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Introduction

The more recent accentuation of concepts such as “national ownership” and “partnership” among development agencies reflects a concern for bringing in a new dynamic in the way donors and recipients of aid relate. It is based on the assumption that there is causal link between the effectiveness of aid and the way it is delivered. The nature of the aid relationship matters. In this paper we shall examine the two concepts more carefully. What do they mean? Are they mutually consistent? How do they relate to other aid principles and in particular the principle of “recipient responsibility” which has been promulgated by NORAD for several years already?
 And finally, we shall discuss whether this new rhetoric addresses two of the main incentive problems in aid relationships, namely the pressure to give and the lack of results orientation. 

Trade-off between ownership and partnership. The main arguments of this paper are twofold. Firstly, that aid relations must be understood in the historical context of how aid has evolved. This tells us, on the one hand, that there is nothing new in these new buzzwords – the concerns and the assumptions underpinning these concepts have been expressed since the start of development aid. On the other hand, we see that aid relations are complex and contextual, and that there is never one principle, or set of principles, that fits all situations. Furthermore, an aid relationship is inevitably an unequal one. There is a trade-off between partnership and ownership. Strong recipient government ownership means less partnership, the way donors have defined it. It means that donor agencies effectively will have less influence and will have to lower their ambitions for taking active part in policy dialogue and reform processes. 

A need to change incentives. The second type of argument relates to the discussion on how the donor best should ensure the most effective utilisation of the assistance it provides. We shall argue that an aid relationship depends on the incentives of the donor and the recipient for being in the relationship. Whether principles of national ownership or partnership will effectively work depend much on the type of incentives that dominate. There is a need to carefully examine the conditions under which aid relations based on partnership and national ownership can work and give better results of aid. As a follow-up, we need to ask what it takes on the part of the donor and the recipient, respectively, to move towards a new relationship. 

‘Partnership’ and ‘ownership’ – what does it mean? 

Let us first look at attempts to define these concepts. Clearly, there are no authoritative definitions in the social science literature. These are by and large political, and not analytical, concepts. They are normative statements signalling certain qualities in relations between organisations involved in aid and processes of decision-making involving foreign aid.

Three types of responsibilities. Partnership, according to Ridell, “means something very different from the relationship between a horse and rider, or servant and master. It carries with it a strong sense of equity”.
 It represents an attempt at counteracting the inequalities in terms of power and access to information that normally are found in a relationship between  ‘funder’ and ‘funded’. To make a partnership work, three sets of responsibilities have to be defined and balanced:



One can distinguish between weak partnerships, where information sharing and political discussions take place as between equal sovereign partners, much like a diplomatic relationship between states that have no other binding agreement of bilateral co-operation, and strong partnerships. The latter is a contractual relationship that specifies joint responsibilities, the centre box above, in the form of an agreed programme of actions and long-term financial commitments. The question is what should be in the two other boxes to make it a partnership.

What donors will give. In 1997, Sweden formulated a strategy for Partnership with Africa, with the aim to establish “a more equal and respectful relationship”.
 Sweden is prepared to contribute to this relationship by putting in the left-hand box above:  

· Long-term financial commitments

· Greater flexibility

· Transparency in its own decision-making

· Sensitivity to the local context

What donors will demand. The right-hand box, according to the Ministry of Foreign Affairs, ought to be filled with a commitment to certain key objectives of development. Sten Widmalm has analysed the relevant Swedish policy documents, and finds that they carry a comprehensive list of political goals Sweden’s partners ought to subscribe to: 

· Equality between all member of society

· Freedom of expression and organisation

· Democratic governance

· A responsible and non-corrupt regime

Universalist positions dominate. An obvious dilemma concerns how to balance the donor’s overall political objectives with the principle of sensitivity to the local context. The tension between a position based on cultural relativism and one that advocates universal, absolute and non-negotiable values, has dominated much of the post-War international discourse. With the demise of the Socialist Block the human rights agenda gained wider acceptance, refuting the notion that in the pursuit of so-called first order rights (i.e. social and economic rights) one may have to limit the application of second order rights (i.e. civil and political rights). 

Through the 1990s Western donors tended to take a progressively stronger normative position, reducing the scope for cultural relativist positions, with a growing campaign for democratisation, good governance and social sector spending (i.e. the 20-20 initiative). The agenda on economic policies – i.e. structural adjustment and the current pro-growth – pro-poor discussion, has further contributed towards a one-size-fits-all approach to development theory.  

Relativist positions influential before. We see from this that partnership and ownership are not two sides of the same coin. It is very likely that the framework of partnership (i.e. the definitions of recipient’s responsibilities) formulated by the donor infringes on notions of sovereignty and ownership held by the government of a recipient country. Obviously, the principle of “national ownership” shall be put to many difficult tests in the years to come.  In that event it may be useful to recall the various debates in Sweden and Norway, when aid to socialist countries was put on the agenda. Sweden’s support to then North-Vietnam, in 1970, stirred heated arguments, where the proponents took a strong relativistic position: there is not only one way to prosperity and social equity – let us have faith in what the Vietnamese have decided themselves. The aid to Tanzania was supported by similar arguments. 

Mode of conditionality changing. In operational terms, this dilemma presents itself in the discussion on conditionality in aid. Does the donor look at its development goals as a condition for entering a partnership, or as objectives of the partnership itself?  This corresponds to choosing between what has been labelled ex ante and ex post conditionality. With ex ante conditions the donor declares that aid will not be given until certain conditions are met in the recipient country, while ex post means that certain conditions should be met during the time a programme is carried out and, implicitly, that future support depends on the quality of outputs – the end-result. There has definitely been a move towards ex post conditionality in recent years, including by IMF and World Bank. The Poverty Reduction Strategy Paper (PRSP) initiative, which came in 1999, was clearly influenced by a number of studies that basically concluded that ex ante conditionality did not work.
 

UK issued a White Paper on aid in 1997 resonating much the same message as developed by Sweden. The problem, however, according to Maxwell and Riddell, is that “in practice, it may not be easy for recipients and potential recipients to buy into the partnership idea, even when the donor tries its hardest to involve the recipient.”
 Is partnership, therefore, a donor-driven idea?

Assisting country ownership – the Comprehensive Development Framework. Since 1997 a couple of new important initiatives have changed the international aid environment, namely first the announcement in early 1999, by the World Bank President, of the Comprehensive Development Framework (CDF), and soon thereafter the PRSP-initiative endorsed by the Boards of World Bank and IMF, respectively. The CDF concept has gone through various iterations and been subject to different interpretations. It is not a prescription of the “right” policy for developing countries. Rather, it outlines what it implies for both parties in the aid relationship to build an effective framework for development – for making and implementing good policy. In this way, the CDF concept is an attempt to summarise current wisdom, and it sends messages to both to the recipient and the donor, which may read as follows.

There are four principles and they contain the following messages directed at national governments: 

· Governments need to develop a long-term, holistic vision for its work.

· Governments need to promote broad-based national ownership of visions, strategies and policies, through participatory processes.

· Governments need to stimulate effective partnership among various stakeholders in the development process, through government-led aid co-ordination and enhanced consultation and transparency in the co-operation with other national stakeholders.

· Governments need to be more results oriented. To be held accountable to development results governments need to improve its monitoring of development outcomes.

Obviously, these messages transcend the role of aid, and in that sense they place aid in the right perspective – as a contributor to development, not a driving force. The complementary messages to the donor community, therefore, include: 

· Donors need to be less intrusive to stimulate full national ownership of development processes.

· Donors need to lower their own flags and subordinate their respective aid programmes to country-led aid co-ordination mechanisms.

· Donors need to make longer-term commitments, allowing greater flexibility in the pace and direction of utilisation of aid.

· Donors need to promote participation and accountability for results in activities they are supporting.

One may interpret the PRSP initiative as a way to operationalise CDF.
 The purpose is to provide a framework, at national level, for what we have called strong partnership above. The explicit aim is that the recipient government takes the lead in formulating a medium-term, comprehensive (i.e. involving both economic and social policies) strategy for poverty reduction, based on which donors will make multi-year financial commitments. Hence, the term “country-led partnership” is being flagged. 

But ‘country ownership’ is a problematic term. However, the recent specification of the term ‘ownership’ by adding “country” and “national” is by no means straightforward. It raises a debate about “who” is the “country” and who is the owner when we talk about “national” ownership. The term ownership is useful when strictly linked to the main institutional partners in the aid relationship – i.e. the donor agency and the recipient organisation, specifically, or the governments involved, more generally. ‘Ownership’ is about who decides what in the process of aid delivery. Who initiates and identifies the needs (e.g. who is in charge of the Identification Mission)? Who prioritise (e.g. who makes the Country Assistance Strategy and the Feasibility Studies)? Who plans and designs? Who makes procurement? Who implements? Who supervises? Who evaluates? In this sense ‘ownership’ refers to the same concerns as the term ‘recipient responsibility’ used by NORAD:

“the recipient is to define needs, prioritise activities, make policy decisions, direct the planning of activities and their implementation, allocate resources, facilitate effective utilisation of external and internal resources, and be responsible for the actual implementation.”

Non-governmental organisations are also recipients of aid, and the concepts of ownership and responsibility are equally relevant to such aid relationships.  The term ‘country ownership’, however, is obviously a misnomer when used as a way of indirectly co-opting such groups to the agenda of government – or the more elusive term ‘nation’. It is meaningless, and devoid of any real political analysis, when for instance a series of workshops and meetings, being labelled participatory or consultative, is taken as evidence of “country ownership”.  The current rhetoric about dialogue and participation, consensus building, and shared visions, can become a dangerous way of disguising genuine political conflicts of interest. A recent conference reflecting on experiences with stimulating poverty reduction policies concluded:

· Government ownership should not be presumed to be coterminous with national ownership.

· National ownership is a continuous process where we cannot think of one single country actor – the nation.

· It is not a ‘win-win’ situation where several actors can gain ownership simultaneously.

· It has to do with a government’s relations with national as well as international actors – defining its responsibility, capability and legitimacy for political action.

· Ownership must relate to what political action means – and could mean – for the poor themselves.

Focus on legitimacy. A better term that ‘national ownership’ is legitimacy. What is the legitimacy of those entering into partnership with donors, and what can be done to strengthen their legitimacy? The degree of national ownership is determined by the legitimacy of the government and its institutions. Donors should avoid engaging in processes and negotiations that negatively affect the legitimacy of government. There are many factors that influence legitimacy, but some that are important in this context include:

· Political will and leadership at high level of government

· Knowledge and ideas, and ability to learn, at operational levels of government

· Effective and transparent communication of political messages and plans

· Demonstrated capacity to act within public agencies

Ownership is about how institutions work. A critical question, coming back to the trade-off between ownership and partnership, is the extent to which donors are willing to give away ownership. Is there a relationship between limited funding and the willingness to give away ownership? Had the generous attitude of NORAD of giving away ownership been different, if NORAD had controlled the same kind of resources as the World Bank? Will the current PRSP-processes, where donors aim at pooling substantial financial resources, contribute to enhancing legitimacy of national governments and the public administration?  If they are not able to deliver, the opposite effect is not unlikely, leading to further erosion of people’s confidence in the political system.  “The proof of the pudding is in the eating” and a sustainable process of nation-building depends on the ability of successive governments to deliver. However, the main limiting factor, in very many countries, is not lack of money. It has to do with organisational culture and incentives, and as we shall argue below there is a need to carefully examine the institutional effects of aid. Why has ownership become an issue?

In the early days of development assistance this was not a concern, for the obvious reasons that donors started out on a much more humble note. Gradually, in most, but not all, aid receiving countries an erosion of government ownership set in. What will it take to roll-back this donor influence? Can we learn from the history? 


A historical perspective

Ownership was there from the beginning

Institutional perspective lacking. There are two recurrent themes in the debate on development aid since the 1950s, namely; what are the effects in terms of development indicators and what are the effects on the recipient institutions. Today, we realise that the two questions are intimately related – viz. the debate on ownership, partnership and responsibility. We have learned, as well, that aid may have undesirable effects on recipient institutions. In the early periods of development co-operation the two questions were not linked. The dominant belief was that aid could represent some form of injection into an existing institutional system making it capable to move faster. Aid was seen as institutionally neutral, so to speak. 

We had the “take-off” theory of economic growth. Countries that did not take-off in their economic development where deficient in capital and infrastructure. We had to close the savings-gap, as it was termed. This led to the assumption that provision of investment capital and new infrastructure would bring developing economies past the threshold for sustainable economic growth. Believing that public institutions in developing countries by and large functioned like our own, there was little attention to institutional analysis. Hence, the theory of “gap filling” that emerged included not only filling in missing infrastructure such as roads and harbours. It involved also filling gaps in public institutions in terms of professional competence. In the 1960s it was common to find expatriates, recruited by UN agencies and some bilateral organisations, filling gaps in public sector agencies, as planners, doctors, district water engineers etc. 

Ownership taken as granted. In the 1960s donors based their aid by and large on the assumption that the newly independent countries had the basic framework of governance and public institutions in place for developing the county. It was a matter of enhancing the capacity and efficiency of the institutions, and rarely did one question the motives and incentives of the people working in Third World government institutions. And there were no obvious reasons for doing so. The 1960s was a period of growth in the world economy, and the earlier colonies benefited from this largely through their economic links with their former colonial power. The euphoria of independence also mattered a lot. There were widespread popular support of the new nation building project, the commitment among civil servants was high, and many of the countries were led by strong, development-oriented charismatic leaders. Development was visible, and there was optimism.

Donors not in the driver’s seat. There was no questioning about who is in the driver’s seat. Reading the statements from the Pearson Commission of 1969, quoted below, they portray a donor community operating from a weaker and more humble position than what we see today:

“The formation and execution of development policies must ultimately be the responsibility of the recipient alone, but the donors have a right to be heard and be informed of major events and decisions.” 

“…, aid-providers, including international organisations, should be able to expect periodic consultations on matters of economic policies central to growth, fulfilment of understandings with respect to economic performance and efficient use of aid funds. Recipient, on the other hand, should be entitled to a prompt and reasonable steady aid flow at the level agreed and allocation of additional aid according to explicit criteria emphasising economic performance”.

What partners to choose? It is important to remind ourselves that by the late 1960s and early 1970s the development aid debate was strikingly similar to what we have today, but from a different starting point. The basic argument was that a donor should support those countries pursuing the “right” policies, and then leave as much responsibility as possible to the recipient government on how to use the money. Many argued at that time that budget support was the optimal form of aid, and in fact during the 1960s budget aid was quite common. This was not least the case with aid from the former colonial powers to the newly independent nations. 

The debate on what constituted “good” polices had different connotations from our current debate. It was generally accepted that poor countries needed to build a strong state, responsible for provision of basic social services to all, as well as managing the development of economic sectors. Only the state had the resources to promote national industries that could substitute imports of essential commodities. High import tariffs where put in place to support infant national industry. Even in countries where socialist ideas and principles of a planning economy where put in place, Western donors tended to accept this as a temporary, and even necessary, means to effectively mobilise national resources. The relationship between Western donors, especially the Scandinavian ones, and Tanzania is a typical case in point. 

“Main Partner Country”. By the early 1970s, Norway and several other bilateral donors had formulated principles and mechanisms of aid based on “recipient responsibility”. In fact, the going terminology at that time was even more respectful, as it underlined “recipient orientation” as the core principle. The need to stress the responsibility bit came in later, when donors found it necessary to become more up-front on the problem of lack of responsibility. “Recipient orientation” means that the donor commits itself to respect the needs and priorities as expressed by the recipient government. Norway introduced the concept of “main partner country”. This was seen as tantamount to a friendship-country relationship based on mutual trust. The Norwegian aid was provided within a framework of 4-year financial commitment, to ease forward planning on the recipient side, and allowed for substantial aid in the form of direct budget support, import support (e.g. paying part of the oil bill for Tanzania) and commodity assistance. 

Then things started to go wrong

Typical of the first two decades of aid, until about the early 1970s, is that throughout there was never a questioning about ownership and recipients’ responsibility. Then stories started coming in of new investments not being maintained, irrational bureaucratic decisions and red-tape, nepotism and professional ineptitude. Corruption was later to surface as a main problem. There was a growing realisation that Third World public institutions had major problems. Did aid have anything to do with this? 

Ownership deteriorates. In retrospect we see that a number of concurrent and related processes reinforced each other at the time. Firstly, most of the newly independent countries embarked on an ambitious project of expanding the state machinery. In some countries this was further reinforced by the nationalisation of private enterprises. The rate of expansion was totally out of tune with the availability of qualified manpower. Secondly, this problem was exacerbated with policies of “nationalisation” pursued especially in many African countries. It was no longer politically acceptable to have non-indigenous Africans (e.g. people of Indian descent in East Africa) or Western expatriates in the civil service. The result was that positions could no longer be filled by attention to merit and qualifications. In fact, political considerations and personal relationships took the upper hand. Thirdly, state revenue did not increase sufficiently to cover the expanding pay roll, the result being a steady decline in real wages of public employees. The growing inflation added to the problem. The result was that people had to engage themselves in out-of-office economic activities to make ends meet. Gradually, misuse of public funds and authority became part of the same syndrome. 

But not everywhere. Although these processes can be found in strikingly many developing countries, there have been exceptions and Botswana is a much-cited case. Botswana had a slower pace of state expansion, and never nationalised private enterprises. The Government did not employ strong policies of nationalisation of the civil service, and has been surprisingly strong in resisting public pressure for public jobs upholding principles of employment by qualifications. Largely due to revenues from diamond exports, and prudent financial management, Botswana has avoided a decline in public sector wages.

Donors’ control increases. Another process, worth mentioning, is the response of development agencies to these developments. We see in the early 1970s the start of an increasing projectisation of aid. This is partly a response to a lack of confidence in recipient governments and the budget support mechanism, but more significantly it represents a change in ownership. The problem is not that aid is earmarked for specific project, but how the project cycle is managed. Who identifies, plans, manages, implements, monitors and evaluates the project.  Aid had been linked to projects for a long time, but now we see a move to establish project management structures outside the regular government structure with strong donor involvement at all stages in the project cycle. 

With the slow moving of existing departments and ministries, weak and often unqualified leadership, donors saw no other option than to go for some form of semi-independent project management, typically under the leadership of foreign consultants. It must be added, however, that this trend was further reinforced by the growth of development professionals in donor countries – the so-called “experts”. They exerted strong pressures, in various fields, for trying new ideas and approaches, and they wanted jobs. Obviously, consultant-managed projects served their interests as well. 

Responsibility is diffused. The same can also be said for the recipient institutions. Aid dependency had been increasing, especially with falling public revenue, and it was convenient to receive even more aid in the form of “project islands” without having to take the full responsibility. It is wrong to conclude, therefore, that the “project island syndrome” was pushed on developing countries against their will. They accepted the trend seeing the limitations of their own system. In countries where public management where adequate and government insisted on their direct control of projects, including funds being channelled through the national budget, donors where more than willing to abide. Again, Botswana is a case in point.

Then comes conditionality

The new liberalism and new conditionality. The next important trend in development co-operation is the structural adjustment agenda promoted initially by the Bretton Woods institutions, but later endorsed by most Western donors. This was spurred by a major shift in economic policies in US and UK, under the Reagan and Thatcher administrations, promoting market reforms and seeking to expand global markets for Western corporations. But it reflected as well a general concern with macroeconomic instability undermining the efforts of aid agencies. 

This clearly marked a major step away from national ownership and recipient orientation. The response of recipient governments has by and large been in the form of subtle resistance. They accepted the conditionality on paper, but where falling behind in implementation on most accounts. The only important exceptions were related to decisions that could be effected by a small group of senior economic executives in government, such as lowering tariff rates and alter exchange rate policies. More fundamental institutional reforms of the public administration, state-owned enterprises, the banking system etc. were met by local opposition and the changes made where mostly cosmetic, in order to please the donors.

Mixed results. By the mid-1990s the steam had run out of the conditionality paradigm, and many studies basically reported that conditionality does not work. While this is obvious for longer-term and complex development processes, structural adjustment nevertheless had a major impact on many countries. It paved the way for liberal economic policies which did boost economic activity, but the crisis of public administration and public services continued to deepen and corruption reached new levels with the new avenues for private engrandissement. 

And partnership takes over 

Post Cold War. Although the tough line of structural adjustment gradually became softer and less dogmatic, it continued being a major public relations problem for the World Bank. With the fall of the Soviet Union, the bilateral donors also wanted to promote a more diplomatic and less confrontational and patronising platform for development co-operation. The term recipient country was replaced by “development partner”, and similarly agencies were careful referring to development co-operation rather than aid. The political justifications are fairly obvious. With the increasingly globalised world and the end of the Cold War, there was a need to define country-to-country relationships in equality terms, as has been laid down in the principles of the UN Charter. 

Ownership depends on good governance. Besides building a new climate for international relations, a different set of rationality was also brought in, namely, what kind of aid relationship stimulates most effective use of aid. Conditionality had proven its limitations, and so had donor-managed project aid, and it was time to go back to basics. In the case of aid, it means going back to where it all started – with a high degree of country ownership. At the same time, the recipient governments and countries of today are radically different from what existed just after independence in the 1950s and 1960s. On two accounts especially, the conditions have changes dramatically. Firstly, the recipient countries operate in an environment of greater diversity and unpredictability. They have offers from a wide range of development partners (multilateral institutions, development banks, bilateral donors and NGOs) and foreign investors, and at the same time their economies are more integrated in the global economy. Secondly, many recipient countries have lost much in terms of the legitimacy of the state as a representative of peoples’ will, because of inefficiency and embezzlement of public resources.    

Can we rebuild ownership? 

The need to reward results. This historical resume takes us to the final argument mentioned in the introduction. The current emphasis on aid relationships based on the notion of “recipient country-led partnerships” tends to overlook a more fundamental problem underpinning lack of ownership on the part of the recipient. This has to do with the factors that make public organisations do their job, and in an efficient and cost-effective manner. And it has to do with aid and the aid relationship as among these factors. It represents the eternal question in aid: how can donors through the aid delivery mechanism – determined by demand and supply – influence the quality of development results? Does donors effectively reward results? 

  


There is a need to confront boldly the incentive structure in aid relations. What are the factors determining the demand for aid and, similarly, the supply? Do we see a potential for changing the supply and demand functions in ways that will increase the probability of recipient institutions becoming more results oriented and effective? Are there alternatives to conditionality and donor-driven activities? Can there be ways of rewarding results more directly? 

Focus on responsiveness and accountability. Whereas recent studies on aid effectiveness argue that aid in the form of financial transfers has been effective in countries with “good” policies and institutions, and that aid in the form of ideas has been effective in stimulating reforms, there is still a major concern in many countries with the sustainability of aid-supported investments. Some of the factors affecting the sustainability of aid projects and programmes are:

· The adverse impact of aid-funded programmes or projects on the interest of powerful groups and individuals inside and outside government in recipient countries.

· The absence of a vocal constituency inside and outside government that would enjoy tangible or immediate benefits of the aid.

· A lack of funding from recipient countries to continue projects after aid is terminated.

· A lack of willingness and/or capacity to manage projects and programmes.

A recent study commissioned by Sida argues that “applying the concept of ownership and sustainability to actual development cooperation relationships is quite difficult…, motivational and information problems are very deeply embedded … and … no type of development cooperation is free from powerful perverse incentives”.
 The aid relationship is never a simple bilateral link between a donor, like NORAD, and a recipient, like a ministry. It is constituted by a network that typically includes eight major actors: recipient government; donor government; other donors; recipient ministry/agency; aid agency; contractors; civil society organisations; and beneficiaries. With this complex system with many actors and relationships the parcelling of ownership becomes very difficult, and Ostrom argues that “the responsibility and accountability that an owner has, in the conventional meaning of the word, is transformed to nearly unrecognizable forms by the system of development assistance”.

The study recommends to Sida to revisit its concept of ownership. “The common meaning of ownership does not translate automatically to the realities of development assistance. … We recommend that Sida focus on the concepts of responsibility and accountability involved in ownership.”
 One can easily agree with this recommendation, but unfortunately there is little in terms of practical guidance in the study. 

Perverse incentives. Importantly, there is a need to find ways of promoting responsibility and accountability that is sensitive to the two main incentive factors in aid relationships: 

· Maximising receipt of aid. Recipients generally try to get as much out of each aid negotiation as possible.

· Pressure to spend. Both grant providers and lending institutions are subject to institutional and political pressures to disburse aid.  

It is not difficult to see that these two factors in combination creates perverse incentives in relation to responsibility and accountability for results, but what can be done to reduce the problem?

The need to maximise receipt of aid derives to a large measure from the unpredictability of the aid flow. Rarely can recipient organisations have confidence in sustained regular flow of resources. There is no reason for the recipient to believe that what it doesn’t receive today it will save for tomorrow. Recipient organisations also have interest in maximising their decision-making freedom. Understandably, for that reason they would try to avoid being too dependent on one source of aid. Hence, it is in their interest to have many donors to choose from. This kind of institutional behaviour, however, tends to dilute accountability especially where donors compete.

The pressure to spend among donor agencies has several negative effects. It may lead to the selection of investments that are good from the perspective of moving large sums of money – i.e. costly infrastructure projects. Such projects, however, are often out of tune with existing institutional capacity. In response to the obvious weaknesses of recipient organisations, donors have placed more and more emphasis on the planning process – “quality at entry”. We have seen how the mere processing of aid consumes the bulk of qualified staff resources. The conceptualisation and design of projects and programmes also tend to be overly dominated by the perspectives and priorities of the aid agency with which the recipient negotiates. 

CDF is not enough.  The current paradigm to address these problems is embodied in the Comprehensive Development Framework (CDF). The idea is that it is possible for a country to negotiate with the donor community a comprehensive and holistic development strategy and long-term plans, on the basis of which individual aid agencies can align their respective country assistance programmes in a coordinated fashion. Subsequently, donors (and governments) can shift the focus of monitoring from the current preoccupation with inputs and short-term outputs to development results (outcome or impact). 

The CDF approach may work well in countries where government (or ‘country’) ownership – responsibility and accountability, for different reasons, has not been severely weakened. It is, however, not an approach that boldly confronts the incentive problems discussed above and, hence, it is unlikely that responsibly and accountability is being rebuilt unless other measures are also taken. There are two types of measures that a donor agency like NORAD ought to consider complementing whatever attempts are being made to create a new global architecture for the development aid system. Both of these measures require experimentation, and a political will on the part of a single donor to go it alone, if necessary. 

(1) Development fund: How to reduce the pressure for spending? There is a need to find financing instruments that are delinked from the annual budgetary cycles and targets in the donor country. One approach is to set aside funds that can be spent over a period of several years, without being subject to annual appropriations, and planned disbursements targets.  At the same time, it must be an objective to instil confidence with eligible recipients that funding is guaranteed provided mutually agreed conditions are met. One way to achieve this is to establish a development fund earmarked for a country, a ministry, a sector or a local government, open for any donor to contribute. The interests accrued will be deposited with the fund. Management of such funds ought to be vested in autonomous boards with members elected by government, resource providers as well as civil organisations.
 

(2) Reimbursement based on results: How to maximise results rather than volume of aid? Currently, there is much focus on results-orientation and result-based aid, much of which is related to the setting of development targets and finding ways of awarding countries or organisations that achieve targets. There is a need for a more radical approach, one that more clearly awards results. The best way to deal with this is to disburse funds only when results have been achieved. The main counter argument will be that recipient organisations do not have the funds to pre-finance their activities. In most cases, this in only correct with large scale projects. On the other hand, it can often be argued that the recipient ought to focus on smaller projects and build capacity step-by-step. 

Get the donor out of the car. It is a lesson from aid that lack of money in most cases is not the main constraint. The real problems lie in how organisations work – whether they are problem-solving and learning oriented. To deal with this problem, there is a need for donor agencies to take a major step away from the operations of recipient organisations. This means not only allowing the recipient to sit in the driver’s seat, to use a popular metaphor, but to actually step out of the car. 

One way of achieving this is use a development fund mechanism, like the one indicated above, whereby an eligible recipient can negotiate an agreement on reimbursement of costs based on the type of outputs/results to be achieved. The agreement will place the recipient in a better position to obtain interim financing from public or private sources, even other aid agencies. When the request for reimbursement comes, the role of the fund is only to assess whether the results correspond with the standards and indicators agreed up front. With such a mechanism, the responsibility for planning and implementation is fully with the recipient. The donor (i.e. the fund) will not be involved in detailed planning, procurement or auditing. 

Accountability depends on transparency. It most instances it will be important to focus on transparency. Compared with regular transfers of aid to government budgets, a fund mechanism may have some advantages in terms of public disclosure. All relevant stakeholders, and especially the beneficiaries, should be informed about the initial agreement and the final reimbursement in ways that are locally appropriate. 

-- x --

Obviously, this is not a proposal that is equally relevant for all types of aid, but it is one that is worth while experimenting with. The logic is very simple, and one that is being practised in many walks of life – pay for jobs that are well done. I can see no better way of promoting ownership. The challenge to the donor community is that this principle is very difficult to operate for a country as a whole. We have to find mechanisms that can work at the level of organisations (public, private, community, business, etc.) where groups of people are formed to get “jobs” done. In more general terms, there is a need for the donor community to reduce the emphasis on prescribing and engineering development. The irony is that countries that have been in the driver’s seat have no need for CDF, PRSP or similar frameworks, and those that are not will not move there unless the basic incentive problems of aid are being tackled.  
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