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Abstract
With a new and more ambitious set of Sustainable 
Development Goals (SDGs) being negotiated in 2015, 
understanding how financial resources and mechanisms 
can help achieve them and how development can be 
financed more effectively becomes more crucial than 
ever before. However, evidence on the contribution and 
effectiveness of development financing to large-scale 
interventions is scant in some sectors and, where available, 
ambiguous. 

This synthesis paper attempts to partially fill this gap 
by drawing on the large body of evidence and lessons 
from the country case studies of the ‘Development 
Progress’ (DP) project. This project aimed to explain how 
progress has happened in 50 developing countries in the 
past two decades across eight dimensions of well-being. 
Finance features as one of the main factors contributing 
to development progress across these countries, and is 
addressed in detail in 20 of the DP project case studies. 
This working paper therefore predominantly draws on 
evidence from these case studies. 

Assessing a direct causal link between financial 
resources and development outcomes and outputs is 
challenging, especially across the very diverse sectors 

reviewed in the DP project. Nonetheless, we identified 
some common patterns across several case studies. 
•• Progress is often associated with sustained economic 

growth performance and with shifting financial burdens 
for accessing services from households to governments 
and/or to bilateral and multilateral donors. 

•• Improvements in well-being indicators were correlated 
both with policy advice and a rise in external assistance 
from bilateral and multilateral donors in the low-
income and lower-middle-income countries reviewed in 
the project. 

•• In those middle-income countries whose aid volumes 
were small in proportion to the size of their economy, 
technical assistance was usually targeted to areas where 
the government had low capacity and effectiveness, 
making a substantial contribution to improvements in 
well-being.In those middle-income countries whose aid 
volumes were small in proportion to the size of their 
economies, technical assistance was usually targeted 
to areas where the government had low capacity and 
effectiveness, making a substantial contribution to 
improvements in well-being.
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With a new and more ambitious set of Sustainable 
Development Goals (SDGs) being negotiated in 2015, 
understanding how financial resources and mechanisms 
can help achieve them and how development can be 
financed more effectively becomes more crucial than ever 
before. At the same time, with aid budgets under the axe 
and partner countries’ needs growing (ERD, 2014; Kharas 
et al. 2014; Greenhill and Ali, 2013), decision-makers in 
both donor and developing countries are grappling with 
the policy dilemma of maximising results with limited 
financial resources.

 While at a microeconomic level the literature on 
randomised controlled trials has shed light on how 
incentives can be fine-tuned to improve several aspects of 
human development (see for example Banerjee and Duflo, 
2009; Duflo et al., 2007), evidence on whether and how 
financial resources matter for development outcomes is still 
narrow at the macroeconomic level and is often based on 
cross-country quantitative analysis. Evidence on the role 
and effectiveness of development financing and how this 
influences wider gains in development is far from clear-cut 
(for a review, see Naudé, 2010). 

This synthesis paper attempts to partially fill this 
gap between micro-level studies and cross-country 
macroeconomic analyses by synthesising evidence emerging 
from the  Development Progress (DP) project1 – a series of 
50 country case studies exploring the character and drivers 
of their progress on development achieved over the past 
two decades. The analysis in this paper is predominantly 
based on 20 of these case studies2 which addressed 
financing issues. By ‘progress’ we refer to improvements 
in outputs (e.g. higher enrolment rates) and/or outcomes 
(e.g. improved learning skills). Each case study benefited 
from an in-depth analysis of the plausible financial drivers 
of improved development outcomes and outputs and 
provided lessons for other countries trying to achieve 
similar policy objectives (such as expanding enrolment 
rates in post-primary education or improving maternal 
health). Most of the case studies asked whether better 
outputs and outcomes were associated with support from 
bilateral and multilateral donors, either financially or 
through policy advice and capacity development. In other 
words, by explaining how and why progress has happened 
in a large set of developing countries, DP case studies offer 
concrete examples of the role played by financial resources 

(public finance, household expenditure and external 
assistance) and financing mechanisms in fostering human 
development across countries. 

Complementing the large body of sector-level literature 
looking into whether additional resources are associated 
with better outcomes (partially reviewed in Section 2), this 
synthesis paper draws examples from the case studies of 
the DP project that showcase country-level experiences 
and common patterns of how progress has been financed, 
looking into the following four questions:

1.	Who pays for ‘progress’ – between government, 		
households and bilateral and multilateral donors –	
and how has their relative contribution changed 		
over time? 

2.	Were financial measures designed to include 		
vulnerable groups and the poorest? 

3.	What was the role of bilateral and multilateral donors?
4.	 Is progress financially sustainable? 

While there are methodological challenges – often 
impossible to overcome (see Annex 1) – to providing 
robust answers to these questions, this review identified 
a series of common patterns that emerged from the case 
studies of the DP project.

Common elements of financing development across 
case studies 

•• Most of the countries recorded good, if not high and 
sustained, economic growth performance from the mid-
1990s and this was correlated with better outputs and 
outcomes. In all the case studies, progress was associated 
with rising financial resources (from government and/
or bilateral and multilateral donors and/or households) 
to the sector and often better targeting, suggesting that 
financial resources were a necessary condition for the 
improving development outcomes. 

•• Most of the case studies identified three main groups 
financing progress: (1) government, (2) bilateral and 
multilateral donors and (3) households. There was 
no evidence about the role played in large-scale and 
country-level progress by philanthropic organisations 
or by South–South cooperation, both of which have 
expanded their financial assistance in recent years at the 

Executive summary

1	 For further information on case study analyses, reports are available at the website www.developmentprogress.org 

2	 Bangladesh, Benin, Brazil, Cambodia, Chile, China, Ethiopia, Ghana, Indonesia, Kenya, Liberia, Mongolia, Mozambique, Nepal, Rwanda, Sierra Leone, 

Sri Lanka, Timor–Leste, Uganda and Viet Nam.

Financing for development  7  



global level (see Hudson Institute, 2013; Greenhill et al. 
2013; Severino and Ray, 2009). 

•• The role of the private sector did not emerge strongly in 
the case studies except in Cambodia and Sierra Leone. 
The pharmaceutical sector provided in-kind support, 
which was found to be key in reducing morbidity rates. 

Question 1: Who pays for progress? 

•• At the macroeconomic level the DP case studies tell a 
relatively straightforward story of governments and/or 
bilateral and multilateral donors playing an increasingly 
important financing role in development progress over 
the past two decades, taking the burden off households 
or adding very substantially to their contribution. 

•• Abolishing user fees or increasing subsidies reduced cost 
barriers to access for the poor and marginalised (e.g. 
in the case of the abolition of school fees in Uganda 
and Kenya for primary and secondary education, 
respectively), but service quality worsened in most cases 
as service providers struggled to cope with the rapid 
increase in demand. 

Question 2: The role of financial mechanisms in 
extending the benefits of progress to vulnerable 
groups and the poorest 

•• The case studies suggest financing has helped to 
promote equity and inclusiveness in access to services 
and development outcomes, but there are also notable 
stories of financing approaches that have had negligible 
or even negative effects on equity. 

Question 3: The role of donors 

•• In most of the low-income and lower-middle-income 
countries, such as progress was associated with growing 
financial support from bilateral and multilateral 
donors, either in the form of covering recurrent costs or 
financing infrastructure development. 

•• In middle-income countries, such as China (water 
management), Indonesia (quality of education) and 
Viet Nam (sustainable energy), technical assistance 
was strategic and targeted in areas not covered by the 
government or where government capacity was low. 

•• Improved donor alignment through sector budget 
support and other forms of pooled funding helped raise 
the quality of national and local institutions and build 
their capacity for service delivery. 

Question 4: Financial sustainability 

•• The sustainability of progress outputs and outcomes 
depends on the prospects of its main financing 
source and the balance struck between the three 
sources (government, donors, households). Financial 
sustainability might be a challenge: (1) if dependency 
on external financing, notably from bilateral and 
multilateral donors, is high and governments have 
limited capacity to increase their share of costs; (2) 
if public revenues are highly volatile, typically where 
a large share of revenue is accounted for by non-
renewable resource rents, which are affected in turn 
by depletion of reserves and volatility of commodity 
prices; and (3) if progress outputs and outcomes are 
too dependent on government subsidies to consumers 
or state-owned enterprises and/or tax incentives, which 
may be difficult to sustain.
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1.1 Setting the scene
This working paper reviews whether and how financial 
resources and mechanisms are associated with improved 
development outputs and outcomes. It draws from a large 
body of evidence emerging from the Development Progress 
(DP) project (see Box 1), a series of 50 country case 
studies exploring development progress across the world 
over the past two decades. This paper presents evidence 
predominantly from 20 of these case studies: those which 
address financing issues most extensively.

Financing development has not been so in the spotlight 
since the 2002 Financing for Development conference in 
Monterrey, when bilateral and multilateral donors articulated 
their commitments to help mobilise resources to attain the 
eight Millennium Development Goals (MDGs). Commitments 
made in Monterrey were among the main drivers for the 
peaking of aid in the mid-2000s associated with the debt 
relief initiatives (see Bourguignon et al., 2008; Moss, 2010; 
Melamed and Sumner, 2011; Greenhill and Prizzon, 2012). 

A new conference is scheduled for July 2015 in Addis 
Ababa to identify solutions and commitments to support 
the new set of Sustainable Development Goals (SDGs). The 
development finance landscape has changed remarkably 
since 2002, however. A lot of ink has been used on 
describing the rise (or re-emergence) of new development 
financiers, such as non-Development Assistance Committee  
donors, philanthropic organisations and the private sector, 
with new motives (such as climate-related finance) and new 
instruments (see Severino and Ray, 2009 and Greenhill et 
al. 2013 among others). The effectiveness of aid, which 
represents a minor share of total development finance 
to partner countries (ERD, 2014), has also been highly 
scrutinised.

With the more ambitious SDGs (numbering 17 at the 
time of writing) under negotiation in 2015, understanding 
how financial resources and mechanisms can help achieve 
them and how development can be financed more 
effectively becomes more crucial than ever before. With 
aid budgets under the axe, paired with the growing needs 
of partner countries (ERD, 2014; Kharas et al., 2014; 
Greenhill and Ali, 2013), decision-makers – both in partner 
countries and bilateral and multilateral donors – are 
grappling with the policy challenge of maximising results 
with limited financial resources. 

While at a microeconomic level the literature on 
randomised control trials has shed light on how incentives 
can be fine-tuned to improve several aspects of human 
development (Duflo et al., 2007; Banerjee and Duflo, 
2009), evidence on whether and how financial resources 
matter for development outcomes is still scant at the 
macroeconomic level and is often based on cross-country 
quantitative analysis. Evidence to guide policy-makers on 
the role, contribution and effectiveness of development 
financing for large-scale interventions is still far from 
clear-cut.3 Several studies  have found that greater 
financing resources to the education and health sectors are 
associated with improvements in access to these services 
and to related human development outcomes; however, 
the same studies show that financing levels only explained 
some of the variation in education and health indicators 
across countries, and others studies4 have even found 
that financing levels explain little of the progress across 
countries. 

This working paper attempts to partially fill this 
gap between micro-level studies and cross-country 
macroeconomic analyses by synthesising evidence emerging 
from DP case studies completed so far illustrating how 
progress across eight well-being dimensions has been 
achieved (see Box 1). Throughout this paper the term 
‘progress’ will refer to improvements in development 
outputs (e.g. higher enrolment rates) or outcomes (e.g. 
improved learning skills). Annex 2 lists the case studies 
reviewed in the project and describes the dimension of 
progress analysed. Each case study benefited from an 
in-depth analysis of the plausible financial drivers of 
progress, providing lessons for other countries trying 
to achieve similar policy objectives (such as expanding 
enrolment rates in post-primary education or improving 
maternal health). In other words, by explaining how and 
why progress has happened in a large set of developing 
countries, DP case studies offer concrete examples of 
the role played by financial resources (public finance, 
household expenditure and external assistance), 
mechanisms to foster human development, and common 
financing mechanisms in countries in which measurable 
progress took place.

1. Introduction

3	 See Gupta et al. (1999) and (2002), Lopes (2002), Anyanwu and Erhijakpor (2007), Gebregziabher and Niño-Zarazúa (2014). 

4	 See Musgrove (1996), Burnside and Dollar (1998), Filmer and Pritchett (1999) and Al-Samarrai (2003).
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Box 1: What is ‘Development Progress’? 

‘Development Progress’ is a four-year research project that aims to better understand, measure and communicate 
what has worked in development and why. 

The analysis of this review builds on the case studies conducted in two different phases (Figure 1 and Annex 2). 
A first phase was concluded in 2011 and included a set of 24 country case studies and a report card assessing how 
countries have performed against the Millennium Development Goals (ODI, 2011).*

In the second phase the DP project reviewed progress across eight well-being dimensions, as identified by the 
Commission on the Measurement of Economic Performance and Social Progress (Stiglitz et al., 2009): health, 
education, environment, political voice, women’s empowerment, security, material well-being and employment. 

Annex 2 provides a list of the stories of progress. This synthesis report reviews case studies whose research 
phase was completed by September 2014.

In the second phase the case study selection process combined quantitative methods (ranking of absolute 
and relative performers on outcome/output progress indicators; deviation from fit) and qualitative techniques 
(interviews with sector experts, balance between geographical regions). The case study methodology is based on 
literature reviews, phone interviews and, for some case studies, semi-structured interviews during country visits 
and consultation workshops. 

Each case study explains the factors behind progress in one or more well-being dimensions. It does not portray 
country experiences as successes: each case study acknowledges the challenges in expanding and sustaining 
progress results (especially from a financial point of view) and in limiting potentially undesired negative effects on 
other dimensions of well-being.

*    We will review case studies from the first phase of the project as well. While the analysis of the financial drivers was not part of the research 
framework in that phase, several of these case studies have nonetheless reviewed financial resources and mechanisms as one of the drivers 
enabling progress. 

Figure 1: Development Progress case studies phase 1 and phase 2

El Salvador
Costa Rica

Ghana
Benin

Ethiopia

Eritrea

Somaliland

Namibia

South Africa

Rwanda

Malawi

India

Bangladesh

Nepal

Lao PDR

China

Mongolia

Timor-Leste

Sri Lanka

Kenya

Mozambique

Sierra Leone

Tunisia

Morocco

Chile

Ecuador 

Colombia

Mauritius

Indonesia
Thailand

Cambodia
Viet Nam

Uganda

Burkina Faso

Brazil

Bhutan

Liberia

Peru

Development Progress case studies 
Phase 1
Phase 2

Notes: Blue refers to case studies undertaken during the first phase (concluded in 2011); orange denotes case studies of the second phase 

(2012-2015). 



1.2 Research questions and methodology 
Against this backdrop, and complementing the large body 
of sector-level cross-country literature looking into whether 
additional financial resources are associated with better 
development outputs and outcomes (reviewed in Section 
2), this working paper draws examples from the case 
studies and showcases country-level experiences on how 
progress has been financed. It addresses the following four 
questions in particular:

1.	Who pays for ‘progress’ – between government, 
households and development partners – and how has 
their relative contribution changed over time? 

2.	Were financial measures designed to include vulnerable 
groups and the poorest? 

3.	What was the role of bilateral and multilateral donors?
4.	 Is progress financially sustainable? 

Each case study aims to explain the factors contributing 
to large-scale progress at the national level over a certain 
period of time. This approach has the advantage of 
combining multiple perspectives (economic, political and 
sociological, among others) to enrich the analysis. The case 
study analyses were qualitative, based on literature reviews 
and semi-structured interviews, and did not embark upon 
multivariate quantitative analysis. 

This working paper is not a critical literature review 
as it does not assess the strength and plausibility of the 
arguments in each case study. It is also worth stressing 
that the DP objective of portraying positive stories of 
development necessarily biases the selection of case studies 
(which were all best country performers under a certain 
indicator either in absolute or relative terms over the 
past decade). Therefore in this working paper we are not 
reviewing failures. It is worth noting that the contribution 
of financing resources to progress did not pre-empt or 
inform case study selection. 

While the DP case studies illustrated the contribution 
of greater financing resources and changing financing 
mechanisms to improved development indicators, all 
the case study analyses identify an association between 
progress and financing rather than a causal link. Isolating 
the contribution of finance to development progress is a 
methodological challenge (also because of the lack of a 
counterfactual), and so is assessing the direction of the 

causal link, i.e. whether more financial resources triggered 
progress or whether good results attracted more financial 
resources. Moreover, the sectors investigated in the DP 
project and the methodologies applied are too diverse 
to allow robust conclusions to be drawn across the case 
studies. Annex 1 elaborates on some of these issues. 

Despite these caveats, the review of the DP case studies 
provides evidence to inform country-level financing 
strategies for countries aiming to embark on large-scale 
development reforms and for bilateral and multilateral 
donors supporting them. It does so by illustrating the 
impact of certain policy decisions on progress outcomes 
and the context in which these decisions were taken. 
The DP case studies offer several stories illustrating how 
additional financial resources from governments and 
bilateral and multilateral donors, policy advice from donors 
and shifting aid modalities towards greater alignment 
with national systems had a positive, sometimes decisive, 
impact on development indicators. These experiences and 
recommendations do not offer magic-bullet solutions that 
can be extended to all developing countries, but they can 
provide food for thought for policy–makers discussing 
financing strategies to meet the new set of SDGs. 

The paper is structured as follows. Section 2 identifies 
some of the main themes that emerged from the research 
and policy literature exploring the relationship between 
finance and development progress, bringing the case study 
analyses of the DP project into perspective. Section 3 
reviews the evidence from the case studies across four main 
common themes: (1) whether and how progress is associated 
with shifting the burden across financiers (government, 
households and bilateral and multilateral donors); (2) the 
role that finance played in promoting greater inclusiveness 
(widening the experience of development progress across 
groups in society) and equity (the degree to which all 
societal groups benefit equally from the development 
progress achieved); (3) whether and how additional financial 
resources, policy advice and shifting aid modalities towards 
greater alignment with national systems had an impact on 
development indicators; and (4) the challenges to sustaining 
progress achieved from a financing point of view. Section 
4 draws conclusions and lessons emerging from these four 
areas as well as directions for further research and data 
requirements. 
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In this section we attempt to identify some of the 
main themes that emerge from previous studies on the 
relationship between finance and development progress 
in order to situate the findings from the DP country case 
studies within the research and policy literature. This 
analysis focuses attention specifically on the questions of 
whether and to what degree financing is an explanatory 
factor in achieving development progress. It attempts 
to identify findings on these questions across both the 
different sectoral dimensions in the DP project and the 
different sources of finance that have played a role in 
supporting development progress. 

Understanding the contribution of financing in supporting 
development across all of its sources and mechanisms and 
exploring the relevant nuances across the eight sectoral 
dimensions of the DP project is a task that goes well beyond 
the scope of this synthesis report. Nevertheless this review 
will help to inform the synthesis of findings from DP case 
studies presented in the following section. 

A range of studies have explored the macroeconomic 
relationship between public financing and development 
progress at cross-country level, largely with a focus on 
the health and education sectors. Most of these studies 
found that financing5 in the education and health sectors 
is associated with improvements in both access to these 
services and related human development outcomes 
(Gupta et al., 1999 and 2002; Lopes, 2002; Anyanwu and 
Erhijakpor, 2007; Arndt et al., 2011; Gebregziabher and 
Niño-Zarazúa, 2014), but financing explained only some 
of the variation in health and education indicators across 
countries. On the other hand, other studies (Musgrove, 
1996; Filmer and Pritchett, 1999; Al-Samarrai, 2003) 
found that financing resources6 marginally contributed 
to progress in these sectors across countries. These 

findings would therefore suggest that although financing 
is necessary for achieving development progress, it is not 
sufficient on its own, and that a range of other factors 
are important (in some cases of comparable or greater 
importance than financing) in driving development 
progress. This conclusion matches the experience of many 
of the DP case study countries, where finance was only one 
factor among others or resourced other drivers of change. 

As highlighted in the introduction to this paper and 
in Annex 1, assessing the contribution of finance to 
development progress presents significant methodological 
challenges, including the lack of a counterfactual and 
difficulties in isolating the effect of financing from other 
factors influencing development progress. As a result, the 
research is not definitive about this question: the DP project 
contributes to this debate by illustrating selected country-
level experiences.7 The sections that follow largely reflect 
the first three research questions outlined in Section 1.2. 

2.1 Shifting the financial burden
The literature on the abolition of user fees – changing the 
financing mix – has generally found that the introduction 
of user fees reduces the access to services of those 
facing the most significant resource constraints (Palmer 
et al., 2004; Lagarde and Palmer, 2008). Studies have 
largely found that once fees were removed the poor and 
marginalised have been able to access these services much 
more readily (Lagarde and Palmer, 2008; Yates, 2009). 

However, it is important to note that such policies have 
not always been implemented effectively, as there have 
been many cases where complementary policies (including 
targeting investment at all relevant sector inputs) have not 
been consistently pursued (Ridde and Morestin, 2011). 

2. Financing for 
development: main insights 
from the research literature

5	 These studies measured resources expended in relevant sectors both as a share of GDP (Gebregziabher and Niño-Zarazúa, 2014; Gupta et al., 1999, 
2002; Lopes, 2002) and on a per capita basis (Anyanwu and Erhijakpor, 2007; Arndt et al., 2011; Lopes, 2002).

6	 These studies measure resources expended in relevant sectors as a share of GDP, although Al-Samarrai (2003) found the same results using spending per 
person and a proxy measure.

7	 This review focuses on the direct (primary) relationship between levels of different forms of financial expenditure (including aid and public spending) 
and development outcomes. It doesn’t therefore focus on the indirect (secondary) effects, i.e. those emerging through finance’s impacts on variables which 
then influence development outcomes directly. So, for example, this review does not focus on the literature linking levels of different forms of financial 
expenditure to growth, as growth is an intermediate variable that acts as a link between financing and development outcomes.



Ridde and Morestin report that in many recent cases health 
user fees were removed without adequate preparation, 
which left service providers without sufficient financial 
and human resources to cater for greater demand on their 
facilities, ultimately undermining service quality. This effect 
has also been observed in the education sector, where 
fast-expanding enrolment in the context of less rapid 
investment in educational capacity has led to increased 
pupil–teacher ratios and thus undermined educational 
quality (see Kadzamira and Rose, 2003, on Malawi and 
Grogan, 2006, on Uganda). 

2.2 Promoting equity through financing
There are two main ways in which financing modalities 
relate to equity in access to services and to sharing the 
benefits of well-being improvements. 

First, and most significantly, the impact on equitable 
access depends on the degree to which financing policies 
and instruments address the financial constraints facing 
poorer segments of society in accessing services. Most 
important for these groups are financing policies that 
shift the burden of financing away from households and 
towards other actors (usually governments and donors), 
a prime example of which is provided by the policy of 
abolishing user fees (see above). Cash transfers targeted 
at poor households have also been found to be helpful in 
this regard, with a recent systematic review finding that 
such transfers increase the chances of children in recipient 
families being enrolled in school by 23%-41%, with the 
most significant impacts found where these transfers were 
made conditional on children attending school and where 
these conditions were monitored and enforced (Baird et al., 
2013). Other research has found that such transfers have 
their most significant impact where they are complemented 
by financing and policies targeting the supply side (DFID, 
2011). 

The second way that financing can help to increase 
equitable access is by focusing investments on interventions 

that are accessed by the poor to a larger extent. For 
example, investments in primary rather than secondary 
or tertiary health and education facilities (including 
complementary support across the system, not simply 
resourcing of the frontline) are thought to be of greater 
significance for equity due to the fact that primary services 
are commonly more accessible to and more intensively 
utilised by those with lower incomes (Gupta et al., 2002; 
Roberts, 2003; Baldacci et al., 2003; World Bank, 2004).

2.3 Fundamental questions about the impact 
of aid
The parts of the literature most critical of linkages between 
financing and development progress tend to be those that 
relate to aid. Studies have found positive linkages between 
aid and access to services (e.g. Michaelowa, 2004, and 
Dreher et al., 2008, on education), although the quality of 
services provided has been questioned (e.g. Riddell, 2012; 
World Bank, 2011a). Others have found a link between aid 
and energy capacity (e.g. Gualberti et al., 2012) or some 
limited impact of aid in supporting strengthened political 
voice and accountability (McGee and Gaventa, 2011).

It is more difficult to find studies that identify a 
relationship between aid and human development 
indicators. Taylor et al. (2013) and Arndt et al. (2011) 
find a moderate link between aid and maternal and 
reproductive health, although Williamson (2008) and 
Wilson (2011) find no relationship between aid and health 
and mortality levels. 

The weaker evidence for linkages between aid and 
development progress as compared with that between 
public spending and development progress may in large 
part relate to a range of fundamental questions that have 
emerged with regard to aid as a financing instrument. 
These questions centre on its potential to undermine the 
quality of institutions (Brautigam and Knack, 2004), 
inefficiencies in its delivery (Wood et al., 2011) and its 
volatility and lack of predictability (Kharas, 2008).
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3.1 Who pays for development progress? 
This section explores the question of which actors have 
helped to finance development progress across the case 
studies addressed by the DP project and how the mix of 
financing sources has evolved. 

Overall the DP case studies illustrate a relatively 
straightforward story at the macroeconomic level, with 
governments (and in some cases bilateral and multilateral 
donors) having played an increasingly important financing 
role in achieving development progress over the past 
two decades, taking the burden off households or adding 
very substantially to household contributions. However, 
looking across the individual cases studies there is a great 
deal of variety in their stories, especially as they relate 
to sub-sectors (e.g. certain categories of education), the 
experience of different socioeconomic groups, and issues 
related to financial sustainability. These are elaborated in 
the following sections. 

3.1.1 Growth and increased government revenues as 
a backdrop to a growing role for increased public 
spending 
Following a phase in the 1980s and into the 1990s 
characterised by significant episodes of economic 
mismanagement and decline and stagnation, the period since 
the late 1990s has seen some developing countries achieve 
rapid and relatively steady economic growth. This growth, 
together with institutional strengthening, has helped to 
stimulate very significant increases in government revenues. 

Importantly these trends are observable for DP case 
study countries across the period from the early 1990s to 
2010 – the broad progress time frame addressed by most 
of the case studies in this review – but more especially 
during the 2000s, the period when the most rapid progress 
was generally achieved across the DP case studies. 

Figures 2 and 3 (overleaf) illustrate these trends. Figure 
2 illustrates how two-thirds of a sample of the 15 DP case 
study countries reviewed most extensively in this paper 

outpaced global average growth levels during 1990-1999, 
with all of these countries growing significantly faster than 
the global average during 2000-2010, when most episodes 
of improvements in well-being indicators were recorded.

Figure 3 presents an index of revenues (in constant 
2005$) for six of the nine8 countries (from the sample of 
20 DP countries for which this paper quotes evidence on) 
that more than quadrupled their revenue over the period 
1990-2010. A further six countries more than doubled 
their revenue over this period. 

The best-performing countries in terms of growth and 
revenue generation include the following (with the sector 
in which progress was analysed in parentheses):

•• Chile (education quality): The economy grew at an 
annual rate exceeding 7% 1984-1997, then 3.8% across 
1998-2012 and an average of 5.7% during 2010-2012; 
this led to government revenue increasing (in nominal 
terms) from $7.7 bn in 1990 to $16.7 bn in 2003 and 
over $50 bn in 2010 (despite a fall in 2009).

•• China (water management): Recorded annual GDP 
growth of around 10% and revenues increased by more 
than a factor of six (from $147 bn to $917 bn in 2005$) 
over the period 1995-2012. 

•• Ethiopia (education): Achieved an average annual GDP 
growth rate of 7.6% and revenues quadrupled (from 
$0.9 bn to $3.5 bn in 2005$) over the period 1995-
2012.

•• Kenya (post-primary education): The economy grew 
by 6.1% per year 2004-2007, leading to government 
revenues expanding, and rising as a share of GDP from 
21% in 2003 to a peak of 26.9% in 2009 as revenue 
collection improved.

•• Mozambique (maternal health): Economic growth 
averaged 8% during the 2000s; at the same time 
revenue levels also rose as a share of GDP, from 11.5% 
in 2005 to 13.5% in 2008.

3. Financing progress: 
evidence from Development 
Progress studies 

8	 In addition to the six countries illustrated in Figure 3, Cambodia (data only for 1996-2012), Liberia (2000-2012) and Timor-Leste (2000-2012) more 
than quadrupled their revenue levels over the period 1990-2010.



•• Rwanda (education): Average annual GDP growth rate 
reached 8.6% during 1995-2012; revenues increased 
by a factor of almost four (from $0.2 bn to $0.6 bn in 
2005$) over the period 2001-2012.

•• Viet Nam (sustainable energy): The average annual 
GDP growth rate was 6.8% and revenues increased by 
more than a factor of three (from $6.6 bn to $22 bn in 
2005$) over the period 1995-2012. 

In the case studies of Kenya, Mongolia, Mozambique 
and Nepal, specific reference was made to the contribution 
that increased efficiency in revenue collection and 
strengthened public financial management has made to 
overall progress in generating revenues. In Mongolia, 
increased revenue from extractive industries was an 
important factor. 

The improvements in revenue levels achieved by 
governments have helped the state to re-establish its 
resourcing role in supporting progress in most of the 
sectors addressed by the DP case studies, a role which had 
diminished during much of the much 1980s and 1990s. 
In some cases (e.g. Cambodia, Mongolia, Mozambique 
and Nepal), increased levels of sector spending were 
achieved without any notable increase as a share of 
GDP or the government’s budget. However, in most 
cases sector spending as a share of the government 
budget and GDP also increased, helping to support very 
rapid increases in sector spending (albeit possibly at the 
expense of constraining spending growth in other sectors 

of significance for development). The most significant 
examples are presented below:

•• Benin (primary education): Between 1992/3 and 2006/7 
public spending on education increased from 2.8% to 
3.9% of GDP, equivalent to a real-terms doubling of 
this spending.

•• Chile (education quality): Between 1990 and 2002 
public spending on education grew from 2.4% to 4% of 
GDP, helping education spending to more than treble in 
absolute terms from $907 m. to $3.07 bn.

•• Ethiopia (education): In the 1980s public spending on 
education was typically under 3% of GDP and under 
10% of the government’s budget; by 2007 it constituted 
5.5% of GDP and 23.6% of the government’s budget. 
This increase was equivalent to a more than quintupling 
of spending in absolute terms across this period.

•• Ghana (multi-dimensional): Education spending as a 
proportion of GDP has increased from between 2% and 
3% of GDP in the 1980s to 8.2% in 2012.

•• Indonesia (primary and lower secondary education): 
Between 2005 and 2012 public spending on education 
increased by more than 50%; this trend was supported 
by a 2002 government commitment to allocate 20% of 
the budget to education, a level which was reached in 
2009.

•• Kenya (post-primary education): Education has been a 
long-standing government priority and been sustained 
at over 20% of government spending, even during the 
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structural adjustment era. Public spending on education 
increased 31% in real terms between 2003/4 and 
2008/9.

•• Sierra Leone (neglected tropical diseases): Government 
spending on health has increased from approximately 
$11 m. in 2004 to $41 m. in 2012. Its share of the 
government’s budget increased to an average of more 
than 8% during 2009-2012 (compared to just over 5% 
during 2004-2008).

3.1.2 Burden of financing on households eased, espe-
cially for services that were the main focus of increased 
government and donor investment
In at least five of the 20 DP case studies for which 
evidence was available to inform this paper,9 increases in 
government spending were more rapid than increases in 
out-of-pocket expenditure at the time when progress took 
place. This evidence is very much in line with the findings 
identified in part of the literature on the macroeconomic 

impact of additional financing resources to development 
outcomes (illustrated in Section 2). Households’ relative 
contribution to overall sector investments fell in these 
cases, with government taking greater responsibility. The 
evidence supporting these conclusions for these case studies 
is presented below:

•• Cambodia (basic education): Helped by the elimination 
of school fees from 2000 onwards, the share of the cost 
of primary schooling covered by households fell from 
77% in 1997/8 to 56% in 2004.

•• China (agricultural water management): The relative 
level of government investment in agricultural water 
management has increased in the past two decades 
in relation to the level of investment by farmers; this 
trend emerged as the government increasingly took 
responsibility for field-level irrigation, which until 2000 
had been resourced through in-kind labour from farmers 
through the state’s ‘labour accumulation system’.

9	 We suspect that this story may also be relevant to a number of the other DP case studies given how rapid government and donor spending increases were; 
however, it is only for these five countries that the DP case studies present evidence to support such a trend.

Figure 3: Domestic revenue index (first year of data = 100), based on revenue in 2005
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•• Kenya (post-primary education): Shortly after the 
abolition of user fees in primary education in 2003 
it was estimated that 80% of primary education 
spending was contributed by government; government 
investments in secondary education have also increased 
significantly since the abolition of user fees.

•• Nepal (maternal health): Increased government and 
donor investments over the period 1995-2010 led to 
the share of total health expenditure provided out-of-
pocket by households falling from just over 70% to 
approximately 50%.

•• Viet Nam (sustainable energy): Household contributions 
to rural electrification used to be high, reaching 64% of 
its cost in 1996-2000; however, following sustained and 
significant increases in levels of government spending 
(and the introduction of sector regulation), these 
contributions fell to 17% of the total cost in 2006-2010 
and 9% in in 2011-2012.

Not only will these trends have taken some of the 
pressure off households in resourcing these services and 
interventions, they may well have also had implications 
for the social contract between government and citizens 
– an effect which could support broader improvements 
in governance and accountability. At the same time, high 
public subsidies in a particular sector may introduce 
challenges related to the sustainability of financing. 

In at least three case studies donors have been the 
dominant financers of sector interventions for a significant 
period. In two of these cases (security in Liberia and in 
Timor-Leste) donors have begun to take more of a back 
seat and the government has increased its responsibility 
for sector financing. However, in the case of Mozambique 
the dominance of donors in sector financing has increased 
and been sustained over the past decade and has led to the 
government share of total health expenditure falling. These 
cases are illustrated below: 

•• Liberia (security): Donor support to the security sector 
(the army and police) increased rapidly during the first 
half of the 2000s but has been in decline since at least 
2008/9; international peacekeeping assistance has also 
fallen since the mid-2000s, partly due to high cost in 
comparison to local security interventions. In response 
to these trends the government has begun to increase 
its spending on security since the mid-2000s, although 
these have remained fairly stable as a share of total 
government expenditure at 12%-14%.

•• Mozambique (maternal health): Increases in donor 
assistance to the health sector between 2002 and 2011 
led to the donor share of total health expenditure 
increasing from just under 30% to approximately 70% 
(with out-of-pocket household expenditures remaining 
at around 10% and the share from government falling).

•• Timor-Leste (security): The cost of peace-keeping 
and security was initially shouldered by donors after 

independence, with the government increasingly taking 
on this role over the past decade as international 
security assistance has been scaled down; communities 
have played an important financing role through their 
informal security systems throughout.

Although in most of the DP case studies it appears 
that the share of households in sector resourcing was 
reduced by fast-growing spending by governments and 
donors, there are a number of sectors addressed by case 
studies where relative household contributions remained 
stable or even increased. In most of health case studies 
(including Bangladesh, Cambodia, Ghana, Nepal and 
Sierra Leone) the shares of household contributions to 
total sector resourcing were stable over the past 10-20 
years. Only in one case study was there clear evidence 
of the share of household contributions to total sector 
resourcing increasing. This related to tertiary education 
in Mongolia – a sub-sector that is of greater relevance for 
higher-income households – for which government funding 
was reduced in order to support funding increases to 
primary and secondary education. It is likely, though, that 
such nuances in terms of financing at the sub-sector level 
(i.e. specific categories of services or interventions within 
a sector) are relevant to other DP case studies, given that 
where governments or donors prioritise spending on a 
specific set of interventions some other interventions will 
be de-prioritised, leading to households taking on more of 
the burden of resourcing. However, additional evidence to 
support this conclusion was not available from the other 
DP case studies. 

While other financiers, such as philanthropic 
organisations and South–South cooperation, have 
expanded their financial assistance in recent years at the 
global level (see Hudson Institute, 2013; Greenhill et al., 
2013; Severino and Ray; 2009), none of the case studies 
discussed their role and contribution to progress outputs 
and outcomes. This finding may be due to: their small 
volume compared with public finance and contributions 
from bilateral and multilateral donors; their focus on 
project-level or micro-level activities rather than large-scale 
projects (the DP case studies reviewed progress outcomes 
and outputs at the country level); and their financial 
assistance being scaled up only towards the end of the 
2000s (so later than most of the DP analyses, which try to 
explain improved development outcomes over the period 
1990-2010). 

3.2 Promoting inclusiveness and equity 
through financing
This section explores the role that finance has played in 
promoting greater inclusiveness (widening the experience 
of development progress across groups in society) and 
equity (the degree to which all societal groups benefit 
equally from the development progress achieved). In terms 
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10	 These conclusions are presented very tentatively given that the DP case studies were not able to empirically test the impacts of the various financing 
approaches on the inclusiveness and equity of the development progress achieved.

of the societal groups, the most important analytical lenses 
relate to socioeconomic status (especially understanding 
the experience of lower-income groups), gender (especially 
understanding the experience of women), ethnic identity 
(especially understanding the experience of marginalised 
groups, such as lower castes and minorities) and 
geographical location (especially understanding the 
experience of people living in rural and more remote 
regions, where poor and marginalised communities are 
more commonly found). 

The first sub-section below includes an analysis of the 
various financing policies and instruments that have been 
used to pursue inclusiveness and equity, a range of which 
have commonly been applied simultaneously in the DP 
case study sectors. 

The second sub-section includes some insights on 
the contributions of each of these financing policies and 
instruments for inclusive progress and the factors that 
explain their effects.10 Overall the DP case studies seem 
to show notable achievements in recent decades, with 
financing policies focused on increasing the accessibility 
of services and reducing the costs to service users. In the 
health and education sectors the DP case studies illustrate 
how the dominant focus of governments (and donors in 
some cases) in scaling up support to service delivery has 
been important as these services are more relevant and 
accessible to lower-income segments of society, who are 
more likely to be excluded from such services because of 
their cost and other constraints. 

The third sub-section looks at the significant challenges 
and limitations in using financing policies and instruments 
in pursuit of the goal of equity. On this point it seems that 
it is not the origin (e.g. aid versus public expenditure) of 
the financing mechanisms utilised that determines their 
outcomes, but the specifics of the way they are designed 
and implemented and whether they are able to reach out to 
poor and marginalised households. 

The final sub-section illustrates the trade-offs between 
the goals of inclusiveness and equity and those of the 
sustainability and quality of service delivery and outcomes. 
These trade-offs have been dealt with differently in each 
country, with different consequences for the type of 
financing approaches used and their impact in promoting 
inclusiveness and equity. 

3.2.1 Promoting inclusiveness and equity through 
bringing services to communities
As highlighted in the literature review in Section 2, one 
of the main ways in which financing can contribute 
to promoting inclusiveness and equity in development 
progress is by supporting investments that bring services 
closer to communities (i.e. supply-side responses), 
particularly where the focus is on poorer, more 

marginalised and isolated communities. In such cases, 
financing plays a role in supporting the investments in 
physical, human and technical capacity required to reach 
these communities. 

The DP case studies in the health and education sectors 
provide very vivid illustrations of how financing has 
been used in an attempt to support a strategic focus on 
inclusiveness and equity in service delivery:

•• Bangladesh (health): Financial support from 
international NGOs and aid agencies was critical 
in developing and taking forward a range of health 
interventions that responded to the health needs of the 
poor and marginalised (including oral rehydration, 
immunisation and family planning services), with 
a strong emphasis on ensuring these services were 
provided to reach households through door-to-door 
delivery involving village health volunteers. The 
provision of such services coincided with improvements 
in life expectancy and child mortality, which were felt 
across all income, gender and rural/urban groups (with 
gender inequality in relation to these outcomes falling 
and income and rural/urban inequalities remaining 
relatively unchanged).

•• Benin (primary education): Government and 
coordinated donor finance has been an important 
input in affirmative action programmes targeting areas 
where gross enrolment rates for girls were particularly 
low, including supporting investments in school 
infrastructure. These investments have coincided with 
increased access (Benin reached nearly universal access 
to primary education) and reductions in educational 
inequality across gender groups.

•• Cambodia (basic education): Financing played an 
important role in supporting school construction, 
especially in remote and rural areas. Financing was also 
used to provide subsidies for the training of teachers 
from rural areas, which was vital to ensuring that rural 
schools had adequate human resources.

•• Chile (education quality): A number of education 
programmes have targeted resources for funding school 
running costs towards the lowest-performing schools, 
rural schools and lower-income students, although 
the most ambitious of these only began in 2008 and 
inequities in education have remained high (which may 
be down to other financing policies undermining the 
promotion of equity in education – see Section 3.2.3).

•• Ethiopia (education): Increased government financing 
played an important part in constructing an additional 
6,000 schools between 1996/7 and 2008/9, 85% of 
which were in rural areas. These interventions are 
likely to have been important for significant reductions 
in gender inequality in school access as distance to 



schooling is one of the most significant barriers to girls’ 
participation in education. The expansion in school 
infrastructure also coincided with reductions in gaps in 
access for some disadvantaged regions.

•• Mozambique (maternal health): Increased government 
financing has been vital to efforts to expand health 
facility construction, which has been most rapid in 
the areas with the fewest health facilities (largely the 
areas most affected by the civil war), helping to reduce 
inequities in access to health facilities across regions. 
Significant resourcing has also been required to train 
and employ non-physician staff, who have been vital to 
expanding services in rural areas.

•• Nepal (maternal health): The government has attempted 
to focus health-care provision on under-served parts of 
the population – with an emphasis on rural and remote 
areas – including through investments to expand the 
number of primary health-care facilities (from 351 in 
1991 to 1,204 in 2011) and to support the enrolment 
and oversight of almost 50,000 community health 
volunteers tasked with widening outreach to these 
communities.

•• Rwanda (health): Government and donors have 
emphasised the provision of resources to scale up the 
role of community health workers in order to improve 
outreach to communities across the country. This 
expansion in community health services was associated 
with reductions in the gaps in many health indicators 
across income, gender and rural/urban groups.

•• Viet Nam (sustainable energy): The government has 
used lower electricity tariffs for rural areas (i.e. a cross 
subsidy supported by higher tariffs in urban areas) as 
well as significant investment in physical electricity 
infrastructure to successfully promote wider and more 
equitable access to electricity.

3.2.2 Promoting inclusiveness and equity through 
addressing cost barriers in accessing services
As highlighted in the literature review in Section 2, 
the costs (e.g. user fees and informal payments, and 
accompanying costs for medicines, school books and 
travel) and opportunity costs involved in accessing 
services in sectors such as health and education have been 
a significant barrier to lower-income groups accessing 
these services, so reducing such costs can be important in 
promoting inclusiveness and equity. The DP case studies 
on these sectors illustrate the significant impacts that 
widespread efforts to reduce such costs (that is, to address 
demand-side factors through financial interventions) have 
had in promoting more inclusive and equitable outcomes 
in access to services and related development objectives. 
These interventions include two main categories. The first 
comprises those that helped to broaden access across all 
groups but inevitably had a greater impact on the poor 
and marginalised groups most affected by cost barriers. 

These cases include the removal of user fees in education 
in Cambodia, Ethiopia, Indonesia and Kenya. The second 
comprises interventions specifically targeting poor and 
marginalised groups. These latter cases are presented in 
more detail below:

•• Benin (primary education): User fees were removed 
first for girls in rural areas from 1993, then for all 
rural children, and then nationally in 2006. This policy 
has coincided with rapid increases in primary school 
enrolment and gender equity and nearly universal 
primary education; socioeconomic and regional equity 
has also improved as primary school fees have been 
progressively removed.

•• Cambodia (basic education): Scholarship programmes 
for poor families introduced initially by NGOs were 
integrated into the government’s programme from 2005 
onwards.

•• Ghana (health/multi-dimensional): The Ghanaian 
government introduced the National Health Insurance 
Scheme in 2003, which has part-subsidised health 
care, especially for vulnerable groups, who have been 
exempted from paying subscription charges. The 
government and NGOs have also scaled up health 
infrastructure in rural areas, helping to reduce spatial 
inequality in health service provision.

•• Indonesia (education): Two main instruments have 
been used to address cost barriers to education faced by 
students from lower-income households in Indonesia. The 
first is the Scholarships for the Poor programme, which 
was introduced in 2007 and reached 6 million students in 
2013. An early variant of it has been proven to provide 
effective support to poor rural families. The second are 
conditional cash transfers targeted at extremely poor 
households, which currently reach 5 million people.

•• Kenya (post-primary education): Bursaries for schooling 
were introduced in the mid-1990s and have reportedly 
helped to reduce the financial burden of secondary 
schooling for lower-income students, although concerns 
have been raised about whether they are targeting some 
of the poorest and most vulnerable students effectively. 

•• Mongolia (post-primary education): The narrowing 
of rural–urban gaps in education enrolment rates has 
coincided with policies to reduce the costs of education, 
such as abolishing fees for dormitories (especially 
important for rural children, given distances from 
schools) and introducing bursaries and subsidies for 
low-income families.

•• Rwanda (health): In Rwanda the government introduced 
a health insurance scheme (Mutuelle de Santé) across the 
country in 2004-2006, with half the fee paid for by the 
government and half by households. The government and 
donors pay the fees for those who cannot pay.

•• Viet Nam (sustainable energy): Since 1998 a series of 
tariff structures have ensured that rural and lower-
income households are offered lower prices, with 
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tariffs applied to higher-income and urban households 
helping to fund these subsidised prices. These policies 
have coincided with a rapid increase in the share of 
population with access to electricity, which reached 
97% in 2010. 

3.2.3 Limits to the impact of financing on equity 
Although the DP case studies point towards financing 
having helped to promote equity (and inclusiveness) 
in access to services and development outcomes, there 
are notable stories of financing approaches which have 
had negligible or even negative effects on equity (even 
while supporting scaled-up access). These circumstances 
have emerged where financing mechanisms have failed 
to recognise and address the extent of factors driving 
inequality in access. For example, in Indonesia, Kenya and 
Mongolia, schools have been provided with standard levels 
of funding per student enrolled (a capitation grant), an 
approach which has helped to expand enrolment rates by 
giving schools an incentive to take more children. However, 
this financing mechanism fails to recognise that in some 
areas – especially more rural or remote ones – enrolment 
requires higher levels of financing and schools are more 
expensive to run because the population is more dispersed 
or infrastructure is less developed, making incentives 
less effective. Another example is provided by Chile, 
where vouchers that can be used to purchase public or 
private schooling are thought by some to have entrenched 
inequality in the quality of education as private schools 
have ‘skimmed off’ the higher performing students, leaving 
the less gifted and lower-income students to be catered for 
by municipal schools.

3.2.4 Trade-offs faced in the pursuit of inclusiveness and 
equity
The DP case studies also illustrate that the goals of 
inclusiveness and equity often conflict with other goals 
that governments and donors may want to pursue. As a 
result these actors need to take difficult decisions about 
how to balance these goals in determining their financing 
policies, which has consequences for the degree to which 
inclusiveness and equity are promoted.

As noted in the literature review in Section 2, one of 
the goals that has often come into conflict with promoting 
inclusiveness and equity of access is service quality. In 
most of the DP health and education case studies there 
are indications that expanded access to services has put a 
strain on existing systems of delivery (e.g. staffing, facilities 
and other physical resources) that have often not received 
investment at the same pace as access has been promoted. 
This has led to significant challenges in improving service 
quality, as highlighted below:

•• Benin (primary education): Following rapid expansions 
in primary school access, efforts have been made to 
control pressures on pupil–teacher ratios by hiring 
poorly qualified community teachers, which is likely to 
have undermined efforts to promote quality education.

•• Cambodia (education): Efforts to achieve greater access 
to primary schooling led to an increase in pupil–teacher 
ratios, although these have declined in recent years; 
however, the increased emphasis on promoting access 
to secondary education has led to rising pupil–teacher 
ratios at this level too, which may be undermining 
quality.

•• Ethiopia (education): The pressure on the education 
system from a rapid expansion in access has limited 
progress in improving education quality, which is 
identified as ‘the most significant challenge for the 
Ethiopian education system’.

•• Kenya (education): Free primary education and free 
day school education were to a large extent unplanned 
reforms, which led to a sudden increase in enrolment 
numbers and may have diverted attention away from 
issues of quality.

Another goal that is not always consistent with 
inclusiveness and equity of access is sustainable financing. 
Concerns have emerged in many of the case studies where 
aid has been an important financing source, or where 
premature or unfunded promises of free access to services 
have been made. Section 3.4 deals with challenges relating 
to the sustainability of financing approaches used across 
the DP case studies.

3.3 The role of donors in supporting 
development 
More than a decade after the Financing for Development 
conference in Monterrey, the evidence illustrated in Section 
3.2 about whether and how development assistance has 
improved human development outputs and outcomes in 
recipient countries is mixed. 

A couple of caveats. First, countries analysed in the 
DP project found themselves at very different stages of 
development. Some of them, such as Brazil, Chile and 
Tunisia, are upper-middle-income countries or have even 
moved up to high-income OECD status, and their policies 
are essentially financed by domestic resources (either 
government or household funding). In these countries, 
financial contributions or technical assistance from donors 
is quite limited (e.g. education quality in Chile)11 or absent 
altogether (e.g. sustainable energy in Brazil).12 

Second, countries may have been recipients of aid flows, 
but in sectors or sub-sectors other than the one in which 

11	 MECE Básica, an improvement programme to ensure a minimum standard for learning materials, targeted basic components such as textbooks and 
classroom libraries. It was launched in 1992 with financial and – more importantly – technical assistance from the World Bank. 

12	 In this latter case it is argued that bilateral donors may have had some importance in the initial post-war development of Brazil’s energy infrastructure, 
but they were negligible over the 1990-2010 period when sector progress took place.



progress took place, as illustrated by the case studies 
on agriculture in Ghana and post-primary education 
in Kenya. The expansion of the agriculture sector in 
Ghana largely took place with domestic resources. The 
Kenya Education Sector Support Programme received a 
marginal contribution from donors (5% of the total) and 
a very limited number of donor-funded programmes were 
dedicated to secondary and tertiary education. 

3.3.1 More financial resources supporting progress 
In most of the low-income and lower-middle-income 
countries investigated for the DP project, progress in a 
sector was associated with growing financial support from 
development partners to that sector, either in the form 
of covering recurrent costs or financing infrastructure 
development.13 This finding is more positive than much 
of the cross-country literature on the impact of aid flows 
on development progress (Section 2.3). The small sample 
at our disposal and the methodological constraints of 
the case study analyses are such that we cannot assess 
whether financial assistance from donors was a necessary 
or decisive enabling factor in progress; assistance may 
have simply followed sectors scoring better results as a 
risk mitigation strategy to encourage value for money 
and greater effectiveness. However, there are several 
examples across sectors (education, health, environment 
and security) that show that financial assistance from 
donors rose over the period during which improvements in 
outputs and outcomes were recorded: 

•• Benin (primary education): Aid to the education sector 
steadily increased, more than doubling from an annual 
average of $49 million per year in 1999 and 2000 to 
$83 million per year in 2006 and 2007. 

•• Cambodia (education): The rise in enrolment rates in 
both primary and secondary schools was associated 
with a fivefold increase in aid to education from 1992 
to 2011 – particularly following the development of the 
education Sector Wide Approach (SWAp). 

•• Mongolia (post-primary education): Development 
assistance helped to partially fill the gap left by the 
Soviet Union. Not only did official development 
assistance (ODA) flows grow, but the share allocated to 
the education sector expanded from 9% of total ODA 
in 2001 to 26% in 2004. Furthermore, assistance from 
DAC and multilateral donors – especially the Asian 
Development Bank (ADB) – has concentrated on post-
secondary education, on higher education in particular, 
and on infrastructure development and maintenance 
(World Bank, 2009). 

•• Nepal (maternal health): Since the start of the pooled 
fund – a joint financing arrangement – there has been an 
enormous increase in donor-funded expenditure on safer 
motherhood and family planning, coinciding with a 
substantial increase in outputs and improved outcomes. 
Aid funded 40% of the health budget, even though the 
government’s share has been rising. 

•• Sierra Leone (health and neglected tropical diseases): 
Donors provided at least 80% of the financing for 
neglected tropical disease (NTD) control.14 These 
resources were relatively modest (in comparison with 
other sectors) but strategically focused on low-cost 
measures to address NTDs. 

Donors’ financial contributions to peacekeeping 
operations and security were found to be critical for two 
post-conflict countries, Timor-Leste and Liberia, albeit with 
different mechanisms and challenges (see also Section 3.4). 

•• Liberia: Donor financing and technical support to the 
security sector have focused on the police and army 
as the two core state security actors. They have been 
led in large part by the United Nations and the United 
States (Luckham and Kirk, 2012), and in particular 
the United Nations Mission in Liberia (UNMIL). From 
2004 to 2007, it is estimated that more than $1.2 
billion in donor financing was poured into Liberia to 
support the implementation of the interim Poverty 
Reduction Strategy (IDPS, 2010: 7) (GDP over that time 
corresponded to $2.3 billion). 

•• Timor-Leste: The international community disbursed 
$3.2 billion from 1999 to 2012 (GDP between 2000 
and 2012 corresponded to $8.5 billion)15 to the 
Timorese government for peacekeeping operations 
and for interventions in the security sector, more than 
Afghanistan and other fragile states, at least on a per 
capita basis. 

3.3.2 Shifting aid modalities towards a more harmonised 
approach 
In the DP case studies better outcomes have often been 
associated with donors strengthening and attributing a 
more central role to national and local systems for policy 
development and service delivery and reducing sector 
fragmentation and duplication. 

•• Cambodia (health): Case study authors found that 
reduced morbidity for NTDs was achieved thanks in part 
to the ADB’s Communicable Diseases Control Project 

13	  Exceptions are Indonesia, Ghana and Kenya, for the latter see explanation in the previous paragraph. 

14	 Although if the full market value of drug donations is taken into account pharmaceutical companies made the most significant contributions. 

15	 Based on World Development Indicators data.
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16	 From an estimated 39% in 1990 to 64% in 2008.

17	 The analysis of the impact of policy conditionality goes beyond the scope of the case study reports.

and the World Bank’s Second Health Sector Support 
Program pooled funds. The funds received have been 
small but vital in sustaining core programme activities. 

•• Mongolia (post-primary education): The Education 
Donors Consultative Mechanism and the SWAp were 
found to have improved donor coordination, with the 
Ministry taking ‘a more active role in coordinating grants 
and loans provided by donors’ (World Bank, 2009: xiii). 

•• Mozambique (maternal health): The shift towards 
sector budget support was found to have enabled the 
harmonisation of aid, resulting in a more rigorous 
policy-making process and an annual planning, 
budgeting and monitoring system, allowing for 
improved coordination by the Ministry of Health. 

•• Nepal (maternal health): The development of the 
SWAp in 2004 was a milestone in allowing donors and 
government to better align and harmonise their budgets 
and programmes (RTI International, 2010). 

•• Uganda (water management): Between 1990 and 2008 
the government managed to increase water coverage 
by 50%.16 During that period, sector aid moved from 
100% conventional project aid in 1998 to more than 
40% sector budget support or basket funding by 2008. 
This shift meant donor agencies better aligned their 
operations with national government priorities, which 
was one of the factors leading to a large increase in the 
share of the population with improved water sources. 

3.3.3 Beyond finance: the role of technical assistance 
and policy advice for development progress 
Donors’ impact on development progress was not 
restricted to financial resources17. In nearly all the DP case 
studies analysed, technical assistance and policy advice 
were found to be critical, either alone or combined with 
financial resources, in improving the effectiveness of 
government spending. 

In middle-income countries whose share of external 
assistance is small or non-existent compared with the size 
of their economies, technical assistance was strategic and 
targeted in areas not covered by the government or where 
it did not have the capacity to do so. 

•• China (water management): Financial support from 
donors to agricultural water management was small 
compared with national investment. However, these 
programmes were found to be strategic, piloting 
new approaches or investing in areas in which the 
government would not.18

•• Indonesia (education quality): Donors’ contributions 
to primary education, although increasing in recent 
years, represented a small fraction of total spending on 
education. But donors including the World Bank and the 
former AusAID have provided substantial support and 
technical assistance, including training to help clarify 
programme goals and encourage the effective use of 
funds (for example, pilot projects designed to adjust 
the allocation formulas to better address inequities in 
financing between schools, and to create performance-
based incentives by rewarding schools that demonstrate 
better learning outcomes). 

•• Viet Nam (sustainable energy): Donors, particularly 
the World Bank, contributed to the design of rural 
electrification programmes and capacity-building for 
local distribution facilities. The case study authors 
argued that technical assistance may have made a more 
significant contribution to rural electrification than 
investment support. This form of support contributed 
to institutional development, policy formulation 
and planning for the sector in general and to rural 
electrification specifically. 

In several low- and lower-middle-income countries, 
rising resources from donors were accompanied by 
technical assistance packages and policy advice. While 
it is quite difficult to isolate the effect of financial 
assistance from the contribution of technical assistance to 
development progress (as they often belong to the same 
package), there are several examples from the case studies 
where the combination of technical assistance was decisive 
in a sector’s reform. 

•• Mongolia (post-primary education): ADB worked 
closely with the government and other bilateral and 
multilateral donors to address challenges in education 
sector reforms. It launched a sector review that helped 
frame Mongolia’s 1993 Education Master Plan, a 
detailed strategy for education reform. Its main objective 
was to increase the internal and external efficiency of 
the education system. 

•• Nepal (maternal health): Donors extensively funded 
capacity-building and technical assistance efforts in the 
area of maternal health, most notably by embedding a 
DFID-funded Options team within the Ministry of Health. 

•• Mozambique (maternal health): Donors have had 
significant influence over health policy since the end 
of the civil war, with the focus on maternal and child 
health reflecting donor priorities.

18 For example, the World Bank has had a major role in rehabilitating degraded watersheds in northern China through technical 
assistance and loan projects  (World Bank, 2010 and 2011b; World Bank Institute, 2010; Xie et al., 2009).



•• Sierra Leone (health): Results in reducing morbidity 
of NTDs would have been impossible without a range 
of partners which have provided funding and, more 
importantly, technical assistance. Technical assistance has 
been particularly critical to efforts to develop and pilot new 
community models for programme delivery, as well as the 
adoption of best practice approaches to preventing NTDs.

•• Liberia (security): The international community helped 
restructure and develop the capacity of the police and 
security apparatus in Liberia, largely but not exclusively 
through the UN Police. 

In the case studies reviewed for the DP project, 
policy advice and technical assistance from bilateral and 
multilateral donors have also been subject to criticism. 
In the Timor-Leste case study the authors stressed how 
many of the international community’s contributions have 
been criticised, both by many Timorese and a range of 
practitioners and academics. 

Finally, the case of Cambodia (health) illustrates an 
example of successful collaboration with the private 
sector. In 2004 the country was the first to reach the World 
Health Organization’s target of deworming at least 75% 
of school-aged children for intestinal worms. Drugs from 
pharmaceutical donation programmes have been key in 
enabling Cambodia to provide NTD treatment free of charge 
and to reduce prevalence levels. External sources have also 
funded interventions needed for the distribution of the drugs.

3.4 Financial sustainability: Implications for 
maintaining and scaling up progress 
The DP case studies illustrated improvements in well-being 
and how these were achieved. Case studies portray stories 
of progress rather than success: ongoing challenges around 
equitable access, scale and financial sustainability have 
emerged across nearly all case studies, especially where 
donors’ contributions have been associated with improved 
outputs and outcomes and where they are planning 
to reduce their support to the sector, as the following 
examples illustrate: 

•• Liberia (security): Donors were the largest contributors 
to the formal security sector and have made major 
investments in rebuilding security infrastructure since 
the end of the civil war, but they are progressively 
pulling out of the sector. While the public security 
sector budgets increased steadily between 2006 and 
2012, there is still a financing gap to be filled, which 
may persist given current budget constraints. Lack of 
government funds will affect priority issues, such as 
having a larger and more mobile police force. 

•• Mozambique (maternal health): With aid currently 
funding around 70% of total health expenditure, service 
delivery is highly vulnerable to aid budget cuts. This is 
particularly relevant as some donors have pulled out 

and others are reassessing their levels of commitment 
following cuts to aid budgets. There are serious concerns 
as to whether the Mozambican government will be in 
a fiscal position to compensate for these cuts. Views on 
the impact of declining shares of foreign assistance were 
mixed among donors. One representative felt this issue 
was perhaps not as dramatic as is frequently claimed: ‘In 
the short term there is a donor commitment, and for the 
medium term incomes will increase and an increasing 
share can be focused on the most marginalised’. 

•• Nepal (maternal health): A number of interventions are 
reliant on donor funding, for example cash incentives 
provided to delivering mothers. The health sector as 
a whole is 40% funded by donors. In recent years the 
Nepalese government has been gradually increasing 
its share of funding to the health sector to address this 
challenge.

In Section 3.1 we showed how progress outcomes and 
outputs have often been achieved with additional public 
spending. They often reflect government interventions in 
subsiding consumers or state-owned enterprises (SOEs) 
or providing tax incentives, which may not be financially 
sustainable in the medium term: 

•• Brazil (sustainable energy): The case study analysis 
found that future expansion of ethanol production 
is currently ‘on hold’ while investors wait to see 
what direction government policy will take. Several 
interviewees for the case study saw significant risks 
to longer-term sustainability in the government’s use 
of state-controlled institutions, such as BNDES and 
Petrobras, as instruments to implement policy directly, 
rather than as arm’s-length entities with operational 
independence but that act in accordance with a broad 
government-defined mandate. 

•• Indonesia (education quality): A certification 
programme involving major salary upgrades (with 
more limited investment in school infrastructure) has 
been implemented. By 2012, slightly over a third of all 
teachers had obtained certification. Plans to recruit and 
certify more teachers will put increasing pressure on 
education budgets. The programme represented 9% of 
the total education budget and this figure will continue 
to increase if all 3 million teachers are certified by 2015 
as planned (World Bank, 2012). 

•• Sri Lanka (employment): Higher employment rates, in 
particular in the apparel sector, were associated with 
tax incentives, concessional financing, export credit 
insurance and other instruments which were widely used 
to promote foreign investment into Special Economic 
Zones, thus foregoing potential government revenue 
and accumulating large public debts. At the same time, 
the government has tried to retain public investment 
in large-scale infrastructure programmes as well as 
maintaining Sri Lanka’s long history of social protection 
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and welfare policies. While these had positive effects, 
fiscal incentives for investment have led to restricted 
fiscal capacity, limiting the potential of social protection 
investments, especially in reaching the most vulnerable.

•• Viet Nam (sustainable energy): Energy consumption 
is subsidised (domestic coal prices have been kept 
well below world market prices and electricity tariffs 
have been lower than in other countries) and financial 
losses for energy-sector SOEs have to be covered by the 
government to ensure these SOEs can continue to operate.

The financial sustainability of the progress outputs and 
outcomes achieved can be affected by dependence on non-
renewable resource rents for public revenues, both in terms of 
the outlook for reserves and the volatility of commodity prices. 

•• Mongolia (post-primary): The mining sector is expected 
to account for half of GDP by 2016 and is a major 
contributor to fiscal revenues, making the country 
vulnerable to commodity-price shocks. Such shocks 
could, in turn, have knock-on effects on tax revenues and, 
indirectly, on financing for public education at all levels.

•• Timor-Leste (security): The Timorese government has 
managed to fill the gap in donor assistance thanks to the 
revenues from oil (transfers from the Petroleum Fund). 
However, reserves in undisputed waters are projected 
to run out by 2024 and there are major concerns that 
oil and gas revenues are not being invested in ways that 
will sustain growth over time and benefit the population 
at large. The oil and gas economy accounts for virtually 

no onshore employment. Its economic impact is entirely 
through government spending (IMF, 2013). 

Finally, additional financial resources will have to be 
mobilised to reach vulnerable groups (either the poorest or 
those in remote areas) and modify incentives (see Section 3.2). 

•• Kenya (post-primary education): Additional financial 
resources and different sets of financial incentives would 
be required for reaching marginalised groups – notably 
the nomadic population in the north-east and rural areas. 

•• Mongolia (post-primary education): Despite strong 
progress on equity in a number of areas, certain 
marginalised groups lag behind in access to post-primary 
education. These include children from ethnic minorities, 
those with disabilities, migrant children and those who 
are ‘undocumented’. Capitation formulas can incentivise 
schools to reach full capacity and decrease drop-out 
rates, but the allocation formula should be designed to 
increase equity, an issue which is also applicable to the 
case of post-primary education in Kenya. 

•• Viet Nam (sustainable energy): To achieve full coverage 
of energy provision, around 500,000 new household 
connections will have to be created over ten years. The 
challenge is to reach the remotest and poorest households 
in the country: the investment costs per connection 
will be far higher than before and, even with a national 
lifeline tariff, the affordability of electricity could still be 
a problem for the households on the lowest incomes.

Zambia, Kitwe, Copperbelt Province © Sven Torfinn.
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Reviewing the DP case studies and analysing the factors 
contributing to improvement in human development 
outputs and outcomes generated some helpful insights to 
improve the understanding of the role played by financial 
resources and mechanisms for development progress. 

There are a series of methodological limits that 
restrict how much the roles of financial resources and 
the mechanisms supporting progress outcomes can 
be disentangled, and there are challenges in drawing 
conclusions from a small set of case studies in each sector. 
However, a few patterns emerge from the review of the case 
studies which either complement cross-country analyses 
(see Section 2) or challenge them: 

1.	Most of the countries reviewed for this project have 
recorded good, if not high and sustained, economic 
growth performance since the mid-1990s. Together 
with institutional strengthening, growth has helped to 
stimulate government revenues and, in turn, government 

spending, which had diminished during much of the 
1980s and 1990s.

2.	The case study analyses do not provide robust or 
unambiguous evidence to demonstrate that higher 
resources to the sector in question were sufficient to 
achieve progress outcomes, especially because of the 
methodological challenges in assessing the contribution 
of other factors, such as institutional reforms and a 
different set of incentives. However, in all the case 
studies reviewed, better development outputs and/or 
outcomes were associated with rising resources to the 
sector (government and/or bilateral and multilateral 
donors and/or households), and often better targeting,19 
suggesting that financial resources were necessary to 
improve development outcomes. 

3.	At the macroeconomic level the case studies tell a 
relatively straightforward story of governments playing 
an increasingly important financing role (alongside 
bilateral and multilateral donors in some cases) in 
achieving development progress over the past two 

4. Conclusions

19	 In some cases, such as Sierra Leone, there was a combination of expanding resources – albeit from a small base – and better targeting.

Photo: Kate Holt/Africa Practice.
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decades, taking the burden off, or at least adding very 
substantially to, household contributions. 

4.	Abolishing user fees or increasing subsidies reduced 
cost barriers for the poor and marginalised, increasing 
access, but service quality worsened in most cases 
as service providers struggled to cope with the rapid 
increase in demand. 

5.	The case studies largely seem to point towards financing 
having helped to promote equity (and inclusiveness) 
in access to services and development outcomes, but 
there are also notable stories of financing approaches 
that have had negligible or even negative effects on 
efforts to promote equity (even while continuing to 
support a scale-up in access). Any financing policy will 
have distributional impacts, and therefore pursuing 
a consistent approach to using finance to promote 
inclusiveness and equity in development progress 
requires careful design of financing policies to pursue 
this goal. At the same time additional financial resources 
will have to be mobilised to reach vulnerable groups 
(either the poorest or those in remote areas) and/or 
incentives will have to be modified. 

6.	 In most of the low-income and lower-middle-income 
countries progress was associated with growing financial 
support from bilateral and multilateral donors to that 
sector, either in the form of covering recurrent costs or 
financing infrastructure development.

7.	 In the case of middle-income countries that have seen 
development assistance falling over time, such as China 
(water management), Indonesia (quality of education) 
and Viet Nam (sustainable energy), technical assistance 
was strategic and targeted in areas not covered by the 
government or where its capacity was low. 

8.	 Improved donor alignment through sector budget 
support and other forms of pooled funding helped 

build the quality and capacity of national and local 
institutions for service delivery. This was the case in 
Cambodia (health sector), Nepal and Mozambique 
(maternal health) and Mongolia (education). 

9.	The sustainability of progress outputs and outcomes 
depends on the prospects of the main financing source 
and the balance between the three sources (government, 
donors, households) it strikes. Financial sustainability 
might be a challenge: (1) if dependency on external 
financing, notably from bilateral and multilateral 
donors, is high and governments have limited capacity 
to increase their share of costs; (2) if public revenues 
are highly volatile – typically where non-renewable 
resource rents, which are affected in turn by depletion of 
reserves and volatility of commodity prices, account for 
a large share of revenue; and (3) if progress outputs and 
outcomes are too dependent on government subsidies to 
consumers or SOEs and/or tax incentives, which may be 
difficult to sustain financially in the medium term.

To sum up, and more generally, while bilateral and 
multilateral donors provided financial resources and/
or policy advice in most of the cases reviewed in the 
DP project, improvements in outputs and outcomes in 
service delivery and environment sectors were associated 
more closely with rising government expenditure. For the 
poorest segments of the population, expanding government 
spending was also crucial for the sustainability of the results 
and to compensate for the falling assistance from bilateral 
and multilateral donors (Kharas et al., 2014). This would 
require a greater focus by governments and the international 
community on strengthening revenue collection capacity 
and helping countries to maximise such opportunities 
within the confines of their economic capacity. 

Financing for development  27  



Annex 2 lists the Development Progress case studies 
reviewed in this paper. 

Al-Samarrai, S. (2003) ‘Financing primary education for 
all: Public expenditure and education outcomes in 
Africa’. Brighton: Institute of Development Studies. 

Anyanwu, J. and Erhijakpor, A. (2007) Health expenditures 
and health outcomes in Africa. Economic Research 
Working Paper, No 91. African Development Bank.

Arifianto, A., Marianti, R., Budiyati S. and Tan, E. (2005) 
Making services work for the poor in Indonesia: 
A report on health financing mechanisms. SMERU 
Research Report, Paper prepared for the World Bank 
Indonesia Office.

Arndt, C., Jones, S. and Tarp, F. (2011) Aid effectiveness: 
Opening the black box. Working Paper 2011/44. World 
Institute for Development Economics Research.

Baird, S., Ferreira, F.H.G., Özler, B. and Woolcock, M. (2013) 
Relative effectiveness of conditional and unconditional 
cash transfers for schooling outcomes in developing 
countries: A systematic review. Campbell Systematic 
Reviews 2013: 8. Olso: The Campbell Collaboration.

Baldacci, E., Guin-Sui, M.T. and de Mello, L. (2003) ‘More 
on the effectiveness of public spending on health care 
and education: A covariance structure model’, Journal 
of International Development 15(6): 709-725.

Banerjee, A.B. and Duflo, E. (2009) ‘The experimental 
approach to development economics’, Annual Review of 
Economics 1(1): 151-178.

Bourguignon, F., Benassy-Quere, A., Dercon, S. et al. 
(2008) ‘Millennium Development Goals at midpoint: 
Where do we stand and where do we need to go?’ 
Background Paper for the European Report on 
Development.

Brautigam, D. and Knack, S. (2004) ‘Foreign aid, 
institutions, and governance in sub-Saharan Africa’, 
Economic Development and Cultural Change 52(2).

Burnside, C. and Dollar, D. (1998) Aid, the incentive 
regime, and poverty reduction. Policy Research Working 
Paper 1937. Washington, DC: World Bank Washington.

Charrad, M.M. (2007) ‘Tunisia at the forefront of the Arab 
world: Two waves of gender legislation’, Washington & 
Lee Law Review 64:1513-1527.

Dercon, S. and Ruttens, C. (1998) Cost recovery in health 
care in Africa: A review of the principles and the effects 
on the poor. Leuven: KU Leuven, Center for Economic 
Studies. 

DFID (2011) Cash transfers: Evidence paper. Policy 
Division. London: Department for International 
Development.

Dreher, A., Nunnenkamp, P. and Thiele, R. (2008) ‘Does 
aid for education educate children? Evidence from panel 
data’, World Bank Economic Review 22(2): 291-314.

Duflo, E., Glennerster, R. and Kremer, M. (2007) ‘Chapter 
61: Using randomization in development economics 
research: A toolkit’, in T.P. Schultz and J.A. Strauss (eds)
Handbook of Development Economics, Vol. 4.

Engel, J., Cossou, E.M. and Rose, P. (2011) Benin’s progress 
in education: Expanding access and narrowing the 
gender gap. London: Overseas Development Institute. 

ERD (2014) European Report on Development Financing and 
other means of implementation in the post-2015 context.

Filmer, D. and Pritchett, L. (1999) ‘The impact of public 
spending on health: Does money matter?’ Social Science 
& Medicine 49(10): 1309-1323.

Gebregziabher, F. and Niño-Zarazúa, M. (2014) Social 
spending and aggregate welfare in developing and transition 
economies. UNU-WIDER Working Paper 2014/082.

Greenhill, R. and Ali, A. (2013) Paying for progress: How 
will emerging post-2015 goals be financed in the new 
aid landscape? Working Paper 366. London: Overseas 
Development Institute.

Greenhill, R. and Prizzon A. (2012) Who foots the bill 
after 2015? What new trends in development finance 
mean for the post-MDGs. Working Paper 360. London: 
Overseas Development Institute.

Greenhill, R., Prizzon, A. and Rogerson, A. (2013) The 
age of choice: Developing countries in the new aid 
landscape. Working Paper 364. London: Overseas 
Development Institute.

Grogan, L. (2006) ‘Who benefits from Universal Primary 
Education in Uganda?’ Guelph, Ontario: Department of 
Economics, University of Guelph.

Gualberti, G., Martins, L.F. and Bazilian, M. (2012) An 
econometric analysis of the effectiveness of development 
finance for the energy sector. Nota di Lavoro 100.2012. 
Milan: Fondazione Eni Enrico Mattei.

Gupta, S., Verhoeven, M. and Tiongson, E. (1999) Does 
higher government spending buy better results in 
education and health care? IMF Working Paper 99/21. 
Washington, DC: International Monetary Fund.

Gupta, S., Verhoeven, M. and Tiongson, E. (2002) ‘The 
effectiveness of government spending on education and 
health care in developing and transition economies’, 
European Journal of Political Economy18(4).

Hudson Institute (2013) The index of global philanthropy 
and remittances 2013: With a special report on 
emerging economies. Washington, DC. 

IDPS (2010) The international dialogue on peacebuilding 
and statebuilding: Contribution by the Government of 
Liberia. March 2010. 

5. References

28  ODI synthesis paper



IMF (International Monetary Fund) (2013) Democratic 
Republic of Timor-Leste: Country Report No. 13/338. 
International Monetary Fund (www.imf.org/external/ 
pubs/ft/scr/2013/cr13338.pdf)

Kadzamira, E. and Rose, P. (2003) ‘Can free primary 
education meet the needs of the poor?’ Journal of 
Educational Development 23(5): 501-516.

Kharas, H. (2008) Measuring the cost of aid volatility. 
Wolfensohn Centre for Development Working Paper 3. 
Washington, DC: Brookings Institution. 

Kharas, H., Prizzon, A. and Rogerson, A. (2014) Financing 
the post-2015 Sustainable Development Goals: A rough 
roadmap. London: Overseas Development Institute. 

Lagarde, M. and Palmer, N. (2008) ‘The impact of user fees 
on health service utilization in low- and middle-income 
countries: How strong is the evidence?’ Bulletin of the 
World Health Organization 86(11): 839-848.

Lopes, S. (2002) A comparative analysis of government 
social spending indicators and their correlation with social 
outcomes in sub-Saharan Africa. IMF Working Paper 
02/176. Washington, DC: International Monetary Fund.

Luckham, R. and Kirk, T. (2012) Security in hybrid 
political contexts: An end-user approach. Justice and 
Security Research Programme Paper No. 2. London 
School of Economics.

McGee, R. and Gaventa, J. (2011) ‘Review of impact 
and effectiveness of transparency and accountability 
initiatives’, prepared for the Transparency and 
Accountability Initiative Workshop, October 2010.

Melamed, C. and Sumner, A. (2011) ‘A post-2015 
global development agreement: Why, what, who?’ 
Workshop on Post-2015 Global Development 
Agreement, Cairo, 26-27 October.

Michaelowa, K. (2004) Aid effectiveness reconsidered: 
Panel data evidence for the education sector. 
HWWA Discussion Paper 264. Hamburg Institute of 
International Economics.

Moss, T. (2010) ‘What next for the Millennium 
Development Goals?’ Global Policy 1(2): 218-220. 

Musgrove, P. (1996) Public and private roles in health: 
Theory and financing patterns. Discussion Paper No. 
339. Washington, DC: World Bank.

Naudé, W. (2010) Development progress in sub-Saharan 
Africa: Lessons from Botswana, Ghana, Mauritius and 
South Africa. WP/07. UNU-WIDER  (www.wider.unu.edu/
publications/working-papers/2010/en_GB/wp2010-07). 

Palmer, N., Mueller, D.H., Gilson, L., Mills, A. and Haines, 
A. (2004) ‘Health financing to promote access in low 
income settings – how much do we know?’ Lancet 
364(9442): 1365-1370.

ODI (2010), Millennium Development Goals (MDG) 
Report Card: Measuring Progress Across Countries. 
Available at http://www.odi.org/sites/odi.org.uk/files/
odi-assets/publications-opinion-files/6172.pdf

OECD (2014) ‘Do parents’ occupations have an impact on 
student performance?’ PISA in Focus 2014/02 (February). 

Ridde, V. and Morestin, F. (2011) ‘A scoping review of the 
literature on the abolition of user fees in health care 
services in Africa’, Health Policy and Planning 26(1): 1-11.

Riddell, A. (2012) The effectiveness of foreign aid to 
education: What can be learned? UNU-WIDER Working 
Paper No. 2012/75. 

Roberts, R. (2003) Poverty reduction outcomes in 
education and health public expenditure and aid. 
Working Paper 210, Centre for Aid and Public 
Expenditure. London: Overseas Development Institute.

RTI International (2010) ‘An assessment of health system 
performance in Nepal’. Research Triangle Park, NC: 
RTI International.

Severino, J.M. and Ray, O. (2009) The end of ODA: Death 
and rebirth of a global public policy. Working Paper 
167. Washington, DC: Center for Global Development.

Shakil, A. and Khan, M.M. (2011) ‘Is demand-side 
financing equity enhancing? Lessons from a maternal 
health voucher scheme in Bangladesh’, Social Science & 
Medicine 72(10): 1704-1710. 

Stiglitz, J., Sen, A. and Fitoussi, J.P. (2009) Report by 
the Commission on the Measurement of Economic 
Performance and Social Progress (www.stiglitz-sen-
fitoussi.fr/documents/rapport_anglais.pdf).

Taylor, E.M., Hayman, R., Crawford, F., Jeffery, P. and 
Smith, J. (2013) ‘The impact of official development 
aid on maternal and reproductive health outcomes: A 
systematic review’, PLoS ONE 8(2).

Williamson, C. (2008) ‘Foreign aid and human 
development: The impact of foreign aid to the health 
sector’, Southern Economic Journal 75(1): 188-207.

Wilson, S.E. (2011) ‘Chasing success: Health sector aid and 
mortality’, World Development 39(11): 2032-2043.

Wood, B., Betts, J., Etta, F., Gayfer, J., Kabell, D., Ngwira, 
N., Sagasti, F. and Samaranayake, M. (2011) ‘The 
evaluation of the Paris Declaration: Phase 2, Final 
Report’. Copenhagen.

World Bank (2004) World Development Report 2004: Making 
services work for poor people. Washington, DC.

World Bank (2009) Mongolia: Consolidating the gains, 
managing booms and busts, and moving to better 
service delivery: A public expenditure and financial 
management review. Washington, DC.

World Bank (2010) ‘Implementation completion and 
results report on a DFID grant executed by the recipient 
in the amount of £5,330,000 (US$9.5 million equivalent 
at approval) (TA-P088116-TAS TF053279) to the 
People’s Republic of China for the Pro-Poor Rural Water 
Reform Project’. Washington, DC. 

World Bank (2011a) ‘Linking spending and outcomes: Some 
lessons from impact evaluations in education and health’, 
Global Monitoring Report 2011: Improving the odds of 
achieving the MDGs. Washington, DC.

World Bank (2011b) China: Water pricing and water user 
associations sustainability. Washington, DC.

Financing for development  29  



World Bank (2012), ‘Teacher certification in Indonesia: A 
doubling of pay, or a way to improve learning?’ Policy 
Brief 73264. Washington, DC.

World Bank Institute (2010) Rehabilitating a degraded 
watershed: A case study from China’s Loess Plateau. 
Washington, DC: The World Bank.

Xie, J., Liebenthal, A., Warford, J.J., Dixon, J.A., Wang, 
M., Gao, S., Wang, S., Jiang, Y. and Ma, Z. (2009) 
Addressing China’s water scarcity: Recommendations 
for selected water resource management issues. 
Washington, DC: The World Bank.

Yates, R. (2009) ‘Universal health care and the removal of 
user fees’, Lancet 373(9680): 2078-2081.

30  ODI synthesis paper



Annex 1 – Explaining financing progress: 
methodological challenges and future 
research 

There are a series of methodological challenges in assessing 
what contribution financing resources and mechanisms 
have made to progress based on the review of the DP case 
studies. 

•• First, isolating the contribution of finance to 
development progress is normally a hard task as 
contemporaneous changes in policies and in the 
institutional framework come into play. In other words, 
the effects on progress outcomes of higher volumes 
of financial resources and/or changes in their mix 
cannot be assessed, all things being equal. Of relevance 
for this set of case studies, a challenge in assessing a 
theory of change for interventions lies in the lack of 
counterfactuals at such level of analysis.

•• Second, the financing analyses of 50 case studies are 
not easily comparable as they investigate very diverse 
development outcomes and outputs, applying different 
methodologies and skill sets to analyse such distinct 
phenomena. The DP project considered quite a broad 
spectrum of sectors of intervention: the link between 
development finance and progress may be tenuous 
and indirect in certain dimensions. For instance, this 
would be the case of the expansion of employment 
opportunities and better jobs, where aid may indirectly 
contribute to better growth performance and a more 
favourable investment climate in the short or longer 
term via infrastructure development and greater human 
capital (education). In the case study on Tunisia (greater 
women’s empowerment) aid was found to be marginal, 
albeit political relations with the West were identified 
as an impetus for a new wave of progressive policies 
with regard to gender policy (Charrad, 1997) and 
donors such as the EU and UNDP provided support 
to institutions’ development.  Furthermore, the lack of 
reference to financially-related factors to progress in 
the case study analyses can be the result of financial 
resources and mechanisms not playing a role in 
achieving progress. 

•• Last, but not least, case study analyses are limited to 
the (plausible) contribution of changes in the financing 
patterns and mechanisms to the progress outcome under 
investigation and they do not assess their secondary 
effects, for instance on other well-being dimensions, 
on vertical and horizontal inequalities and on longer-
term or dynamic effects. As an example, subsidies 
on secondary school fees have absorbed part of the 
direct financial constraints of parents. However, as 
there is strong positive correlation between children’s 
progression to higher levels of education and household 
income (OECD, 2014), subsidies on school fees at 
secondary – and even more so at tertiary – level will 

tend to benefit wealthier households.  Tight budget 
constraints and (short-term) policy priorities could 
jeopardise achievements in other sectors. In several cases 
reviewed in the DP project, cost reductions at primary 
education level increased cost recovery at higher levels 
(see Dercon and Ruttens, 1998; Engel et al., 2011). At 
the same time, rise in output is rarely benchmarked for 
higher (or constant) quality standards. Despite increased 
potential access to services (health in particular), uptake 
could be lower as a result of perceived poorer quality; 
universal primary education achieved through higher 
pupil–teacher ratios and/or inexperienced (recently 
recruited) teachers may well be at the expense of 
teaching quality and thus learning outcomes (Dercon 
and Ruttens, 1998; Kadzamira and Rose, 2003; 
Arifianto et al., 2005; Shakil and Khan, 2011).

Assessing the distributional impact of changes in the 
financing mix was a challenge in the review of the DP case 
studies. 

We illustrated above a series of methodological caveats 
to assessing whether financial resources contributed to 
improved human development indicators at country level 
and whether progress has been inclusive. However, filling 
some data gaps would help shed light on the questions 
addressed in this paper on how the financial burden shifts 
when progress takes place and how financial resources are 
distributed across income quintiles and vulnerable and 
marginalised groups. Examples include:

•• Strengthen efforts to collect household data and evaluate 
programmes. For the cases reviewed in the DP project 
there is often limited information to provide a reliable 
description of the actors bearing the costs (and their 
relative burden/contribution/cost split) and especially its 
evolution over time. Several case studies fail to provide 
any general background on the amount and mix of 
financial resources or fail to compare ex ante and ex 
post (to policy and institutional changes) scenarios or 
even the counterfactual, let alone compare communities 
receiving benefits with those who did not over the same 
period. Often data is restricted to one year (and, if not 
in all the cases, pre-intervention) meaning that there is 
no information for assessing the impact of the large-
scale intervention. 

•• Incidence analysis of public spending. Understanding 
financing progress also calls for deeper analysis of how 
resources are distributed across income groups, spatially 
and horizontally. While analysis of inequality in access 
and outcomes of project-level interventions are often 
available, incidence analysis of public spending (or 
welfare impacts of public spending on different income 
segments) would help in this direction, but such analysis 
requires an extensive set of information that only some 
upper-middle-income countries would be in a position 
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to run (this was the case for Chile, for instance, in the 
case studies reviewed). 

•• Present clearer evidence on cost-effectiveness of 
interventions. Shedding light on the contribution of 
financial resources to progress is ultimately meant to 
inform policy makers’ decisions on how to allocate 
limited funds to maximise desired outcomes. In other 
words, this means identifying the most cost-effective 
intervention and what drives this result, either because 
of cheaper sourcing of inputs (economy), more output 
per unit of input (efficiency), or better outcomes per 
output (effectiveness). At the project level, in the case of 

health and education interventions there are standard 
methods to assess and compare the effectiveness 
across interventions (QALY, quality-adjusted life year, 
measuring the number of years of life added by the 
intervention, and standardised test score improvement), 
but this is not the case for other progress dimensions. 
Also, in the service delivery dimensions (education and 
health), interventions were either relatively recent (Kenya 
on subsidies to school fees in secondary education) with 
assessments not yet made, or no assessment or evidence 
was available to inform the analysis. 
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Annex 2 – Development Progress case studies (phase 1 and 2)

Blue indicates case studies from the first phase of the project, grey from the second.

Dimension / Area Country focus Title

Health Bangladesh Bangladesh’s Progress in Health: Healthy partnerships 
and effective pro-poor targeting

Eritrea Progress in health in Eritrea: Cost-effective inter-
sectoral interventions and a long-term perspective

Rwanda Rwanda’s progress in health: Leadership, performance 
and health insurance

Nepal (maternal and child health) Nepal’s story: understanding improvements in maternal 
health

Mozambique (primary healthcare) Against the odds: Mozambique’s gains in primary 
health care

Sierra Leone (NTDs) No longer neglected: tackling Sierra Leone’s neglected 
tropical diseases

Cambodia (NTDs) Neglected tropical diseases: the case of Cambodia

Education Benin Benin’s progress in education: Expanding access and 
narrowing the gender gap

Cambodia Rebuilding basic education in Cambodia: Establishing a 
more effective development partnership

Ethiopia Ethiopia’s progress on education: A rapid and equitable 
expansion of access

Mongolia (post-primary) From decline to recovery: post-primary education 

Kenya (post-primary) Beyond basic: the growth of post-primary education in 
Kenya

Chile (education quality) Improvements in the quality of basic education: Chile’s 
experience

Indonesia (education quality) Towards better education quality: Indonesia’s promising 
path

Environment Bhutan Valuing the contribution of the environment to Gross 
National Happiness in Bhutan

Costa Rica Costa Rica sustainable resource management: 
Successfully tackling tropical deforestation

Namibia Sustainable natural resource management in Namibia: 
Successful community-based wildlife conservation

Brazil (sustainable energy) Joining the grid: sustainable energy in Brazil

Viet Nam (sustainable energy) Turning the lights on: sustainable energy and 
development in Viet Nam

China (sustainable resource management for agriculture) Growing more with less: China’s progress in agricultural 
water management and reallocation

Burkina Faso (sustainable resource management for 
agriculture)

A greener Burkina: sustainable farming techniques, 
land reclamation and improved livelihoods

Political voice and women’s 
empowerment

Morocco (open and inclusive political systems) Forthcoming

Tunisia (women’s empowerment) Building momentum: women’s empowerment in Tunisia

Colombia (women’s empowerment) Forthcoming

Material wellbeing Peru (quality of life in urban areas) Forthcoming

Thailand (quality of life in urban areas) Forthcoming
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Dimension / Area Country focus Title

Material wellbeing (continued) Ecuador (extreme poverty) Forthcoming

Pakistan (extreme poverty) Forthcoming

Employment Uganda (access to productive employment) Productive employment and transformation in Uganda

Sri Lanka (access to productive employment) Progress under duress: Employment creation in Sri 
Lanka 

Security Timor Leste (peace and security) (Forthcoming) Security progress in post-conflict 
contexts: From liberal peacebuilding to elite interests

Liberia (peace and security) Security against the odds

Multidimensional Ghana (health, education and political voice) Ghana, the rising star: progress in political voice, health 
and education

Ethiopia Forthcoming

India Forthcoming

Dimensions from DP1 

Governance El Salvador El Salvador’s progress on governance: Negotiation, 
political inclusion and post-war transition

Indonesia Indonesia’s progress on governance: State cohesion 
and strategic institutional reform

Somaliland Somaliland’s progress on governance: A case of 
blending the old and the new

Water, sanitation and hygiene Lao PDR Unsung progress in rural sanitation: Building the 
foundations in Lao PDR

Burkina Faso Pipes and people: progress in water supply in Burkina 
Faso’s cities

Uganda Rural water supply in Uganda: Major strides in sector 
coordination and performance

Social protection India Progress in providing employment for the poor: The 
national public works programme in India

Brazil Social protection in Brazil: Impacts on poverty, 
inequality and growth

South Africa South Africa’s social security system: Expanding 
coverage of grants and limiting increases in inequality

Economic conditions Malawi Improved economic conditions in Malawi: Progress 
from a low base

Mauritius Progress in economic conditions in Mauritius: Success 
against the odds

Viet Nam Viet Nam’s progress on economic growth and poverty 
reduction: Impressive improvements

Agriculture and rural development Ghana Ghana’s sustained agricultural growth: Putting 
underused resources to work

Thailand Thailand’s progress in agriculture: Transition and 
sustained productivity growth

 (continued)
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