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The state of  global development
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Where the extremely poor live
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The role of  development aid
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What is development aid?
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Examples of  development aid 
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What is Official Development Assistance (ODA)?

• Provided by official agencies, including state and local 
governments, or by their executive agencies

• Concessional (i.e. grants and soft loans) and administered 
with the promotion of  the economic development and 
welfare of  developing countries as the main objective. 

ODA is not
• Military aid and promotion of  donors’ security interests
• Transactions that have a primarily commercial objectives e.g. 

export credits 
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How large is development aid?
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0.7%
• In 1970 development partners committed to a 0.7% 

ODA/GNI target and has been repeatedly re-endorsed
• In 2005, the 15 countries that were members of  the European Union 

by 2004 agreed to reach the target by 2015
• The 0.7% target served as a reference for 2005 political commitments 

to increase ODA from the EU, the G8 Gleneagles Summit and the UN 
World Summit
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Official Development Aid 
(% of  Gross National Income)
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Sustainable Development Goals (SDGs)
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SDG 17.1: Domestic Resource Mobilization
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Aid vs tax revenue in low income countries (LIC) 
and least developed countries (LDC)

Tagem, A., WIDER Working Paper 2017/180
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Building fiscal capacity 
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The impact of  development assistance
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Myth 1: Development aid harms institutions
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Myth 2: Development aid harms economic growth
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The impact of  development aid

• When foreign aid is evaluated as an investment, it has had a annual 
internal rate of  return of  7.3% since the mid-1970s

• An average annual inflow of  US$25 aid per capita over the period 
of  1970-2007:
• reduced poverty by around 6.5 percentage points 
• raised investment by 1.5 percentage points in GDP 
• augmented average schooling by 0.4 years 
• boosted life expectancy by 1.3 years
• reduced infant mortality by 7 in every 1,000 births

• So aid increases growth and helps promote social development.

Does Aid Make Economic Sense? / Tarp, Finn.: African Business 
Review, 30.09.2013, s. 50-52.



• https://www.ted.com/talks/esther_duflo_social_experiments
_to_fight_poverty?language=en#t-539073

https://www.ted.com/talks/esther_duflo_social_experiments_to_fight_poverty%3Flanguage=en


The path ahead
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Moving forward: keep aid intelligent!

• Strengthen state capacity via greater administrative efficiency 
and transparency 

• Contribute to building effective, accountable state-run service 
delivery as much as possible 

• In high-poverty middle-income countries, well-targeted 
technical assistance intended to support transparency and 
accountability initiatives can yield high returns 

• Building sound invisible infrastructure will require working 
with individuals within the state who have the power and 
incentives to implement reform, and at the same time 
ensuring that poor citizens remain the ultimate principal

Page & Pande 2018
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Social policy is important both because it can contribute to promote income growth, and because it often 
makes the wait for growth less painful.

“Economists (and other experts) seem to have very little useful to say about why some countries grow and others do not... 
Given that economic growth requires manpower and brainpower, it seems plausible, however, that whenever that spark 
occurs, it is more likely to catch fire if  women and men are properly educated, well fed, and healthy, and if  citizens feel 

secure and confident enough to invest in their children, and to let them leave home to get the new jobs in the city. It is also 
probably true that until that happens, something needs to be done to make that wait for the spark more bearable.”

(Banerjee and Duflo, Poor Economics, Page 270)



The impact of  the COVID crisis

Sumner, A., Hoy, C. & Ortiz-Juarez, E. (2020) Estimates of  the impact of  COVID-19 on global poverty. 

WIDER Working Paper 2020/43. Helsinki: UNU-WIDER.
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