1 introduction’

‘Does Aid Work?” was a good question when Cassen
et al. (1985) first asked it in the mid 1980s; and it
remains a good question today In the current aid
context, however, dominated since 1990 by the
‘new poverty agenda’ (World Bank 1990, Lipton
and Maxwell 1992), the question is more likely to
be formulated as ‘Does Aid Work for Poverty
Reduction?. In this guise, it has recently attracted
a good deal of attention, mostly of a statistical
kind. Researchers have been preoccupied with the
allocation of aid between countries (White and
McGillivray 1992, 1995; McGillivray and White
1994: Sawada in this volume), with sectoral choices
(UNDP 1991; Griffith-jones et al. 1994, Lipton
1994), with the impact of individual projects on
the poor (Mosley 1987), with the terms on which
aid is given (Mosley 1985), and with aggregate
measures of aid quality which reflect these factors
(Mosley 1987, White and Woestman 1993). White
(in this volume) reviews recent work.

In this article, we take a more institutional view.
In particular, we are concerned with the way in
which policy decisions corcerning poverty reduc-
tion are put into practice; and with the problem of
judging the impact of a heterogeneous aid pro-
gramme which consists of diverse elements ~ the
apples and pears of our title. Our case study is of
British bilateral aid. In the case of British aid, there
has certainly been a stated desire in the 1990s to
increase the poverty focus of the programme. How-
ever, the achievement of this objective has been
handicapped by a multiplicity of other objectives,
stated and unstated, and by radical shifts in com-
position in the last decade. Since the late 1980s,
technical cooperation has been the largest single
component of British bilateral aid. We conclude
that it is often hard to trace the poverty-reducing
impact of this form of aid. Statistical analysis which
ignores changes in the composition of aid may
be misleading.

' The article draws partly on a review of British aid

prepared for a symposium con British aid organized by
the Independent Group on British Aid in March 1994
(IGBA 1994). Thanks are due to IGBA members,
participants in the symposium, otiier contributors to the
Bulletin for comments on an earlier draft, and colleagues
at the IDS and the ODA for help and advice (especially
Elizabeth Robin at the ODA Statistics Department); also
to Carl Jackson and Lisa Gold, who helped put the
paper together. Responsibility is mine,




By way of introduction, it is important to note that
the whole discussion about aid and poverty
reduction is taking place in a rapidly changing aid
environment (Hewitt {(ed.) 1994; ODI 1994). This
has features which are inimical to a greater poverty
focus, but also some which are favourable, though
not necessarily for the right reasons.

On the one hand, overall aid to traditional develop-
ing countries has been stagnating, and showed a
sharp fall, of 6 per cent in real terms, in 1993, the
last year for which figures are available. The official
OECD review takes a sanguine view of the situa-
tion, concluding that the 1993 reverse represents ‘a
bout of weakness rather than an incipient collapse’
(OECD 1995: 73). The NGO community, by con-
trast, is more pessimistic, arguing from a detailed
review of donor expenditure plans that ‘the era of
gradually growing assistance for the poor seems to
have come to an end’ (ICVA et al. 1995: 3).

Falls in the quantity of aid impact negatively on the
poor, other things being equal. Another feature of
the current aid environment increases the amount
of aid reaching the poor, but for the ‘wrong’ rea-
sons: this is the rapid growth in emergency aid, re-
flecting particularly the spread of conflict-related
emergencies (Duffield 1994). On OECD figures, the
share of emergency aid grew from around 1 per cent
in the early 1980s, to 4 per cent in the late 1980s,
and to around 10 per cent by 1993 (OECD 1995).

The volume of aid reaching poor countries and poor
people is an important issue in the aid debate; but
perhaps not, as White argues in this volume, strictly
a factor in aid quality. On the other hand, the re-
lentless growth of emergency aid is an important
issue, affecting in particular the amount of money
left for development aid to reduce poverty.

2 British Bilateral Aid: An
Overview

British aid has become unusually well-documented
in recent years. Regular sources include an Annual
Review (e.g. ODA 1993), a yearly statistical review
(ODA British Aid Statistics, various years) and,
since 1991, a Departmental Report (e.g. Foreign and
Commonwealth Office 1993). In addition, ODA

has published for the first time in 1995 what it calls
a ‘Progress Report’ on its policy objectives (ODA
1995). A good deal of country and project-level
information, including versions of Country Aid
Policy Statements, is available under the Open
Government initiative (ODA 1995: 96). Aid policy
is often enunciated in ministerial speeches, which
are also published (e.g. Hurd 1995). The NGOs
are vigilant (Christian Aid 1994; ICVA et al. 1994,
1995; WDM 1995); Parliament carries out regular
reviews (e.g. Foreign Affairs Committee 1994); and
there is a good deal of independent or academic
analysis (e.g. IGBA 1982, 1986, 1994; NAO 1994;
OECD/DAC 1994). The raw material certainly
exists for scrutiny of aid and poverty reduction.

In the analysis that follows, we focus on British
bilateral aid, as being the component over which
the Government has most control. Bilateral aid has
been a declining share of total aid, in particular
because of the growing claims of the EC/EU. Nev-
ertheless, at around £1200 million p.a., bilateral aid
remains significant.

Table 1 presents an overview of the bilateral pro-
gramme over a 20 year period. In order to obtain
consistent data series, the figures are for ‘gross
public expenditure on overseas aid’, which is not
quite consistent with the definition of ‘official
development assistance’ used by the Development
Assistance Committee of the OECD. In particular,
the series in Table 1 include non-concessional loans
by the Commonwealth Development Corporation,
which are counted as ‘other official flows’ by the
DAC.? British aid statistics also switch from calen-
dar years to financial years in the late 1980s.

Table 1 shows that British bilateral aid grew in the
1970s, fell sharply in real terms in the early 1980s
and recovered modestly thereafter. By 1993/94,
annual disbursements totalled £1,243, 11 per cent
above the 1983 figure, though still 21 per cent
below the figure for 1978.

The table shows that the share of aid going to low
income countries has ranged between two thirds
and three quarters over the period, and that the
share tied appears to have fallen then risen, to stand
currently at around two thirds. The breakdown by

? The annual ODA publication, ‘British Aid Statistics’,
contains a definitive explanation of the way in which the
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various aid aggregates are constructed.



instrument shows a sharp fall in the share of project
aid, matched by an increase in emergency aid and
technical cooperation. Finally, in terms of sectoral
allocation, the table shows a sharp fall, followed by
arise, in the share of aid for public and community
services, which includes health and education.

3 Poverty Reduction as an Aid
Objective

A statistical analysis of aid flows is concerned with
aid outcomes. But underlying these is a set of aid
policies which influence outcomes to a greater or
lesser extent. A ‘good’ poverty record may reflect
the effective implementation of policy which gives
high priority to poverty reduction; equally, it may
occur despite policy, or be forced on policy by
events.
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3.1 Aid objectives

In the British aid programme, poverty reduction has
been one of a cast of characters occupying the
stage, along with commercial and political consid-
erations, and a host of sectoral priorities to do with
gender, environment or population. Poverty reduc-
tion has nominally occupied centre-stage, but with
occasional blatant attempts at up-staging by
other players, and what has looked at some periods
like ruthless elbowing of poverty reduction into
the wings.

ODA policy objectives have been laid down in
successive Acts of Parliament (1940, 1966 and
1980), in the White Paper on aid of 1975, and in
ministerial statements. The objective laid down in
the legislation has remained constant and states
that the purpose of the aid programme is ‘to promote



the development or to maintain the economy of a
country or territory outside the United Kingdom, or
the welfare of its people’ (quoted in Foreign and
Commonwealth Office 1995: 59). However, there
have been changes of emphasis over the years.

Thus, the 1975 White Paper was subtitled ‘More
help for the poorest’ and marked a new commit-
ment to poverty reduction. It stated that ‘the Gov-
ernment accepts that more should be done to en-
sure that a higher proportion of British aid should
directly benefit not only the poorest countries, but
the poorest people in those countries’ (Ministry of
Overseas Development 1975: 8).

On the other hand, a ministerial statement in 1980
announced that ‘we believe it is right at the present
time to give greater weight in the allocation of our
aid to political, industrial and commercial consid-
erations alongside our basic developmental objec-
tives’ (quoted in Morrisseyetal.. 1992:14); and it is
the legislative formulation, quoted above from the
1980 Overseas Development and Cooperation
Act, which makes no explicit reference to poverty
reduction, which appears in the official ODA
Mission Statement (reproduced in Foreign and
Commonwealth Office ibid.. 58). The apparent
marginalization of poverty reduction was a recur-
rent theme of independent analysis of aid in the
early 1980s (e.g. IGBA 1982).

Of course, poverty reduction did not disappear
altogether, and in the 1990s, it has been more
prominent in British aid policy, reflecting its higher
global profile. This has been reflected in ministerial
speeches (Chalker 1991, 1993), in policy papers
(Wilmshurst et al. 1992), and in the detailed objec-
tives of the aid programme. For example, in 1993,
Baroness Chalker described reducing poverty as the
‘central aim’ of the British aid programme (Chalker
1993: 10).

How, then, does poverty relate to the other objec-
tives in the 1990s? Figure 1 sets out ODAs own
statements of its aims and objectives, taken from
successive Departmental Reports. The Figure dis-
tinguishes between overall aims and objectives
and specific or ‘priority’ objectives. There are
seven of the latter, to do with economic reform,
good government, social development and pov-
erty reduction.
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As a statement of ODAs mandate, Figure 1 pro-
vides a pretty good basis for evaluation — one of
the benefits, perhaps, of the new accountability in
public services. It has many positive features and
exhibits a reasonable degree of strategic consist-
ency. However, it is also not unproblematic.

First, there have been small but significant changes
each year, which mean that the goal posts keep
moving. For example, the third objective in 1992
was ‘to reduce poverty’: by 1994, this had become
‘undertake direct poverty reduction activities and
programmes’, a rather different thing. In the first
case, progress might be measured by the extent to
which poverty was reduced. In the second case, the
criterion might be much less tight, deriving from
the number or value of projects undertaken. As an
aside, ‘to undertake ... activiiies’ is not strictly an
objective at all, but rather an activity in a logical
framework sense. It would perhaps be better to think
of ‘programme areas’ rather than objectives sensu
stricto.

Second, the role of poverty reduction is somewhat
ambiguous, especially in later years. In 1992, the
overall aim of the aid programme was ‘to improve
the quality of life and reduce poverty, suffering and
deprivation in developing countries’. By 1995, by
which time the programme had been broadened to
accommodate aid to the Former Soviet Union and
Eastern Europe, the objectives had become less
specific, being ‘to help people in countries poorer
than our own to improve their lives’ and ‘to pro-
mote sustainable economic and social development’.
It is left to the text of the Departmental Report to
make the point that ‘in ODAs promotion of sustain-
able economic and social development, it places
poverty reduction at the heart of its assistance to
low-income countries’ (Foreign and Commonwealth
Office 1995: 59).

Third, it is often hard to relate the seven detailed
objectives or programme areas to the overall aim of
helping poor peopie to improve their own lives. For
example, enhancing productive capacity is only
worthwhile from the perspective of poverty reduc-
tion if it contributes directly to creating employ-
ment and sustainable livelihoods for poor people.
There may also be trade-offs to consider, for exam-
ple between expenditures to promote productive
capacity and those to promote human development.
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In general, the connections between the main ob-
jectives and the subsidiary objectives could be
more transparent.

Finally, it hardly needs saying that the explicit ob-
jectives of the aid programme conceal others, to do
with political and commercial factors. These have
a long history (IGBA 1982, 1986; Morrissey et al.
1992). Whilst ODA publications tend to downplay
the commercial and political motives for providing
aid, the Pergau dam and other projects have brought
these out into the open.

It seems that ODAs statement of objectives does not
entirely reflect all the political priorities followed
by ministers. Nor does it seem that the statement
would pass the acid test of incorporation in a logi-
cal framework, which is surprising, given the weight
that ODA attaches to this planning tool. Neverthe-
less, if we take it on its own terms, the question is
how to measure the success in achieving the objec-
tives. What are the performance indicators?

3.2 Performance indicators

Reflecting the aggregate measures discussed in the
Introduction, performance indicators might in-
clude a concentration on low income countries,
specialization in poverty-reducing sectors, or
favourable aid terms. On these, British aid currently
has a good record in comparison with the DAC
average (Table 2): only the record on tied aid is worse

than the average. Some care is needed in inter-
preting these statistics, however. The DAC average
is not necessarily the right target. It should not
be assumed that only aid to the social sectors can
contribute to poverty reduction. And, in any case,
expenditure in social sectors is not necessarily
poverty-reducing. For example, UNDP (1991: 54)
showed that only 37 per cent of world aid to the
social sectors was devoted to activities that could
properly be classed as a priority for human de-
velopment, such as primary health care, basic
education, family planning and rural water supply.
Furthermore, as Table 1 showed, there has been
some deterioration in Britain’s performance since the
early 1980s, for example on the share of aid to low
income countries, and on tying. Nevertheless, on
this kind of indicator, Britain compares well with
many other donors (see also White and Sawada in
this volume).

ODA itsell has a more innovative approach to per-
formance indicators. It has chosen to focus on the
seven priority objectives, rather than on the overall
aims, and has developed a Policy Information
Marker System (PIMs) to track expenditure. PIMS
is, of course, an input monitoring system, rather than
an output-based system, as the ODA itself recog-
nizes: ‘large sums of financial aid are often needed
to make significant impact on productive capacity,
particularly on infrastructure. Much smaller sums
... may have a substantial effect in, for example, pro-
moting good government and the status of women’



Source OECD/DAC 1995

(Foreign and Commonwealth Office 1995: 65).
Nevertheless, PIMS tells an interesting story and
other tools, including evaluation studies, focus more
specifically on project achievements (ODA 1995).

PIMS is a new system, so that a historical compari-
son is not possible.> However, results for 1993/94
are reproduced in Table 3. This shows the classifi-
cation of expenditure by objective in 1993-94, for
a total of £632m worth of bilateral aid found to be
classifiable, some 56 per cent of the total. Enhanc-
ing productive capacity is the largest sector, followed
by human development. The percentages donot add
to 100, because many projects contribute to more
than one sector. In fact, they add to 199 per cent,
suggesting that on average, each project contributes
to two sectors, Emergency aid, valued at £179 m in
1993-94, is excluded from PIMS.

There are two remarkable conclusions from Table
3. The first is the importance of emergency aid in
raising the share of the programme which can be
claimed as direct poverty reduction. In 1993/94,
emergency aid was nearly twice as large as aid for
direct poverty reduction. If it were included in the
total, ODA could claim that a third of all bilateral
aid contributed to poverty reduction.

The other remarkable conclusion from Table 3, how-
ever, is that, if emergency aid is excluded from the
calculation, direct poverty reduction projects ac-
count for only 14 per cent of total expenditure, even
allowing for double-counting. This is particularly
surprising because the criteria for the inclusion of
projects, reproduced in Appendix 1, are remarkably

broad: ‘economic and institutional reforms designed
to promote employment creation for poor people’;
improvements in economic infrastructure pre-
dominantly serving poor people; health and educa-
tion for the poor; safety nets; and public services.
Reading this list, an immediate question is what
else the aid programme is about, if it is not about
these things.

What presumably differentiates poverty-focused
projects from others is the level of participation of
the poor. The World Bank criterion for poverty-
focused projects is that ‘the participation of the
poor ... significantly exceeds the countrywide in-
cidence of poverty’ (World Bank 1991: 22). In
another context, the ODA has identified three cat-
egories of projects: narrowly-targeted projects ‘where
the poor are the specific targets’, broadly-targeted
projects ‘in which the poor can be expected to be
particularly significantly affected’, and non poverty-
targeted, ‘where there is no reason to think that
the poor will benefit more or less than any other
groups’ (ODA Technical Note on Aid and Poverty
Reduction, quoted in Wilmshurst et al. 1992: 29).
It looks very much as though the PIMS criteria
correspond only to the first of these, which is tighter
than the World Bank criterion.

Two main conclusions can be drawn from this re-
view. First, policy is an important but somewhat
murky guide to practice. Published policy may not
tell the whole story, and in any case is likely to be
ambiguous at crucial points. Second, there is no easy
way of measuring the poverty-reducing impact of
an aid programme. The simple comparisons based

' The first year for which data are available is 1992/93.
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on statistics available from the OECD are difficult
to interpret and largely concerned with inputs rather
than outcomes. A more sophisticated system like
PIMS provides more information, but again about
aid inputs rather than poverty-reducing outcomes.

4 Aid Composition

We have already noted the impact of increasing
emergency aid on the poverty orientation of both
global and British bilateral aid. But this is only part
of the story. There have been other major shifts in
the composition of British aid, that are not much
discussed in the literature, but that need to be taken
into account in assessing its potential for poverty
reduction.

Figure 2 shows the main aid instruments used by
British aid in 1983, 1988/89 and 1993/94. There is
a striking change in the composition of the pro-
gramme. In the decade from 1983, traditional project
aid fell from 36 per cent of the total to only 9 per
cent; emergency aid rose from 2 per cent to 14 per
cent; and technical cooperation increased in real
terms by over a third in volume terms and from 35
per cent to 42 per cent of the total.

It is sometimes argued by ODA officials that these
shifts in the aggregate balance between aid instru-
ments simply reflect the adding up of aid allocation

decisions made at the individual country level, and
that the totals have no individual significance (IGBA
1994 para 26). However, it seems highly unlikely
that allocation decisions at the country level are
made entirely from first principles, with no refer-
ence to supply side opportunities. Projects are often
designed by visiting missions, for example, who will
have a clear idea as to the comparative advantage of
British aid. Furthermore, ODA has obviously had
overriding policy priorities in the past, for example,
the decision in the second half of the 1980s to
allocate an increasing share of resources to NGOs.

How do the shifts affect the capacity of the pro-
gramme to achieve its poverty reduction objectives?
Certainly, the potentials and problems are very
different for different forms of aid.

The increase in technical cooperation (TC) is the
most marked change in British aid over the last
decade. TC is, however, a heterogeneous category.
Table 3 summarizes the changes in bilateral techni-
cal cooperation between 1983 and 1993/94. It
shows that the category includes ‘classic’ TC, in the
form of personnel overseas and training, but also
all British contributions for development work to
NGOs, most of which is to support projects. Within
classic TC, also, some of the expenditure forms part
of larger projects. Thus, to argue that TC is ‘non-
project’ aid may be misleading.

Soume ODA
Note Emergency aid is excluded from PIMS
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A closer look at the table reveals that personnel over-
seas and training have both shrunk in real terms,
but that research, consultancy and TC-related equip-
ment have all grown, consultancy particularly so.
Whether all this is good for poverty reduction is
impossible to say. However, what is true is that TC
has come under critical scrutiny in recent years. The
DAC principles for Effective Aid stated in 1992 thar
TC, ‘the tool so long used as the solution to many
problems, has tended to become a problem itsell’
(DAC 1992). An independent review has found that
TC 1s often donor-driven, expensive and ineffective
{Berg 1993). Reform proposals include strengthened
local management, new delivery modes (including
institutional twinning) and better training for ad-
visers (ibid.), as well as a greater focus on the multi-
faceted nature of capacity-building (Fukuda-Parr
1995). TC has a place in a poverty-focused aid
programme. However, a close assessment of its
contribution to poverty reduction is overdue.
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The other major increase in TC funding has been
for NGOs, whose receipts from ODA went up by
more than three times in real terms between 1983
and 1993/94. [n fact, this understates the increase,
since emergency aid channelled through NGOs is
listed separately. In 1992/93, NGOs received some
£142 million, or about 15 per cent of the total bi-
lateral programme,

It is impossible to generalize about NGOs as a group,
with some 200 different NGOs receiving ODA
grants in 1992/93. There is some concentration,
however, with half of the money under the Joint
Funding Scheme now being given to five agencies
as a block grant. Only five agencies received more
than £2m.

In principle, NGOs should score highly as vehicles
for aid targeted at poverty reduction: they are close
to the poor, flexible in their response to need,



independent of state intervention and acceptable
channels in countries with which diplomatic rela-
tions are strained. However, their limitations are also
well-known: in particular, they find it difficult to
scale-up and cannot substitute for the state in serv-
ice delivery (Edwards and Hulme (eds) 1992). In
some countries, there has been resentment that
NGOs are so powerful that state capacity-building
is actually made more difficult: Ethiopia and Mo-
zambique are examples (Buchanan-Smith and
Maxwell 1994).

International discussion on the role of NGOs resulted
in 1993 in a ‘Paris Statement’, brokered by the DAC,
on collaboration between donors and NGOs. This
stressed a shared commitment to participatory,
broad-based development, and to the benefits of a
pluralistic approach to development (Smillie and
Helmich (eds) 1993). ODAs policy towards NGOs
has evolved along similar lines (ODA 1992).

Among the other categories of aid, evaluation tech-
niques are most advanced for assessing the poverty-
reducing impact of projects (Mosley 1987; Greeley
etal 1992). These are relevant to the 16 per cent of
aid that is directly disbursed for projects (including
ATP), and to the further 14 per cent or so that sup-
ports the lending activities of the Commonwealth
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Development Corporation. The direct and indirect
effects of large projects are discussed elsewhere in
this volume (e.g. by White). From the British per-
spective, as the PIMS data has already indicated, the
share of projects classified as directly poverty-tar-
geted is relatively small. The poverty reducing im-
pact therefore depends largely on the indirect ef-
fects of faster growth and growing employment.
These need not be negligible: the impact of the ODA-
funded Dhaka power distribution project in Bang-
ladesh on the development of small scale industry
is a frequently-cited example.

Finally, programme aid accounted for 10 per cent
of aid in 1993/94. Programme aid has been contro-
versial, and this is another case where evaluation
criteria are lacking and distributional impacts are
effectively unknown (White 1995). As Mosley et al.
(1991) have shown, policy conditionality is often
the main justification for programme lending, and
this can have complex impacts on growth, economic
structure and distribution. Similarly, the economic
impacts of the programme aid itself are wide-rang-
ing, both directly and through counterpart funds
(Bruton and Hill 1991; Maxwell (ed.) 1992). Since
programme aid provides resources which enable
governments to increase spending, the impact on
public expenditure is crucial. Yet a recent review of



poverty assessments and public expenditure in SSA
concluded that much remained to be done before
the two could be integrated. In particular, it would
be necessary to build a distributional analysis into
public expenditure reviews, assessing not just the
sectoral allocation of expenditures, but looking more
widely at ‘net fiscal incidence, i.e. the impact on the
poor of both government expenditure and taxation
and other charges’ (IDS 1994: xiii). Toye and
Jackson (in this volume) provide further discussion
ol the issue.

All this is not very encouraging. It turns out that
not only do we lack data on the impact of different
forms of aid on the poor, but even the methods to
answer the question are missing. The methods are
best established for project aid, but this accounts
for at best 30 per cent of British bilateral aid. When
it comes to TC or to programme aid, we are very
much in the dark. And this is particularly worrying,
because it is precisely with respect to these forms of
aid that the most serious questions about poverty-
impact have been raised.

5 Conclusion

The main conclusion of the article is to suggest cau-
tion in the statistical analysis of aid flows. A cross-
country statistical analysis of aid allocation and

aggregate aid quality is valuable, no doubt. But we
have seen that there are complex issues underlying
the statistics: on the one hand, an interaction be-
tween competing objectives and external [actors like
the growth of emergencies; on the other hand, a
changing composition of aid, in a situation where
different instruments have a very different potential
impact on poverty. In the case of British aid, the
subtle shifts in policy since the mid-1970s have
probably had less effect overall on the geographical
distribution and sectoral composition of the pro-
gramme than the tidal wave of emergency requests.
At the same time, there has been a dramatic shift
away from project aid towards technical coopera-
tion, with unclear eflects on the potential of British
aid to reduce poverty.

This leaves a substantial research agenda. There is
clearly more to do in terms of defining performance
indicators which take the policy [ramework and the
composition of aid into account. There are also
methodological preblems to address in evaluating
the impact of different forms of aid on the poor.
One approach to [ollow might be to encourage more
country-ievel evaluations, abstracting from project
data to look at the overall impact of aid programmes.
There has been some experimentation in this area
(e.g. Netherlands 1992; SASDA 1994), and it does
seem a fruitful avenue.
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