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IMPROVING AID EFFECTIVENESS FOR 
AFRICA’S ECONOMIC GROWTH 

OLUMIDE TAIWO

F
oreign aid is being squeezed as donor coun-

tries and their respective development agen-

cies are cutting budgets in the aftermath 

of the global recession. Accordingly, many African 

countries that depend substantially on this assis-

tance are already revising the amounts of foreign aid 

to include in their respective state budgets. Donor 

support for development projects, which makes up 

a large percentage of foreign aid, is also expected to 

be cut over the next few years. Th is means that Af-

rican countries will face even larger fi nancing gaps, 

which is likely to dampen their economic recoveries 

in 2011 and beyond.

Compounding the problem of cuts in aid funding is 

the fact that existing aid to many African countries 

has not been as eff ective as it should be in promoting 

development in the region. For African countries to 

improve their development prospects and to achieve 

and sustain long-term growth, it is crucial that both 

donors and recipient governments ensure that every 

dollar of development aid is used eff ectively.

THE ROLE OF DONORS

Donors can help Africa’s growth and development 

by adopting procedures for improving aid eff ective-

ness. First and foremost, donors must reduce the 

uncertainties and volatilities surrounding resource 

fl ows to aid recipient countries in Africa and else-

where. Shortfalls in aid disbursements relative to 

pledges create major diffi  culties for recipient coun-

try governments in planning development projects 

and the delivery of vital services. As a consequence, 

recipient country governments end up running to 

domestic banks for fi nancing or being forced to 

make spending cuts that are often imprudent and 

disastrous. Th e shocks that follow may actually de-

feat the original purpose and goal of the aid money 

from the donor country or organization.

Second, donors would be better served if they adopt 

at least the fi rst two principles of the Paris Declara-

tion on Aid Eff ectiveness. Th e fi rst principle of the 

Paris Declaration emphasizes the need to allow re-
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cipient countries to defi ne their own development 

priorities and programs while donors assist in help-

ing recipient countries achieve those priorities. Th is 

is a clear departure from the traditional top-down 

aid approach of the last decade. With many African 

countries now possessing well-educated and well-

trained civil servants, donors can be reassured that 

these civil servants are knowledgeable in the eco-

nomic and political aff airs of their countries and are 

capable in implementing development aid projects 

and programs.

Donors also need to align their aid principles with 

recipients so to ensure that aid does not result in 

market distortions. For example, donors interested 

in supporting the health care system of a country 

need to direct their aid money to the health care 

system of that country rather than create a separate 

and independent system. Creating a separate sys-

tem from the recipient country’s health care system 

could end up poaching critical resources away from 

the country’s own system. 

Th e second principle of the Paris Declaration stress-

es the need to support eff orts to strengthen statisti-

cal and measurement systems of recipient countries. 

Th e lack of well-functioning statistical systems and 

consequently the absence of reliable data remain one 

of the most serious problems facing development ef-

forts in African countries. Many domestic policies 

and programs that sound good in theory turn out to 

be poor in practice because they are not conceived 

based on a clear understanding and assessment of 

the situation on the ground. As a consequence, large 

amounts of aid end up being wasted on poorly con-

ceived programs.

Another issue of aid eff ectiveness that donors must 

address is the various conditionality and strings at-

tached to development aid. Th is type of aid repre-

sents a large proportion of overall donor aid to Af-

rica. While donors often impose strings tied to aid 

in order to ensure that the money is not diverted, 

these funds in many cases end up sitting in bank 

accounts and are not utilized for a large part of the 

duration of the assistance. Rather than keeping 

these funds idle, donors should be more fl exible in 

setting conditions tied to aid. In order to deal with 

the typical principal-agent fear of aid recipients 

not following through with the implementation of 

donor wishes, donors can innovatively involve civil 

society to improve transparency and accountability 

in the aid disbursement and utilization process. For 

example, donors could furnish project support funds 

to strong civil society groups that can act as account-

ability mechanisms by monitoring the implementa-

tion progress of aid recipient governments. 

THE ROLE OF AFRICAN 
GOVERNMENTS

African governments also have a role to play in 

improving aid eff ectiveness by passing and imple-

menting important anti-corruption reforms. Fears 

about corruption and other forms of government 

abuse remain critical sources of concern for donor 

countries and their respective agencies. Many Afri-

can governments have made substantial progress in 

good governance and in the war on corruption, but 

more progress needs to be made.

Donor worries over government corruption in Af-

rican countries have led to the proliferation of non-

governmental organizations. Th ese NGOs are seen 
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as an alternative to aid recipient governments and 

sometimes even compete with governments for aid 

money. As African country governments demon-

strate their seriousness in tackling internal corrup-

tion and collusion issues, they must also ensure that 

aid money is not being wasted on avoidable over-

heads by NGOs. For example, an NGO dealing 

with rural health issues has no business maintain-

ing a presence or offi  ce in a major city. African gov-

ernments must also make eff orts to eradicate ghost 

NGOs from their foreign assistance sectors.

Foreign aid fl ows can have substantial impacts on 

the economic growth and human development of 

Africa in 2011 and beyond. But the impact will only 

be felt when aid is utilized effi  ciently, and recipient 

countries are able to increase their level of internal 

project fi nancing as a result of the assistance. African 

countries have learned an important lesson during 

the recent global recession that aid infl ows are not 

going to be permanent. Th erefore, it is imperative 

that African governments turn these lessons into 

plans of action that minimize their reliance on for-

eign aid in the foreseeable future. It is imperative for 

African governments to begin strengthening their 

internal revenue generation capabilities and pursue 

policies that can help increase their levels of national 

savings. Th is will enable them to gradually increase 

the amounts of down-payment on projects that are 

presently supported by external aid and to gradually 

close the fi nancing gap.


