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Abstract

It is likely that the international aid system will continue to evolve along one
major axis in the years to come, with a fragmented, foreign-policy focus at one
end, and a more deliberate poverty focus at the other. This follows from the
increasing securitisation of aid that, particularly after the events of 9/11, is
likely to shift aid distribution away from where it may have the largest impact
on poverty. While the current (post-Washington) consensus on aid stresses the
importance of good governance for aid effectiveness, the restrictive approach
to aid in conflict-prone and conflict-ridden countries will have to be revisited.
Also, a major unresolved issue is how best to support poor countries which
perform poorly, especially failing states.
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While there may be a growing (post-Washington) consensus on
approachesto devel opment (Wolfensohn and Bourguignon, 2004),
itislikely that theinternational aid system will continue to evolve
along one mgjor axis, with a fragmented, foreign-policy focus at
one end, and a more deliberate poverty focus at the other.

The current leading paradigm of aid stresses the importance of
strong policy environments, institutions and governance for aid ef-
fectiveness. Countries with strong performance in respect of all
three attributes can absorb higher levels of aid and are likely to be
more effective in converting aid into economic growth and poverty
reduction. The paradigm hasthefollowing key elements:

v acompact linking sovereign responsibility (in devel oping coun-
tries) for good governance and development choices with bet-
ter aid quality and increased aid volume;

v the Millennium Development Goals (MDGs) as guidance for
country development priorities;

v partnership approaches, including the Poverty Reduction Strat-
egy (PRS) process;
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v streamlined conditionality, in recognition of thefailure of tradi-
tional conditionality; and

v performance-based aid allocations (Hewitt and Waldenburg,
2004: 19).

However, thereistoday alarge and growing subset of low-income
countriesthat arelabelled ‘ difficult partners’ or ‘low-income coun-
tries under stress' (LICUS). Most of them, including some 35 of
the poorest countries, are affected by conflict, which destroys econo-
mies, keeps millions of peoplein poverty, and disruptstheir access
to services. Donors have believed that these countries, despite sub-
stantial increases in aid flows, are unable to put aid to good use,
owing to their weak institutions and poor governance as well as
their chronic vulnerability to unrest, conflict and state failure. Asa
consequence, these countries have been relatively isolated from
much of the aid system, particularly sincethe end of the Cold War.
Humanitarian relief is an exception and may, by default, begin to
take on part of therole of longer-term structural aid in some coun-
tries.

It has been the misfortune of some of the poorest countriesin
the world that their suffering has not been considered contagious,
at least not over long distances. We may worry about the possible
consequences for our own security of the warsin the Balkans and
the Israeli—Palestinian conflict, but not of what happensin Sudan
and certainly not in SierraLeone and Liberia.

The dramatic events of 9/11, however, changed al this, in ways
that may have both positive and negative consequences. They
brought about a fundamental realisation that, on the dark side of
globalisation, nothing can be safe any more; that the containment
of violent unrest to a periphery of turmoil and misery can no longer
be taken for granted. Also, those who advocated adiminishing role
for the state were proved wrong by the events of 9/11. Rather, the
challenge of 9/11 calls for an adjustment of policy instruments to
meet the core responsibilities of the statein protecting its citizens.

There are several implicationsfor international aid.

First, the concern over South—North contagion effects, arising
not only over terrorism havens and civil wars but also over issues
such as pollution, disease and financial instability, will continueto
increase the supply of aid to ‘ hotspot’ areas. Thismay shift aid dis-
tribution away from whereit could have the largest impact on pov-
erty, but follows from the increasing securitisation of aid (Hewitt
and Waldenburg, 2004).
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Second, the merging of thefailed states agendawith thewar on
terrorism has direct relevance for international aid actors and for
the conduct of humanitarian operations. Attempts to enhance the
‘coherence’ of military, political and humanitarian responsesto coun-
tries experiencing protracted crises of governance and underdevel -
opment raise anumber of legal and ethical dilemmas, not least for
humanitarian actors. The impartiality and neutrality that need to
characterise humanitarian aid have been challenged in several in-
stances, complicating the rel ationship between aid and military in-
terventions (Harmer and Macrae, 2003).

If conflict prevention, peace-building, policing and security sec-
tor interventions becomefully eligiblefor ODA —which may seem
sensiblein aworld wherelocal security and development must go
hand in hand — there could be abuse and scarce ODA funds may
be diverted towards military purposeswith adebatable devel opment
impact. While security needs attention, development and humani-
tarian money should not be ‘raided’ for that purpose. At the mo-
ment, some devel opments cause great concern, including the post-9/
11 set-back we have seen for human rights, following in the wake
of the war on terrorism. Clearly, the relationship between aid and
politics, and the roles and responsibilities of humanitarian and de-
velopment aid actors, have become topics of great concern.

On the other hand, such concerns should not overshadow the
need for systematically addressing the problems of poor perform-
ers. Focusing on asmall number of ‘ good performers’ might hinder
equitable reduction of poverty, and deteriorating governance among
‘poor performers might produce adverse spillover effectsfor neigh-
bouring countries and even globally. Nor does the evidence support
the conclusion that aid works only when policiesare ‘good’ (Max-
well, 2005: 5). Somehow, aid needsto be used strategically toreach
poor people and bring about changein all countries. Therefore, the
restrictive approach to aid in conflict-prone and conflict-ridden coun-
tries will have to be revisited. Our attitudes to development risks
will have to change, to take account of the potential rewards of
investing in peace and stability. There are enormous economic and
other benefits of successful conflict prevention and high risksim-
plicit in the systematic neglect of frail and failed states.

In order to deal with such challenges, the capacity of aid pro-
fessionalsto operate effectively in conflict-prone, conflict-affect-
ed countries must be enhanced. There is a particular need to
respond to the fact that, in such situations, the reality of peace-build-
ing and development liesin power and politics (including the great
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challenge to accommodate ethnic and cultural difference in many
countries), and should not be regarded as technical — sometimes
called ‘transitional’ — activities only. Projects may have to be sup-
ported that make little sense from an economic point of view but
areimportant to bring about | asting peace. In general, aid will have
to be conceived not only as an incentive for good policy perform-
ance but also as an instrument for capacity-building and security-
risk management. Adaptable project assistance may also deserve
to regain the position it has lost because well-conceived enclave
projects may have great strategic value, particularly in post-war
situations.

Based on the above argument, | think a major unresolved issue
ishow best to support poor countrieswith bel ow-minimum perform-
ance thresholds, especially failing states. The growing interest in
re-engaging with such states has not yet been accompanied by any
significant breakthroughs in how development aid (as opposed to
relief aid) will be managed to avert the risks associated with engag-
ing with contested states. These challenges are further compound-
ed in those countries where central governments are not in full
control of their territory, and/or cannot be trusted to play their role
in fighting terrorism (Harmer and Macrae, 2003). Thereisarisk,
therefore, that aid that is not structural, especially humanitarian aid
and post-war activities, will continueto grow faster than mainstream
aid, asitisdoing today. Extension of successful crisis-appeal modes
of fundraising to, for example, thefight against HIVV/AIDS could al-
so weaken the case for accelerating ‘ conventional’ aid.

The post-9/11 foreign-policy environment with itsemphasison
early and major support to previoudly failed or failing statesislikely
to further encourage bilateral aid spending for purposesonly vaguely
linked to poverty outcomes. This could lead to afurther loss of aid
effectivenessin a performance-based sense although moving ‘an-
ti-poverty’ and ‘foreign-policy’ objectivesinto separate budgets may
help retain amore balanced country allocation system. Hewitt and
Waldenburg (2004) argue that UN system agencies are most threat-
ened by such developments, especialy if they do not reverse their
increasing dependence on programme-specific as opposed to core,
bilateral funding, and if their mandate preventsthem from full par-
ticipation in some of these new ventures. Bilateral aid now exceeds
multilatera aid, roughly 70to 30, and theinterest groups protecting
the bilateral programmes face little pressure, partly because aid is
rarely the subject of partisan domestic debate in the OECD coun-
tries (ibid.: 24).
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The paradigm of aid targeting based primarily on the measura-
ble policy of recipients, and their institutional readinessto use aid
for growth and poverty reduction, faces other political obstacles as
well, such asthedistortions of aid flowsresulting from historic and
colonial/cultural ties. As Hewitt and Waldenburg eloquently put it,
‘the resulting messy aid landscape produces donor-favourites and
donor-orphans, with only weak and transitory links to sustained
development performance’ (ibid.: 26).

References

Harmer, A. and J. Macrae, 2003, ‘ Humanitarian action and the “global war on
terror”: A review of trendsand issues', HPG Briefing No. 9, July 2003, Lon-
don: Overseas Development Institute (ODI).

Hewitt, A. and D. Waldenburg, 2004, The Inter national Aid System 2005-2010:
Forcesfor and against change, London: ODI.

Maxwell, S., 2005, ‘ The Washington Consensusisdead! Long live the meta-nar-
rative!’, Working Paper No. 243, London: ODI.

Wolfensohn, J. and F. Bourguignon, 2004, Devel opment and poverty reduction:
Looking back, looking ahead, Washington DC: World Bank (October).

NUPI' JUNE 05



