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Foreword

FOREIGN AID IS AS MUCH ABOUT KNOWLEDGE AS IT IS ABOUT MONEY.
Helping countries and communities generate the knowledge that
they need for development is a prime role of assistance. And aid

itself is a learning business that continually evolves as lessons of success and
failure become clear.

Assessing Aid is a contribution to this ongoing learning process. It aims
to contribute to a larger “rethinking of aid” that the international com-
munity is engaged in—a rethinking in two senses. First, with the end of
the cold war, there is a group that is “rethinking aid” in the sense of ques-
tioning its very existence in a world of integrated capital markets. In
response to this trend, we show that there remains a role for financial
transfers from rich countries to poor ones.

Second, developing and developed nations alike are reconceptualizing
the role of assistance in light of a new development paradigm. Effective
aid supports institutional development and policy reforms that are at the
heart of successful development. Though tremendous progress has been
made in the past 50 years, global poverty remains a severe problem. 

Research into aid, growth, and poverty reduction provides important
evidence about making aid more effective. This report summarizes the
findings of recent World Bank research on aid effectiveness. The primary
research has been published or will soon be published in professional
journals. This report aims to disseminate the findings to a broad audi-
ence. It should be stressed that there are important aspects of develop-
ment cooperation that have not been covered by the research. The report
restricts itself to areas where we have new findings.

Aid is channeled through a variety of activities that bring a mix of
money and ideas. Two key themes emerge in this report. One theme is
that effective aid requires the right timing and the second that it requires
the right mix of money and ideas. 

The timing of assistance is crucial in helping countries improve their
policies and institutions. When countries reform their economic policies,
well-timed assistance can increase the benefits of reform and maintain
popular support for them. Similarly, at the local level, when communi-
ties organize themselves to improve services, the availability of aid can
make the difference between successful innovation and failure. 
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On the mix of activities, we find that money has a large impact—but
only in low-income countries with sound management. Before countries
reform, finance has little impact. Thus, donors need to rely on other
instruments to support development in the distorted environments—
and the report looks in detail at what is likely to work and what, not.

To have a greater effect on global poverty reduction through equitable
and sustainable development, foreign assistance requires a three-way part-
nership among recipient countries, aid agencies, and donor countries. 

The recipient countries must be moving towards sound policies and insti-
tutions. The active involvement of civil society can help sustain this sound
management in developing countries. The good news here is that many poor
countries have initiated serious reforms in policies and governance, so that
the climate for effective aid is the best that it has been in decades.

Development agencies must shift away from total disbursements and the
narrow evaluation of the physical implementation of projects to create high
impact assistance. Agencies should be evaluated on the extent to which they
have allocated their resources, both of finance and knowledge, to stimulate
the policy reforms and institutional changes that improve people’s lives. The
good news here is that both bilateral and multilateral agencies are trans-
forming themselves and cooperating together to become more effective. 

Finally, citizens of donor countries must continue to support aid. The
bad news is that just as aid is poised to be its most effective, the volume
of aid is declining and is at its lowest level ever. This report is also aimed
at persuading developed countries to continue to give aid and to take an
active interest in development and development cooperation.

More effective development means improvements in the lives of hun-
dreds of millions of people: more food on the table, healthier babies, more
children in school. These are things worth fighting for—and properly
managed, foreign aid can make a big contribution.

Joseph E. Stiglitz
Senior Vice-President for

Development Economics and
Chief Economist

The World Bank
November 1998
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The Report Team
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