the 1990s came from donors’ experience in Uganda.
In the eyes of many donors, Uganda during the 1990s had under-
gone successful stabilization and adjustment, and in the middle
of the 1990s was seen as a model of success in development.
Thus Uganda became to be seen as a model for effective aid rela-
tionships. Keys to its success included its strong leadership and
the government’s close relationship with donors, who in turn
greatly encouraged the leaders to show they and not donors owned
the development agenda. This did not mean the donors left the
country; in fact, they went so far as to second economic experts
to the finance ministry.

Since 1997 the government of Uganda and donors have ac-
tively coordinated attempts to improve aid effectiveness. The core
of this is the government’s Poverty Eradication Action Plan, an
overarching strategy for poverty eradication that includes a com-
mitment that donors will only support, not control, programs. It
also describes preferred aid modalities. The implementation of
the plan and donor coordination has been facilitated through the
Poverty Reduction Support Credit (PRSC). Agencies providing
budget support use the policy matrix as a framework for funding,
and the medium-term expenditure framework for monitoring and
implementation. Progress is assessed through one annual govern-
ment-donor review.
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of the traditional adjustment packages (described in Chapter 5). Targets
and policies in PRGF programs would emerge directly from PRSP or
similar frameworks. This was meant to integrate poverty reduction with
macroeconomic policies. Moreover, discussions on the macroeconomic
framework were made subjects for public consultation. Key programs
and structural reforms for poverty reduction and growth had to be iden-
tified, prioritized, and budgeted in the PRSP. Within two years, over
twenty countries reached the decision point, when debt relief was ap-
proved and interim relief began. Over time these countries would re-
ceive $36 billion in HIPC relief, reducing their debt by half. In 2006 the
initiative had reduced $19 billion of debt in eighteen countries, and net
transfers to HIPC countries had doubled (to $17.5 billion in 2004).

Much material has been generated reviewing the experience. There
are few doubts that the debate has brought about a much stronger focus
on poverty reduction, even though initial time pressure negatively in-
fluenced early experiences, focusing too much on the strategy paper. As
with the CDF, there was much diversity in country experiences. Prepa-
ration of PRSPs involved clearer costing, linking the PRSP to the me-
dium-term expenditure framework, the key instrument for policy dia-
logue between borrowers and lenders. It led to discussion of poverty
issues across government ministries and enhanced the position of pov-
erty analyses that had developed during the 1990s. Pressure on IFIs and
other donors forced them to review the impact of aid on poverty much
more carefully. The institution of the Poverty and Social Impact Analy-
sis (PSIA), which we describe in some detail in Chapter 8, was a clear
example of how innovative instruments were introduced under civil so-
ciety pressure.

At the same time, observers like Stewart and Wang have emphasized
that “there is no fundamental departure from the kind of policy advice
provided under earlier structural adjustment programmes,” for example,
related to the role of the market, fiscal and monetary matters, inflation,
and privatization (2003, 19).5 Gaps between poverty profiles and pro-
posed policies remained, and it has been noted that the poverty analysis
in some cases insufficiently informed the development strategy—even
if incorporated in the same document. Some observers have questioned
whether donor lending sufficiently followed priorities in PRSPs, though
it has to be acknowledged that PRSPs often included mere wish lists
without prioritization and clear budgets.

The PRSP approach made a difference in the way donors approach
the aid relationship. The challenges in leaving countries in the “driver’s
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seat” remain substantial. The experiences indicate a tendency to con-
tinue to deal with the aid relationship in a bureaucratic manner. Regular
emphases that the approach “is no panacea” in fact highlight that there
were strong expectations—arguably too strong—that the approach would
resolve problems in the aid relationship. Reviews such as that by Booth,
Grigsby, and Toranzo (2006) on Latin America indicate that donors tend
to get closely tied to paths set out through the PRSP process, and that
disarray sets in when the partner government’s policies do not follow
plans set out earlier and do not (continue to) show commitment to the
PRSP.

Further, the PRSP approach was radical in the promotion of partici-
pation in the formulation of national plans for poverty reduction. A great
amount of technical work emerged to support this, building on, for ex-
ample, poverty assessments and community participation, trying to move
this “upstream” to influence the macro-policy discussions. A wide range
of civil society organizations engaged in the donor dialogue and saw the
process as an opportunity to open up space for political engagement.
But there has also been much critique of the practices in participation.6

The term participation—in the context of PRSPs, as elsewhere—has been
used to mean different things. Some believe participation has remained
ritualistic and that the macroeconomic framework has not changed fol-
lowing even good processes of participation; NGOs have often felt the
economic model was a given. Sometimes, processes of participation re-
mained outside the area of mainstream politics, excluding parliaments,
trade unions, the private sector, women, and marginalized groups. Par-
ticipation was not institutionalized but remained restricted to the pro-
cesses related to aid disbursement. Where the donors did intensively
engage with political leaders, as in Bolivia, subsequent political dynam-
ics imposed great difficulties for the donors in implementing PRSPs
(Booth, Grigsby, and Toranzo 2006).

Finally, there is the question of whether the objective of comprehen-
sive and long-term plans—with which, in principle, hardly anybody dis-
agrees—can be realized through this aid modality. PRSPs indeed cover
most if not all areas or sectors relevant to development, even though a
number of reviews, often sponsored by specialized agencies or depart-
ments in agencies, have questioned whether particular sectors or issues
received sufficient attention. The 2005 IMF and World Bank review of
PRSP progress highlighted that “comprehensiveness is important in or-
der to capture the complementary nature of public actions across sectors”
and quoted evidence from a review in Tanzania that “a comprehensive
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strategy does not mean sacrificing priority setting. In fact, the more
comprehensive the strategy, the more important it is to identify its main
priorities” (IMF and World Bank 2005, 16). The approach broadened
the policy dialogue with donors beyond finance ministries, including a
larger number of sectoral organizations and line ministries.

But there are questions about whether PRSPs have contributed to
comprehensive and cross-sectoral policymaking. There are clear poten-
tial tradeoffs, which some of the writings on PRSPs have tended to ig-
nore. One side of the critique has stressed the gaps in comprehensive-
ness in the development plans, the limited capacity for comprehensive
planning, and the time that such planning requires.7 Continuing differ-
ences over where aid efforts should focus are reflected in the discussion
on PRSPs too. While some NGOs have seen this as a venue to argue for
more emphasis on social sectors, others have argued that the big gap is
in focus on other, so-called productive sectors. Yet others, in line with
the Easterly critique of the “planners” have noted that insistence on
comprehensive plans may be counter-productive. For example, Booth,
Grigsby, and Toranzo (2006), reviewing the PRSP in Bolivia, Honduras
and Nicaragua, conclude that comprehensiveness can conflict with own-
ership. They found leaders often do not feel committed to such com-
prehensive plans, and they argued that donors should be more prag-
matic and flexible in supporting initiatives that arise from the leaders of
the day (2006).8

Again, these critiques show that there is no magic bullet to solve the
challenges of relationships between donors and recipients. Also, views
on these new approaches—as with all approaches—continue to differ,
among the official donors, NGOs, and Southern voices. Perhaps most
problematic is the fact that new approaches often come with such high
expectations. Moreover, the aid industry often quickly moves on to a
next approach, partly because of frustrations about the lack of success,
partly because home constituencies drive it to continue to find new ways
of highlighting progress.

The Paris Consensus—Can Donors Let Go ?

Since the broad and often heated discussions about the PRSP approach
that emerged from the debt-relief campaign, the idea of coordinating
aid agencies has generated an enormous amount of attention. To a cer-
tain extent, this was a logical follow-up, as the amount of aid and the
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number of agencies have been increasing, and, as we highlighted above,
the need for donors to coordinate development approaches led by re-
cipient countries came out as one of the main challenges. Increasingly,
also, the debate on aid effectiveness focused on the need for donors to
harmonize their procedures with recipient country’s priorities.

The OECD DAC is the main forum for this focus on aid effective-
ness, leading to the drafting of guidelines on harmonization. Following
the lead of the Monterrey Declaration on financing, in 2003 a “Rome
Declaration on Harmonisation” was endorsed by ministers and top of-
ficials of aid recipient countries, and multilateral as well as bilateral aid
agencies,9 a declaration that was reaffirmed at the High Level Forum in
Accra in September 2008.10 Recipient countries had clearly expressed
their concerns about donor practices, through a survey commissioned
by the OECD DAC in 2003. Their main requests to the donors in-
cluded simplifying donor procedures, and thus reducing transactions
costs; donors agreeing among themselves on common sets of proce-
dures and working more closely together; donors synchronizing their
procedures with those of recipient countries, and increasingly relying
on recipient countries’ systems, for example, relating to budget cycles;
and becoming more transparent, sharing more information between
donors and recipients.

The Rome Declaration was followed by the Paris Declaration on aid
effectiveness, which similarly focused on reducing the fragmentation in
the aid industry and on finding ways to ensure that aid supports coun-
try-led development. This declaration was agreed to by sixty-one bilat-
eral and multilateral donors and fifty-six aid recipient countries; four-
teen civil society organizations acted as observers. Specific indicators
for progress were agreed upon, and the DAC-OECD Working Party
on Aid Effectiveness was made responsible for monitoring the declara-
tion. The elements of this approach are set out in a triangle (see Figure
6–1).

The overarching goal is to increase aid effectiveness, combined with
results-based management and increased spending. The Paris Declara-
tion highlights the need for mutual accountability, for performance as-
sessment frameworks to be shared between donors and recipients, and
for assurance that incentive systems are in line.

Within the framework, ownership is seen as the first key ingredient
for success. Following the development of PRSPs and national plans like
the one in Uganda, many countries have now developed frameworks that
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set out plans that allow donors and recipient countries to work together,
with the countries “owning” the agenda.

Alignment refers to the way donors should engage with national plans
and priorities. It calls for improving consistency between the priorities
of donors and those of recipients. But it also implies consistency be-
tween donors’ procedures and practices, on the one hand, and national
institutions and processes, on the other. For example, aid instruments
like sector approaches and budget support should become better at re-
lying on national budgetary systems, and aid should complement exist-
ing systems and strengthen good practice.

Harmonization forms the base of the approach, focusing mostly on
how donors work together. This calls for donors to establish common
arrangements, share information, and simplify their procedures.

A survey carried out by the DAC in 2006—with data from thirty-
four recipient countries and sixty donors—clearly highlights that there
are still many challenges.11 It notes that there are too many actors with
competing objectives, especially in the poorest and most aid-dependent
countries, leading to high transaction costs. Technical cooperation is
still too donor driven. In-country practices do not always reflect agency

Figure 6–1. The Aid Effectiveness Pyramid
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commitment made at headquarters. It also mentions that donors should
provide more assistance to develop the capacity that is required for tak-
ing ownership of the development agenda. There is still a long way to
go before the goal of mutual accountability is achieved. Similar critiques
continue to be voiced by civil society organizations.

Conclusion

Looking back at the enthusiasm for these new approaches at the end of
the 1990s—driven by concerns about effectiveness internal to the aid
industry, as well as external pressure as manifested in the Jubilee 2000
campaign—it is not easy to judge how much the aid industry has changed
its behavior. Emphasis on country ownership is indicative of the diffi-
culties that the aid industry has in “letting go.” Forces are pushing in
different directions.

Early in its history the aid industry felt forced to become deeply in-
volved in the design and appraisal of projects. Many staff members spent
considerable time working directly to promote these projects. The rela-
tionship was transformed with structural adjustment. Whether by choice
or not, donors—the World Bank and the IMF, particularly—became
deeply involved in the heart of their recipients’ economic and financial
decision making. And this happened at the time that government bud-
gets were being cut, so their influence also became deeply unpopular. As
a result, the IMF and the World Bank became many people’s scape-
goats.

Close involvement in itself is not problematic, but the balance of power
between donor and recipient is. In the extreme case of China, which
receives very little aid, project staff have very close relationships with
the projects funded. Chinese government officials usually show appre-
ciation of that engagement, and the technical expertise brought in, but
the collaboration fits within a strategy that the government sets out. In
the case of aid-dependent countries this is very different, and experi-
ence shows that it is very hard to create ownership where this does not
exist, or where it is disputed. Approaches like CDF, UNDAF, and PRSPs
probably have not changed the aid relationships as much as was hoped
or expected. From the start the approaches were partly competitive, al-
ready indicating that they remained donor driven rather than funda-
mentally changing these relationships. The aid industry’s urge to show
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results has continued, and in many cases intensified, which does not
make leaving ownership to recipients any easier.

Approaches like PRSPs and CDF quickly became as controversial as
anything in the aid industry or in public policy in general. For some,
these approaches manifest the domination of global institutions; for oth-
ers, agencies simply failed to implement the approach they advocated.
Some have advocated deepening the approaches, particularly around
the Paris Declaration, while others want to abandon approaches like
PRSPs. The focus on aid coordination by some has been regarded as
key to the survival of the industry, while others feel that it puts “Paris
before poverty” and has started to neglect what aid can achieve on the
ground. Finally, the approaches are caught in a “chicken or egg” situa-
tion, where capacity and political will need to be strengthened in coun-
tries that are dependent on aid, but building up capacity and will is also
most difficult in those countries.

Further Readings

The DAC survey on progress in the aid effectiveness agenda and other
documents are available at www.oecd.org.

Another excellent source of information on aid instruments is the Resource
Centre website, www.gsdrc.org.

Civil society perspectives on the subject can be found at www.eurodad.org.
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7

Development’s Poor Cousins:
Environment, Gender, Participation,
and Rights

The aid industry’s lexicon includes cross-cutting and mainstreaming, which,
though jargon, highlight important aspects of the working of the indus-
try. This chapter focuses on four of these aspects: environment, gender,
participation, and rights. Each has a substantial literature of its own,
and this chapter places these in the context of wider development de-
bates and practices, how approaches have or have not influenced gen-
eral debates, and areas of contestation and institutional constraints.

Mainstreaming has been most explicitly defined with respect to gen-
der, often associated with the call of the Beijing Platform for Action that
“governments and other actors should promote an active and visible
policy of mainstreaming a gender perspective in all policies and
programmes.” Mainstreaming a gender perspective means assessing the
implications for women and men of any planned action, including legis-
lation, policies, and programs, at all levels and in all areas. It has also
been associated with an organizational strategy to bring a gender per-
spective into all aspects of an institution’s workings, including strength-
ening capacity and accountability.

The question of mainstreaming is relevant for the four issues de-
scribed in this chapter, as they can be described as separate themes, or as
relevant for all aspects of the aid industry. Often, consideration of these
objectives leads the industry to look outside its own organizations, par-
ticularly bilateral agencies, and work with other government depart-
ments on issues such as climate change and human rights. At the same
time, the four themes are the subject of strong advocacy by people within
and outside the aid industry. Some of the advocates have come to doubt
whether mainstreaming is the right way to promote goals, as they now
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believe that integration of radical objectives in the practices of the in-
dustry leads to a loss of transformative potential and that the industry’s
interest in these objectives is too much subject to fashion to be sustain-
able.

Development and Environment

By 2007 it was hard to imagine that environment ever was not central to
the concerns of the aid industry: Al Gore’s Inconvenient Truth had cap-
tured the attention of global audiences, receiving the Nobel Peace Prize
jointly with the Intergovernmental Panel on Climate Change; the Stern
Report in the UK, which looked at the economic impact of climate
change, had mobilized political action at the highest level (including the
prime minister calling for the World Bank to become a bank for the
environment as well as development); and thousands of people had gath-
ered in December 2007 on Bali for the UN Climate Change Confer-
ence. The aid industry, among other global and national institutions,
had become keenly aware that environmental changes were posing great
risks for future and even present generations.1

The Bali Conference—which focused on working out an agreement
for a process to follow up on the 1997 Kyoto protocol, which was signed
by OECD countries that committed themselves to reducing greenhouse
gases—succeeded a series of international conference on the environ-
ment. In 1972, in Stockholm, the United Nations Conference on the
Human Environment focused on the preservation and enhancement of
the human environment. The declaration highlighted the need for pro-
tection and improvement of the environment as it affects the well-being
of peoples and economic development throughout the world. It noted
the link between environmental problems and underdevelopment, pres-
sure caused by population growth, and noted, “A point has been reached
in history when we must shape our actions throughout the world with a
more prudent care for their environmental consequences.” The UN’s
World Commission on Environment and Development, better known
as the Brundtland Commission, in 1987 provided a common definition
of sustainable development: “meeting the needs of the present without
compromising the ability of future generations to meet their own needs.”

The 1992 Earth Summit in Rio de Janeiro indicated the increased
public attention to UN conferences. The summit stressed that “noth-
ing less than a transformation of our attitudes and behaviour would bring
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about the necessary changes.” At the conference governments recog-
nized the need to take into account the environmental impact of any
policy decisions and empowered the United Nations to monitor pro-
duction of toxic components, use of fossil fuels, and promotion of pub-
lic transport, among other things. This resulted in Agenda 21, accord-
ing to the United Nations itself, “the most comprehensive and, if
implemented, effective programme of action ever sanctioned by the in-
ternational community.” The summit commitments, reviewed in 1997,
showed more disappointment than progress, and a strong North-South
divide. The Bali conference ten years later comprised 187 countries that
agreed to begin talks on climate change.

Can environment be integrated into development goals, analyses, and
aid modalities? Ensuring environmental sustainability is part of the MDG
framework. It commits the international community to integrating the
principles of sustainable development into country policies and programs,
and reversing loss of environmental resources; reducing the proportion
of people without sustainable access to safe drinking water; and improv-
ing the lives of slum dwellers.2 Following the Rio conference, many coun-
tries developed Agenda 21 plans. But the existence of goals and plans is
not sufficient to guarantee that the issue is adequately addressed, and
there is in the view of its supporters evidence that in PRSPs environ-
ment and sustainability often were insufficiently incorporated, and that
not all MDGs have received equal attention.

At the conceptual level, whether environmental concerns are seen as
part of the overarching poverty concern depends, of course, very much
on how poverty or development are defined. As we discussed in Chapter 3,
much and perhaps most attention has been to monetary dimensions, in
headcounts of people under the poverty line, or in GDP. These defini-
tions are inadequate to capture environmental issues, and they require
extension in at least two ways. First, they need to view poverty as a multi-
dimensional phenomenon and include people’s interaction with their
environment and access or entitlement to (natural) resources as elements
of well-being and deprivation. Second, they need to incorporate a tem-
poral dimension and look at the sustainability of the ways in which the
environment is used and how existing production patterns maintain or
diminish environmental resources in the long run.

How have environmental concerns been integrated into aid practices?
First, the aid industry has made significant investment in environmental
conservation, as shown, for example, in the ten cases put together by a
number of researchers from IIED (Bass et al. 2005). This includes
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long-term engagement of NGOs like the Aga Khan Rural Support
Programme in Pakistan’s northern areas, which started with social orga-
nization and leadership development and subsequently took up support
to communities for livelihood development, and addressing environ-
mental conservation through, for example, joint forestry projects (Zehra
2005). In China, the World Bank has supported a range of projects,
sometimes integrating reforestation and soil improvement into projects
(as in the Yangtze Basin project), or with a central focus on sustainable
land use (as in the Loess Plateau Project) (Taylor 2005). Following the

Box 7–1. Poverty-Environment Links Are Contested

Links between poverty and environment are not straightforward.
Poor people and poor nations use far less energy than rich ones.
Even China will be a much smaller polluter per capita long after it
becomes the world’s largest emitter of greenhouse gases, and the
poorest people in China will continue to use very little energy in
the near future. Demographic changes also play an important role,
and China has argued that its one-child policy has greatly reduced
the country’s environmental impacts.

Poor people are often victims of environmental degradation;
they often live in the most vulnerable areas and have the least
capacity to protect themselves. Poor people can contribute to
environmental degradation; they often have no options or alter-
natives, and variability in income, for example, may lead to envi-
ronmentally degrading practices. But poor people’s practices or
livelihoods can contribute to conservation of the environment,
and degradation such as deforestation often follows poorer groups’
loss of access to such resources. Environmental stress also can
have an impact on conflict, for example, competition for land
resources, affecting poor people as well as those who are better
off. Links between environment and poverty are not merely an
issue of resource availability, but depend on entitlements and
power relations in access to resources and technologies. Advo-
cates argue that policymakers, including donors, need to under-
stand these complexities and to ensure that the voices of
beneficiaries are adequately heard and understood.
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Stern Report, the UK announced funding of £800 million, through the
International Environmental Transformation Fund, for reducing pov-
erty through environmental management and helping developing coun-
tries respond to climate change. It also announced funding of £50 mil-
lion for tackling deforestation in the Congo Basin.

Second, environmental concerns are usually considered in projects
through environmental appraisals or assessments. For the World Bank,
the environmental assessment is one of the ten so-called safeguard poli-
cies that cover social and legal areas as well as environmental issues.
These assessments intend to identify, avoid, and mitigate potential nega-
tive environmental impacts associated with any of the lending opera-
tions, and to ensure that project options under consideration are sound
and sustainable. Use of the assessments is intended to ensure that the
people who potentially will be affected have been properly consulted.3

In the case of the Poor Rural Communities Development Project in
southern China (see Box 4–2), the World Bank environmental assess-
ment concluded that the overall environmental impact of the project
was likely to be positive.4 The participatory approach is likely to con-
tribute to reducing environmental degradation. Specific environmental
benefits would include improved soil and water management, increase
of permanent vegetation cover, improved agricultural and animal hus-
bandry practices, and training in environmental better practices. While
negative environmental effects could occur, these were likely to be modest
and localized, such as degradation from improved road access, increased
grazing exceeding the land’s carrying capacity and causing soil erosion,
increased waste disposal, and higher use of fertilizer and pesticides. It
was expected that these negative consequences would be outweighed by
positive environmental impacts achieved through the project, and that
more negative development could be expected if the project did not
take place. Finally, the project put in place an environmental manage-
ment plan with measures to mitigate negative impacts and ways to moni-
tor these measures.

To conclude, because of the recent interest in and the evidence on
climate change, environmental concerns now are at the heart of the prac-
tices of the aid industry. Many of the recent efforts also involve more
agencies and ministries outside the traditional aid industry. Environ-
mental assessments are now well integrated into the daily operation of
aid agencies. But interest in the environment has come in waves, and
only the future will tell whether the current interest will be sustained.
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Gender and Development: Advocacy and Mainstreaming

Like the environment, gender and development have never had an easy
relationship. Much of the progress in bringing gender to the develop-
ment agenda, as has been the case in other spheres of public policy, has
been the result of sustained advocacy. As in the previous section we dis-
cuss this relationship in terms of development goals, analysis,
mainstreaming in aid practices, and a critique of the results of a main-
streaming approach.

In discussing gender we use a definition that clearly delineates gen-
der from sex: sex refers to the biological and physiological characteris-
tics that define men and women; gender refers to the socially constructed
roles, behaviors, activities, and relationship between the sexes that a
particular society considers appropriate. For example, gender differences
are women earning less than men for the same jobs, or women doing
more housework than men. While all societies differ in the way they
assign roles to men and women, gender differences and discrimination
exist in all societies. Gender equality, therefore, means equal treatment
of women and men in terms of access to resources, services, laws, poli-
cies and participation in decision making.

It is common to distinguish between two ways in which gender can be
addressed. A Women in Development (WID) approach “calls for greater
attention to women in development policy and practice, and emphasises
the need to integrate them into the development process.” The Gender
and Development (GAD) approach “focuses on the socially constructed
basis of differences between men and women and emphasizes the need to
challenge existing gender roles and relations” (Reeves and Baden 2000,
3). Over time, emphasis has shifted from WID to GAD, though in prac-
tice the differences between the two approaches are not clear cut.

The third MDG focuses on the promotion of gender equality and
the empowerment of women. The target associated with measuring
progress is to eliminate gender disparity in primary and secondary edu-
cation by 2015, and the four indicators used are the ratio of girls to boys
in education, the ratio of literate females to males, the share of women
in non-agricultural wage employment, and the proportion of seats held
by women in national parliaments. Other MDGs also directly relate to
the well-being of women, particularly to women’s health. Moreover, it
is commonly pointed out that gender equality is important for achiev-
ing the other MDGs, a so-called instrumental case for reducing gender
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inequalities. Two measures of gender inequality are summarized in the
1997 Human Development Report:

• The Gender Development Index or GDI is an indicator of gender
inequality in basic capabilities. It is based on the Human Develop-
ment Index, focusing on the three basic capabilities included in
this (life expectancy, educational attainment, and income), and
adjusts these for gender inequality. As with the HDI, this shows
that higher GDP does not directly translate into better GDI, while
there seems to be a closer relation between HDI and GDI.

• The Gender Empowerment Measure or GEM measures gender
inequality in key areas of economic and political participation and
decision making, such as seats held in parliament and percentage
of managerial positions held by women.

A recent innovation in measuring gender inequality has come from the
World Economic Forum. It is similar to a GDI and a GEM, assessing
countries on how well they divide resources and opportunities among
their male and female populations, regardless of the overall levels of
these resources and opportunities. It focuses on four critical areas of
inequality between men and women: economic participation and op-
portunity; educational attainment; political empowerment; and health
and survival. It is worth noting that none of these measures cover people’s
attitudes to women or gender equality, though data for this are available
through the World Value Survey.5

In the aid industry, and for advocates influencing it, the Convention
on the Elimination of All Forms of Discrimination against Women
(CEDAW), adopted in 1979 by the UN General Assembly, is the most
important international framework.6 The idea of mainstreaming gen-
der—bringing gender issues into the mainstream of society and ensur-
ing that gender equality is a primary goal in all areas of development—
was emphasized as an international strategy for promoting gender
equality by the Platform for Action adopted at the UN Fourth World
Conference on Women, held in Beijing in 1995. In 1997 the United
Nations defined the concept of gender mainstreaming as follows:

Mainstreaming a gender perspective is the process of assess-
ing the implications for women and men of any planned ac-
tion, including legislation, policies or programmes, in any area
and at all levels. It is a strategy for making the concerns and
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experiences of women as well as of men an integral part of the
design, implementation, monitoring and evaluation of poli-
cies and programmes in all political, economic and societal
spheres so that women and men benefit equally, and inequal-
ity is not perpetuated. The ultimate goal is to achieve gender
equality.7

A focus on mainstreaming means that adding a “women’s component”
is not sufficient, though there may be a need for activities that target
women specifically or for affirmative action. It includes but goes be-
yond increasing women’s participation through quotas for women in
schools or watershed management committees, for example, or ensur-
ing that women have equal access to training in development projects.
Mainstreaming gender means bringing the experience, knowledge, and
interests of women and men to bear on the development agenda. The
goal of mainstreaming gender is to transform unequal social structures
into equal and just structures for both men and women. To ensure this,
it is advocated that development agencies have an institution-wide mecha-
nism for ensuring gender equality, with high-level support, monitoring
of progress, and recognition that all actions and programs can have a
gender aspect and gender analysis should always be carried out. A spe-
cific example is the introduction of “gender champions,” senior manag-
ers who ensure that gender is addressed in all parts of the organizations
through regular reporting and inclusion of discussion in meetings. Some
organizations use financial initiatives for its senior managers to pro-
mote addressing gender. Finally, a gender mainstreaming approach fo-
cuses on the intrinsic value of gender equality; while much research fo-
cuses on the instrumental value of addressing gender—showing that
women’s empowerment is good for other goals, such as child health,
repaying micro-credit, or economic growth—a gender mainstreaming
approach highlights that gender equality is a value in itself.

What does a GAD approach in development projects look like? Let’s
go back to the example of Poor Rural Communities Development Project
in southern China (see Box 4–2)—not because this contained the best
approach to gender, but because it helps to provide insight into how
projects try to mainstream gender. First, the analysis in preparation for
the project highlighted the strong gender differences in project areas,
directly linked to levels of poverty. Despite official commitments to gen-
der equality, some gender disparities were growing or remained large,
for example, the ratio of newborn boys to girls (as an indicator of
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discrimination), maternal mortality in poorer regions, increasing ratios
of women infected by HIV, higher levels of illiteracy among women,
and lower levels of medical care or school attendance of girls compared
to boys. The project proposed to mainstream gender equity and to ad-
dress discrimination. It chose to use the participatory approach as the
main vehicle to support the participation of women throughout the
project cycle. Second, it was proposed that each of the three participat-
ing provinces produce its own gender mainstreaming strategy. This strat-
egy was to include gender training for building management capacity,
disaggregating data and monitoring project benefits for and impacts on
men and women, and supporting specific initiatives to meet the particu-
lar needs of women, like maternal health.

While mainstreaming gender in projects remains demanding, the
challenges become larger as we move up to aid modalities like sector
approaches and PRSPs.8 The first step in a sector approach to
mainstreaming gender is analysis of gender issues and discrimination in
the relevant sector, such as legal and regulatory framework, budgets,
service delivery aspects, wage differentials, women’s time availability,
and so on. Gender budgets are a way to enhance a gender focus and
participation within budget-making processes (see Box 7–2). This ap-
proach arose outside the industry, but many agencies have come to sup-
port it. As we noted above, preparations of sector approaches are time
consuming and need the involvement of large numbers of stakeholders;
a gender approach highlights this need to ensure women and repre-
sentative groups are sufficiently consulted and are consulted in an appro-
priate way. To sustain gender mainstreaming the appropriate structures
need to be in place. This may include attention to the gender balance
within institutions and addressing existing gender stereotypes. Finally,
the gender mainstreaming approach needs to be reflected in monitoring.

Gender Equality in Sector Wide Approaches highlighted the challenges
for gender mainstreaming in sector approaches (OECD DAC 2002). It
found that the approach to gender focused on narrowly defined invest-
ments in women or girls and did not address the underlying conditions
that produce unequal opportunities for men and women. It found that
organizing consultations in a gender sensitive way was challenging in
many cases, that limited progress was made in addressing gender imbal-
ances within the institutions responsible for implementing the sector
approaches, and that gender-sensitive monitoring was weakly developed.

Similarly, gender mainstreaming was found to remain a big challenge
in PRSP approaches, despite explicit guidance through the PRSP
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Box 7–2. Gender Budget Initiatives

A gender budget initiative analyzes public expenditure or taxation
from a gender perspective, identifying the implications and impact
for women and girls. It may be located inside government depart-
ments, organized by officials and ministers, or established by re-
searchers and civil society. It can cover the whole budget or selected
departments or programs, and it can focus on different stages of the
budget cycle. Perhaps fifty gender budget initiatives now exist
around the world. The idea emerged in Australia in 1984 and in-
spired initiatives around the world.

The South African initiative was a collaboration among NGOs,
research and policy institutions, and parliamentarians. In 1997
the South African government initiated a gender budget initiative,
coordinated by the Ministry of Finance, involving citizens in the
policy area of budgets. This initiative analyzed various years of
national ministries and provincial budgets with respect to (1) the
positions of women and men and girls and boys within each sec-
tor, (2) whether government policies adequately address prob-
lems, (3) resources allocated to implement gender-sensitive
policies, and (4) how well resources reach intended goals.

The Tanzanian Gender Budget Initiative was started in 1997
by civil society and also works closely with government. It fo-
cused first on ministries of education and health, and then agri-
culture, trade and industry. Research findings are shared when
the budget is being debated in Parliament. Women’s organiza-
tions have been invited to participate in other government pro-
cesses, such as the public expenditure review and the PRSPs.

The Ugandan gender budget initiative was started after the Fo-
rum for Women in Democracy, a women’s rights group formed
around female MPs. It commissioned national level and district
level research on gender and budget issues and provided support
to local level initiatives. Research has been carried out by univer-
sity researchers along with parliamentarians and civil servants, jour-
nalists, and civil society activists. Some of the findings have been
reflected in parliamentary budget reports. The popular report Shar-
ing the National Cake helped to spread gender analysis ideas.
Sources: Commonwealth Secretariat 1999; Judd 2002; and Budlender 2003. A
joint initiative led by UNIFEM brings together gender initiatives (www.gender-
budgets.org). The International Budget project (www.internationalbudget.org)
provides a broad overview of participatory budgeting initiatives.
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sourcebook (Kabeer 2003; World Bank 2001; Klugman 2002). Reviews
showed that only in half of the PRSPs was there a detailed discussion of
gender issues. Poverty analyses often did not highlight different ways in
which women and men experience poverty, and gender priorities were
not fully or systematically reflected in discussions of policy priorities, bud-
gets, and monitoring. It was noted that people responsible for drafting PRSPs
often lacked knowledge of gender issues, while gender advocates often lacked
the technical expertise to engage effectively in discussions on budgets.

A more radical critique has emerged from feminists and activists.
According to Ines Smyth, former Oxfam GB gender adviser, “Terms
such as ‘empowerment,’ ‘gender,’ and ‘gender mainstreaming’ which
originated in feminist thinking and activism have lost their moorings
and become depoliticized” (Smyth 2007, 582). The way gender is
mainstreamed often draws heavily on instrumental arguments, for ex-
ample, about the beneficial impact of gender equality on other MDGs.
When mainstreamed, a focus on gender equality can lose the emphasis
on the need to transform institutional rules, as they become absorbed in
regular management structures of organizations without further reflec-
tion on the structures themselves (the idea of “gender champions” may
be an example). As gender is mainstreamed, fewer resources may be
made available for addressing women’s needs explicitly.

Thus, whether progress has been made in mainstreaming gender is
and will remain contested.9 Alongside continued advocacy, analytical
work and tools like gender budgets have made gender concerns more
central to development thinking and national policies, even though the
capacity of international agencies is not always matched at national lev-
els. Observers of Latin America have noted that the record of gender
inclusion in the region has been impressive and that gender has been
addressed more effectively than other elements of social exclusion and
race discrimination (Buvinić  and Mazza 2008). Agreement on any single
assessment should not be expected; advocacy for and debate around gen-
der mainstreaming indicates that the development agenda remains com-
plex with multiple tradeoffs, that there are different ways of measuring
progress, and that there are differing objectives and expectations among
the advocates of gender equality.

Participation

The aid industry’s emphasis on participation, community organiza-
tion, or development has moved in waves. While the basic idea that
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participation by beneficiaries is important is barely disputed any more,
there is much debate over how important participation should be in
project and program design and how many resources should be devoted
to the process; whether it is a value in itself or merely of instrumental
importance; and what can be expected from processes of participation.
Participation can be defined as the process through which primary stake-
holders influence and share control of development initiatives, decisions,
and resources. It is based on a belief that individuals—poor or rich, man
or woman—have the capacity to analyze their own reality and take ac-
tion based on their analysis, given the opportunity. Mainstreaming par-
ticipation is about the full and systematic incorporation of participatory
methodologies into the work of institutions, which, according to advo-
cates like Robert Chambers implies drastic changes in the attitudes of
aid officials.

David Korten described the early waves in participatory (or partici-
pative) approaches (Korten 1980). The community development move-
ment started in the 1920s, and the Ford Foundation funded a pilot project
in Uttar Pradesh, India, in 1948—in a context where Gandhian prin-
ciples favored community-based approaches even though Nehruvian-
style modernization was proceeding simultaneously.10 Indian commu-
nity-development efforts inspired programs in over sixty nations during
the 1950s, often described as the community development’s decade of
prominence. However, within a decade or so the optimism had already
disappeared, partly because of the growing popularity of central plan-
ning, and partly because the experiments showed a series of weaknesses:

• community development experiments did not try to change exist-
ing power structures, which contributed to capture of benefits by
local elites;

• there was limited attention to building up local organizations and
capacity to solve problems and deal with broader administrative
systems;

• agencies were set up separate from regular line departments, which
caused coordination problems and bureaucratic conflict;

• when conventional bureaucracy was involved, project implemen-
tation was not very responsive to people’s willingness and capabil-
ity to participate. (see Korten 1980, 482)

But advocacy for strengthening participatory processes in development
practices continued, as it did in other parts of public policy. For example,
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in 1974 Michael Cernea joined the World Bank as its first sociologist, in
the newly established Rural Development Division. From the late 1970s
he worked on guidelines for resettlement that became World Bank policy
in 1980, and in the mid-1980s he organized an influential seminar series
that resulted in the publication Putting People First (a title later used by
Bill Clinton for a book in 1992). Around the same time Robert Cham-
bers, another of the “fifty key thinkers in development” (Simon 2006),
became influential through his idea of “reversals” of development real-
ity, the need for “putting the last first,” and “farmer first.”11 In Latin
America ideas based on “participatory democracy” emerged in the sec-
ond half of the 1980s (see Box 7–3), and, like other initiatives that emerged
elsewhere, became popular within the aid industry.12

Despite the difficult years of adjustment—and sometimes because of
it, as enhanced participation was often seen as an alternative while the
state was rolled back, and instruments like social funds became popular
initially as ways to ameliorate the effects of crisis and adjustment—a
series of initiatives continued to emphasize the need for participation,
and a wide range of instruments and resources has been developed, of-
ten drawing on initiatives like the one in Porto Alegre. Within the World
Bank, Community Driven Development (CDD) emerged, drawing on
participatory approaches in projects, building on the thinking about social
capital, and incorporating the social fund approaches. According to the
World Bank website, CDD “is an approach that gives control over plan-
ning decisions and investment resources to community groups and lo-
cal governments.” The CDD portfolio in the World Bank is approxi-
mately $2 billion a year. It operates in many areas of development,
including disaster relief and preparedness, supporting livelihoods more
generally, and so on. Support focuses on building the capacity of com-
munities and enhancing their access to information, based on the as-
sumption that with support they can become their “own agent of devel-
opment”; on promoting reforms in the institutions that have an impact
on the well-being of these communities; and on strengthening relations
among communities and particularly between countries and local gov-
ernment.

The participatory approach came to influence the analyses that in-
form the practices of the aid industry. Participatory rural appraisal (com-
monly known as PRA) evolved from rapid rural appraisals that were
basically a set of informal techniques used to collect essential data
quickly. PRA is a set of methods that emphasize local knowledge and
enable local people to make their own appraisal, analysis, and plans for
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Box 7–3. Pro-poor Participatory Budgeting:
Porto Alegre, Brazil

Decentralization in Brazil resulted in a three-tiered public bud-
get: federal, state, and municipal. Changes in the 1988 Constitu-
tion allowed for some autonomy at the municipal level in
determining revenues and expenditures in investment decisions.
The decentralization of budgetary decisions and the long history
of democratic civil society action contributed to the establishment
of participatory budget making in Porto Alegre in 1989.

The creation of this new democratic institution enabled the
participation of citizens in discussions of budgetary issues. The
main institutions are regional and thematic plenary assemblies,
which hold two rounds annually. All citizens are entitled and
encouraged to participate in discussions about transportation,
education, leisure, health, social welfare, and economic develop-
ment. The assemblies and preparatory meetings define and rank
regional or thematic demands and priorities. They elect delegates
and councilors and carry out an evaluation of the executive’s per-
formance. The councilors then use general criteria to rank the
demands of the assemblies to determine the allocation of funds
and vote on the investment proposals of the executive. Although
conflicts have arisen, most citizens believe that the participatory
budget has resulted in improved services, for example, in water
services and school enrollment.

development projects. Methods often involve group discussions and
semi-structured interviews. Materials and visual aids and tools are used
to help groups analyze development problems (through mapping and
seasonal diagrams), prioritize solutions (through preference ranking),
and facilitate joint action.13 In the 1990s participatory approaches also
started to influence poverty analysis, which had a predominantly quan-
titative focus. Participatory poverty analysis (PPA) became a central fea-
ture of the development of many of the PRSPs.14 One of the most suc-
cessful examples of this was in Vietnam. International NGOs had started
with small-scale PPAs at local levels to guide projects. The 2000 World
Development Report and World Bank support helped to start PPAs (which
complemented quantitative poverty analysis) on a much broader scale.
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Later, village consultations were used to get feedback from villagers on
the draft of the PRSP; in the end twelve provinces were covered. These
consultations are thought to have had a significant influence on the PRSP
by highlighting the high costs of basic services in health and education,
the importance of exclusion of migrants, the need to enhance commu-
nity participation in infrastructure projects, and the need for better com-
munication about and transparency in government projects, among other
issues.15

Two examples illustrate participatory approaches in aid projects.16 The
first, the Rural Integrated Project Support program in Tanzania, started
in 1988, is a district-level project including water, health care, educa-
tion, agriculture, local government, savings and credit, transport and
marketing, and natural-resource management. After an evaluation of
phase one in 1993 showed weaknesses in program delivery at the com-
munity level, a participatory planning process was introduced, with a
commitment to long-term support for strengthening participation. The
program supported local communities and government authorities in
the identification of priorities and action. According to reviews, this led
to improvements in all aspects of the program with fairly limited re-
sources (Blackburn, Chambers, and Gaventa 2000, 9). The second ex-
ample, the Poor Rural Communities Development Project in China,
emphasized an approach to inclusive and transparent project planning,
implementation, and monitoring at the community level, building ca-
pacities for participation within the project-management system. It also
tried to link village-level planning to county-level planning and imple-
mentation. The project developed specific participatory methods of
poverty analysis, planning, implementation, and monitoring; trained
facilitators at the county and township levels; and developed a pilot to
maximize community participation.17

The extent to which participation has now been mainstreamed is sub-
ject to debate. The importance of participation is recognized in most
aid agencies and in most sectors. Robert Chambers (2005) notes that
participation finally has been mainstreamed. Data show the impact of
participation on improving project quality and sustainability, on the ex-
tent of targeting and capture by elites, and on possibilities for scaling up
(Mansuri and Rao 2004). There is also recognition that participation is
no panacea, that time and resources need to be invested to make partici-
pation effective and meaningful, and that participation at local levels
needs to be accompanied by changes in mainstream policymaking and
implementation. Nonetheless, resistance to participation is common too,
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in part because of doubts about what it can achieve, and in part because
of resistance of traditional top-down planners and aid agency staff.

In fact, the use of participatory approaches in development practice
has come under fierce criticism.18 In particular, it has been argued that
the use of participatory methods by large aid agencies has been used
more to legitimize their actions than to give people the power to make
their own decisions, or that it was more about solving the delivery prob-
lems of aid agencies than empowering its beneficiaries. The latter was a
main motivation for Wolfensohn’s interest in community development,
for example, in Indonesia. For some, mainstreaming participation has
resulted in a loss of critical and political content. One key question is
whether participation is a right, which we address in the next section.

Rights-based Approaches to Development

Among the four cross-cutting issues discussed in this chapter, approaches
to rights probably have found least currency and have been least
mainstreamed. On the one hand, like environment and gender, interna-
tional conferences have emphasized development as a human right.
Human rights, central to the US and French constitutions since the late
eighteenth century, became part of global governance frameworks with
the Universal Declaration of Human Rights and subsequent human rights
treaties and bodies.

Human rights started to become integrated into the development
discourse during the early 1970s, and the Declaration on the Right to
Development was adopted by the UN General Assembly in 1986. The
World Conference on Human Rights, held in Vienna in June 1993, re-
affirmed the right to development, as established in the Declaration on
the Right to Development . . . “as an integral part of human rights.”
Kofi Annan tried to move human rights to the core of the UN agenda.
A number of NGOs, bilateral agencies, and UN agencies have devel-
oped policy papers and courses on mainstreaming rights, or rights-based
approaches to development (see Box 7–4).

Mainstreaming rights, or making rights central to aid practices, faces
large challenges. In the international arena, debates about human rights
often become debates between North and South, and there are con-
cerns that the concepts of rights reflect Western norms and do not al-
low for different or culturally specific manifestations. Moreover, the
United States usually has refused to ratify international conventions that
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define rights, partly because of ideological objections, partly because of
the potential implications of justiciable rights. Economic thinking has
an almost natural aversion to debates on rights. Advocates of rights-
based approaches have been criticized for overstating the potential of
aid agencies (often the smaller ones), for politicizing development
projects, and for creating false hope (Gready and Ensor 2005, 28–40).
Most important for our discussion here is why and when rights ap-
proaches entered the approaches of the aid industry.

Peter Uvin (2004) emphasizes that human rights are poorly integrated
into development approaches, and that this needs to be improved, as
donors can do harm. He describes four ways in which human rights and

Box 7–4. Human Rights Principles

The UNDP, stressing that human rights and development are two
sides of the same coin, proposes four main human rights prin-
ciples:

• Universality and indivisibility: Every woman, man and
child is entitled to enjoy her or his human rights simply by
virtue of being human. . . . Enjoyment of one right is indi-
visibly inter-related to the enjoyment of other rights.

• Equality and non-discrimination: Human rights are for
everyone, as much for people living in poverty and social
isolation as for the rich and educated. . . . Equality also
requires that all persons within a society enjoy equal ac-
cess to the available goods and services that are necessary
to fulfil basic human needs.

• Participation and inclusion: Every person and all peoples
are entitled to participate in, contribute to, and enjoy civil,
economic, social, cultural and political development.

• Accountability and rule of law: States have the primary
responsibility to create the enabling environment in which
all people can enjoy their human rights, and have the ob-
ligation to ensure that respect for human rights norms and
principles is integrated into all levels of governance and
policy-making. (UNDP 2003, 7–8)
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development can be brought together. First, there is what he calls “rhe-
torical repackaging,” which has been popular among aid agencies that
need to maintain the moral high ground. This can be a first step to
change but may also be a smoke screen. It can obscure the important
difference between service-based and rights-based approaches to devel-
opment. A focus on the distribution of goods and services to recipients
is not incompatible but also not identical with those recipients having
entitlements to these services.

Second, there is the possibility of donor conditionality that can make
donor behavior more principled, for example, if the principles of the
Paris Consensus were actually binding. Rights-related conditionality
might ensure that aid agencies impose less self-censorship. However,
Uvin agrees with the findings that conditionality is unlikely to be suc-
cessful and never fully implemented. Moreover, conditionality is cur-
rently situated in contracts between governments, and does not neces-
sarily—and in practice usually does not—translate into relationships of
rights between governments and citizens.

Third, instead of conditionality, aid agencies can provide positive and
constructive support. Aid agencies can support strengthening the insti-
tutions that promote human rights, though in practice rights projects
suffer from the typical problems of project aid, such as being short term
and fixed on disbursement. In fact, many agencies, including the World
Bank, have supported projects related to legal and judiciary reform,19

and advocacy for rights, such as ActionAid Brazil’s support to achieving
rights to food and sustainable nutrition (Antunes and Romano 2005)
and a DFID-funded project helping poor communities in Bolivia gain
identity cards, enabling them to vote for the first time, and to access
social and health services.

Fourth, rights and development can be brought together through a
rights-based approach to development. This provides a normative frame-
work for achieving development priorities, redefines the nature of the
aid relationship, and moves aid from being a charitable activity to one
that is based on claims and justiciability. It sees beneficiaries as rights
holders and project staff and policymakers as duty bearers.

Examples of moves toward rights-based approaches can be found
among organizations that support children. Child welfare agencies have
usually treated children as passive, seldom involving them in project or
policy development. Under the influence of the UN Convention on the
Rights of the Child, agencies have started to see children as holders of
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rights to express their views, have access to information, and participate
in policy development (Theis and O’Kane 2005).

A right-based approach takes approaches to participation a step fur-
ther. For CARE International, a human rights approach to its work im-
plies that “we view people we assist as rights-holders and not simply
beneficiaries or participants,” and the overarching aim is to facilitate
marginalized and vulnerable people to achieve their rights.20 In the case
of CARE’s work in a pilot project in Rwanda, adopting a rights-based
approach implied an internal transformation of the organization and
construction of a culture of rights within the organization. Second, it
carried out a participatory analysis of the causes of poverty in Rwanda,
highlighting the rights issues underlying poverty (such as discrimina-
tion and unaccountable governance) and based choices for program-
ming on this analysis. Third, it introduced rights-based monitoring (“bot-
tom-up accountability”) into its programs as a way to ensure that the
children it supports, for example, hold CARE to account.

The UNDP Human Rights Principles (see Box 7–4) use the language
of mainstreaming rights, illustrating a combination of the third and fourth
approach. UNDP emphasizes that values, principles, and standards of
human rights must guide and permeate the entire development pro-
gramming process, adding that such an approach presupposes that hu-
man rights are reflected in a country’s norms and institutions. In the
view of UNDP this usually implies investing in advocacy and sensitiz-
ing partners on human rights, support for a sustainable system of legal
and non-legal forms of enforcement, application of human rights in law
and reality, and effective systems for societal monitoring of human rights
enforcement.

A rights-based approach to development—in the fourth meaning as
defined above—poses significant challenges to the aid industry. Accord-
ing to Peter Uvin, one of its main advocates, “the track record of the
rights to development is catastrophic” (Uvin 2007, 598). Support for
strengthening legal institutions and awareness of rights is undertaken
only by a few agencies, and often in contexts that are not controversial.
NGOs have developed various ways to strengthen advocacy for rights
in many countries but are mostly still far removed from being “duty
bearers” themselves. Moving from current aid practices to a rights-based
approach is thus a deeply political process. The transformation from
the current way in which the aid industry works, where it is largely ac-
countable to its taxpayers and stakeholders, to one where beneficiaries
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become participants, and where aid agencies are accountable as duty
bearers to rights holders, is still a long way ahead.

Conclusion

These four cross-cutting themes illustrate the complexity that the aid
industry addresses. The industry has moved a long way from its 1950s
and 1960s focus on technical projects and financing of countries’ sav-
ings gaps. That narrow focus has been successfully challenged by advo-
cates within and outside aid organizations who have placed issues of
participation and gender firmly “on the agenda.” The brief descriptions
in this chapter show that the importance given to these issues moves in
waves, with environment as a recent example of sudden increased inter-
est.

The questions that these cross-cutting issues pose are not unique to
the aid industry. Most public and private institutions have been or are
perennially challenged to address questions of gender and rights more
forcefully. What makes the aid industry different is that it is challenged
mostly by its funders, and its main challenge lies in the translation of
these pressures from taxpayers to the realities in which it works. Such
influences are wide ranging; they can consist of changes with long-term
implications, like the introduction of new acts, to short-term ones relat-
ing to politicians’ need to show results. This highlights one of the key
challenges to a rights-based approach to international development, even
though expanding international frameworks increasingly provide the
space for moving from a charitable approach to one where rights and
duties drive the way the industry operates.

Within the aid industry the emphasis on mainstreaming continues.
Different parts of the industry and different people within agencies con-
tinue to define main objectives in different ways—and continue to differ
about whether they can focus on issues of gender and rights.
Mainstreaming remains a strategy for people within agencies in which
they continue to argue for the importance of addressing gender and
rights because they are values in themselves and because they have an
instrumental value in helping to address other goals (such as addressing
gender inequality because it is good for growth, or enhancing participa-
tion because it improves project efficiency).

At the same time, the emphasis on mainstreaming itself is contested.
Feminist advocates in particular have concluded that the gains in terms
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of integrating women’s issues into existing policy have been modest and
not transformative. They believe that political commitment and civil
society mobilization remain essential to ensure such progress, and that
mainstreaming may contribute to an instrumental approach to gender
equality.

Further Readings

One of the most extensive sources on gender is the Sussex-based website
http://www.bridge.ids.ac.uk/bridge/.

A wide range of sources on participation can be found at the website of the
IDS participation team (www.ids.ac.uk) and the participatory learn-
ing and action resources at IIED (www.iied.org).

Bass et al. (2005) give an excellent introduction to poverty-environment
links and offers a series of case studies on how environment has been
incorporated into aid projects.

One of the most quoted sources on environment, based on Amartya Sen’s
entitlement framework, is Leach, Mearns, and Scoones (1997).

Gready and Ensor (2005) give a good overview of the history of rights ap-
proaches and a dozen case studies.

The World Bank’s Social Analysis Sourcebook (2003) focuses on how social
dimensions can be incorporated into the design of projects.
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8

What Works in the Aid Industry?
What Doesn’t? How Do We Know?

The performance of aid is enormously contested. There is widespread
critique of the practices of development aid, but as we saw, that critique
is diverse, with different analysts seeing different problems with aid.
Moreover, in the preceding chapters we saw that development approaches
have evolved, often very quickly, making assessments of performance
difficult. Some of the changes are political—for example, when new
development departments get new ministers—but some are a direct re-
action to problems identified in earlier approaches.

As a result of the increasing internal and external critique, and a grow-
ing need to show results for taxpayers’ money, analyzing the impact of
aid has become more important. Questions asked and methodologies
used vary a great deal. At one end of the spectrum, studies have used
cross-country statistical analysis to look at the impact of aid on eco-
nomic growth, and this has become a large and contested field of en-
quiry. At the other end, receiving far less public attention, there are
hundreds of studies on the results of development projects (most devel-
opment agencies do evaluations of their projects). In between, new pro-
gram or sector-wide approaches have developed their own forms of evalu-
ation and monitoring. This chapter discusses these different approaches.
(For definitions of terms used in evaluation, see Box 8–1 and Table 8–1).

It is important to emphasize that different agencies have different
approaches to monitoring and evaluation. Many of the bilateral agen-
cies have good systems for monitoring programs—as a form of regular
supervision and feedback during the project cycle. But evaluation—the
assessment of impact after the project has finished—is often less well
developed.1 The World Bank and the IMF have relatively strong sys-
tems of peer review at the design stage of projects, monitoring or supervi-
sion, and post-project evaluation by a relatively independent evaluation
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department; this may be because they provide loans, not grants, and are
accountable to their members. New agencies like the Gates Founda-
tion, the Clinton Foundation, the William and Flora Hewlett Founda-
tion, and the Millennium Challenge Corporation all emphasize the need
for better determination of whether their investments are well spent.
But in all agencies, pressure may influence evaluation results and con-
clusions drawn.2

The following text first describes principles and practices of assess-
ing whether projects have worked. It then moves to more recent discus-
sions about the ways in which programs can be evaluated. Third, it high-
lights the controversial area of the impact of aid on economic growth.

Box 8–1. Preliminary Evaluation Definitions

In the science of assessment of the aid industry, and of public
policy more generally, the following terms are of importance.

• Program monitoring helps to assess whether a program is
implemented according to plan, enabling feedback and high-
lighting implementation problems. For example, are the steps
implemented on schedule?

• Cost-benefit analysis assesses whether money is spent in the
right way, compared to other possible uses, and is related to
benefits created. For example, what is the realized return on
investment in primary education?

• Impact evaluation determines whether the program has the
desired effects on its beneficiaries. For example, have incomes
increased as a result of a specific project or a policy change
promoted by an international agency?

• Impact evaluation is normally ex-post, that is, after a project
or program has been completed, but it is also possible to
make ex-ante assessment to ensure that best knowledge is
made available about the likelihood of impacts.

• Causality and attribution highlight that observed changes do
not merely coincide with inputs from donor agencies but are
the direct result of these actions. Proving causality is gener-
ally considered among the most difficult technical issues.



Definition

Project 
Examples 

Examples 
Sector-
Wide 
Approach

Input

Financial, 
human, and 
material 
resources 
used for 
project 

Total project 
investment, 
and personnel 
working on 
the project

External 
resources 
coordinated 
with national
policies 

Outcome

The short- and 
medium-term 
effects of an 
intervention'so
utputs

Poor 
households 
have access to 
loans

Increase 
incomes

Poverty 
reduction

Implementation 
of policies

Greater 
efficiency in 
use of 
resources

Output

The products, 
capital goods 
and services 
that result 
from the 
project (also 
the changes 
resulting from 
the project)

Number of 
loans 
disbursed

Repayment 
rates

Strengthened 
government 
policies and 
plans

Improved 
measurement 
of policies

Impact

Positive and 
negative, 
primary and 
secondary 
long-term 
effects, 
directly or 
indirectly, 
intended or 
unintended

Dependence 
on informal 
lenders

Inequality 
between poor 
and not-so-
poor

Better use of 
resources lead 
to better 
development 
outcomes

Sources: www.oecd.org; Walford 2003.

Table 8–1. Evaluation and Indicators: From Input to Impact
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Measuring the Impact of Projects

In evaluating the impact of development projects, Judy Baker states:

Despite the billions of dollars spent on development assis-
tance each year, there is very little known about the actual
impact of projects on the poor. . . . Many governments, insti-
tutions, and project managers are reluctant to carry out im-
pact evaluation because they are deemed to be expensive, time
consuming, and technically complex, and because the find-
ings can be politically sensitive, particularly if they are nega-
tive. (Baker 2000, vi)

Often the most difficult issue that project evaluation has to deal with
is the question of impact; for example, whether changes in income in a
project area are due to the project or to other factors (such as private
investment in agricultural products or expansion of road networks). Ide-
ally, an evaluation should compare the changes in the project area with
the changes in an area that is comparable in all aspects except for the
development project. This is called the counter-factual: what would have
happened if the project had not existed, or, for example, if patients with
the symptoms and personal characteristics had not been administered
medicines. However, such assessments are time consuming and expen-
sive, making them particularly difficult for smaller organizations. Project
evaluation can address this through the use of comparisons, studying
beneficiaries as well as non-beneficiaries with similar socioeconomic sta-
tus (for example, villagers in a nearby, non-project village).

There are two main ways to assess impact. First, experimental design
(or randomization) involves allocation of project benefits randomly
among eligible beneficiaries. While often seen as technically the best
way—Banerjee, for example, sees this as a key element to “making aid
work” (2007)—this method has at least two sets of problems. First, there
is the ethical question of denying benefits to eligible groups. While this
may be justifiable if full coverage is not achievable in any way, or if the
benefits from the experiment are so large that they outweigh ethical
objections, it may not be justifiable if it is essentially for a donor pur-
pose. Second, there are practical questions about the cost of random
design, because the coverage need to be large enough to establish statis-
tical validity. Moreover, there are many types of purposes, projects, and
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certainly programs that do not allow for the creation of random experi-
ments.

The quasi-experimental (or non-random) method is the second-best
method, but it is usually the more practical alternative, and there is a
large and often very technical literature on different approaches. The
comparison uses statistical techniques rather than actual comparison,
with comparison groups selected after project implementation. It uses
existing data of comparable groups rather than randomly selected eli-
gible groups.

A quantitative evaluation by IFPRI of the Red de Protección Social, a
conditional cash transfer program in Nicaragua—which supplemented
income to increase household expenditures on food, reducing primary-
school desertion and improving the health and nutrition of young chil-
dren—involved the first type, a randomized experiment; half of the com-
munities received the benefits, while the other half did not. The moral
justification for this was twofold: first, there was not enough evidence
that this kind of intervention would be effective, and second, there was
limited capacity to implement the project in all communities (Maluccio
and Flores 2004). And as an example of the non-random approach, a
World Bank evaluation of a Japan-supported secondary school scholar-
ship program in Cambodia—which found improvements in retention
and completion—was based on comparisons between recipients and non-
recipients using samples of application forms and unannounced visits to
the schools during which enrollment and attendance were recorded
(Filmer and Schady 2006).

Further, the impacts of social funds in different countries have been
compared, assessing success in reaching the poor, effect on living stan-
dards, quality of the infrastructure created in the context of social funds,
and the costs of social funds as compared to institutions undertaking
similar investments (Rawlings, Sherburne-Benz, and Van Dommelen
2004). The methods used for these comparisons tend to be qualitative
and descriptive; advanced statistical techniques are of little use in carry-
ing out such assessments.

Various methods of data collection can be used in evaluation. Forms
of impact assessment usually rely on sources of quantitative data, often
generated by the project itself, combined with data sources surveys on
income, health, education, and so on. For example, the World Bank
evaluation of social funds benefited from the baseline data created in
each social fund but also the ability to compare different funds with
similar design, in different countries (Rawlings, Sherburne-Benz, and
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Van Dommelen 2004). Qualitative techniques—case studies, focus
groups, interviews—are used, usually to understand changes in processes
or the beneficiaries’ perceptions of changes. The participatory methods
described in Chapter 7 typically include ways of reporting that are driven
by communities and facilitated by outsiders from the aid industry. As
illustrated in an example from the Philippines, there has been a growing
literature on how qualitative and quantitative methods can be combined
(see Box 8–2).3

In the measurement of impact the following issues thus are impor-
tant. First, the choice of indicator is crucial. Even if measurement is
limited to an income poverty indicator, it is important whether one looks
only at the number of people in poverty (head count) or also at the
extent of their poverty (poverty gap). Much research on microfinance—
like the evaluation in the Philippines—shows that poor households ben-
efit, but not the poorest. Further, impact can be measured by wealth or
assets, food security, child nutrition, quality of life, gender relations, or
beneficiary satisfaction. But information for evaluation is often not readily
available, and few projects invest heavily upfront in establishing baselines,
thus restricting the choice of indicators.

Many of the outcome or output indicators may provide only part of
the picture. Repayment rates may be a sign of improved income, but
they also may be the result of pressure to repay (common in group-
based lending, for example). Impacts can be different for different
groups—the poorest may not be able to use micro-credit effectively, for
example—and can be measured at different levels (individual, house-
hold, village, and so on). Within households, men and women are likely
to be affected differently, and access to credit may change the relation-
ships among household members. There may be effects on people not
directly included in the project, positive or negative.

Projects that are targeted to poor people are usually assessed on er-
rors of inclusion and exclusion. Inclusion errors describe whether (and,
if so, how many) people benefit from the project even though they were
not eligible. In the literature this is also known as leakage. Exclusion
errors describe how many people who were eligible did not get project
benefits. This can occur for a number of reasons, not all due to the
project, but a measurement of these errors does give an important indi-
cation of how well projects perform. For example, incentives to project
staff for increasing lending may lead to exclusion of the poorest borrow-
ers, a finding in much of the analysis of microfinance projects, including
the example from the Philippines (described in Box 8–2).



Box 8–2. Project Evaluation:
Asian Development Bank’s Microfinance in the Philippines

A special evaluation study assessed whether microfinance projects—
including the Rural Microenterprise Finance Project in the Philip-
pines—reduced the poverty of rural poor households and improved
the socioeconomic status of women in developing member coun-
tries. The study used quantitative tools on data from a nationwide
survey conducted among 2,274 households in 116 villages, and 28
microfinance institutions. Qualitative tools such as focus group dis-
cussions were used to gather information on intra-household dy-
namics in order to assess the effects of microfinance on the status of
women. Sample surveys covered 566 women and were designed to
complement and validate the focus-group discussions.

The impact study used a quasi-experimental design that required
treatment and comparison areas for each of the twenty-eight
microfinance institutions. These areas were geographically different.
Two types of household respondents were surveyed: households that
received micro-credit loans, and households that did not receive loans
but qualified to join the program. Statistical (econometric) tech-
niques were used to estimate impact and showed the following:

• Micro-credit loans had positive (and “mildly significant”) impacts on
beneficiaries’ income, overall expenditures, and food expenditures.

• The impact on per capita income and expenditures was regres-
sive. The project reached poor households, but not in significant
numbers. The impact was negative for households with lower in-
comes. The study concluded that targeting microfinance on the
poorest households may not be the most appropriate way to help
them escape poverty. The household survey found that only 10 per-
cent of the respondents were classified as poor and 4 percent as
subsistence poor (using the official Philippine poverty line).

• The evaluation showed that the project helped to reduce the
dependence of participating households on other loans such
as those from informal moneylenders and more expensive loans
from financial institutions. The proportion of participating house-
holds with savings accounts increased, as did the saved amounts.
The program increased the number of micro-enterprises and
the number of persons employed in them, reflecting that the
program was designed to cater to the entrepreneurial poor.

Source: ADB 2007.
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A particularly difficult question refers to longer-term changes and
impacts, a question seldom addressed in aid projects because of the short-
term and project-centered engagement of agencies. The Southwest
Poverty Project, one of the earlier World Bank poverty programs in
China, is an example of a project based on a long-term evaluation. The
World Bank lent $400 million in the second half of the 1990s based on
an evaluation that focused on the long term. The project worked closely
with the National Bureau of Statistics, carrying out surveys every year
during the project, in both project and non-project villages, with a fol-
low-up survey four years after the end of the project. The evaluation
found that the project had been well targeted in terms of having se-
lected poorer villages, and that during the project the project villages
improved compared to the non-project villages. The follow-up survey
showed that the positive impact could still be found after four years, but
that the impacts were much smaller (Ravallion 2008).

Impact assessment can vary a great deal. Some agencies are more
concerned than others about scientific evidence to show how well projects
work. There are various methods to do assessments, and data availabil-
ity and quantity are serious constraints. Assessments become more dif-
ficult—or at least methods need to differ—if the project is complex.

Evaluating Program Approaches

The evaluations described above focus on project approaches with
clearly identifiable inputs, even though the outcomes and impacts are
difficult to identify. With program approaches (described in Chapter
5), monitoring and evaluation change drastically. With social funds, as
already described, which are funding mechanisms for different projects,
organizational forms are different in each country and different meth-
ods need to be applied to make comparisons. Thus, comparisons usu-
ally rely more on descriptions and qualitative assessments than on sta-
tistical techniques.

Evaluations of sector-wide approaches (SWAps) often emphasize that
the approach is primarily about changing the way that aid is delivered,
particularly the way donors work with governments (Walford 2003).
They are not just a program or set of activities, but rather are a way to
coordinate and support sector activities; their aim is to improve policies
and resource allocation. The evaluation methods described above do not
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identify effects of policy, or whether they have contributed to increase
resource allocation to particular priority sectors; that is, attribution of
change to donor programs is very difficult. Policy changes are very com-
plex and often difficult to trace. For example, improvements in health-
service delivery may be as much the result of leadership of policymakers
or administrators as the result of existing donor programs—or it may
result from both. It is equally difficult to assess whether the absence of
policy change implies the failure of a program. Making comparisons
with other countries is virtually impossible, because conditions tend to
be too different to make such comparisons meaningful.

So, different kinds of indicators are proposed—though ones with much
less application and experience than in the evaluations described above.
For health-sector programs, according to Walford, the purpose of a
SWAp is usually about better use of resources, both private and public,
and better results in the health sector; thus monitoring indicators ought
to reflect results in terms of health and poverty-reduction objectives.
Indicators based on policy implementation include, for example, that
implementation reflects the agreed expenditure patterns, or that expen-
ditures focus on the key objectives, such as increased spending in rural
areas and for primary care. Greater efficiency in the use of resources
may involve improvement in administrative capacity, for example, by
reducing duplication, and enhancement of technical efficiency in areas
like equipment provision.

The measurement of these objectives often requires qualitative as-
sessment. For example, donors do not find it easy to measure the extent
to which government feels ownership and accepts agreed-upon priori-
ties, the extent to which other stakeholders feel they have an influence
on sector policy and plans, and the extent of participation in develop-
ment of the policy. To measure improved resource allocation, aid agen-
cies have used indicators regarding efforts to reach the poor, measures
to address maternal mortality or family planning, mechanisms to re-
duce inappropriate investments in hardware and training, drug quality
control, and public knowledge about appropriate treatments. Strength-
ening national systems of planning also requires indicators that are of-
ten not easy to capture: procurement, the role of the private sector, the
extent to which the budget reflects available domestic and aid resources,
improvements in the capacity to monitor quality and uptake of services,
and others. Finally, because the objectives of sector approaches often
involve improved working with donors, assessment may include, for
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example, measures on the reduction of time spent by top health officials
meeting donors and attending project reviews.

In a similar vein, the monitoring of PRSPs focuses on processes, com-
bined with using a wide range of monitoring systems for various ele-
ments of public policy. In a World Bank PRSP sourcebook, a range of
components of a monitoring system is described, indicating that in many
countries capacities for monitoring and dissemination of evaluation need
strengthening. A poverty monitoring system is needed to track key in-
dicators over time, including the tracking of public expenditures and
outputs and quick monitoring of household well-being. The World Bank
document further highlights the need for rigorous assessment of the
impact on poverty of interventions that are key components of the strat-
egy (World Bank website). Box 8–3 discusses a new instrument that do-
nors have proposed in this context in order to assess impact “ex-ante,”
before decisions on policy directions were taken, and to assess the most
likely outcomes of different scenarios. Because a PRSP is a strategy in-
volving multiple sectors and ministries, the evaluation of impact—as
opposed to the impact of a specific component of a strategy—is espe-
cially challenging.

Moreover, other types of evaluation, such as assessing the process of
formulating a poverty reduction strategy, are important, but experience
in this has developed only recently. The PRSP process is seen as an
agreement between a government and its citizens about what the gov-
ernment will be accountable for in delivery of services; donors assess the
credibility of governments’ commitments. Some of the key indicators,
besides those related to MDGs, that might need monitoring include
accountability to parliaments/legislatures on PRSP implementation
(while providing an adequate basis for external accountability to do-
nors), coherence across government departments, and coordination of
project-driven reporting and monitoring requirements. The coordina-
tion of reporting requirement—and the integration of this in the
country’s budget cycles—was seen as a key element of the implementa-
tion of program approaches, though there have been doubts whether
reporting requirements have been reduced, whether donors can reduce
their requirements, and about national capacity to produce the neces-
sary data and analysis.

Similarly, budget support—as the instrument behind sectoral or na-
tional development plans—would require a mix of indicators relating to
policy processes and to ones that refer to the aid relationship. A DFID
report on the “evaluability” of budget support lists the following:



Box 8–3. Poverty and Social Impact Analysis

Poverty and Social Impact Analysis was developed in the context
of PRSPs, after the IMF and the World Bank agreed in 2000 to
consider the poverty and social impact of major reforms in their
lending programs. PSIA is an ex-ante analysis of intended and
unintended consequences of policy interventions on the well-
being or welfare of different groups, particularly the poor and
those at risk of falling into poverty. PSIA intends to promote de-
bate on evidence-based policy choices, to create an understand-
ing of the poverty and the social impacts of policy reforms, and to
determine the tradeoffs among policy choices.

In Mozambique a PSIA was organized during the process of
developing its PRSP (the Action Plan for the Reduction of Abso-
lute Poverty) covering the years 2000 to 2005. The PSIA focused
on the impact of a possible rise in fuel tax, which was then under
debate, because the price of fuel had not changed in five years,
despite inflation. The revenue raised from an increased tax would
be used to support development priorities, such as road mainte-
nance. But many people in Mozambique argued that increasing
the fuel tax would increase poverty, even though the share of fuel
in the economy was small.

To analyze the potential impacts, researchers undertook the
following activities:

• interviews and discussions with key decision makers in the
government and the private sector to explain the existing
assumptions about the fuel tax;

• review of the existing literature to identify assumptions about
the nature of poverty in Mozambique;

• household surveys to prepare a poverty profile;
• limited qualitative field research in Zambezia about the use

of fuel and transport, including use among vulnerable groups;
• a quantitative analysis of the way in which fuel prices would

be transmitted through the economy using a social account-
ing matrix; and

• a calculation of the impact of price rises on households and
the way in which demand would fall.

Continued on page 184
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• a single multi-donor process should allow senior government offi-
cials to devote time to policy making, instead of dealing with a
large number of individual project missions;

• predictability of aid flows;
• improvement in the overall direction and consistency of budget

allocations;
• effectiveness of the state and public administration, and use of gov-

ernment systems and work to strengthen them;
• stronger domestic accountability, improvement in transparency and

accountability to the country’s parliamentary institutions and elec-
torate;

• and government capacity to reduce poverty. (Lawson et al. 2003)

Experience in the monitoring and assessment of program approaches is
recent. But it is evident that the requirements for monitoring are expand-
ing and becoming more complex. The methods of monitoring also are
different, as many of the indicators do not allow for quantification or for
creating control cases or experiments. This in itself is not problematic,
but qualitative information ought to have equal power. The expanding
lists of indicators, however, may stretch the capacity of systems carrying
out the monitoring and may lead to an increasing role for the donors.

Aid and Economic Growth—Will We Ever Know?

Since the late 1980s there has been an ever-growing literature in the aid
industry—now amounting to over a hundred papers—looking at the
impact of aid at the macro level, in particular at economic growth. This
followed the unearthing by Paul Mosley of a micro-macro paradox that
stated that aid, while efficient at the project level, had no clear effect on
the overall economy (Mosley 1987). This paradox greatly influenced

This analysis concluded that the short-term impact of a rise in fuel
tax on poverty would be modest. And while the analysis did not
look at the potential use of the additional government revenue, it
did highlight that it was possible that more people would be lifted
out of poverty through more pro-poor spending than would fall
into poverty due to the increased fuel tax.
Sources: www.prspsynthesis.org; OECD DAC 2003b.
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subsequent work on aid effectiveness, which we described in earlier parts
of this book; in this section we focus on the way this impact has been
assessed and the debates that have arisen around the question.

The key question that these analyses have asked is about the corre-
lation between amounts of aid and the way it is provided (such as project
or program aid, on the one hand), and economic growth shown by
economic indicators such as savings, on the other. Economists have
been particularly concerned about this question, not only because of
the question of whether aid has a positive impact, but also because
large-scale funding can have negative effects; for example, it may lead
to appreciation of the exchange rates and decreasing competitiveness
of the economy (the Dutch disease), and it may have a negative impact
on government budgeting processes (rent seeking). Research has also
started to look at impacts at the sector level, for example, whether
higher levels of aid result in increased school enrollment or improved
health indicators.

The research on the effects of aid at the macro level is older, begin-
ning in the 1960s (Roodman 2007). Over time, not only has interest in
whether aid works increased, but data have become more widely avail-
able and of better quality, and computers have made it possible to estab-
lish links among different factors. Controversy already existed in the
1970s; some concluded that aid did well, others said it did no harm,
while still others could not see any positive impact of aid. After Mosley
produced his findings showing that there was no effect of projects at the
micro level on macro-level indicators, a paper from the London School
of Economics showed there was no significant effect of aid on savings or
growth, which in turn “launched a thousand regressions of growth”
(Roodman 2007, 5).

One of the main responses to this, a rebuttal according to some, came
from the World Bank. Craig Burnside and David Dollar (the latter also
one of the main authors emphasizing how important economic growth
is for poverty reduction) argued that aid did work, but in good policy
environments, consisting of openness to trade, low inflation, and bal-
anced government budgets (Burnside and Dollar 2000). Subsequently a
whole series of analyses have added to this argument, each looking at
slightly different conditions that makes aid effective: stronger govern-
ment institutions and economic policies, democracy, countries emerging
from civil war, and so on. This type of analysis also became the basis of aid
allocations models used by donors, including in the design of the Millen-
nium Challenge Account, to decide in which countries to provide more
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aid—the countries with large numbers of poor people and the kind of
policies that makes that aid effective.

But even this apparently straightforward finding—that aid works in
the right environment—has been criticized, even though this has not
diminished its influence on policy. The independent evaluation of World
Bank research stated: “Bank reports prepared for Monterrey did not
present a balanced picture of the research, with appropriate reserva-
tions and skepticism, but used it [World Bank research on aid effective-
ness] selectively to support an advocacy position” (Banerjee et al. 2006,
56). And, using data sets on aid flows, policies, and economic growth,
authors like Easterly, Levine, and Roodman found that adding coun-
tries and years of observation to the data led to a different conclusion:
there was no evidence that aid was effective, and that more research was
needed (Easterly, Levine, and Roodman 2003). Others were particu-
larly concerned with the question of causality, and it remains difficult to
decide when and where providing aid causes economic growth, and when
and where that economic growth leads to receiving more aid. From my
own experience in India observing the provision of aid to Andra Pradesh,
which received more aid than any other state, I conclude that the latter
can be the case.

Many other variants of the argument and the identified problems
with analysis exist. Some show that aid works in some countries and not
others; some focus on short-term versus long-term aid and impacts; oth-
ers address the question of declining marginal returns. Statistical tech-
niques continue to improve, but these usually lead to more questions
being asked. Obviously, whether the aid industry contributes to eco-
nomic growth will remain an important question, but perhaps the issues
involved are too complex to be summarized in the simple indicators
used in the regressions.

Conclusion

There are good reasons why it will remain very difficult to assess whether
aid has worked or not. First, the objectives of aid have and continue to
vary, for a range of reasons. Of course, it would be of limited value to
hold all forms of aid or all aid providers to the same measurement stick.
Given the diversity of motivations and perspectives, and the diversity of
agencies, all of which have their own rules of reporting, accountability,
stakeholders, and procedures for using evaluations, it should come as
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no surprise that measurement is and probably will remain rather im-
precise.

Second, generalized conclusions about the impact of aid on global
poverty are extremely misleading. For example, in the second half of the
twentieth century more people than ever before were lifted out of pov-
erty. Is that a sign that the global aid architecture that developed during
the same period was working? Or is the failure to meet some of the
MDGs agreed upon in 2000, or the failure to meet them in some re-
gions, or meeting some but not others, proofs of the industry’s failure?
Put simply, the aid industry, unlike other types of industries, does not
have a simple bottom line meansuring success or failure. Nor should
one try to push this question too far, because the need to show results
may drive agencies away from longer-term projects of capacity building
into areas where results are more immediate and easier to achieve.

Does aid works? If asked in this simple fashion, the question is per-
haps too difficult to answer. Abhijit Banerjee asserts that aid institutions
are lazy and resist knowledge, because they do not use randomized trials
enough (2007, 7, 16). This is simplistic and neglects the diverse nature
of the aid industry. The proposed outcomes of international develop-
ment are multiple and frequently changing. Put in technical terms, the
question suffers from a dependent variable problem—what is being
measured is not defined clearly enough, or in different ways. And even if
the focus is on a single variable—such as economic growth—the techni-
cal complexities for answering the question remain. However, there are
good instruments—quantitative as well as qualitative—that allow insight
into whether certain forms of support have worked and whether some
have worked better than others. In the end, the important issue may not
be to find the perfect science but to improve the ways in which the
industry can be held accountable. While more needs to be done to
strengthen accountability, progress is being made.

Further Readings

Many of the aid agencies have good websites that show methods and results
of evaluation, including the World Bank (including the new evalua-
tion initiative at website www.worldbank.org/dime) and OECD.

Baker 2000 is a classic regarding project evaluation.
Roodman 2007 may be the most accessible description of the debate on aid

and growth; other evaluation studies by CGD staff and descriptions of
successful cases in health support can both be found at www.cgdev.org.
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9

Challenges for the Aid Industry
in the Twenty-first Century

This book has described how development aid works, or, to put it sim-
ply, what happens with the $150 billion or so of funds disbursed annu-
ally for aid. It has discussed the numerous institutions involved and their
histories, the rapidly changing trends in international development, and
the most important instruments that are available to the aid industry.
The book’s objective was not to decide whether aid works or fails, but
rather to inform its readers about how the aid industry works. More-
over, as we have seen in this book, the aid industry is incredibly and
increasingly diverse. During these first years of the twenty-first century,
aid flows have been increasing, a growing number of players have be-
come involved, and there has been agreement to focus on the MDGs.

Is it possible to clearly assess how aid works? There are certainly
many instruments and measurements through which assessments can
be made; indeed, the assessment of aid has become a cottage industry of
its own. Each of these has its own merits, and as aid has come under
increased scrutiny—and rightly so—the assessments have received in-
creased attention. But there is no one way of assessing whether aid works.
Many technical and perhaps unresolvable questions remain. And, at least
as important, each organization has its own mandate, politics, institu-
tional settings, and incentives. There may even be negative side effects
in focusing on results, particularly if these need to be shown quickly.
Finally, as the number of donors is increasing it is becoming even less
likely that measures of success will be agreed upon.

There has been much effort toward aid harmonization (described in
Chapter 5), and the MDGs form the most unified framework since aid
as we know it began, just after the Second World War. The first has
done much to enable more efficient partnerships, and the second to
help enhance global support for international development and provide
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overall indicators for progress in development. But the future of these
efforts is not as clear-cut as some of the more optimistic writings on the
Paris Consensus (see Chapter 6) suggest. I hope that readers under-
stand the challenges that exist and have obtained insight into the variety
of aid agencies and approaches. In conclusion, this chapter describes
major challenges the aid industry will face over the coming years.

Will Aid Become Irrelevant?

As discussed in Chapter 1, some people have questioned the relevance
of aid. In the context of globalization, particularly increases in interna-
tional trade and migration, will aid still provide added value? Are the
postwar institutions, perhaps, unable to adapt to the new global envi-
ronments? As countries like China and India are doing so well, with
very little aid, what rationale exists for the large and still growing aid
programs? Even these countries are rapidly expanding their aid pro-
grams. Should aid focus on the “bottom billion”—the forty or so coun-
tries where aid is arguably crucial to escape the poverty trap? It is pos-
sible that the kind of aid might need to be very different from what it
currently is (Collier 2007).

The current wave of interest in international development aid and
the way it has passed the “time of crisis for international development
cooperation” (Degnbol-Martinussen and Engberg-Pedersen 2005, xiii)
are no reason for complacency regarding the relevance of aid. It is quite
possible that another period of “aid fatigue” such as that in the early
1990s, will arrive. The US interest in aid since 9/11 is very welcome, but
it may prove transitory as the role of aid in the security and reconstruc-
tion agenda comes under increased scrutiny or interest simply wanes, as
it has before. National domestic interest in aid is deeply political and
hence subject to change. The impact of the current economic depres-
sions on commitments to aid is yet unknown. While there is strong and
continued interest in the consensus-democracies of Nordic countries,
French and UK systems may be more volatile, although in the UK there
is a reasonable expectation that even with a change in government, aid
will retain the important position that it has held since 1997.

There is no evidence that the aid industry will become redundant in
the foreseeable future, and under President Obama the United States
may also become a stronger supporter of international aid efforts and
institutions. National politics are increasingly interdependent on the
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global scale and ascribing an increasingly important role to the aid in-
dustry. At present, the amounts of money involved, the number of play-
ers (including those who move from being recipients to being donors),
public interest, and the number of students of international develop-
ment are continuing to grow. In fact, the increased number of agents in
the industry is one of its main challenges.

Increasing Amounts of Aid and Number of Donors

There are currently two trends in the industry. First, there are strong
voices for the harmonization of aid, which have resulted in what is known
as the Paris Consensus, and for more multilateral approaches to aid.
This trend makes the entirely credible argument that donors need to
work together to support plans for development that are formulated by
the recipient government in consultation with its citizens. The fact that
these ideas have been agreed upon—it might be too optimistic to state
this represents a consensus—is a sign that the aid industry is concerned
about its outcomes, prepared to take lessons from the past seriously, and
is willing to take significant steps to change its way of operating.

Second, the number of donors is increasing, and so are total financial
aid flows (even though few countries are achieving the commitment of
0.7 percent of GNI), both because the old players are increasing fund-
ing and because newcomers like China and the various foundations are
putting in significant amounts. These newcomers do not immediately
join the old clubs, and they may not want to, partly for technical and
partly for political reasons. When they do, they will change the club
rules, but, as with all existing clubs, there will be resistance to this. The
approaches of the newer donors may be complementary to those of the
older ones, but they may also conflict; for example, the focus of China’s
aid on infrastructure is generally regarded as very welcome, because this
has been an area that the old donors have tended to neglect, but China’s
insistence on noninterference can be at odds with the old donors’ em-
phasis on promoting good governance as a precondition for develop-
ment.

Perhaps the main challenge to the industry is not the trends them-
selves, but the need to recognize that they exist. Insisting on donor co-
ordination if only some of the donors are joining the debate may not be
very fruitful. It may hamper redefining the process in terms of the ways
in which aid is provided and even in terms of the way the international
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community understands how development and poverty reduction hap-
pen. While many recipient countries are committed to the processes of
harmonization, donors need to be aware of its political nature and the
likelihood that national and international changes will redefine the con-
ditions in which these debates happen. Perhaps surprisingly, the World
Bank may have been among the first to recognize this by realizing that it
needs China more than China needs the World Bank, and by appoint-
ing a Chinese scholar as its chief economist in early 2008. Recent dis-
cussions about the G20 and reform of IFIs suggest the changes are tak-
ing place ever more rapidly.

Need versus Capacity

Though there are some questions about how much additional aid has
been provided since the commitments for debt relief were articulated,
and history has shown that it is not very likely that many countries will
provide 0.7 percent of their GNI, there is little doubt that total amounts
of aid were increasing, at least till the start of the 2008–9 economic
crisis. Even at stagnant percentages the total amounts were increasing,
while the number of recipients have been declining as major countries
like India and China move from being recipients to donors.

One of the big debates in the industry is and will probably remain
whether this additional aid could be spent in ways that remain or be-
come increasingly accountable. Views on this are diametrically opposed.
On the one hand, there are groups of economists looking at macro indi-
cators of aid and economic growth showing that aid works. Advocates—
like Jeffrey Sachs, who stresses how hugely under-funded health sys-
tems are in countries like Kenya—reject arguments that increases should
be conditional on improved governance. But events in Kenya in late
2007 and early 2008 showed how difficult it is to sustain such arguments
and that the aid agencies are not neutral to national politics. There are
the many new initiatives that cover new niches—for example, the Glo-
bal Fund and the Millennium Challenge Account—and put significant
money behind countries’ good or improved conditions of governance.
Arguments like Collier’s (2007) about the way aid needs to be restruc-
tured are of interest but do not give guidance on how additional aid can
be spent.

On the other hand, there are those who argue that one cannot prove
aid causes growth rather than the other way around, or that macro
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analyses cannot be relied on. Potentially influential people like Easterly
have provided a convincing though also debatable argument that grand
planning is misguided. He argues for smaller and more experimental
approaches, which probably do not allow for the large increases in
amounts of aid. The growing literature on new aid modalities like bud-
get support is not unequivocally proving that the right approach has
been found. And if there is increasing pressure for showing that aid
works, in a technical or more populist sense, this is also likely to push
the industry to smaller projects and programs.

Probably the biggest challenge in this debate is focused on what has
been called absorptive capacity, which summarizes a complexity of both
technical and political preconditions for aid to be effective in reducing
poverty. The main dilemma was already implicit in the aid effectiveness
debate and research, which showed that aid worked where good policies
exist. Of course, many of the countries with many poor people do not
have those good policies. Though the aid industry now has a much bet-
ter understanding of the importance of good policies, or governance,
for development and poverty reduction, it has—at the same time—
learned that it is extremely difficult to change policies. And while there
are some cases where large amounts of funding have been put behind
supporting governments—for example, those emerging from war—it is
not clear that there are enough such cases to warrant large increases of
aid. The different modalities of new donors will only complicate this
equation.

Is Aid about Poverty or Development?

With the simultaneous changes in the World Bank and bilateral organi-
zations during the 1990s, the aid industry has become firmly focused on
poverty reduction, so much so that newcomers to aid organizations now
find it hard to imagine the situation in which poverty reduction was
only one of a handful of objectives, as it was in the UK before the change
in government in 1997. With the agreements on the MDGs and in-
creasing pressure to show that aid is or can be effective, the aid industry
is increasingly measured against specific and increasingly well-marked
trends in well-being.

This is mostly good news, and for most in the aid industry the main
challenge is to defend this against other motives. But there are also chal-
lenges about the focus itself. First, a focus on reaching the poorest may
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skew aid support to directly identifiable outcomes rather than to the
broader institutions that are required for a country’s development, and
on effectiveness rather than human rights, or on mainstreaming gender
at the risk of losing sight of the need to transform institutional rules.
The focus on primary education has been a clear example. Based on
thinking and research that showed primary education had high rates of
return, and that primary education would benefit the poor, a strong fo-
cus on primary education has dominated since the 1990s. This has tended
to ignore higher education, and it has become increasingly clear that
higher education systems—which often suffered during the 1980s pe-
riod of adjustment—are also a central element for a country’s develop-
ment. The key roles donors have played in social-sector debates, more-
over, have limited the ability of countries to develop their own traditions
of and approaches to social policies (de Haan 2007).

Second, the focus on poverty can lead to a focus on targeted poverty
interventions, the kinds of projects that we described in Chapter 4. Most
aid agencies recognize that this needs to be balanced by support for
broader institutions and conditions that enable sustained poverty re-
duction, such as economic growth, investment climate, and so on. But
some observers have argued that this focus on poverty also narrows down
a development agenda, at the cost of support to more inclusive institu-
tions, or of a rights-based approach that emphasizes access to services
and policy processes for the entire population. The focus on MDGs has
given a clearer direction to the aid industry in terms of where to aim its
efforts, but to some this also has led to a loss of emphasis on global
social justice, which was equally important in the summit from which
the MDGs emerged.

Aid Is and Always Has Been Political

The role of politics is raised here merely as an observation; the main
challenge is in realizing its reality. The aid industry is not only about
funding for development or poverty reduction, but also part of the in-
ternational politics between North and South, and South and South. As
described in this book, while part of aid is allocated based on ideas about
aid effectiveness—variously defined—part of it is politically determined,
and some agencies are very explicit about the need for aid departments
to be close to foreign-policy objectives in order to maintain political
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support. The role of politics also implies that directions in the industry
will continue to follow immediate interests and the beliefs of individual
politicians, making the path of the aid industry at times feel like a roller-
coaster ride.

What this implies is that to assess aid purely on its technical impact is
important, particularly to increase its accountability, but provides insuf-
ficient insight into the aid industry. Because the aid industry has had
and will continue to have multiple objectives, it is important to continue
to see technical assessments in the political context. This makes an in-
formed advocacy by external agencies ever more important, to help lend
force to the aim to ensure that the aid industry—within its political
margins—continues to be steered in the direction of global justice and
becomes a stronger part of an international framework for promoting
this. It is a very imperfect instrument, but one of the best available.

The average voter knows very little about what aid does and has little
base to judge claims made by either official aid agencies or those who
criticize them. Even students in international development know little
about the political parties’ policies and manifestos on aid. This is all the
more important because the aid industry is almost unaccountable to its
beneficiaries—unlike, say, a national ministry that provides health ser-
vices. A better informed public debate is essential to keep pushing the
industry in the right direction.

In Conclusion

In 1998, in a confession that started much of the work on aid effective-
ness that we discussed in the Chapter 8, the World Bank stated:

Foreign aid has at times been a spectacular success. . . . For-
eign aid played a significant role . . . contributing ideas about
development policy, training for public policymakers, and fi-
nance to support reform and an expansion of public services.
Foreign aid has also transformed entire sectors. . . . On the
flip side, foreign aid has also been, at times, an unmitigated
failure. . . . Consider Tanzania, where donors poured a co-
lossal $2 billion into building roads over 20 years. Did the
road network improve? No. For lack of maintenance, roads
often deteriorated faster than they were built. . . . Foreign
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aid in different times and different places has thus been highly
effective, totally ineffective, and everything in between.
(World Bank 1998)

Since that report was written, much discussion has taken place about aid
effectiveness and serious attempts have been made to reduce the num-
bers of failures, but the statement is still a candid assessment of what the
industry has achieved. This book has tried to show why the aid industry
does what it does and to provide a basis for understanding the reasons
for both failures and successes, and why success has not been more com-
monplace. The book has given examples of things that have worked and
perhaps convinced readers that some aid money has been well spent,
that it has improved things that would not have improved in the absence
of aid. I think we can be optimistic about a continued interest in the aid
industry and increasing technical capacity to contribute to solving prob-
lems. But there are also many doubts about what the industry has done.
This is due to several factors: overall assessment of such a complex ven-
ture is difficult; idealism can get ahead of good policy; the political na-
ture of development is often neglected; and foreign policy and commer-
cial motives can get the upper hand. This book does not provide a final
assessment, but it is to be hoped that it has given its readers grounds for
making their own assessments.
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Notes

1. Why Is Aid Contested?

1. As an illustration, in October 2007 the John Templeton Foundation hosted an
electronic exchange of ideas on the question of whether money will solve African
problems, highlighting such divergent views. Similar differences in views on what
the Word Bank should, can, and cannot achieve are described in Mallaby 2005.

2. In Easterly’s words, Sachs “thinks aid can end poverty and I think it cannot.
. . . The end of poverty comes about for home-grown reasons, as domestic reform-
ers grope their way towards more democracy, cleaner and more accountable gov-
ernment, and free markets” (quoted in Harman 2007).

3. ODA dropped from $35.8 billion in 2005 to $35.1 billion in 2006. The DAC
and World Bank recognized that 2005 had been a peak year, following large-scale
civil society advocacy and governments’ attention.

4. OECD aid for the least developed countries fell by 20 percent in the 1990s,
more than the overall aid decline (Browne 2007, 2). This percentage had increased
significantly since the 1960s (Lancaster 2007, 39).

5. The formation of the Commission for Africa contributed to putting develop-
ing nations and particularly Africa on the map, as Thabo Mbeki stressed during
Tony Blair’s last official visit to the continent. Gordon Brown remained a strong
advocate before he took over from Tony Blair, and he continued his advocacy, in-
cluding advocacy at the World Economic Forum annual meeting in Davos in Janu-
ary 2008, and following the 2008 financial crisis.

6. UN Millennium Development Project 2005. Jeffrey Sachs, adviser to the UN
secretary general—accompanied by rock star Bob Geldof and featured in a 2005
MTV special The Diary of Angelina Jolie and Dr. Jeffrey Sachs in Africa—published
his call to increasing commitment to aid in order to eradicate illnesses and promote
agriculture particularly in Africa (Sachs 2005).

7. On the other hand, Tony Killick (2005), in the same IDS Bulletin, whose title
is “Increased Aid: Minimizing Problems, Maximizing Gains,” argues that additional
aid will divert attention from improving the quality and the effectiveness of aid.
James Manor in that issue sums up the arguments for and against increasing aid:
views continue to differ around questions of absorptive capacity, possibilities for
governance reform, likelihood that aid will be delivered in coordinated manner,
donors’ “unhelpful habits,” and continued questions around aid dependency, issues
we come back to later.
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8. Opinion polls show that US citizens overestimate the amount of aid given by
their government by as much as 15 times according to one and 40 times according
to another poll (quoted in Bolton 2007, 154–55).

9. See Riddell 2007: Chapter 7; and www.oecd.org on Public Opinion and En-
gagement for Development.

10. Arvind Subramanian, with Raghuram G. Rajan, also wrote a 2005 IMF work-
ing paper titled “What Undermined Aid’s Impact on Growth.”

11. The reference to buzzwords in development practices is from an article by
Cornwall and Brock (2005) and is a theme subsequently taken up in a special issue of
Development in Practice (Cornwall 2007).

12. Many of the authors in this strand of “deconstructive” commentary are an-
thropologists. A related anthropological approach focuses on describing “the inter-
action of ideas and relationships in development arena” (Lewis and Mosse 2006, 5).
Uma Kothari and Martin Minogue, quoting Ignacy Sachs, argue “there has been a
failure of the postwar development project” (2002, 2).

13. Interviews at the Swedish development agency found two-thirds of staff felt
that disbursement rates were actively monitored in the day-to-day business (Ostrom
et al. 2002); this study is an explicit attempt to document the agency’s internal in-
centives and how this affects aid effectiveness and particularly sustainability (see
also Ebrahim and Herz 2007, 6).

14. For example, in May 2008 DAC expanded to thirty-nine the list of countries
that will receive untied aid; See “DAC Chair Announces Agreement to Untie Aid to
More Countries,” May 22. Available at www.oecd.org.

15. The OECD DAC statistics provide information about the status of tying aid,
with Greece and Canada having the highest levels of tied aid among countries that
provided information (DAC 2007, Table 23 and Table 24 of the Statistical Annex).
But other examples of tied aid remain. The ORET/MILIEV Programme, a combi-
nation of grants and loans, development, and environment objectives in partner
countries, helps Dutch companies find access; and Swedish contractors tend to ben-
efit from Swedish aid (Ostrom et al. 2002).

16. John Degnbol-Martinussen and Poul Engberg-Pedersen (2005, 10–11) de-
scribe moral and humanitarian motives, and critique of the moral obligation, in
more detail.

2. The Aid Industry Defined

1. Online at the oecd.org website. DAC is the OECD’s specialized committee
that handles development cooperation. Data on aid flows of its more than twenty
members are available online and in the annual Development Cooperation Report.
Members also periodically review the amount and quality of aid programs.

2. Mary Anderson (1999) discusses whether aid can support peace, or war; she
describes a number of case studies of aid projects in conflict situations.

3. This is so even though in many organizations the implementation of emer-
gency or humanitarian aid is institutionally separated from that of development aid.
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It is now often argued that preparedness for disasters should be part of all develop-
ment efforts. Good sources of information are the ALNAP (www.alnap.org) and
ProVention Consortium (www.proventionconsortium.org) websites.

4. Different practices are described in OECD DAC (2007), and Brainard (2007a,
54). In each country these organizational models are constantly evolving, resulting
in, for example, the creation of a separate ministry in the UK in 1997 and the deci-
sion in the United States in 2006 to bring the director of foreign assistance formally
within the State Department structure.

5. Amounts of aid from China are unclear. China does not provide these figures
to OECD; the aid program used to be considered a state secret; and possibly even
the ministry that has the main responsibility for aid does not know the total fig-
ures, because aid is provided by various ministries and agreed upon through Chi-
nese embassies abroad. As of 2008, the direction of organization of the Chinese
aid program was unclear, and political considerations appeared to leave it in a
relatively uncoordinated state. According to Kurlantzick (2007, 202), Beijing offi-
cials had expressed an interest in building a Chinese version of a permanent aid
bureaucracy like USAID; Chinese officials also visited the UK and Canada to
study its agencies.

6. The 2008 US presidential election gave rise to a lively debate to try to inform
future policies (Lancaster 2008), and the debates have continued since.

7. Natsios’s article describes the Congressional restrictions on aid and provides a
number of recommendations to improve the partnership with Congress. Judith
Tendler described the working of USAID, also highlighting the many restrictions
on and unpopularity of aid (Tender 1975).

8. Amsden adds that its negative impact was limited because “developing coun-
tries never got hooked on it and . . . could go their own way,” referring to relatively
open-ended US trade policies from 1950 through the 1980s.

9. In August 2007 the US NGO CARE decided to forego $45 million a year in
federal financing for food aid, as it believed the system was inefficient and possibly
harmful to the people it aims to support.

10. President Bush, speech at the Inter-American Development Bank (IADB),
March 14, 2002. Available at http://www.whitehouse.gov. See also http://
www.mcc.gov and http://www.cgdev.org.

11. Swedish approaches to international development, including the implications
of the political move toward the center-right in 2006, are discussed in the first of a
series on development issues in European countries by The Broker (Lammers 2008).

12. Sweden has passed a bill that commits all government departments to contrib-
ute to development in eleven policy areas. According to a coalition of NGOs, which
has composed a “coherence barometer,” the record so far is mixed (Lammers 2008).

13. The evaluation department of the ministry, for example, carried out a major
evaluation of policies in Africa (Ministerie van Buitenlandse Zaken, 2008).

14. Recent changes in Canadian aid have been discussed in the special November
2007 issue of the Canadian Journal of Development Studies. The classic on Canadian
aid is D. R. Morrison 1998.
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15. Villageization was a regional targeted anti-poverty intervention, providing
inputs, education, and health to the remote rural poor, but in badly understood
contexts. Uma Kothari (2006) describes the continuity between colonial and post-
colonial institutions.

16. The three main developing regions all have institutions similar to the World
Bank. The IADB was established first, in 1959, to provide loans and technical coop-
eration to development projects (to “contribute to the acceleration of the process of
economic and social development of the regional developing member countries,
individually and collectively”) and became a model for the other regional institu-
tions. The IADB is owned by forty-seven member countries; it is governed by boards
of governors and of executive directors. As in the World Bank, voting power is
based on financial contributions, but the charter ensures the position of majority
stockholder for the borrowing member countries as a group.

17. In 2006 loans outstanding amounted to $28 billion to seventy-four countries,
of which $6 billion to fifty-six were on concessional terms. Concessional lending
consists of the Poverty Reduction and Growth Facility, the Exogenous Shocks Fa-
cility, the Heavily Indebted Poor Countries Initiative, and the Multilateral Debt
Relief Initiative, often linked to PRSPs.

18. This includes the nomination of candidates for the Bank’s president, which, with
the appointment of Wolfowitz in 2005, became highly controversial. Like decisions at
the IMF, Bank decisions are in the form of informal agreements rather than written in
the constitution, and thus are dominated by the main economic powers.

19. According to Mark Malloch Brown, the UN “was not corrupt but incompe-
tent. Its failures were supervisory and operational. There was inadequate auditing
and in many cases little-to-no attempt to rectify the faults that were found in audit”
(2007, 2).

20. The new secretary-general, Ban Ki-moon, has been credited with playing an
important role in the Darfur crisis, in climate-change agreements, and in helping to
convince the government of Myanmar to open its door to international assistance
and personnel.

21. Bolton, a strong opponent of multilateralism, wanted the UN to switch to
voluntary contributions and to make voting dependent on a country’s financial con-
tribution to the UN. More recently, US policy has became more supportive of the
UN, a trend reinforced under President Obama.

22. While this study is presented as independent, it seems to contain little critical
reflection on the UNDP.

23. The International Committee of the Red Cross (ICRC) is a neutral organiza-
tion, set up in 1863, dedicated to protect the lives and dignity and to support victims
of war and internal violence.

24. The first annual International Labour Conference adopted the first six Con-
ventions, and in less than two years, sixteen Conventions and eighteen Recommen-
dations were adopted. Convention No. 87 on the freedom of association and the
right to organize was adopted in 1948.

25. DFID started a new civil society program in Orissa, managed by a Delhi-
based NGO. DFID found hundreds of NGOs in Orissa bidding for funds and ru-
mors that individuals were offering services to write proposals.
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26. These are data from Giving USA, which monitors US donations (cited in The
Guardian, September 28, 2007).

27. “Philanthropy Oscars,” The Economist (September 22, 2007), 69.
28. There are cases where aid flows seem to be determined by the low-income

status of the recipient but are also the result of historical links, such as Belgian aid to
the Congo.

3. The Evolution in Thinking about Aid
and International Development

1. This anthropologist was Gloria Davis, who described the history of social de-
velopment in a 2004 World Bank paper; a few years before Davis was appointed, the
first sociologist, Michael Cernea, was hired by the World Bank (Davis 2004).

2. Amsden describes the period 1950–1980 as the “First American Empire,” which
favored “trade, not aid,” with much flexibility in allowing deviations from free trade
and in the promotion of alternative development models (2007, chap. 3).

3. The right to development was finally adopted as a UN General Assembly
resolution in 1986 (Uvin 2007, 598).

4. See, for example, Lin 2007. Lin became the World Bank chief economist in
2008.

5. The affordability and also the potential impact of education on economic
growth rather than the intrinsic value of education became a central concern.

6. For example, Ha-Joon Chang claims that Northern “bad Samaritans” con-
tinue to provide simplistic and ideological advice that often serves the donor coun-
tries’ interests (Chang 2007).

7. For a description of the use of the concept of social capital in the World Bank
and how this helped to form a bridge for its social scientists with other bank staff,
see Bebbington et al. 2006. Many critiques of the concept and its use have been
written, for example, Harriss 2002.

8. The international comparison is far from easy. A critical factor in this interna-
tional comparison is the availability of comparable price data, which recently has
undergone major revisions, leading to big changes in estimates of numbers of poor
people. For a discussion of this in the context of China, see Ravallion et al. 2008.

9. Eyoh and Sandbrook label the new approach a “pragmatic neo-liberal devel-
opment model” and highlight the similarities with the “Third Way” promoted by
Tony Blair and Bill Clinton (2003, 228). The approach found expression in the
CDF promoted by World Bank President Wolfensohn.

10. Lynn Squire was among the people who had helped to bring these data sets
together. He later set up the Global Development Network.

11. For a quantitative analysis of key words used in UK white papers between
1960 and 2006, see Alfini and Chambers 2007.

12. Edward Anderson, personal communication. This finding came out of work
within a short-lived initiative (2004 to 2006) called the Inter-Regional Inequality
Facility, which aimed to fund activities to strengthen South-South dialogue on in-
equality. For more information on this initiative, see its website.
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4. Development Projects

1. Tendler quotes Mason and Asher’s World Bank since Bretton Woods and an ar-
ticle by Baum in Finance and Development in 1970 (Tendler 1975, 87).

2. Grove and Zwi (2008) propose an additional tool to address these concerns: a
Health and Peace Building Filter for health programs in settings of conflict.

3. A short summary of the World Bank’s evaluation of the Fourth Project on
Rural Roads is available at www.worldbank.org.

4. The success of rural roads in contributing to poverty reduction is described in
the 2004 World Bank document entitled “Reducing Poverty, Sustaining Growth:
Scaling Up Poverty Reduction.”

5. IDA 2007. During the 1990s the World Bank’s infrastructure investment lend-
ing declined by 50 percent. The decline in lending by international institutions was
matched by a decline in government spending; public investment in Latin America’s
three largest countries, for example, fell from 10 percent of GDP in the mid-1970s,
to around 2 percent by 2000 (Kessler 2005).

6. The Green Revolution had less impact in Africa than elsewhere. The Gates
and Rockefeller Alliance for Green Revolution in Africa aims to address this; here
the lead is taken by the private sector rather than the public sector, which led the
1960s Green Revolution.

7. An enormous amount of literature is available on the Grameen Bank. For a
good introduction, see World Neighbors, 1994.

8. See, for example, these World Bank documents: De Silva and Sum 2008, World
Bank 2002, and Rawlings et al. 2004. External and critical studies include Cornia
1999 and Tendler 2000.

9. An IMF paper by Cordella and Dell’Ariccia (2003) uses an econometric model
to show that program aid is more effective than project aid, because governments
can reallocate money when receiving support, for example, specifically to build
schools.

10. See, for example, World Bank 2007, which documents partnership for innova-
tion in China. Available at www.worldbank.org.

5. Hard-nosed Development

1. The literature on structural adjustment is huge. For a short overview, see David
Simon 2002.

2. Tony Killick, one of the main authorities in this field, writes: “Generally, con-
ditionality has not been effective in improving economic policies. . . . It has failed to
achieve its objectives and therefore lacks practical justification. . . . Over-reliance on
conditionality wasted much public money [and] the obstacles to adequate improve-
ment are probably intractable” (Killick 2002, 483). International civil society orga-
nizations continue to criticize IFIs approaches to conditionalities (see
www.eurodad.org).

3. An exception to this was funding for education. Increased funding for primary
education was seen as desirable, but in addition to improving efficiency this was
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because increased state funding would leverage additional funding from the central
government.

4. For a range of “African voices” on adjustment, see Mkandawire and Soludo
2002.

5. Subsequent key World Bank documents include Governance: The World Bank’s
Experience (World Bank 1994) and research papers such as “Governance Matters”
(Kaufman et al. 1999). In the UK, Foreign Secretary Douglas Hurd in a 1990 speech
launched the idea that governance was central for development cooperation (Jenkins
2002, 486), and its status was elevated by DFID’s third white paper since 1997 (DFID
2006).

6. In providing grants or loans, donors are also concerned about fiduciary risk,
that is, whether donor funds are properly accounted for, are used for the intended
purposes, and represent value for the money.

7. See IDA Resource Allocation Index 2007, available at www.worldbank.org.
8. This report stressed that technical efforts needed to be accompanied by a strong

and persistent political will in both developed and developing countries. The head
of the IMF added a note of caution, observing that slow progress in reforms often
reflects lack of institutional capacity rather than lack of political will.

9. Concerns about the need for better understanding of politics had also emerged
in PRSPs (see Chapter 6), which some saw as depoliticized documents, and the
extensive processes of consultation that often increased the space of civil society
tended to neglect the legislature.

10. Budget support can be defined as a form of program aid to support a plan or
policy program developed by the recipient government. Budget support is chan-
neled directly into the financial management, accountability, and procurement sys-
tem of the recipient country. General budget support  is financial support to the budget
as a whole, and sector budget support implies support to a particular sector, typically a
sector-wide program.

11. An exception is the Agriculture Investment Programme in Kenya.
12. A number of agencies have argued for a dramatic increase in aid efforts in

social protection, too, though this has not as yet resulted in sector initiatives on the
scale of those in the health and education sectors.

6. Country-led Approaches and Donor Coordination

1. James D. Wolfensohn and Stanley Fischer, joint note, April 5, 2000.
2. Kofi Annan, letter to James Wolfensohn, May 11, 2001. The World Bank and the

IMF also were quick to emphasize the complementarity between CDF and PRSP ap-
proaches, though institutionally there was some competition between the initiatives.

3. World Bank, Operations Evaluation Department, 2003. The management
response was also published and supported many of the conclusions and recom-
mendations made. Available worldbank.org.

4. The PRSP approach gave rise to large number of publications, including an
ODI monitoring web page on behalf of donors (http://www.prspsynthesis.org/),
and many from NGOs. Interest started to wane somewhat after 2003.
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5. A similar critique has been expressed regarding the CDF. Owusu (2003) ar-
gues that this approach settled a longstanding debate over development strategies
in favor of neo-liberalism and global integration.

6. For a good discussion that emphasizes that the process of participation was
strongly led by government, see Stewart and Wang 2003.

7. Cheru, for example, emphasizes the weak state capacity in Africa as a hin-
drance for poverty analysis, implementation of programs, monitoring, and “co-or-
dination of economic policy formulation and implementation [which have] been
hampered by constant inter-ministerial infighting, as well as by the disconnect be-
tween key sector ministries and ministries of finance” (Cheru 2006, 369).

8. Some observers of Latin America (see Dijkstra 2005) have argued that the
PRSP approach should be abandoned; in the view of Booth, Grigsby, and Toranzo,
emphasis should be put on donors’ alignment and harmonization, a central part
of a PRSP approach, in a way that allows strategic support to specific initiatives
(2006).

9. OECD DAC 2003a. These guidelines, approved in the Rome Declaration,
offer a set of “good practices” for donor-government engagement, inter-donor co-
ordination, and intra-donor reform. The goal is to simplify and harmonize proce-
dures, reducing costs and enhancing efficiency.

10. Third High Level Forum on Aid Effectiveness, Accra Agenda for Action, en-
dorsed 4 September 2008, to accelerate and deepen implementation of the Paris
Declaration on Aid Effectiveness. Available on the oecd.org website.

11. OECD DAC 2007. See also the Eurodad report Turning the Tables, which
emphasizes similar points and highlights the common critique that support still
comes with too many conditionalities.

7. Development’s Poor Cousins

1. According to its website, the United Nations Environment Programme
(UNEP) is mandated to “provide leadership and encourage partnership in car-
ing for the environment by inspiring, informing, and enabling nations and peoples
to improve their quality of life without compromising that of future genera-
tions.”

2. I believe there is no clear argument for including improvements for poor ur-
ban (and not rural) inhabitants under the environment MDG. This seems largely
the result of a desire to limit the number of MDGs and difficulty in including urban
poverty under other MDGs.

3. The policy and processes are described in Operational Policy (OP)/Bank Pro-
cedure (BP) 4.01: Environmental Assessment, an umbrella policy for the environ-
mental safeguard policies that include, among others, natural habitats, forests, and
dam safety. Available at http://web.worldbank.org.

4. Full project documents and assessments are available at www.worldbank.org.
5. Seguino (2006) has used this survey to analyze global trends in gender norms,

and how they relate to other gender indicators. Survey available at http://
www.worldvaluessurvey.org.
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6. The 1945 UN Charter recognized equality between men and women as a
global goal.

7. Quoted in the Report of the Economic and Social Council for 1997, A/52/3, 18
September 1997, IV/I/A, 2.

8. The following material is based on OECD DAC 2002.
9. Seguino, on the basis of the World Values Survey, highlights global progress

toward valuation of gender equality, hypothesizing economic growth does contrib-
ute to this. On the other hand, MDGs that are closely related to gender equality,
such as women’s health, tend to be the ones where progress is slowest (Seguino
2006).

10. Albert Mayer was the key pioneer behind the Uttar Pradesh project, which
became a model for other community development projects in India. More infor-
mation is available at www.lib.uchicago.edu.

11. For a brief descirption of Cernea’s and Chambers’s contributions to develop-
ment, see Simon 2006, 66–78; a 2007 conference at IDS Sussex celebrated twenty
years of “Farmer First.”

12. Research at IDS Sussex focuses on this new wave of participation, which it
sees to be “deepening” democracy (see IDS Policy Briefing 34 [March 2007], avail-
able at www.oecd.org).

13. See, for example, the FAO website on participation at www.fao.org.
14. Robb (2001) describes a series of arguments for civic engagement in PRSPs,

including enhancing ownership, accountability, and civil society capacity building.
15. See the short note by Thanh (2005, 78), who led community consultations in

two provinces; the experience in Vietnam is described in some detail in Shanks and
Turk 2003.

16. Participatory approaches are also central to much of the literature on approaches
to reconstruction after disasters and disaster risk reduction (see www.alnap.org;
www.proventionconsortium.org).

17. The UK-based organization ITAD was responsible for working with three
provinces to develop and implement the participatory approach (see www.itad.com/
PRCDP/).

18. For a collection of essays on the downside of participatory approaches, see
Cooke and Kothari 2001. For an optimistic assessment of participatory approaches,
see Chambers 2005.

19. Such projects are usually part of the governance agenda. For a discussion of
approaches to strengthen justice systems in order to reduce poverty, see Sage and
Woolcock 2007.

20. CARE International, quoted in Amnesty International, Our Rights, Our Fu-
ture (4 September 2005), 11.

8. What Works in the Aid Industry? What Doesn’t? How Do We
Know?

1. An interesting exception is a study by the UK National Audit Office (NAO).
The NAO focuses on auditing government offices’ accounts, but also reports on the
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efficiency with which taxpayers’ money is spent. Reports are available at
www.nao.org.uk.

2. It is not uncommon for agencies to look for “friendly” evaluations and to in-
fluence studies by the choice of consultants.

3. The best resource for this is the Q2 website at http://www.q-squared.ca/.
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