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ABSTRACT

The objective of the thesis is to identify what constrains development assistance agencies
giving a higher priority to ensuring that basic needs are met. Support for basic needs is
taken to include all spending to address unmet needs in terms of water supply and sanitation,
primary health care, primary or basic education and literacy. It also includes all
development agency funding for housing, social employment and 'community development’
projects targeted at low income groups.

A statistical analysis of all project commitments for a range of development assistance
agencies over a number of years showed that most allocate less than 20 percent of their
JSunding to basic needs while some allocate less than 10 percent. This analysis also showed
some evidence of increased priority to basic needs in recent years, especially for the
concessional loan programme of the World Bank.

Interviews with a range of staff from the World Bank, UNICEF and the Swedish International
Development Cooperation Agency and a review of these agencies’ internal documents sought
to establish the main constraints on an increased priority to basic needs. The constraints can
be divided into four sets: the institutional constraints linked to an agency's internal
workings; conscious policy choices made within the agency to limit funding for basic needs;
external influences, including commercial pressures, consultants and influences from the
governments that fund the agencies; and the political and institutional constraints within
recipient countries - for instance recipient governments not prioritizing basic needs projects
or their limited capacity to support basic needs provision.

The thesis shows that development assistance agencies' own internal structures ofien
constrain funding for successful basic needs projects. For instance, many basic needs
projects are relatively cheap and staff intensive to develop but within most agencies, staff are
under pressure to spend relatively large sums and to minimize staff time when doing so. Many
agencies also have the institutional legacy of structures set up to fund large capital projects
and difficulties in changing these structures to reflect new priorities, including a higher
priority to basic needs. The incapacity of recipient governments to implement basic needs
projects and, in most nations, the lack of alternative implementors is also a major constraint.
The thesis emphasizes how research to date has given too little attention to these constraints.
It also discusses the ways in which agencies are seeking to overcome these constraints and
the need to do so if a renewed emphasis on poverty reduction is to be effective.
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1. INTRODUCTION

1.1 The Research Topic

Most multilateral and bilateral agencies involved in development assistance have consistently
encountered constraints that limit the possibility of according a high priority to what are termed
‘basic needs’ projects or, more recently, ‘human development’ or ‘poverty alleviation” projects.'
The nature and relative importance of these constraints is the central focus of this study. Basic
needs projects seek to directly address the unmet needs of (mostly) low-income groups by
focusing on water supply and sanitation, primary health care, primary or basic education and
literacy, and housing, social employment and ‘community development' targeted at low income
groups. Although there are differences in the conception of what constitutes 'basic needs' projects
and 'human development' projects which will be discussed in Chapter 2, both centre on initiatives

that improve health, education and living conditions.

This study's main concerns are first, what proportion of development assistance agencies' total
funding commitments is allocated to basic needs projects and, second, what determines or
influences this proportion. The study highlights the internal constraints that development
assistance agencies face in allocating a higher proportion of their funding to these kinds of
projects. It does not seek to question the validity of explanations advanced by many
commentators regarding the external factors (especially those related to political economy) which
constrain the priority to basic needs projects - for instance the power of commercial interests to
influence aid programmes both in aid-giving and in aid-receiving countries, or the foreign policy
priorities or military interests of donor governments. But, in highlighting the influence of internal
constraints related to the structure of donor agencies, it does question whether these external
factors are the main constraint on donor agencies according a greater priority to basic needs.
These internal constraints have received little attention, to date, in the discussion about
development assistance priorities. .
Work on this thesis began with two hypotheses. The first was that virtually all official
development assistance agencies allocate a relatively small proportion of their total funding
commitments to basic needs projects.? To test this, a quantitative analysis considered the

! These will be termed 'basic needs' projects in the rest of the thesis; Chapter 2 will clarify the overlap
between 'basic needs', 'human development' and 'poverty alleviation' projects.

2 This thesis considers not only aid but also non-concessional loans provided by development assistance
agencies which do not qualify as aid since they are not provided on concessional financial terms. To
qualify as aid, a loan must be provnded with a grant element of at least 25 percent (OECD 1992). Itis
important to include non-concessionary finance since this makes up such a large proportion of total
capital flows from multilateral development assistance agencies. Although, in general, the proportion
of total disbursements by multilateral organizations that are formed by non-concessional flows fell
during the early 1990s compared to the 1970s and the 1980s, between 30 and 45 percent of total
funding flows from multilateral development organizations were in the form of non-concessional loans
for most years between 1987 and 1993 (ibid, OECD 1995).



proportion of funding that a range of development assistance agencies allocated to basic needs
projects (see Chapter 3) with more detailed analyses for the World Bank (Chapter 4), UNICEF
(Chapter 5) and the Swedish International Development Cooperation Agency - Sida (Chapter 6).
These analyses of funding for basic needs included all projects aimed directly at poverty
alleviation (for instance the social funds and social employment programmes supported by the
World Bank) as well as projects to support primary education and literacy, primary health care,
and water supply and sanitation. They also included all projects targeted at 'low-income' groups
with regard to the acquisition and/or improvement of housing and community development. These
analyses did not draw on the donor agencies' own figures for their sectoral priorities, since these
do not reveal the proportion of funding allocated to basic needs. The analyses were built up from
reviewing all individual project commitments made by these agencies over many years and
separating out those that met the criteria set by the study as 'basic needs'. As Chapter 3 will
describe more fully, details of all basic needs projects were entered into a computer database to
provide the basis for the quantitative analysis. This allowed far more detailed analyses of donor
agencies' commitments to basic needs than can be obtained by drawing on their own official

statistics, regarding their sectoral priorities.

The second hypothesis was that there are internal constraints on development assistance agencies'
capacity to spend a high proportion of their funding on basic needs projects that are related to the
process of formulating, implementing and evaluating donor-funded initiatives and it was these
constraints as much as any policy decisions about sectoral priorities or external influences that
explain the low priority to basic needs. This was tested through more detailed research within the
three development assistance agencies mentioned above, and included interviews with a diverse
range of their staff about how priorities are established and decisions made about sectoral
priorities. It also included a review of internal documents made available by such staff.

The focus on the process by which sectoral priorities are established within agencies distinguishes
this study from most other research undertaken on development assistance agencies. A review of
the literature on development assistance found little consideration of how the internal structure of
development assistance agencies, including their reliance on other actors to implement the
initiatives they fund, affected their sectoral priorities. Most of the research on the effectiveness of
development assistance agencies to meet basic needs or reduce poverty concentrates on evaluating
the performance of agencies in particular projects or sectors, after the funding has been spent, or
on the impact on poverty (or basic needs provision) of funding provided for structural adjustment
or (more recently) how a concern for poverty reduction is incorporated into decision-making. As
Chapter 2 will describe in more detail, studies that seek to evaluate the effectiveness of
development assistance agencies rarely consider in detail their sectoral priorities and, where they

do, they do not question these agencies' own official figures as to their sectoral priorities.



What distinguishes the quantitative analysis of sectoral priorities within this thesis from that
presented within other research and evaluations is that it is more detailed and more accurate,
because it can separate 'basic needs' from 'non-basic needs' within the support the agencies
provide for social sectors. For example, the total funding allocated by any agency to literacy
programmes over time in this thesis is calculated from the sum of all this agency's commitments
to individual literacy projects for each year. Thus, the thesis can present precise figures for the
proportion of funding allocated to literacy projects and show how this proportion changed over
time. Such figures are very rarely available in donor agencies’ own reports. Most agencies do
not report on the proportion of funding that they allocate to literacy projects. They usually report
on the proportion of funding allocated to education - but this often includes not only literacy
projects but also all other projects for schools and higher education institutions (including
universities) including building construction and equipment supply, education reform, research
institutes, curriculum development and (especially for bilateral agencies), funding for
scholarships for students from recipient countries studying in higher education institutions in the
donor country. As Chapter 3 will describe in more detail, the official statistics of development
assistance agencies on their sectoral priorities do not allow a separation of their spending on

‘basic needs' from spending on other projects or interventions.

An analysis of sectoral priorities built up from individual project commitments also overcomes
the problem of inaccurate inter-agency comparisons, since the same criteria can be used for
defining which projects are classified as 'basic needs' for all agencies. In presenting statistics on
their sectoral priorities, each development assistance agency uses different sectoral categories and
this greatly limits the possibility of accurate inter-agency comparisons. The Development
Assistance Committee of the OECD has developed some sectoral categories which allow inter-
agency comparisons but, as Chapter 3 will describe, these only allow inter-agency comparisons at
a high level of aggregation and do not reveal the priority given by different agencies to basic
needs. Chapter 3 will also describe in more detail how it is only when a detailed disaggregation
of each agency's sectoral priorities is built up from individual project commitments that the low
priority to basic needs becomes apparent. This chapter will also describe how many development
assistance agencies use sectoral categories in their official reports that obscure the low priority
they give to basic needs. The only literature that was found to include a sectoral analysis of the
spending of development assistance agencies similar to that in this thesis was the 1994 edition of
the Human Development Report (UNDP 1994).2 However, as Chapter 3 will describe, this

* There is other published work using this methodology that was prepared by the author of this thesis.
For instance, the author prepared a series of reports for the United Nations Centre for Human
Settlements about development assistance flows to basic needs and urban development which were
published as reports to its Inter-Governmental Commission on Human Settlements (UNCHS 1987,
1989, 1991, 1993, 1995). The author also wrote a chapter for UNCHS (1996) on this subject and has
published preliminary findings from the sectoral analysis presented in this thesis in Clichevsy and
others 1990, Hardoy and Satterthwaite 1991, Hardoy, Mitlin and Satterthwaite 1992, Arrossi and
others 1994, Satterthwaite and others 1996, and Satterthwaite 1997b.



covered only three years and there are reasons for doubting its accuracy.

Once the research established that most development assistance agencies give a low priority to
‘basic needs’ projects, this led to concern as to what factors constrain development assistance
agencies giving a greater priority to such projects or to funding the strengthening of institutions
within recipient nations to better meet basic needs. A consideration of these two subjects requires
an investigation into the ways in which the policies and priorities of different development
assistance agencies are determined and made operational, and the extent to which these are
shaped by choices made by agency personnel or the agencies' own 'project cycle' and wider
institutional structure, or by forces external to the agency itself - for instance the priorities of
recipient governments, commercial pressures, pressures from NGOs or priorities established by

the supervisory board or government under whose direction the agency operates.

1.2 Research Issues

Within the debates about how development assistance can be most effective at meeting the needs
of low income groups or at reducing or alleviating poverty, four contrasting positions can be
identified. The first recommends a concentration on expanding and strengthening the economy of
the nation with the belief (or assumption) that the benefits from economic growth will spread to
include higher incomes for low income groups and funding for providing basic services. The
second, third and fourth positions all reccommend directing attention towards addressing the needs
of ‘the poor’ or low income groups or some other group judged to be deprived or disadvantaged
but each has a different focus. The second stresses the provision of basic services direct to low
income groups to meet their needs. The third recommends a redistribution of assets or
entitlements in favour of low income groups. The fourth recommends ‘increasing the productivity
of the poor' and usually includes support for increased incomes for smallholder farmers and
pastoralists or support for micro-enterprises. The second, third and fourth might be regarded as
sub-sets of one position rather than three separate ones but they have such different social and
political implications that they are considered here as three separate positions. Although there is a
large and diverse debate about the effectiveness of 'development' policies and development
assistance agencies over the last forty years, and of the relative role of the state, the private sector
and civil society within recipient countries, much of the debate about what development

assistance agencies should do centres on which of these four positions should receive priority.

Proponents of the first three positions have been evident from the 1950s, although the relative
influence of each position within official development assistance has changed. Proponents of the
fourth position became influential in the early 1970s. One reason for this change was the limited
success of d&velopment assistance in providing benefits to a large proportion of the population,
especially those with low incomes and/or few or no assets. Although estimates of the number of
people living in ‘absolute poverty' in the South vary, there is general agreement that after four
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‘development decades', between a fifth and a quarter of the world's population still live in absolute
poverty, without adequate food, clothing and shelter (see, for instance, World Bank 1990c). A
study of rural poverty in 114 Third World countries found close to one billion people with
incomes and consumption levels that fell below nationally defined poverty lines (Jazairy, Alamgir
and Panuccio 1992). With regard to urban areas, there is considerable debate as to the number of
people living in absolute poverty and about the accuracy of official statistics on urban poverty
because of inappropriate criteria set by governments in the South or international agencies in
defining and measuring urban poverty (see, for instance, Wratten 1995, Chambers 1995 and
Satterthwaite 1995). However, there is agreement that a large proportion of the urban population
do not have their basic needs met. Estimates for 1990 suggested that at least 600 million people
in the urban areas in Latin America, Asia and Africa were living in housing of such poor quality
and with such inadequate provision for water, sanitation and drainage that their lives and health
were under continuous threat (Cairncross, Hardoy and Satterthwaite 1990, WHO 1992, UNCHS
1996).

The debate about 'basic needs' can be considered as one of the reactions to the limited
achievement of development policies which gave priority to economic growth and industrial
development during the 1950s and 1960s, and to increased agricultural production during the late
1960s and early 1970s. Although most of the literature about basic needs was published between
the early 1970s and the mid-1980s, the issues that were raised have also been repeated in more
recent literature on the subject - for instance in the literature on 'human development' and ‘people
centred development,’ even when this later literature secks to distance itself from what it terms the
‘basic needs' literature. Much of the literature on sustainable development that comments on
development policies and priorities also stresses that the meeting of people's needs is a priority
(WCED 1987).* In addition, much of the criticism directed at development assistance agencies
(or 'development' in general) during the 1970s and 1980s included within it a concern that the
basic needs of low-income groups were not being met, even if the authors of these criticisms are
not usually considered as basic needs advocates. For instance, works such as Small is Beautiful
(Schumacher 1973), the Cocoyoc Declaration of 1974 (Cocoyoc 1974), and What Now? Another
Development (Dag Hammarskjold Institute 1975) stressed that insufficient attention was being
given to meeting people's basic needs. This same stress is apparent in the writings of Barbara
Ward in the early 1970s - see for instance Ward (1974) and Ward (1976); she was also
responsible for drafting the Cocoyoc Declaration. The failure of development to meet basic
human needs was also a theme in the writings of some of the best known critics of conventional
development assistance policies during the 1970s and 1980s, including J. Galtung (1986), M.

* There is also a large literature on 'sustainable development' that gives little or no consideration to
human needs and the resources that their fulfilment requires (Mitlin 1992); as Adams (1990) points out,

this essentially developed from the 1970s literature on conservation, re-labelled as sustainable
development.



Max-Neef (1991) and Robert Chambers (1992). In addition, during the 1990s, the literature on
development came to give more attention to meeting basic needs, usually within an increased
concer for poverty reduction although, as Chapter 2 argues, other factors were also important
such as more attention to the needs and rights of women and a greater understanding of the scale
and nature of the health burden related to a lack of basic services.

The form of the demands made by those advocating the four different positions noted above has
also changed. For instance, there have been major changes among those demanding explicit
support for redistribution. This is illustrated by the role of development assistance agencies in
the reform of land tenure in rural areas to strengthen the rights of tenants and even to transfer
tenure from landowners to those who cropped the land. As Chapter 2 will argue, the need for
land reform was much debated among various development and technical assistance agencies
during the 1950s but was given little attention and support after that. However, it became
acceptable for development assistance agencies to promote a comparable form of tenure reform in
urban areas (although on a limited scale) as many 'slum and squatter upgrading' projects
supported by development assistance agencies from the 1970s onwards included support for

transferring land tenure to the squatters.’

The mainstream discussions on development during the 1980s within most development
assistance agencies included little consideration of redistribution. There was a return to the
priority of promoting economic growth although with a much expanded role for the private sector
and, in some cases, for voluntary organizations, and a reduced role for recipient governments,
except in changing macro-economic policies so that they supported market-driven economic
growth. However, there was a significant body of literature which placed a greater stress on the
rights of low income groups to participate in decisions about the 'development' projects and
policies that affected them (Chambers 1983, Friedmann and Rangan 1993), including the large
body of work on participatory rural appraisal (IIED 1988-96). The discussion also became more
explicitly focused on protecting their rights to livelihoods and resources - in effect, not promoting
redistribution in favour of low income groups but, rather, preventing further redistribution that
impoverished them and benefited commercial interests. This included support for indigenous
groups and ethnic minorities to help ensure that they could protect land, forests and freshwater
resources they had long used as open access or common property resources from encroachment
by external interests (The Ecologist 1992). There was also a growing debate about social and

5 Note should be made that the *squatters’ who received tenure were often on government-owned land
or land sites of poor quality or hazardous (for instance flood plains or unstable hillsides) which limited
their commercial value. In other instances, the occupiers had purchased the land from the legal owner
and it was only the land use and the building and planning regulations that had been contravened. The
‘slum and squatter upgrading' projects supported by a few international agencies are important for the
extent to which they helped legitimize government action to improve conditions in existing low income
settlements rather than seeking to bulldoze them, but they have less significance in terms of
redistributing assets to low income groups.
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economic rights within development, which includes stressing people's 7ight to basic needs rather
than their need for basic needs (see, for instance, Leckie 1992). This increasing stress on
people's right to adequate housing, health and basic services probably reflects a growing
awareness that rational argument about people's needs had not promoted sufficient change in the
policies of governments and development assistance agencies. A stress on rights, if substantiated,
imposes stronger obligations on governments and development assistance agencies to respect
these rights and also gives those whose rights are not respected a stronger basis in law and
politics for demanding their fulfilment. This helps explain the greater attention paid by national
and international NGOs and research groups to housing rights and to countering evictions during
the late 1980s and early 1990s (Audefroy 1994), as distinct from a greater concentration prior to
this on housing needs and the extent to which these were unfulfilled.

Certain authors, who criticized the whole basis on which development assistance agencies sought
to promote 'development,’ can also be included within the 'redistribution' camp, with their
demands for a redistribution of power, including greater rights of self-determination, to lower
income groups. Within this group, development is criticized for the extent to which it facilitates
or supports the appropriation of resources and decision-making powers away from low income
communities (Escobar 1995). Much of this literature includes a claim about how expanding
capitalism disempowers and dispossesses the poor (The Ecologist 1992, Esteva 1992). Here, the
criticism of development assistance centres less on what is funded and more on who is funded and
whose power is reinforced or diminished.

Those secking to promote greater effectiveness in development assistance agencies often combine
more than one of the four positions. For instance, as will be discussed in more detail in Chapter
2, many proponents of basic needs include within their conception of basic needs greater decision-
making powers for low income groups and respect for their human rights; some also demand a
redistribution of assets. Many of the works cited above which included a demand for more
attention to basic needs also stressed the need for a redistribution of power. For instance, Max-
Neef (1991) stressed that the realization of human needs should be at the centre of development
and he was also one among various authors who argued that the key issue with regard to meeting
basic needs is not only whether development assistance is allocated to meeting human needs but
also how needs are identified and fulfilled and the extent to which this empowers or disempowers
those whose needs are to be 'met’.

Another example of a combination of more than one of these positions was the promotion of
'redistribution with growth' in the mid 1970s, which sought to include redistribution within a
concentration on economic growth, although the redistribution arose from the increment in
income to be achieved by the concentration on growth rather than from the redistribution of
existing assets or income (Chenery and others 1974).



Thus, as Chapter 2 will describe in more detail, whilst demanding a higher priority for basic
needs within development assistance might be considered a recommendation from the 1970s, the
failure of development assistance to meet the needs and priorities of low income groups remained
a major concern during the 1980s and early 1990s. The official discourse among many
development assistance agencies also gave more attention to basic needs during the 1990s,
usually within a more explicitly stated priority of poverty reduction. As Chapter 4 will argue, the
World Bank emerged as one of the main proponents of a greater priority for basic needs, in
contrast to its position in the early 1980s that had stressed structural adjustment and 'sound'

macro-economic policy as the priority.

One major focus of this thesis is the gap between development assistance agencies' explicit
intentions with regard to sectoral priorities and the outcome of the processes that determine what
gets funding (as measured by the sectoral priorities of their final commitments). If institutional
constraints play a major role in limiting the proportion of funding allocated to basic needs
projects, it is likely that agencies' explicit intentions suggest a higher priority for basic needs than
is evident in their actual funding commitments.

However, there are three difficulties in examining this 'gap’. The first is that, at least for the three
agencies on which the thesis focused, the final outcome in terms of sectoral priorities is the result
of a great multiplicity of decisions and actions. For instance, in the case of UNICEF, the whole
agency's overall sectoral priorities are largely the sum of the sectoral priorities developed by its
many national offices, located within recipient countries, each negotiated and developed
separately with the recipient government. As Chapter 5 makes clear, the sectoral priorities of
each national office are influenced by directives and suggestions from head office, but there are
also many influences working within each of the national offices and arising from their
negotiations with governments. In the case of Sida and the World Bank, decisions on sectoral
priorities are concentrated more in their 'head office,' but each agency's sectoral priorities are the
result of a great range of negotiations within many country and regional departments. Chapters 4
and 6 describe how policy decisions taken by the organization or its supervisory body have

influenced sectoral priorities - but also how these are only one source of influence.

A second difficulty in identifying any gap between intent and outcome is that each development
assistance agency needs to justify its actions and its priorities to external groups - including
supervisory boards, governments who fund them and the public. Any agency's official literature
is influenced by the prevailing opinions of those to whom the agency is answerable or to whom it
feels responsible or accountable for its actions. An agency may claim that it has certain motives
in supporting ‘basic needs' to make it politically acceptable to western governments or to
influential critics or lobbies. For instance, during the Cold War, both UNICEF and the World
Bank could justify their support for basic needs in terms of halting the spread of communism,



when this did not necessarily accord with the views of their professional staff. The need for each
agency to justify its work in terms that appeal to its supporters or defuse its potential critics sets
limits on the extent to which statements in each agency's official literature on their sectoral
priorities can be regarded as objective statements about their chosen priorities. There are
examples of proponents of development assistance whose support for development assistance
comes from a moral or ethical position, but who seek to promote greater support for development

assistance from Western governments and electorates on the basis of ‘enlightened self interest.'s

One sub-set of this is the, perhaps surprising, fact that most staff within the World Bank, Sida
and UNICETF did not have a detailed knowledge of their own agency's overall sectoral priorities.
In the cases of the World Bank and Sida, in common with most other development assistance
agencies, their own official literature does not include a detailed sectoral disaggregation of their
development assistance, nor was any found within their internal documentation. Many of the staff
from these two agencies who were interviewed expressed surprise at the findings of the analysis
of their sectoral priorities that was undertaken as part of this thesis. Although these analyses
drew their data from the agencies' own official sources, by being built up from individual project
commitments, they contained more detail about the level of priority given to basic needs and
about the changing levels of support for different kinds of project than these agencies' own
literature. With regard to UNICEF, although the agency's annual reports and reports to its
Executive Board include a relatively disaggregated description of its sectoral priorities for
particular years, there was no evidence of this being used within UNICEF to examine long-term
changes in sectoral priorities from the late 1970s up to the early 1990s. When such an analysis
was presented to UNICEF staff, as part of the research for this thesis, they also expressed
surprise at the extent of the changes in the agency's own sectoral priorities. Staff at UNICEF, the
World Bank and Sida requested copies of the analyses of sectoral priorities prepared in this
thesis, for their own use - that for Sida was used in an internal report promoting changes in Sida's
sectoral priorities, while for UNICEF, the analysis was published in one of their own report
series.’

¢ The writings of Barbara Ward are one example of this. The author's own support for development
assistance was based on a moral position - but much of her work sought to elaborate on the self-interest
aspects of development assistance for citizens and businesses in the North. The first report of the
Brandt Commission (Brandt 1980) also sought to widen the support for development assistance by
stressing the benefits for the North as well as the South, although, again, the support for development
assistance from many of those involved in this Commission was ethically based.

7 With respect to the World Bank, the Operations Evaluations Unit requested a copy of the World Bank
project database prepared for this thesis; although information came only from official sources to which
they had access, it was compiled in a form that allowed a more detailed analysis of sectoral priorities
than was possible with their own project database. UNICEF requested a copy of the analysis of its
sectoral priorities which is included in Chapter 6, and subsequently published this within their own
official documentation (Mitlin and Satterthwaite 1992). Sida requested a copy of the analysis of its
sectoral priorities, which is also included in Chapter 6, as a background document for its own
consideration of its past and current support to urban development.



10

A third difficulty in researching the link between a development assistance agency's explicit
intentions and the final outcome in terms of sectoral priorities is the large physical and political
distance between the agency's priority-setting procedures and the intended ‘beneficiaries'. This is
illustrated by considering the differences between the components of an evaluation of government
performance in basic needs provision within its own domestic sphere and the components of a
comparable evaluation for a development assistance agency. Analyses of the effectiveness of
government-provided 'basic services' within their own domestic sphere have a long history in
social research (Mishra 1981). Such studies usually centre on cost-benefit analyses which
include research on the number of clients, the match between the identified 'target group' and the
clients who received benefits, and the nature of these benefits. This allows a consideration of the
role of government provision of 'basic services' in terms of the reproduction of the labour force or
the maintenance of social order. Such analyses usually include research into who determines the
nature of basic service provision and how decisions are made as to the mechanisms for their
delivery. The state, its delivery system and its clients are in close proximity to eachother and
their interactions are open to investigation.

By contrast, the development assistance agency, its delivery system and its clients are not in close
proximity to each-other. In one sense, a bilateral development assistance agency that is seeking to
meet basic needs can be compared to a social welfare agency operating within the donor country.
Many evaluations of development assistance, like evaluations of social policy, centre on the
effectiveness with which needs are identified and actions taken to meet them, and on the match
between those identified as being in need and the extent to which the entitlements, goods or
services they received matched their needs. Both agencies have above them an elected
government to which they are responsible, that takes decisions about the allocation of funds for
which they have responsibility and sets parameters and conditions on the use of such funds. Since
this study mostly includes consideration of development assistance derived from funds allocated
by Western governments, the scale and nature of the funding made available by such governments
to their own bilateral agencies or to multilateral agencies is influenced by their electorates. There
are also the various commercial interests that seek to influence the form and scale of the basic
needs or social welfare programmes, or to compete for contracts; and the commercial pressures
from large consultancy sectors in most Northern countries to whom many development assistance

agencies contract significant parts of their work - as will be discussed for Sida in Chapter 6.

However, there are three fundamental differences between analyses of development assistance
agencies and their 'clients,' and government agencies implementing social policies for their
citizens. The first is that, for development assistance, another separate, sovereign government
(the recipient government) has an influence on determining the scale and nature of support for
basic needs and is the major influence on its delivery. The second is that, at least for most
bilateral agencies, the foreign policy interests of the donor government have some influence on the
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scale and nature of development assistance and the countries to which it is allocated. The third
difference is that in domestic social policies, the intended or actual clients are generally citizens of
that nation and, as citizens, they have the capacity to make demands for changes and to direct
these at the delivery system (often the local government), the main policy-making body (the
national Ministry) or, in democratic societies, at elected representatives. In the case of a
development assistance agency's allocation of funds to some basic needs project, the intended or
actual clients within the recipient nation have far less capacity to influence the development
assistance agency since they are neither citizens of that country nor in close proximity to its
government. To give an example, within the United Kingdom, the protests of the 'clients' of the
National Health Service (patients and citizen/consumer/watchdog groups) against government
policies have considerable political power and capacity to influence such policies. Citizens of
Third World nations who receive or might receive development assistance from the U.K.
government's official bilateral aid programme have little or no capacity to influence directly the

U.K. government's aid policies or resource allocations.

These three differences may contribute to very different levels of priority given to meeting 'basic
needs' within a government's domestic policy and its development assistance budget. The
political benefits for donor governments in giving a high priority to meeting basic needs in their
development assistance are much less than for doing so within their domestic policies.
Development assistance provided for basic needs projects can also be used by the recipient
government for its own goals (for instance for social control or targeted at political supporters)
within a political framework that does not give a high priority to ensuring that people's needs are
met. The donor agency may be providing support for basic needs simply to increase the political
stability of an important economic or military ally - but the extent of a donor government’s
influence on whether basic needs are met and the role that these can play in maintaining social
order are much less than in its own domestic sphere. In addition, 'development assistance for
basic needs' serves fewer business interests within a donor government’s own domestic sphere

than most other development assistance project expenditures.

This large separation between the allocation of funds for development assistance by the donor
government and their use within another nation, and their implementation by another government,
to serve 'clients' who have very little possibility of influencing the development assistance agency
complicates any evaluation of donor-governments' aid allocation based on project-level

evaluations of its clients.

When considering multilateral development assistance agencies, the study of how donor
governments influence the scale and nature of development assistance becomes more complicated
in that many different donor governments are represented on the board of each multilateral

agency. At least in recent years, there is evidence of complicated manoeuvring and alliance-



12

forming among representatives of donor governments to press for policy changes within the
multilateral agency on whose board they sit. Chapters 4 and 5 will discuss this in relation to the
World Bank and UNICEF. As in bilateral agencies, there are also the influences of the
consultancy sector as many multilateral agencies, like many bilateral agencies, contract out a
substantial part of their work in project-identification, development, implementation and
evaluation (see, for instance, Putzel 1996 with regard to the European Commission's development
assistance to Asia). The role that consultancy firms take on within the World Bank also suggests
an influence, as will be discussed in Chapter 4.

Thus, in any analysis of the priority-setting processes of any official development assistance
agency, two social formations have to be considered - the donor agency and its board of
government representatives (for a multilateral agency) or government (in the case of a bilateral
agency), and the recipient governments. The first determines the scale of the 'aid' and is likely to
be the major influence on the form such aid takes; the latter has some influence on the form that
the aid (or other forms of development assistance) takes and is the main influence on who benefits
from it and what the nature of the benefits is. The limited possibilities for development assistance
agencies being able to improve the effectiveness of recipient governments’ delivery of 'basic
services' may be one reason for the low priority given to basic needs. This also provides the
context for the greater priority among donor agencies for ‘capacity-building' or 'capacity

development' for the institutions of recipient governments during the late 1980s and early 1990s.

In choosing to concentrate on an analysis of the processes that set or influence sectoral priorities
within development assistance agencies, I recognized that, ideally, this should be complemented
by research within recipient countries on how the negotiation process with staff from the recipient
governments influenced the sectoral priorities of the development assistance they received.. This
was beyond the scope of possible research, largely because my interest is in the overall sectoral
priority of development assistance agencies, and not in the sectoral priorities of one or two
country programmes. If the research was to draw on the knowledge and perceptions of staff from
recipient governments, it would have to cover a relatively large sample of recipient governments.
The interviews with staff from UNICEF, Sida and the World Bank also made clear how much the
influence of recipient governments on sectoral priorities differs between countries. In addition, it
is not certain that the staff from recipient governments who are involved in negotiations with
development assistance agencies would be prepared to talk about these negotiations. Informal
discussions were held with several such staff and all expressed reservations about being able to
talk openly about the issue.

I sought information on the influence of recipient governments on donor agencies' sectoral
priorities by including among the interviewees staff from Sida, UNICEF and the World Bank
who had been part of the negotiation process with recipient governments.
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I also recognized from the outset that the scale of development assistance for basic needs within
any recipient country will always be constrained by the capacity of agencies within that country
to implement basic needs projects or programmes. Therefore, the definition of 'basic needs'
included any development assistance allocated to help build or strengthen the capacity of
institutions in recipient countries - both governmental and non-governmental - to deliver basic
services. In particular, I am interested in two shifts in the provision of funding for basic needs.
The first is any shift from funding basic needs projects to funding projects or programmes to
strengthen the capacity of recipient government institutions to provide basic needs. The second is
an increased allocation of funding for basic needs channelled outside the conventional recipient
government institutions - for instance to non-governmental organizations or to special government

or quasi-government institutions.
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2. FOUR DECADES OF DEBATE OVER BASIC NEEDS

2.1 Introduction

There is a substantial body of literature recommending a higher priority by governments and
aid agencies on 'meeting basic needs' and advising on how this can be done. Most of the
literature explicitly recommending a higher priority to 'basic needs' comes from the 1970s and
early 1980s. The justification for a greater concentration on 'basic needs' derives from what
are judged to be failures or inadequacies in the conventional development strategies
implemented during the 1950s, 1960s and early 1970s by most Third World governments -
usually with the advice of Western experts and often with funding from western aid agencies
and multilateral development banks. There is also a more recent body of literature that
recommends a higher priority for what this thesis terms 'basic needs’ but much of this uses a
different vocabulary - most commonly advocating a higher priority to 'human development' or
to 'social development' or to basic service provision within a greater commitment to poverty
alleviation or reduction. As Chapter 4 describes in detail, by the early 1990s, the World Bank
was giving the highest priority in its history to basic needs - even more so than in the late
1970s when it had committed itself to a greater priority to basic needs - but by the 1990s, this
was justified more as a central part of poverty reduction and not as meeting basic needs.

The literature on 'basic needs’ has to be located within the broader discussions about what
constitutes the most effective form of development assistance. Jepma (1995), in reviewing the
effectiveness of development aid, suggests that these discussions can be divided into four
phases. The first was during the 1950s and 1960s when the main aim of aid was to increase
levels of economic growth, with the size of aid flows determined by the financial requirements
of recipient nations and with an assumption that benefits would ‘trickle down'. The second
phase, starting at the beginning of the 1970s and lasting until around 1980, was characterized
by a concern about the absence of ‘trickle down' from economic growth oriented policies and
it is within this phase that much of the literature on basic needs was written and that some
reorientation in aid programmes took place.

The third phase, starting around 1980 (and largely in reaction to economic stagnation or
decline in much of the North and the South and the escalation of the debt crisis) emphasized
the importance of sound macro-economic policies within recipient countries. This also
centred on an increased conviction among many donor agencies that it was recipient
governments' domestic policies that were primary determinants of their nation's development
(Jepma 1995) and that the economic policies of the countries with the least successful
performance in development terms must change (Mosley, Harrigan and Toye 1991). This can
be contrasted with the discussions in the late 1970s which concentrated more on the
international constraints on development - such as low commodity prices and protectionist
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barriers around the North's consumer markets. From 1980, the World Bank began to set
conditions for changes in macro-economic policies by recipient governments, in return for
loans that essentially provided balance of payments support (Mosley, Harrigan and Toye
1991). This was within a context where large numbers of countries in the South needed to
call in the IMF for short-term balance of payments support (that was provided with IMF
conditionality) and after the IMF stabilization programme, also needed longer term finance
from donor agencies to help pay for essential imports and debt repayments. As Mosley,
Harrigan and Toye (1991) note, by 1982, the World Bank was faced with a global debt crisis
(partly linked to the second large oil-price rise), with commercial bank-lending to the South
having almost ceased while interest rates on existing debt rose. This provided the World
Bank with the possibility of demanding changes in macro-economic policy in recipient
nations, in return for funding for structural adjustment loans or credits to help manage this
economic crisis. In virtually all instances, the funds for structural adjustments were only
provided if an IMF stabilization loan was in place (ibid). Many other donor agencies also
made funding to help with debt rescheduling and for development projects conditional on a
wide-ranging but generally uniform package of economic reforms (Ghai 1991) - or on
recipient countries meeting the IMF conditions for stabilization loans and the World Bank
conditions for structural adjustment loans (see for instance Cumming 1996, with regard to the
British aid programme). This brought an increased emphasis within development assistance
on promoting economic growth, especially through increased exports - since this was seen as
the guarantee by which countries in the South could sustain their creditworthiness (Mosley,
Harrigan and Toye 1991).

This third phase also coincided with (and was linked to) changes in how most donor agencies
viewed the role of the state in development in recipient countries. Many donor agencies had
come to see the failure or limited success of many of their projects as being linked to what
they regarded as unsound macro-economic policies and to excessive state involvement in the
economy. As Mosley, Harrigan and Toye (1991) note, the philosophy of economic
liberalization was strongly present in the World Bank's adjustment lending, and parts of the
Bank came to stress the need for the retreat of the state from economic life and the opening up
of economic activity to market forces. This was part of what Toye (1993) terms the counter-
revolution in aid and trade policy that was much influenced by the new political economy seen
in the Thatcher government in the UK and the Reagan Administration in the US. This new
political economy was bound to bring new influences to development debates and to the
policies of development assistance agencies. The influence is most direct for any bilateral
agency where the ideology of the government in power within their country moved to the
right. It is less direct for the multilateral agencies - but these also rely on governments who
moved to the right for much of the funding for their concessional loans or grants. One
example of this, as described in the chapters on UNICEF and on the World Bank, is the
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pressure brought on both these agencies by the US Congress during the 1980s. This decade
brought what was probably an unprecedented questioning of how aid was being used in the
post World War II era, including the extent to which it supported an 'over-extension’ of the

public sector in recipient countries (Toye 1993).

This third phase, with its concentration on promoting changes in macro-economic policies that
were thought to promote economic growth, its requirement to cut public spending and its
promotion of a smaller state had two obvious implications for basic needs. The first and most
direct was the cutting of government expenditure in recipient countries undergoing structural
adjustment which, in turn, usually meant cuts in government provision for primary education,
primary health care and other basic needs. The second was the more fundamental questioning
of the role of the state in basic needs provision and a greater consideration given to alternative
providers of basic services - from private sector enterprises to international or local NGOs and
community organizations.

The fourth phase, apparent at the end of the 1980s, brought the issue of ‘governance’ to the
fore. As Jepma (1995) notes, many donors recognized that economic conditionality cannot be
seen apart from political factors within recipient countries.

"Almost silently, along with introducing more and more political

conditionality, one started to take related factors into account that were

considered representative for the domestic government's willingness to carry

out 'good governance', such as the relative size of the military sector,

recognition and respect for basic human rights, democracy etc. The focal

point of the main side condition of aid gradually shifted from enforcing sound

economic policy during the third phase to promoting the fulfilment of a

number of domestic political conditions in the fourth phase” (page 8).
Toye (1993) suggests that this move to aid, with greater conditionality with regard to
governance and social policy, was greatly accelerated by the liberal revolutions of 1989 in
Eastern Europe and former USSR and, as more aid and other forms of development assistance
were channelled to these regions, some was provided with clear political conditionality. He
also notes that, although the World Bank is not allowed by its charter to have strong
conditionality, it was "emboldened” to introduce conditions for development assistance to the
South that had elements of political conditionality. But a considerable part of this new
emphasis on good governance was because it was believed that this would help ensure sound
macro-economic policy (Cumming 1996). There are also elements of the ‘promotion of good
governance' that are linked to issues of national security - for instance, for European nations,
in helping to justify more aid to Eastern Europe (see for instance Cumming 1996 in regard to
the aid programme of the UK). '

There was also support from some basic needs proponents for this new emphasis on good
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governance through the recognition that although aid can help the poor, the recipient
government's own policies, politics and social structure are far more important for poverty
reduction than aid (Cassen 1986, Jepma 1995).

New proponents of a greater priority to basic needs also emerged as a reaction to the increases
in the scale and severity of poverty that became apparent in many countries in the South
during the 1980s and to the social impacts of the debt crisis and structural adjustment. In
addition, long-standing proponents of basic needs again came to the fore, although usually
using a different vocabulary - for instance promoting 'human development', empowerment,
social and economic rights or poverty reduction rather than the meeting of basic needs. There
were some differences in the debate about basic needs if the literature of the 1970s is
compared to that of the late 1980s and early 1990s - perhaps most especially in discussing
which institutions have responsibility for addressing basic needs - but it is worth noting how
what was perhaps the most influential early criticism of the social impact of structural
adjustment, the 1987 UNICEF sponsored study on Adjustment with a Human Face (Cornia,
Jolly and Stewart 1987) suggested that it may be thought of as the 'basic needs' approach to
adjustment” (page 7). By the late 1980s and early 1990s, there was also an increasing volume
of literature on the scale and nature of poverty and, within this, the issue of basic needs not
being met was raised once again (see for instance Chambers 1994, Wratten 1995). As chapter
4 on the World Bank discusses in more detail, the sudden increase in the priority that the
Bank gave to basic needs in the first half of the 1990s is also linked to explicit policy
statements about the central role of basic services in the alleviation or reduction of poverty.

2.2 The Debates about Basic Needs

Within the literature that discusses the role of donor agencies with regard to ‘basic needs’
there is considerable diversity of opinion as to what these are, what should be done to ensure
such needs are met, the role of governments within this, what obstacles prevent a greater
attention to basic needs, and how action to meet these should be integrated into the other
actions of governments or development assistance agencies.

There is also a large body of literature that is critical of development assistance, and that
includes within its criticism the failure to meet basic needs, but where this is seen either as an

outcome of more fundamental failings or one among a number of failings.

There are also some works which consider why 'basic needs' became a fashionable slogan or
approach without making judgements as to the value of such an approach. Finally, there are
some works which are critical of the concept of focusing attention on ‘meeting basic needs' or

on the use of the phrase to justify certain actions by governments and development assistance
agencies.
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Certain issues can be identified around which the debates on basic needs are centred:
1) The nature of 'basic needs' over and above those essential for life and health.

2) The person or institution responsible for defining 'basic needs' over and above those
essential for life and health, the means by which basic needs are to be provided and the person
or institution to whom resources are provided to do so. Within each of these three issues,
there is the question of the relative role of three different groups: individual citizens whose
‘needs’ are to be defined and met, and their organizations (for instance, community
organizations); recipient governments (through which virtually all official development
assistance has to be channelled or at least approved); and the development assistance agencies.
In many instances, there are also private or voluntary sector institutions involved in one or
more of these issues - most often as the institution to whom some resources are provided to
address particular 'basic needs’.

3) Whether the meeting of people's basic needs is one of the end results of a successful
development strategy or the explicit focus on which development actions and expenditures
should concentrate.

4) The extent to which basic needs' fulfilment is compatible with conventional models of
economic development - or, more broadly, whether a commitment to meeting basic needs can
be achieved within countries with strong market orientations and minimalist states.

5) The extent to which a concentration on basic needs deflects the negotiations between the
North and the South away from demands for structural changes within the world economy.
The nature of the debates in points 2, 3, 4, and S depend to a considerable extent on the range
of what are considered to be 'basic needs'.

One difficulty inherent in any diécussion of the extent to which development assistance
agencies have funded 'basic needs' projects is that all such agencies have some degree of
'basic needs’ orientation because some of their expenditures are made on what can be called '
‘basic needs' projects. For instance, during the 1950s, there were aid funded projects for
water supply and education or literacy which could be termed 'basic needs' projects, fifteen to
twenty years before a discussion about 'basic needs' within development policy took place.
However, it is possible to draw a distinction between what can be termed 'a basic needs
orientation' and other orientations on the part of a development assistance agency (or recipient
government) as a basic needs orientation implies that 'meeting the basic needs of poorer
groups' is seen as a priority goal in itself, not as a means to other goals. As will be described
in more detail in section 2.3, the development assistance agencies that were implementing
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education or health projects in the 1950s cannot be judged as 'basic needs' oriented in that
their goal was to boost or support economic growth or to gain people's political or military
support. The need of the final recipient for health care and access to schools was not
considered an important justification in its own right.

This issue of the importance given to 'meeting basic needs’ as a priority in its own right will
be discussed first, since this was the first debate over basic needs in the literature about
development policy. Only after several years discussion about the validity of a 'basic needs

approach' did the discussion broaden to consider issues 2, 4 and 5 above.

2.3 Basic Needs within the Debates about Development Assistance

It is difficult to define precisely the origin of the idea that a Third World government or an
aid agency should give a high priority to 'meeting basic needs' as an end in itself. Debates
about what are 'basic needs', the basis by which people qualify for them, the priority that
governments should give them and the way they should be distributed have been taking place
within Western societies for many decades (see for instance Mishra 1981 and Gough 1979).
If development assistance programmes are considered to begin only in the post-World War II
period,' then the concept that each person has basic physiological, social, economic and
political needs was recognized from the outset. The United Nations Universal Declaration of
Human Rights - Article 25 (1) - is explicit about each person having "the right to a standard
of living adequate for the health and well-being of himself and his family, including food,
clothing, housing and medical care and necessary social services, and the right to security in
the event of unemployment, sickness, disability, widowhood, old age or lack of livelihood in
circumstances beyond his control” (quoted in Wisner 1988, page 25). The fact that social
issues were regarded as important from the outset can also be seen in the request of the
General Assembly in 1949 to the Economic and Social Council to consider preparing a
general report on the world's social and cultural situation - and from this came the first Report
on the World Social Situation in 1952 (United Nations 1964).

However, the early literature on development assistance in the post-war period did not
consider that 'meeting basic needs' was a priority. Aid during the 1950s and for most of the
1960s was much influenced first by the Cold War and secondly by the precedent provided by
the Marshall Plan in Europe (Wood 1986, Myrdal 1970, Mason and Asher 1973). At this
time, most aid came from the governments of the United States and the Soviet Bloc and most

! Although there were precedents for international aid prior to World War II, the amount of aid
disbursed remained relatively small and aid in the present day sense of transfers between sovereign
states (whether direct or through multilateral institutions) is essentially a post-World War II
development (Mosley 1987, Mason and Asher 1973, Wood 1986).
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went to relatively few nations in regions which had become centres where these two powers
were competing for influence (Wood 1986). The United Nations specialized agencies had a
very minor role in aid, as they were seen as technical assistance agencies, not agencies
disbursing aid. UNICEF was one exception although, as chapter 5 will describe, it was seen
as a humanitarian, emergency relief agency, not a development agency, for much of the
1950s.

During the 1950s and much of the 1960s, most development assistance from the United States
was in the form of capital projects either to increase production or for the infrastructure
needed to increase it (Tansky 1967) although there was also a precursor to the more recent
interest among donor agencies in 'governance’ with attempts to transfer U.S. models of public
administration (Rondinelli 1987). During the 1950s, United States aid helped to establish
institutes of public administration in many countries in the South while thousands of people
from the South were brought to the United States with its support (and also that of other
international agencies) to study public administration (ibid).

In the late 1940s and early 1950s, there had been a major debate about the role of
development assistance in supporting a redistribution of assets principally through land
reform, and a brief period in the late 1940s and 1950-51 when the position of the US
government appeared to favour agrarian reform and to promote it within the United Nations
(Putzel 1992, Walinsky 1977, King 1977). During this period, agrarian reforms were
supported in Japan, South Korea and Taiwan (King 1977, Putzel 1992). But this has to be
seen in the context of a U.S. government fearful of communist advance and where the
communist promise was agrarian reform. The traditional conservative bias of the United
States against redistributive reform soon reasserted itself - one example being the way in
which the liberal reformists within the Philippines were initially given encouragement over
agrarian reform but were then defeated (Putzel 1992).

The discussions about the importance of redistribution within the U.S. aid programme
resurfaced in the early 1960s - for instance, the Alliance for Progress that the U.S.
government supported in Latin America included within its charter support for
"comprehensive agrarian reform leading to the effective transformation, where required, of
unjust structures and systems of land tenure and use, with a view to replacing latifundia and
dwarf holdings by an equitable system of land tenure...." (Dreier 1962, page 121). This
renewed interest was, no doubt, stimulated by the revolution in Cuba and the agrarian reform
being implemented there. However, Russell (1977) notes that the U.S. aid programme to
Latin America between 1962 and 1968 devoted very little to agrarian reform or to the
beneficiaries of reform programmes. Explicit demands that aid programmes should give more
attention to social programmes reaching the poor and to special programmes to improve poor
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farmers' productivity can be found as early as 1962 in the writings of Teodoro Moscoso, the
United States co-ordinator of The Alliance for Progress (Moscoso 1962). But in general, the
debates in these years paid little attention to ‘meeting basic needs.’ These needs were not seen

as a priority for aid, except in exceptional cases - for instance famines or natural disasters.

There is evidence of aid agencies giving some priority to basic needs in some nations during
the 1950s and 1960s - for instance U.S. aid to South Vietnam and Laos - but Nelson (1968)
comments that such expenditures were meant to increase the recipients’ loyalty and
willingness to co-operate with their governments and to help control insurgency. It is also
notable that aid to such basic needs in Vietnam formed only a small part of total aid;
commodity imports accounted for over 80 percent of total aid (ibid).

Many influential books published in the late 1960s make little or no reference to the failure of
aid 'to meet basic needs' - see, for instance, Pincus (1967) or Currie (1967). Higgins'
influential book on economic development (in its revised edition published in 1968) has a
major concern for poverty and a long discussion on planning for education and other aspects
of social development, but does not question the prime role of foreign aid as promoting
sustained economic growth (Higgins 1968). A critical review of Canada's aid published in
1966, discussed the inclusion of ‘social’ aid but stated that "The great bulk of aid must
continue to be devoted to long-term economic construction” and considered social aid
defensible only "if related directly to the primary business of aid which is economic
development” (Spicer 1966, page 163).

Some aid agencies increased their commitments to education during the 1960s but the
justification was not to meet people's need for education (i.e. improved education as an end in
itself) but as a means to improve the 'human capital’ needed for economic growth. A new
priority to higher education became part of the conventional growth model because it was seen
as relieving a bottleneck which inhibited domestic growth and development; as such, it cannot
be considered part of a 'basic needs’ strategy as defined earlier.

The recommendation that more attention be paid to social issues as an end in itself became
more evident in development literature in the late 1960s Sixties - see, for instance, the report
of a United Nations expert group meeting held in 1969 (United Nations 1971). A critique of
conventional aid policies and the demand for more attention to the needs of poorer groups is
also evident in the work of Myrdal (1968, 1970). The Pearson Commission, originally
suggested by the World Bank President George Woods in 1967 to review the successes and
failures of aid, and set in motion by his successor Robert McNamara, included in its
recommendations a greater emphasis on 'social' projects although this was not one of its
central concerns (Mason and Asher 1973).
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The justification for a greater concentration on 'basic needs' was also promoted by new
evidence that economic change in many Third World nations during the 1950s and 1960s had
decreased both political participation and the relative share of poorer groups in the national
income (Adelman and Taft Morris 1971, 1973). In addition, in many nations, the poorest 40
to 60 percent of the population had experienced an absolute decline in average income as a
consequence of economic growth. Although Adelman and Taft Morris (1973) implicitly
accept such concepts as Rostow's 'stages of growth' and make no mention of more priority to
‘basic needs’, their evidence of poorer groups receiving little or no benefit was widely used
by the authors of the earliest works which do propose a greater priority by development
assistance agencies to 'meeting basic needs’. It is also notable that this book stressed the need
for wider political participation as a desirable end in itself or as a way of obtaining greater
economic equality.

There are also the speeches of Robert McNamara and the publications of the World Bank
under his Presidency which reflected a new 'conventional wisdom' that included more priority
for aid to basic needs. The World Bank was among the first of the development agencies to
make explicit its support for a higher priority to 'basic needs'. It remained one of the major
sources of publications justifying this priority throughout the 1970s and early 1980s and then
again in the late 1980s and early 1990s. It is always difficult to gauge the influence of one
prominent individual's views on the institution of which he or she is part but certainly,
McNamara was consistent and explicit in the support he gave to a higher priority to basic
needs. Prior to joining the World Bank, while still serving as the U.S. Secretary of State for
Defence in 1966, one of McNamara's speeches had made the case that peace and stability
within the world depended on raising the living standards of the poorer two-thirds of the
world's population (Clark, 1981). During the first few years of his Presidency at the World
Bank, there was an increase in the number of nations to whom the Bank lent, to include many
of the poorest nations who previously had received few or no Bank loans - and also the
inclusion of population and education projects (Clark 1981, Mason and Asher 1973). Ina
speech in 1972, McNamara called for nations "to give greater priority to establishing growth
targets in terms of essential human needs: in terms of nutrition, housing, health, literacy and
employment - even if it be at the cost of some reduction in the pace of advance in certain
narrow and highly privileged sectors whose benefits accrue to the few" (Clark 1981).

2.4 The Debate about what are 'Basic Needs'

By 1972, the idea that aid agencies should give a greater priority to ‘meeting basic needs’ had
become more widely accepted. It was certainly fuelled by the evidence that a concentration on
economic growth did not necessarily produce social and political stability and indeed had often
contributed to instability. Between 1972 and 1978, many development assistance agencies and
multilateral banks made explicit their support for increased allocations to such a goal. But
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the issue which now served as the centre of the debate was the nature of basic needs,
especially the extent to which certain political and economic rights and non-tangible ‘needs’
should be included as ‘basic needs'. There is agreement that basic needs include some
minimum quantity of goods and services which meet physiological requirements. This was
explicit in the extract quoted earlier from the United Nations Universal Declaration of Human
Rights. Some of the earliest works which recommend a higher priority to meeting basic needs
concentrated on these, although 'employment’ was often also mentioned (see for instance
Cocoyoc 1974, ul Haq 1971, McNamara's speech in 1972 quoted above, ul Haq 1976, Ward
1976).

In general, all authors agree that basic needs include adequate food, water and sanitation,
education, shelter and health care. For instance, Streeten et al. (1981) list five basic needs
sectors - nutrition, education, health, shelter, water and sanitation; Stewart (1985) who
suggests that meeting basic needs includes the fulfilment of certain standards of nutrition (food
and water), health and education services and sometimes shelter and clothing; and McHale
and McHale (1978) who describe 'deficiency needs' which are those (mainly biophysical)
needs which must be met to maintain survival. These works, consciously or unconsciously,
drew on the considerable history of research and literature which seeks to define basic human
needs; some of the earliest of these were expressly to determine the cheapest way of
promoting maximum productivity from workers, including indigenous workers within colonial
regimes (Wisner 1988). Much of the early work by nutritionists was to define the 'minimum’
needs of both workers and those within institutions (Townsend 1993), while much of the
earliest academic discussion of poverty, including its definition and measurement, centres on
what constitutes 'basic needs’ (ibid, Beck 1994). Most of these works on ‘basic needs’
published during the 1970s also assume that these can be met if development assistance
(and/or government funding) is allocated to them. Implicit in the estimates given for how
much it would cost to ensure basic needs were met is the assumption that if aid agencies
allocated sufficient money to basic needs, these would be met. There was surprisingly little
discussion of how this would occur and the relative roles of citizens, governments and
development assistance agencies.

The two issues around which the debate concentrates are first, what other 'needs’ are 'basic’
and second, the pre-conditions for their fulfilment. Sandbrook (1982), Wood (1986) and
Wisner (1988) stress the differences in people's and institutions' understanding of what other
needs are basic. Sandbrook and Wisner both distinguish between the 'conservative' and the
‘radical' approach (or the ‘weak' and the 'strong' approach) to basic needs. The
‘conservative' approach is elaborated by the publications and policies of the World Bank while
the ‘radical’ approach was developed by various publications of the International Labour
Office and supported by various authors - including Sandbrook (1982) and Wisner (1988).
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To take first the approach of the World Bank, its conservative character derives from its view
that the problem of 'poverty' can be tackled by projects and by piecemeal reform. Most other
aid agencies and the institutions associated with them also support this view - for instance the
Development Assistance Committee of the OECD (a committee set up to co-ordinate and
monitor the aid policies of OECD nations). There is the implicit acceptance that basic needs
can be satisfied with new actions and projects formulated and implemented by existing
governments (although with help and encouragement from the Bank or other external
agencies).

The Bank's understanding of 'basic needs' is not confined only to meeting the basic
consumption needs essential for health. The earliest official statements about the need to re-
orient Bank lending and to give a greater priority to basic needs also stress the importance of
increasing the productivity of the poor and of raising their incomes - see, for instance,
McNamara (1973) and Chenery et al. (1974). The OECD's Development Assistance
Committee gave a higher priority to raising the productivity of the poor than on meeting
consumption needs (OECD 1977). But the conservative orientation of this Committee and of
the World Bank derives from the assumption that basic needs can be met by Third World
governments (with some aid and technical assistance) within existing economic, social and
political structures.

The publications on basic needs by the International Labour Office are considered as
representative of the ‘radical’' concept of basic needs - and are also judged by some authors to
be theoretically more adequate (Wisner 1988, Sandbrook 1982). In three aspects, the ILO
position is similar to that of the ‘conservatives'. The first is in the stress on meeting basic
consumption and service needs: in ILO (1976), basic needs are said to include two elements:
minimum requirements for private consumption (for instance adequate food, shelter and
clothing); and essential services (such as safe drinking water, sanitation, public transport,
health and educational facilities). The second is the stress on employment for those
unemployed or under-employed - both as a means of providing them with an income and, as
an end, to make those employed feel more participation within society. The third is an
acceptance that "a rapid rate of economic growth is an essential part of a basic needs strategy”
(ILO 1976 page 33); in fact, this document draws heavily on Chenery et al. (1974) which is
widely used by the ‘conservative' basic needs proponents to justify more attention by aid
agencies to basic needs.

However, the ILO position on basic needs differs from the conservatives in two aspects.
First, it states that a basic needs oriented policy "implies the participation of the people in
making decisions which affect them” (ILO 1976, page 32) and that the satisfaction of an
absolute level of basic needs should be placed within a broader framework - the fulfilment of
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basic human rights. To achieve this, it calls for “...the setting up of institutions which
facilitate popular participation in the development process through trade unions and similar
organizations, in order to ensure a continuing national commitment to a basic needs approach”
(ibid, page 68).

The second difference from the ‘conservative' position is the acknowledgement that more than
piecemeal reform will be needed. While the documentation on basic needs produced by the
ILO stresses the positive economic benefits of a basic needs oriented strategy, it also mentions
the need for a redistribution of income and assets, even if the wording in the document is
careful not to be too explicit (see ILO 1976). Most of the discussion about redistribution
concentrates on income redistribution - through changing the relative price of products and
labour services and consumption transfers. But the redistribution of assets is mentioned in
several instances - for example "... all these calculations, tentative though they be, strongly
suggest that in many countries, minimum income and standards of living for the poor cannot
be achieved. . . without some acceleration of present average rates of growth, accompanied
by a number of measures aiming at changing the pattern of growth and use of productive
resources by the various income groups; in a number of cases these measures would probably
have to include an initial redistribution of resources, in particular, land" (ibid., page 43). The
ILO avoids anything more explicit by stating that the specifics must be left to each nation,
depending on factors such as level of economic development, pattern of income and wealth
distribution and local definition of basic needs. In particular, when it recapitulates on "...the
main ingredients of the proposed new approach” (ibid, page 68), the six points listed make no
mention of asset redistribution.

Other authors writing as proponents of 'radical’ basic needs strategies also stress the
importance of political change, especially changes which allow what came to be termed the
'bottom up' approach (Stohr and Taylor 1981). This approach was to counter the failure of
conventional economic development models to produce the hoped for ‘trickle down' and was
characterised by being basic-needs oriented, labour-intensive, small-scale, regional resource
based and often rural centred (ibid). Many proponents of the ‘bottom up' approach also stress
that the basic needs approach will need to be accompanied by a redistribution of assets and
‘greater decentralization’ and ‘greater local self-reliance’, both of which are meant to increase
participation (Lee 1981).

It is also worth noting that much of the early discussion and debate on 'basic needs' was
taking place during the Presidency of Jimmy Carter at which time there were moves to realign

US AID towards a greater commitment to poverty alleviation and a diminished role in national
security.
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The divisions between the ‘radical’ approach of the ILO and the ‘conservative' approach of
the World Bank are never completely clear cut. As noted already, ILO (1976) is unclear
about the role of asset redistribution and, like the World Bank, draws on Chenery and others
(1974) to justify its recommendations. In addition, some World Bank documents and policies
have strongly promoted a redistribution of assets as a precondition for meeting basic needs,
especially with regard to agrarian reform (see, for instance, Kutcher and Scandizzo 1981 and
Seloskwy 1981 with regard to the North-east of Brazil). The Bank also promoted
redistributive land reform in the Philippines in a report in 1987 within the programme of the
Aquino government that had overthrown the long-serving non-democratic Marcos regime,
although this report may have been produced in the knowledge that it had little chance of
success and its intention was to improve the profile of the Bank within important elements of
Filipino society (Putzel 1992).

In addition, many World Bank documents do explicitly include ‘participation’ as an important
element in projects, although the nature of such 'participation’ in most instances would not
accord with the ILO's definition of participation. For instance, in reviewing approaches to
community participation in urban development projects, Moser (1986) notes that
"...community participation in Bank funded (urban) projects tends to be incorporated as a
means to achieve project results, particularly cost recovery and efficiency, but at the expense
of 'real’ participation” (page 334). Wisner (1988) notes a similar orientation on participation
in many of the Bank's rural projects and comments that "the Bank's understanding of
participation never included society-wide political involvement" (page 40).

In concluding this section, it is worth raising the question of the extent to which the character
and function of an institution shapes its official position on 'basic needs’'. There are major
differences in the characters and functions of the two agencies whose position on 'basic needs'
can be contrasted - the one (the World Bank) as ‘conservative'; the other (the International
Labour Office) as 'radical'. The World Bank is, above all, a Bank whose operations depend
on providing and then recovering large-scale loans. It is the largest single source of financial
assistance to the Third World and, as chapter 4 will discuss, it relies for much of its capital
base on funds raised on the world capital markets (for its non-concessional loan programme)
and on funds provided by the United States government and a few other Western governments
for most of its concessional loan programme. By contrast, the International Labour Office is
far smaller. It does not operate either as a bank or as an aid agency. It provides technical
assistance to member states but most of this is funded not from its own budget but from the
resources of the United Nations Development Programme. The extent to which the charter,
funding base and the operating environment of an agency conditions its official views is a
subject worth further investigation - and one which is considered in later chapters, especially
for the three development assistance agencies on which this thesis concentrates.
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It is also worth recalling the point made in Chapter 1 about how all official development
assistance agencies need to justify their work within the mainstream debates on development
that are taking place at that time. Most official development assistance agencies felt obliged to
publicly present their work and their priorities in what might be termed a ‘basic needs’
framework in the late 1970s, since this was an important part of the discussion on the role of
development assistance at that time. During the early 1980s, support for basic needs was more
often couched in terms of its utility for market-driven economic development. By the late
1980s and early 1990s, it had become more common for donor agencies to present their work
and their priorities using the language of sustainable development, as debates on sustainable
development became more prominent and widespread than debates on basic needs. By the
mid-1990s, an increasing number of agencies were justifying their work in terms of poverty
reduction.

2.5 The Compatibility Between Basic Needs and Conventional Growth Models

Both the 'conservative' and the more 'radical’ proponents of basic needs drew their
justification for a concentration on basic needs from what they identify as failings or
shortcomings in conventional economic growth strategies and an over-concentration of donor
commitments on increasing production and on the infrastructure that increased production
requires. Whilst some of the earliest works on basic needs tend to stress the need for basic
services and adequate consumption levels to guarantee health for all (Cocoyoc 1974, ul Haq
1976), the proponents of 'basic needs' during the 1980s tended to stress that ‘meeting basic
needs' was not a welfare approach but functional to capitalist development (Streeten and
others 1981, Stewart 1985, Cassen and others 1986). This is also implicit in the World Bank's
espousal of basic needs during the 1970s, since by its charter and institutional structure, the
Bank is committed to expanding and developing capitalist economies in the Third World.

This literature on basic needs is challenging two theories which underpinned what might be
termed conventional capitalist development strategies from the 1950s and 1960s. The first is
the theory that market mechanisms (rising demand for labour, higher productivity, higher real
wages) will spread the benefits of economic growth. The second is that expenditures on basic
needs would prove no stimulus to production because of poorer groups' inability to save and |
invest. Both 'radical' and ‘conservative' proponents of basic needs stress that poorer groups
can save and small enterprises can improve productivity, and that 'meeting basic needs' can
both reduce poverty and act as a spur to growth in productivity. In the case of the World
Bank, this can be seen in their stress on the need to make the poor more productive and the
support given to small farmers and to so-called 'informal sector' enterprises during the 1970s;
only in the 1980s would questions be raised about the extent to which the farmers and
enterprises that received support were truly 'low-income'. It can also be seen in the
justification of basic needs proponents for investments in primary education which is often in
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terms of the high returns such investments produce. Similar justifications are made for
investment in other basic services which are viewed as improving 'human capital’ (see D.C.
- Rao in Chenery et al. 1974).

The debate on the compatibility between basic needs and conventional growth models centres
on the extent to which a 'basic needs' strategy can be included in development policies
without political changes towards greater participation and without a redistribution of income
and assets. Mishra's discussions on social policy identify the different forms that social
policies take under different regimes (Mishra 1981) and it is possible to use these to highlight
the different justifications that a donor agency can use for supporting basic needs and how this
can fit within very different political structures.

(I) Donor support for laissez faire capitalism, with 'basic needs' being minimal poverty
alleviation addressed only at those for whom the market does not provide. One example of
this position was evident within the World Bank in the early 1980s.

(ii) Donor support for liberal capitalism, with basic needs provision justified in humanitarian
terms ('basic needs' as a right to which all citizens have a claim). As chapter 4 will describe,
this is closer to the World Bank's position in the mid-1990s.

(iii) Donor support for liberal capitalism, with basic needs provision justified by the functional
value of 'meeting basic needs' to the requirements of an expanding capitalist economy. This
was widely used as a justification for basic needs during the 1970s and early 1980s.

(iv) Donor support for some structural change within recipient nations, with basic needs
including empowerment for poorer groups (which implies representative political structures)
and/or some asset redistribution - as in an agrarian reform. This reflects the position of the
ILO in the mid-1970s and of the proponents of ‘strong’ or ‘radical’ basic needs.

(v) Donor support for revolutionary structural change, with the replacement of capitalism with
state controlled distribution of basic needs, theoretically based on 'need’'. For obvious
reasons, this was not a position espoused by any multilateral or western bilateral donor
agency.

(vi) Donor support for controlling pressure for structural changes within a recipient nation,
with the aid for basic needs provided to 'friendly' governments who serve the commercial or
strategic interests of the donor government to help defuse social and political unrest.
Examples of this were given earlier - for instance for aid from the US to 'anti-communist'
governments in the 1960s.
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Underlying all but (iv) and (v) is the assumption that basic needs can be met by changes in the
ways that the funds available to governments (including aid) are spent within sectors; the
implication is that no substantial economic or political changes are needed. But in (iv), the
suggestion is that basic needs can only be met if there is a significant redistribution of assets
and a political change towards more participatory forms of government. Section 2.6 will
consider the question of whether a basic needs strategy can be implemented without political
changes; the rest of this section considers the possibility of its implementation without major
economic changes.

One group of authors argue that relatively little economic change is needed to implement a
basic needs strategy and that the funding needed for basic needs will not reduce the potential
for growth (see for instance Hicks 1979, Selowsky 1981). Chenery et al (1974) concentrate on
developing a policy approach that "does not imply the abandonment of growth as an
objective” but implies instead "redistribution of the benefits of growth" (page xviii) but not a
redistribution of assets. The model they develop suggests that the only tradeoff in a
‘redistribution with growth' approach is "...a longer gestation period for investment in assets
held by the poor rather than a permanent reduction in GNP" (page xix). Stewart (1985)
analyses the relationship between different nations' performance on meeting basic needs and
their economic performance and finds that nations which do better in meeting basic needs do
not, typically, have lower investment ratios or higher expenditure on social services or lower
growth rates. Streeten et al. (1981) follow the same line of argument, and stress is laid on
the many economic advantages of a basic needs approach and the fact that such an approach is
not expensive.

Most of the research on which the authors quoted above base their assertions was undertaken
either by staff at the World Bank or by consultants who work with the World Bank. It could
be interpreted as a second phase in the World Bank's espousal of 'basic needs' in that it
concentrated on developing a stronger justification for governments to invest more in basic
needs. During the early 1970s, the justification centred more on why aid and development
assistance agencies should give a higher priority to basic needs. The Bank's priority to basic
needs could only increase if its client governments requested more loans or credits to support.
this. The Bank also recognized the difficulties of maintaining the new donor funded schools,
health care centres and water supply systems unless recipient governments were committed to
doing so. |

Other authors suggest that meeting basic needs requires major economic changes. The
‘radical’ basic needs proponents do not separate economic and political change since they
regard them as indivisible. For instance, Sandbrook (1982) notes that meeting basic needs
demands a profound restructuring of human relations, especially productive relations, and this
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in turn would deprive members of the dominant class or classes and their foreign allies of
privileges. While Sandbrook can be counted as a proponent of ‘basic needs’, he accuses most
other such proponents of greatly underestimating the possibility of implementation because of
the economic and political changes this implementation implies. As he states at the end of his
book:

"...basic needs approaches cannot avoid consideration of the ineluctable
realities of power - of the class alliances and state mechanisms that undergird
concrete development strategies, of the social forces that might serve as the
carrier of alternative strategies and of the sorts of political action at the local,
national and international levels that basic needs development entails. It is
time for proponents of these attractive approaches to confront the politics of
basic needs” (page 243).

Other proponents of the ‘radical’ basic needs strategy accept that its implementation requires
major economic and political changes. For instance, stress is laid on the fact that it is
relations among classes and among strata in society (e.g. rich landowners and poor labourers)
that define poverty and this implies that basic needs can only be met with structural changes of
both a political and an economic nature (Wisner 1988). The criticism of aid by Hayter and
Watson (1985) which derives largely from an analysis of the World Bank centres on its failure
to alleviate poverty because, ultimately, it seeks to preserve the system which underlies and
perpetuates poverty. Other research and publications from the 1970s also questioned the
validity of conventional development strategies' concentration on economic growth, and
suggested that major economic and political changes would be needed to improve conditions
for poorer groups. Much of this literature can be judged as supportive of the thesis that a
reduction in poverty and increased success in meeting basic needs does demand substantial
economic and political changes and cannot be achieved within existing socio-political
structures - see, for instance, Owens and Shaw (1972) and Lipton (1976).

There is some literature which considers the changes in economic orientation which a
commitment to basic needs implies - for instance, the 'basic industry strategy’ (Bienefeld
1981, IDS 1982). IDS (1982) also outlines other needed changes in resource use within
sectors - for instance, a shift from curative, specialized urban based hospitals primarily for
serving the wealthy, to a primary health care focus would demand a significant redirection of
resources.

2.6 Can Basic Needs Strategies Be Implemented by Third World Governments

By the early 1970s, many development assistance agencies were recommending a greater
priority to basic needs. The case of the World Bank was noted already. By 1975, all the
Scandinavian nations and the Netherlands, Switzerland and the United Kingdom had
undertaken reviews of their policies with the intention of directing more aid to improving
conditions for poorer groups (Mosley 1987). In the United States, there were similar moves,
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as seen in 'New Directions' within the Foreign Assistance Act of 1973 (Rondinelli 1987).
One of the key discussions was that the pre-conditions to ensure basic needs are met centred
on what governments must do rather than on the role of aid agencies.

2.6.1 The Debate between Radicals and Conservatives

One important issue is thus whether a ‘basic needs' approach can be implemented by
governments within existing economic, social and political orientations. Some authors
consider this possible and point to the range of nations which had been relatively successful in
meeting basic needs without major political changes; others consider this to be impossible -
largely because they do not accept the criteria used for judging a government's success in
meeting basic needs. Meanwhile, there are authors who explicitly or implicitly support a
greater concentration by government on 'meeting basic needs' but stress the difficulties of this
being done within existing political structures.

The debate on this issue is strongly influenced by the position taken by each author as to
whether ‘basic needs' includes political rights linked to participation in government, citizen
influence over what are defined as 'basic needs' and the means by which they are met, and
the need for some redistribution of assets. For those who take the 'conservative' point of
view as to what constitutes ‘basic needs', there are fewer barriers to existing governments
ability to meet basic needs since this can be done within existing socio-political frameworks
without major economic changes. When judgements are made as to which nations have been
successful or unsuccessful in terms of meeting basic needs, the criteria used to make these
judgements are generally life expectancy at birth and educational level (Stewart 1985, Streeten
et-al. 1981). It is possible for a country with a relatively inequitable distribution of income
and assets to achieve a relatively high average life expectancy at birth if it has an effective
environmental health and health care programme, especially for maternal and child health.?
Certain nations judged according to these criteria to have been successful in meeting basic
needs would not be judged to have had participatory political structures - for instance, China
and Saudi Arabia, both of which had among the largest increases in life expectancy of any
nation between 1960 and 1990 (UNCHS 1996). Indeed, the conservative proponents of basic
needs note the very diverse forms of government in nations which have above average basic
needs performance, (according to their basic needs criteria) relative to per capita GNP
(Stewart 1985). While Streeten et al. (1981) recognise that the absence of a political base is
one critical reason why anti-poverty programmes have not been implemented, they suggest

? The strong association between life expectancy and the level of inequality among the wealthiest
nations (Wilkinson 1992, Power 1994) is less clear among nations with lower per capita incomes since
relatively inexpensive improvements in health care, nutrition and environmental health can greatly
reduce infant, child and maternal mortality and thus increase average life expectancies - see UNCHS
1996.
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that political resistance to basic needs strategies can be overcome. Since they state that
meeting basic needs is easier to put into operation than reducing inequality, by implication,

their view of 'meeting basic needs' does not require a reduction in inequality.

The conservative proponents of basic needs also discuss the kinds of government that are most
likely to implement basic needs strategies. Streeten et al. (1981) draw on a review of
governments' performance in meeting basic needs to suggest that the nations which have been

most successful have several characteristics in common:

"... a fairly equitable distribution of physical assets (particularly land), a
decentralised administration and delegation of decision-making to the local
level, with adequate central support, and appropriate policies. In addition, the
role of the household and particularly of women is more fully recognized in
political systems which have had success in meeting basic needs" (page 5).

Stewart (1985) suggests that three kinds of government are likely to be especially successful in
meeting basic needs: socialist nations with egalitarian income distribution and planned
production and consumption; capitalist nations with rapid and labour-absorbing economic
growth; and mixed economies with effective government interventions to promote basic needs.

For the radical basic needs proponents, existing governments can hardly implement basic
needs strategies within existing socio-political structures, since their understanding of
‘meeting basic needs’ includes the empowerment of those whose basic needs were not met, to
allow them to secure these through their own actions (Wisner 1988, Blaikie, Cameron and
Seddon 1979). Their discussion centres on how other actors might cause or catalyse the
political changes needed for governments to give a higher priority to basic needs. The
inclusion of political rights linked to participation within 'basic needs' also leads to a
disagreement with the conservative proponents over which governments can implement basic
needs approaches. For instance, Sandbrook (1982) would not accept the link suggested by
Stewart (1985) between authoritarian governments and basic needs provision; for Sandbrook,
authoritarian regimes may lay the basis for the satisfaction of minimum basic needs but "in
trading off basic human needs against basic human rights, bureaucratic collectivism represents
a morally ambiguous development strategy” (page 231). Others also doubt the possibility of
governments implementing 'basic needs' because of resistance from (among others) a
centralised bureaucracy, oligopolistic industrial interests created by import substitution,
landlords, multinationals and the unionised labour aristocracy (see, for instance, Lee 1981).

2.6.2 The Question of Access
In Section 2.6.1 above, the discussion of whether governments can implement 'basic needs'

policies within existing social, economic and political orientations tends to be a macro-level
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debate, i.e. whether sufficient resources will be allocated to basic needs. But this issue must
also be considered at micro-level in terms of the capacity of government (or other) institutions
to ensure that basic needs are met. There is little point in governments (or donor agencies)
allocating more funding to basic needs if there is little or no institutional capacity to provide
them. There is a considerable body of literature of relevance to this issue which centres on
the capabilities of bureaucratic institutions to deliver goods and services to poorer groups.
The conservative proponents of 'basic needs' implicitly accept that governments and aid
agencies can reach poorer groups with basic needs, if they choose to do so. But if
bureaucratic institutions have grave limitations on their capacity to deliver basic services, the
case for meeting basic needs through existing state structures and institutions would be
considerably weakened. The work of Bernard Schaffer (1975, 1977, 1986) is central to this
literature although other authors have also written on the issue. This question is also
particularly important for this thesis, since development assistance agencies have particular
difficulties in helping to strengthen the capacity of institutions within recipient countries to
provide basic services or to provide resources to allow local groups to do so.

Schaffer's writings coincide with an increasing dissatisfaction among many of those working
in development with the ability of governments and aid agencies to deliver to those most in
need what these people actually need. In most Third World nations, the goods and services
which make up the 'basic needs' package as envisaged by conservative proponents are
allocated not by market forces but by administrative allocation - through government
departments, local governments, voluntary bodies, trade unions, armies, cooperatives, etc.
Schaffer emphasizes how the government apparatus in most Third World nations remains ill-
suited to the efficient distribution of such goods and services.

Much of the published work on access can be seen as an elaboration of the deficiencies in
governments' ability to implement basic needs policies and this helped pave the way for a
significant increase in the volume of official donor assistance channelled through intermediary
non-government institutions - for instance, through private voluntary associations such as the
different Oxfams or Save the Children or Southern non-government organizations or other
voluntary sector institutions. In strategies aimed at ‘alleviating poverty', governments could '
either ensure that poorer groups have the means to meet their own basic needs through a re-
distribution of income or assets or they can institute programmes to deliver basic goods and
services through administrative structures and procedures. In practice, most governments opt for
administrative programmes because these are more acceptable to elites (Schaffer 1975, 1977).

Most of the literature on this issue of ‘access’ includes some recognition that the society into
which any policies are inserted will mould the form that policy implementation takes. This
issue seems to be given more weight in Schaffer's later works. One tribute to his works after
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his death states that they are "demonstrations of how an uncritical acceptance of common-
sense, convenient and instrumental conceptions of organization masked the essentially political
dimension of what takes place in the course of organising” (Colebatch and Degeling 1986,
page 340). It is this issue which helps highlight one of the central differences between the
radical and the conservative understanding of basic needs. Many Third World governments
provide some free or subsidized service (e.g. credit, water) which helps mitigate the effects of
basic inequalities in income or capital assets because they cannot or will not deliver the more
fundamental reform to get to the root of the inequality (e.g. rural or urban land reform
guaranteeing poorer groups access to land). In this instance, the ‘conservative' view of basic
needs would see progress in an increasing proportion of people receiving some free or
subsidized service while the ‘radical' view would consider that little or no progress had been
made.

The literature on access also recognizes the contradiction between a government's
pronouncement about the goal of equity and the fact that it is the institutional structure of the
unequal society that is meant to implement the measures to achieve greater equity. Schaffer
talks of how the pursuit of ‘substantive justice' (including greater equity) demands the
construction of procedural justice which then relies on the administrative distribution of
certain goods or services. Inevitably, the structure and operations of the distributing
institutions influence who will (or will not) obtain "access' to these goods and services since
the distributing institutions are rooted in the institutional structure and ideology of that
society. This contradiction has also surfaced in discussions about Third World governments
adopting more 'enabling’ approaches for improving housing and basic services since effective
enablement for low-income groups implies that the government in power delegates to low-
income groups more decision-making powers and more access to resources (Berghall 1995); in
reality, support for enablement can be little more than support for laissez-faire (ibid). In
addition, the legal frameworks within which most governments operate tend to be ones which
evolved to protect the rights and interests of their richer and more powerful individuals and
businesses (McAuslan 1984). Such a legal framework can hardly serve as the basis for
implementing policies which go against the rights and interests of these same individuals and
businesses.

Lamb (1975) seeks to place Schaffer's work on access within a Marxian framework. He
suggests that analyses of who obtains access to government provided goods and services can
prove particularly valuable in illuminating the workings of the state. Access relations between
the State and individuals are an important part of the encounter between the state apparatus
and the agents of production. The state can control the citizens who receive access to basic
goods or services and this serves as a central part of political domination and social control.

If a wide range of people come to depend on 'access' relationships with the state in order to



35

obtain essential goods or services, this means they are incorporated into dependence on the
state structure. If goods or services are received, it implies some obligation to the State on
the part of the beneficiaries - and indeed, their 'access' to such goods and services may
depend on their explicit political support for those in power. Those who succeed in obtaining
‘access' to some government provided good or service are, in effect, incorporated into social
relations within the orbit of the state apparatus and "political encounters occur in terrain
chosen in the last instance by the dominant classes” (Lamb 1975, page 133). The fact that
political mobilization in low-income areas within Latin American cities has more often
concentrated on obtaining government distributed goods and services than on more
fundamental social change adds weight to the idea of the state's manipulation of people's
access to basic services as an important means by which the State can maintain cohesion and
limit protest within the existing structure of domination. Some of the discussion about local
government in Latin America centres on this issue since, in many instances, local government
decisions as to who receives public jobs, access to land for housing or basic services are
influenced by the potential recipients’ political affiliations. Local governments make
widespread use of basic needs provision to reward their supporters and consolidate their
political base (Riofrio and Driant 1987, Herzer and Pirez 1988).

The literature on 'people-centred development' and some of the human development literature
have also acknowledged the deficiencies of state organized systems 'delivering basic needs'
(see, for instance, Korten 1984). These analyses of the deficiencies and political distortions in
government delivery systems for meeting basic needs have great relevance to development
assistance agencies' capacity to meet basic needs. Virtually all official multilateral and
bilateral development assistance funded projects are implemented through government
ministries or agencies. If a project involves government administered goods or services, the
development assistance agency might influence the design and operation of the delivery system
or include within the project some element related to this - for instance, technical assistance or
training, or institution-building components. While this might alter the way in which the
institutional delivery and its procedures influence who benefits, its capacity to fundamentally
change the operation of the delivery system remains limited.

Difficulties in reaching poorer groups with administratively delivered goods and services are
recognized by some of the 'conservative' proponents of basic needs. For instance, a review
drawing on a series of sector studies undertaken by the World Bank on how basic needs could
be met suggested that these demonstrated "the enormous difficulty of reaching the lowest 20
percent of the income group in a society. Most delivery systems simply do not reach these
people because of the existing power structures or marketing imperfections or cost
considerations” (Burki and ul Haq 1981, page 169). As Chapter 4 on the World Bank will
describe in more detail, there was a clear trend during the 1980s away from what might be
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termed 'basic needs' projects towards projects to strengthen or improve the implementation
capacity of government agencies to provide basic needs and to support new institutional
structures such as social funds for ‘delivering' employment or basic infrastructure to low-

income groups.

In some instances, development assistance agencies act as surrogates for governments in
distributing goods and services - for instance, in disaster situations where aid agencies are
permitted to take direct charge of service delivery. Here, local political constraints on
reaching poorer groups may be removed temporarily. But these situations remain the
exception and development assistance agencies supporting conventional development projects
have neither the staff nor the institutional framework in recipient countries to (for instance) set
up and run piped water supplies, schools or health care provision. They can fund, advise and
support local providers (and they often do). But official development assistance agencies are
limited in their capacity to use alternative local providers to the government system because
they still have to receive the approval of recipient governments. Although the general public
perception is that development assistance agencies can provide low-income groups with basic
services, their capacity to do so by themselves is very limited. Their capacity to support basic
service providers other than the official agencies of the recipient government (including
supporting low-income households direct or their community organizations) is also limited.
This dependence of official development assistance agencies on recipient government
institutions for implementation helps explain the growing interest among donor agencies in
improving the institutional capacity within recipient governments and, ultimately, during the
1990s, to improved 'governance’'.

2.6.3. Bypassing Government

Questions as to the capacity of official donor agencies or Third World governments to meet
the basic needs of poorer groups have encouraged an interest among donor agencies in the
current and potential role of private voluntary agencies (such as OXFAM) and non-
government organizations (for instance, church groups or non-profit associations based in the
Third World) as institutions through which development assistance can be channelled. Such
organizations may be able to by-pass local administrations and local political obstacles in
meeting basic needs. The justification for channelling development assistance through these
many and varied agencies expanded during the early 1980s because these were not seen as part
of 'government’, and then expanded further in the late 1980s and early 1990s with increasing
interest among development assistance agencies in ‘governance', and with non-government
actors within ‘civil society' being given a greater role. There is now a large and diverse
literature on the role of NGOs and Private Voluntary Organizations but most of this has been
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published since 1987.}

Many official government bilateral aid programmes steer a significant proportion of their aid
budgets through private voluntary organizations* located in their own nations - for instance
Oxfam, Christian Aid and Save the Children in the case of the UK government, Bilance
(formerly CEBEMO) and NOVIB on the part of the Netherlands government; MISEREOR
and EZE on the part of the German government. Chapter 6 will describe how the official
Swedish aid programme originally developed through government funding channelled through
Swedish Private Voluntary Organizations and how a considerable proportion of all Swedish
official aid still goes through these and through NGOs. Annual transfers from official donors
to private voluntary organizations totalled more than US$2.2 billion in the early 1990s
(OECD 1993). Some steer bilateral aid direct to Third World based NGOs - as was the case
in the international NGO Programme of the Canadian government's bilateral aid programme
during the 1980s. Various national offices of UNICEF have made considerable use of local
NGOs in their programmes while many World Bank projects have worked with local non-
government organizations in implementing basic needs projects and, on a few occasions, even
funded them directly (although obviously with the approval of the recipient government).’
Sida has also used local NGOs through which to channel funding and support to low-income
groups in urban areas of Latin America, and was instrumental in setting them up (Sevilla
1993, Stein 1996, Sida 1997). Certain Third World NGOs have also become well-known, as
large volumes of donor assistance are channelled through them rather than through the
government - for instance, BRAC and the Grameen Bank in Bangladesh.

Sandbrook (1982), Myrdal and Seers (1982) and Hayter and Watson (1985) are among several
authors who suggest that aid channelled through non-government organizations or private
voluntary organizations has more likelihood of meeting basic needs, since their officials are
less subject to diplomatic pressures and they can by-pass or at least limit the influence of
recipient governments. However, note is also made of the relatively small scale of most NGO
efforts. Despite the rapid expansion in the allocations by aid agencies to private voluntary
agencies and NGOs in recent years, the scale of aid flows channelled through these to
development projects (as opposed to emergency relief) is still not large enough to have a

3 See, for instance, Gordon Drabek 1987, Korten 1990, Clark 1991 and Edwards and Hume 1992 which
were among the earliest detailed discussions of the current and potential role of NGOs within
development assistance. It was only in 1991 that the World Bank published its own report on the World
Bank's cooperation with NGOs (Paul and Israel 1991).

* In this thesis, a distinction is made between private voluntary organizations which are primarily
private, charitable 'aid agencies' formed in countries in the North and generally having their
headquarters there, and non-government organizations which include all the organizations in Third
World countries that are not government agencies and that are involved in development initiatives.

$ One example is the funding provided to FUNDASAL, the El Salvador NGO for housing projects.
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significant impact on basic needs provision in most countries. It is also difficult to envisage
private voluntary organizations or non-government organizations replacing government
systems as the main providers of many basic services - for instance for education and health
care. In addition, while many NGOs may contribute to political mobilization and the
development of more participatory approaches within individual development projects, they
have little possibility of influencing political structures and the distribution of assets within
societies. Finally, there are also doubts as to whether many NGOs do operate in ways that
empower low-income groups; there is a growing literature pointing to the deficiencies within
many NGOs in terms of accountability, transparency and commitment to participation (see, for
instance, Anzorena and others 1998).

2.6.4 The Opponents of Basic Needs

A final group of authors whose views must be considered are those who see all basic needs
strategies as unlikely to succeed. Their criticisms often share considerable common ground
with those who support the ‘radical' view of basic needs, but also consider the very major
social and political obstacles to implementation (for instance, Sandbrook 1982, Wisner 1988,
much of Schaffer's work; and Seers and Myrdal 1982). Some of these criticisms are based
on a priori reasoning; others on the way that basic needs have been interpreted.

The core of these criticisms is that the concept of basic needs suffers from the same theoretical
and political problems as social democracy. It concentrates on the effects and the
consequences of the crisis rather than on the underlying causes (the economic and political
structures which generate and reproduce poverty and hunger in the Third World). It
recognizes inequality in terms of income and asset distribution rather than in terms of unequal
control over resources. It also sees the promotion of 'basic needs’ by donor agencies in the
1970s and early 1980s as a means of countering the growing demands from Third World
nations for a New International Economic Order (Seddon 1982).

Thus, the proponents of basic needs are seen as accepting the social democratic conception
that capitalist society can be reformed through judicious state intervention; this is regarded as
utopian because it fails to base itself on an adequate understanding of the economic and
political dynamics of the real world (ibid). The ‘conservative' proponents of basic needs see
growing poverty as a failure of development strategy rather than as a crisis in capitalism. The
Brandt Commission, which included within its recommendations a greater emphasis on basic
needs, was said to be looking for redistribution of income because the problem was identified
as under-consumption; Seddon suggests that the problem is over-production rather than under-
consumption. The West's response was to defend the interests of their national bourgeoisie
through protectionism and new patterns of foreign investment. Third World governments'
response was to defend the interests of their national bourgeoisies through demands for a New
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International Economic Order.

‘Other authors have also noted the way in which ‘priority to basic needs' has been used as an
‘add on' component to existing development policies and thus authoritarian governments can
claim to be 'basic needs' oriented in development programmes which do no more than give
'very minor concessions to poorer groups (Sandbrook 1982). The discussions of governments'
‘success’ in basic needs provision can also be abstracted from the abuse of human rights and
authoritarian government in general - as in, for instance, the discussion of Chile's 'successful’
social policy during the 1980s under the military dictatorship headed by Pinochet and in the
use of Indonesia as an example of a country where levels of poverty reduced considerably
before the onset of the crisis in July 1997. In countries such as these, and in China,
authoritarianism can even be legitimized for its good performance in meeting basic needs
(although only those basic needs within the 'conservative' or 'weak’ basic needs position).

‘Wood (1986) points out that *basic needs' has been widely used to describe minor adjustments
to the 'priority to growth' model used in the 1960s and converts what were originally radical
demands for international changes into demands for Third World governments to change
within their own domestic policy arena. Riddell (1987) judges the promotion of basic needs
to be a short-lived response to the failure of conventional development strategies in the 1950s
and 1960s but suggests that, by 1979, concern about a higher priority for basic needs had
disappeared, to be replaced by a new concern for rebuilding the engine of growth within Third
World economies. The main donor agencies turned their attention to structural adjustment as
a precondition for restarting growth.

2.7 Basic Needs versus Structural Change to the World System

A constant theme within the debates on basic needs is whether promoting 'a greater priority to
meeting basic needs' has been used to divert attention away from the inequalities within the
world market and the means through which these inequalities are reinforced and reproduced.
In the discussions which arose in the early 1970s as to the reasons for the failure of
conventional development strategies to bring benefits to poorer groups, some concentrated on
factors internal to Third World nations. Here, it was said to be the actions and policies of
Third World governments that were largely to blame for these failures. Other discussions
concentrated on the way in which the world economic system operated and suggested that the
failure of conventional development strategies was largely due to such factors as the
protectionist barriers around the internal markets of Western nations, the low prices paid by
the West for raw materials, and the fluctuations in the size and distribution of international

resource transfers, depending as they do on the fluctuating political will of the donor
governments.
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The promotion of basic needs strategies by Western governments and their aid agencies could
be judged as a diversionary tactic, with its explicit or implicit focus on the need to change
Third World governments' policies rather than reach agreement on structural changes to the
world system, to provide a higher and more stable economic base for countries in Africa, Asia
and Latin America. Up to the early 1980s, discussions on what was termed the ‘New
International Economic Order’ included recommendations for such structural change within
the world system - after which the term largely ceased to be used, as the debt crisis, the
neoliberal response to it through structural adjustment and the emphasis on market solutions
essentially removed this as an item on the international agenda of donor agencies. However,
some of the discussions on structural adjustment stress the underlying causes. Here, the key
issue is not so much the social impacts of structural adjustment but rather the social impacts of
the failure of Northern governments to resolve the debt crisis and so reduce the need for
adjustment (Woodward 1992a and 1992b).

Different authors offer very different interpretations as to the linkages between strategies to
meet basic needs and strategies to promote structural change within the world's economic
system. As noted already, Seddon (1982) considers that Western nations used ‘basic needs' as
a way of deflecting progress within international discussions to reach agreement on the
institutions and mechanisms needed for the New International Economic Order; Wood (1986)
also considers that the concept of giving priority to 'meeting basic needs’ helped to convert
what were originally radical demands for international changes into demands for changes by
Third World governments within their own domestic policy arena. In addition, he and others
note that development assistance agencies might use ‘priority to basic needs’ as a way of
discouraging industrial development and so inhibit Third World industries becoming more
effective competitors with Western industries.

Other authors have reached the opposite conclusion. Streeten et al. (1981) stress the possible
complementarity between the two, the increased capital and income flows from North to South
produced by the New International Economic Order providing more domestic resources for
use in meeting basic needs. They also comment that the acceptance of the New International
Economic Order derives much of its force from being part of a united effort to eradicate
poverty. In addition, a global commitment to meeting basic needs can only be construed as
likely to be effective within the context of structural changes to the world system to benefit
poorer nations since, otherwise, the benefits from international assistance for basic needs
would be threatened by the unreformed international order. For instance, it would be difficult
if not impossible for governments to sustain an effective health care service and provision for
piped water and sanitation if the whole economy were stagnant or in decline. In the
declaration of principles adopted by the ILO in 1976, a focus on meeting basic needs was said
to be a potent means of realising Third World demands for a restructuring of the world
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economy because of the self-reliance and autonomous self-sustained growth it opens up
(Sandbrook 1982). But more recently, there has been less discussion about the possibilities
for any country achieving a more autonomous self-sustained growth, although the question of
constraints on poor nations being able to achieve a prosperous economic base within an
increasingly globalized world has been raised (see, for instance, Korten 1995).

2.8 The Reformulation of 'Basic Needs' within the 1990s

Chapter 1 noted several authors who, during the 1980s, criticized development assistance for
failing to meet basic needs while also stressing the rights of low-income groups to protection
from ‘development projects’ or other external interests (see, for instance, Chambers 1983,
Max-Neef 1991, Friedmann and Rangan 1993). But during the 1990s, four additional factors
again helped to raise the issues that the basic needs debate helped to highlight during the
1970s - and these also prove important for justifying the focus of this thesis. The first was the
economic stagnation or decline that most nations in Africa and Latin America and many in
Asia experienced during the 1980s and early 1990s, and its impact on the scale and intensity
of poverty. The second was the widening of the discussions about the nature of poverty
which gave more emphasis to the extent to which inadequate or no provision of basic services
causes or contributes to poverty. The third was increased understanding of the health burden
and much increased work burden placed on households that lack access to basic services such
as piped water, provision for sanitation and health care. The fourth was the research that
concentrated on the needs and priorities of women, which highlighted how a lack of basic
services such as accessible water supplies, health care and, in urban areas, provision for the
removal of household and human wastes greatly increases the work-burden of the person
responsible within the household for household maintenance - which is usually women (and
girl children). Although this section does not seek to summarize the literature in these four
fields, it does seek to highlight the issues that are raised which are of relevance to the thesis.

On the first point, there is considerable documentation on the economic stagnation or decline
during the 1980s and/or early 1990s in virtually all countries in sub-Saharan Africa, most
countries in Latin America and many in Asia (see, for instance, World Bank 1990c, UNDP
1990, UNCHS 1996, Minujin 1995). The debate about the social impacts of structural
adjustment is woven into this, as virtually all countries in the South underwent some structural
adjustment, most of them with financial support from the World Bank (and with the
requirements for policy changes that this brought), and with such support provided almost
entirely to nations that had first undergone IMF supported stabilization programmes.

On the second point, there has been recognition that the scale of poverty has generally been
under-estimated and the range of deprivations for those living in poverty (especially the social
and health consequences of poverty) considerably underestimated (see, for instance, Chambers
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1994, Satterthwaite 1995, Wratten 1995, Moser 1995, Satterthwaite 1997a; also Pryer 1993,
Kanji 1995 and Latapf and de 1a Rocha 1995 for specific case studies). One theme in this work
is that people's access to basic services essential for a healthy life have not been considered by
most measurements of poverty, since most measurements of poverty are made on the basis of
income derived poverty-lines or poverty-lines based on nutritional status (see Tabatabai with
Fouad 1993). As Chambers (1994) notes, poverty had come to mean what was measured and

measurable and it missed many aspects of deprivation that were not directly or indirectly
associated with income.

Underlying this was an assumption that those with incomes that are above the official poverty
line can find (and afford) basic services and avoid other forms of deprivation. However, the
proportion of the urban population in the South lacking basic services such as access to safe
water supplies, and provision for sanitation and primary health care is considerably higher
than the proportion officially recognized as having below poverty line incomes (Cairncross,
Hardoy and Satterthwaite 1990, Satterthwaite 1995, UNCHS 1996, Satterthwaite 1997a) and
this may also be true in rural areas. This, in part, reflects the low priority given by
governments and development assistance agencies to basic needs provision; it is very difficult
for the inhabitants of any large settlement to organize for themselves a comprehensive piped
water supply and provision for sewers and drains, if the local authorities are unable to do so -
even if the inhabitants have the income to afford to pay the full costs of this provision, once
installed. It also reflects the fact that the income level at which poverty lines are set is often
too low in relation to the real cost of obtaining what might be termed ‘minimum adequate
quality’ housing with basic services in most urban areas, especially the largest or more
prosperous cities (ibid, Feres and Leon 1990). '

Discussions on the scale and nature of poverty were stimulated by the growing evidence in the
late 1980s and early 1990s of the large social costs and often increases in poverty in countries
that had undergone structural adjustment (Cornia, Jolly and Stewart 1987, Woodward 1992a
and 1992b, Stewart 1995). Stewart (1995) notes that for the first half of the 1980s, little
attention was paid to the plight of the poor and, while UNICEF drew attention to some early
indicators of negative trends, the World Bank and the IMF regarded the issue of poverty in
relation to adjustment as a domestic issue on which they had and should have little to
contribute (see also Cornia et al 1987). Moser, Herbert and Makonnen (1993) note how, in
the early years of the adjustment process, the economists believed that structural adjustment
would be a temporary phenomenon and assumed that economic growth would resume and in
so doing reduce poverty and temper some of the adverse effects. Stewart (1995) also notes
that, as the years passed, it became apparent that poverty was increasing sharply in a large
number of countries, social expenditures were being cut and there was a slow down in human
indicators with some worsening in a few cases. Eventually, both the IMF and the World Bank
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acknowledged the need to take into consideration the social consequences of adjustment.®

The UNICEF sponsored report entitled Adjustment with a Human Face (Cornia, Jolly and
Stewart 1987) notes that

"....to recognize that adjustment is necessary for dealing with severe economic
imbalances in an economy is not the same as accepting that all adjustment
policies are or have been equally adequate for ensuring adjustment to a more
growth oriented pattern of development in which the human needs of the
vulnerable will be protected in the short as well as the medium to long term.

Clearly many past adjustment policies have been inadequate in these respects"”
(Vol.1, page 6).

It also notes that "... adjustment was generally tackled without regard for its distributional or
poverty implications" (ibid, page 7).

Toye (1993) also notes this lack of concern within the Bank and the IMF for the distributional
aspects while Mosley, Harrigan and Toye (1991) note that:

"The 1980s has been a decade of preoccupation with the short term, during
which both the concern of the previous decade with distributive justice and the
more ancient wisdom that development does not happen without appropriate
levels of investment in human and material capital have been submerged by
pressure to ‘get the macroeconomic balances right first’" (page 303).

A discussion of the social impacts of the debt crisis and of structural adjustment that sought to
address its effects is particularly important in the discussion of basic needs in that, in a large
number of countries, there was either a deterioration in the provision of basic services such as
education and health care or a slow-down in expanding and improving provision (Cornia
1987a and 1987b, Woodward 1992a and 1992b, Moser, Herbert and Makonnen 1993).
Pinstrup-Andersen, Jaramillo and Stewart (1987) report that expenditure per capita on health
and education fell sharply in large numbers of countries in'Africa and Latin America in the
early 1980s, while growth rates decelerated almost everywhere - and with the (limited)
available evidence for the mid-1980s suggesting that even more countries experienced cuts. In
addition, in most countries, falling real incomes or loss of employment in large sections of the
population has made them less able to pay for basic services, with this problem further
exacerbated in many countries by the introduction of or increase in charges for certain basic
services (Woodward 1992b). But it is difficult to separate the impact of structural adjustment

¢ As early as 1982, the World Bank expressed a concern about designing structural adjustment
programmes that minimized the impact on the poorest and on programmes of basic needs and ‘*human-
resource development' and mentioned the need for mitigating the effects on the poor (World Bank

1982a) - but it was only several years later that the Bank's lending programme showed evidence of
acting on this.
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on this lack of progress in basic needs provision from the impact of the debt crisis or other
factors such as inadequacies in government structures (ibid, Moser, Herbert and Makonnen
1993). Pinstrup-Andersen, Jaramillo and Stewart (1987) describe how it is possible to delink
or limit the link between falling per capita GDP (or declining government revenue) and basic
education and health services, and how some countries managed to do this while others did
not or even had sharper declines in expenditures on basic services than in government
expenditures. They, and other chapters in Cornia, Jolly and Stewart (1987) highlight the ways
in which governments can limit the deterioration in incomes and services for the poor and
more vulnerable groups within structural adjustment in ways that need not involve high costs
or very substantial shifts in resources.

Woodward (1992b) considers in some detail the impact of the debt crisis, and of structural
adjustment on health and education services and concludes that:

"Despite the methodological problems involved, there is substantial evidence
that health and educational standards have declined more, or improved less in
adjusting and heavily indebted countries than elsewhere, at least in Africa
where the issue is most important. It cannot be shown conclusively that this
reflects a causal relationship between debt and adjustment on the one hand and
health and education on the other; but the evidence would certainly appear to
be consistent with this view" (pages 225-226).

He also notes that countries undertaking intensive structural adjustment "... have performed
substantially less well on education expenditure than non-adjusting countries” and that
although the evidence on health is more ambiguous, it "...points in the same direction" (page
226). "The result of reduced expenditure on public health and education services has been
both to reduce their availability and their quality” (page 227). Moser, Herbert and Makonnen
(1993) in their review of urban poverty within the context of structural adjustment note
various examples of the decline or deterioration in basic service provision. Woodward
(1992b) also notes how attempts by governments at more cost recovery in schools and health
care facilities (one of the recommended responses to declining public funding for them) may

cause poorer households to withdraw their children from school and make less use of health
facilities.

Chapter 4 will describe how the World Bank's public pronouncements with regard to poverty
changed during the late 1980s and early 1990s - and how this came to include an explicit
recognition that adjustment can have a serious short-term impact on the poor (World Bank
1987a, World Bank 1990c) and a more explicit support for basic needs. By 1993, the Bank
was publicly stating that the universal provision of basic services was a central part of poverty
reduction and its sectoral priorities were changing to reflect this.
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The recognition of the health burden imposed on individuals, households and communities
who lacked basic services was considerably enhanced by work by the World Bank and the
World Health Organization on the global burden of disease and its regional differences -
published in the 1993 World Development Report (World Bank 1993d). This helped to
highlight the scale of the health burden imposed on people who have inadequate provision for
water, sanitation and health care. There are also some empirical studies that reveal the very
large health burden faced by low-income groups in terms of work days lost to illness and
imjury and the dire economic consequences this brought in terms of increased debt and
increased under-nutrition for all family members (Pryer 1993). Most of these health costs
could have been prevented or much reduced at low cost by basic services (ibid). In the
absence of health care, not only are adults and children in low-income households sick more
often but the possibilities of a rapid recovery are much worse. In addition, low-income
households often face the most serious constraints in allowing one adult member to take time
off work to nurse sick or injured family members (WHO 1992).

The large volume of theoretical and empirical work published over the last two decades on
women's needs and priorities, and on reducing discrimination against women with respect to
access to employment, housing and basic services also helped to highlight the scale of unmet
basic needs. It also highlighted how a lack of provision for basic services generally impacts
most on women (or girl children) as they are generally the person(s) within a household
responsible for household tasks and child-rearing. Various studies on the impact of structural
adjustment showed the negative impact on women of a declining provision of basic services or
of increased service or living costs for which women were forced to take primary
responsibility (see, for instance, Moser, Herbert and Makonnen 1993, Kanji 1995).

Finally, there is the 'human development' literature which has more in common with 'basic’
needs' literature than it cares to mention. Although many of the proponents of ‘human
development' seek to distance themselves from the proponents of 'basic needs', there is
considerable common ground between the two. In addition, some of the most prominent
proponents of ‘basic needs’ in the 1970s were also the main proponents of ‘human
development' in the early 1990s, particularly Mahbub ul Haq who headed the team within the
United Nations Development Programme that developed the first Human Development Report

(UNDP 1990) and who also wrote widely on the importance of basic needs provision in the
1970s (ul Haq 1971, 1976).

This first Human Development Report stated that human development was defined as a
process of enlarging people's choice - the most critical ones being to lead a long and healthy
life, to be educated and to enjoy a decent standard of living (UNDP 1990). It also stressed the
importance of political freedom, guaranteed human rights and self-respect within human



development (ibid). It sought to distance itself from the 'basic needs' approach by
characterizing a concentration on basic needs as the provision of goods and services to
‘beneficiaries’ whilst human development stressed the issue of human choice and people as
'participants' rather than 'beneficiaries' (UNDP 1990, UNDP 1993). Another way in which
the proponents of human development sought to distance themselves from the basic needs
approach was by claiming that human development was also rooted in the theory of
entitlements and the notions of capabilities, drawn from the work of Amartya Sen (Desai
1991). Anand and Ravallion (1993) suggest that the basic needs approach was different
because it was centred on the provision of commodities rather than on the support of people's

capabilities to live a healthy life, avoid premature death and hunger, avoid illiteracy and enjoy
personal liberty and freedom.

The earlier discussion about basic needs makes apparent the considerable degree of common
ground between a greater priority to ‘human development' and to 'basic needs' as advocated
within the work of the ILO and the proponents of 'strong’ or ‘radical’ basic needs in the mid-
and late 1970s. Both are criticisms of an over-concentration on per capita income as the
primary measure of development. Both stress that people have a right to a healthy life,
education and a decent standard of living - as opposed to justifications for expenditures on
health and education being based on their utility for economic growth. Both stress
participation as a right. Important elements of Sen's recommendations that more attention be
paid to whether development enhances poor people's functionings (e.g. being adequately
nourished and in good health) and capabilities (having the capability of being well nourished
and escaping avoidable mortality and premature death) (Sen 1992) can also be found in some
of the work of earlier 'radical' basic needs proponents. Both 'basic needs' and 'human
development' proponents recommend a greater priority within development- assistance to
health care, education and other interventions which directly improve health. When the 1994
Human Development Report sought to assess the extent of aid agencies' commitment to
‘human development’, it simply measured the priority they gave to 'basic needs' in an analysis

similar to this thesis (UNDP 1994) although, as described in Chapter 3, its accuracy is in
doubt. '

The proponents of ‘human development' probably felt it important to distance themselves from
the ‘basic needs' literature, to increase the impact of what they were recommending. The
stress on the distinction between the constituents of wellbeing (such as health and freedom of
choice) and the determinants of wellbeing (health care, education, access to legal aid,
income....) (see Dasgupta and Weale 1992) was a reminder that the provision of basic needs is
ameans rather than the end itself, but this is also implicit in much of the literature on basic
needs. The means by which the proponents of human development recommended its
measurement also had precedents that had been recommended during the 1970s as a way of



47

reorienting the expenditures of governments and international agencies towards a greater
priority to basic needs.” What perhaps separates the 'basic needs' literature from ‘human
development' literature is the former's assumption that it will generally be government
agemncies that ensure basic services are met whereas the latter, in line with the debate about
governance and civil society, allows for a greater diversity of service providers, including
provision by community organizations and NGOs.

2.9 Some Conclusions

The demand that development agencies should give a higher priority to meeting basic needs
has had considerable importance in the debates about development assistance over the last four
decades - and continues to do so, although it is now more often phrased as promoting human
development or as poverty alleviation or poverty reduction rather than meeting basic needs.
The origin of this demand was largely the dissatisfaction with the results of development
strategies applied during the 1950s and 1960s. The demand that basic needs receive a higher
priority can also be seen as part of the demand during the 1970s that development assistance
distance itself from donors' commercial self-interests and their foreign policy priorities.
Although one justification for a donor agency's support for basic needs is to promote political
stability in important military or commercial allies, it was overwhelmingly on the basis that

development assistance was not meeting people's needs and not reducing poverty that it was
justified.

The fact that support for 'basic needs' was justified on such a moral basis helps explain why it
lost influence during the 1980s, with a move to the right in most governments elected to office
in the countries that were the largest sources of development assistance through bilateral aid
programmes and through contributions to multilateral agencies. Support for basic needs
projects is always likely to be reduced if donors' economic and political self-interest come to
have a greater influence on their aid programmes. In addition, support for ‘basic needs’
within aid programmes could be seen by these governments as exactly the kind of social
welfare expenditures that they were seeking to cut within their own domestic sphere. During
the 1970s, Western governments were more kindly disposed towards the moral basis for aid
and many authors also comment on the utility of a 'basic needs' approach to Western
governments in terms of justifying aid expenditures to their electorates (Beckerman 1977,
Streeten et al.1981,Sandbrook 1982, Seddon 1982). Many authors whose work concentrates
on aid rather than on basic needs also note this utility (Wood 1986, Fruhling 1986, Rondinelli
1987) while these and other authors also describe the changes made within aid agencies whose
explicit goals shifted towards including a greater priority to basic needs - see for instance

7 These include the "Physical Quality of Life" indicator recommended by the Overseas Development
Council in the late 1970s and other development indexes that precede this one - see McGillivray 1991.
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Mosley (1987) and Lappe (1981).

The move to the right in the governments of most donor countries during the 1980s often
meeant increased pressure on aid programmes to support domestic economic and political ends.
This, combined with the burgeoning debt crisis and the economic recession that affected much
oft the South, changed the discourse about development assistance and, as later chapters on the
World Bank and UNICEF will discuss, also the pressure from Western governments on the
muultilateral agencies they funded.

Three of the critical debates within the discussions of provision of basic needs were (and
remain) whether it is compatible with existing social and political structures within Third
World nations, whether it can meet its goal of rapidly reducing poverty and whether it is
compatible with the negotiations seeking a restructuring of the world system to support more
prosperity and economic stability amongst the poorest countries.

Some of the disagreements in the literature about these issues are likely to derive from the
motivations of different authors or institutions who write about basic needs. Certain authors,
notably the group working for or associated with the World Bank (perhaps most notably
Streeten et al. 1981 and Stewart 1985), are seeking to demonstrate to Third World
governments that there are benefits for them from a greater basic needs' orientation. This also
appears to be the intention of the International Labour Office through its publications and
conferences on basic needs. Other authors such as Wood (1986) write more as commentators
on what is taking place and why. Others - notably Seddon (1982), Sandbrook (1982) and
Wisner (1988) - seek to point out the obstacles to the implementation of basic needs,
especially the 'radical’ view of basic needs. Within this, Sandbrook (1982) and Wisner (1988)
seek to promote more effective government and aid agency actions towards basic needs while
Seddon (1982) concentrates on the flaws and inconsistencies of the concept and its application.
By implication, Seddon (1982) gives some support to the 'radical' view of basic needs even if
he might consider its implementation beyond the realms of possibility. His criticism of basic
needs focuses more on the changes that have been made in the interpretation from ‘radical’ to
‘conservative' than on opposition to their provision.

The division of authors between those who work independently of the development assistance
business and those who do not, helps to explain the differences between their positions.
Among the first group of authors, there is a concern to develop a systematic understanding of
the way that society operates as the basis for understanding whether basic needs are met. In
this instance, good performance on the part of a government in 'meeting basic needs' is not
easily measured in that it has to include criteria relating to the degree of citizen-determination
as to what are ‘'basic needs' and the means for their fulfilment. It also includes a concern with
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the distribution of assets within society (both within nations and internationally) with too great
a skew in this distribution considered as being incompatible with meeting basic needs. In this
sense, it aligns itself with an interest in relative poverty (i.e. with ‘poverty lines' that are
socially determined) rather than absolute poverty (see, for instance, Townsend 1993). In its
concern for understanding 'what is’, this camp is more positivist than normative - although
many authors from this camp draw from this analysis to make normative judgements.

Among the second group of authors, the concern is more normative in that ways are being
sought to increase basic needs provision. Here, there is an interest in defining criteria to
allow judgements to be made as to whether basic needs are being met, in using these criteria
to make such judgements, and in developing new policies which improve basic needs
performance according to the selected criteria. There is less concern with detailed analyses of
the societies into which basic needs policies are to be inserted and with societal questions such

as the existence of participatory political structures and representative governments, and the
distribution of assets.

Among the first group of authors, there is an obvious concern as to the kinds of political
structures that can ensure basic needs are met. Among the second, there is an assumption
that basic needs policies can be implemented within different kinds of society or political
structures. As noted earlier, within the conservative conception of basic needs, even
authoritarian regimes with no respect for human rights can be judged to perform well on basic
needs provision - as can governments committed to liberal capitalism. It is inevitable that
development assistance agencies' espousal of 'basic needs' falls within the second group of
authors. The nature of development assistance as a transfer of funds negotiated between an
official donor (bilateral or multilateral) and recipient-government can hardly include demands
by the donor for political reform and structural change that would threaten the recipient
government. In general, donors' disapproval of recipient-governments' political structure or
unequal asset distribution will manifest itself more in a refusal to provide development
assistance than in any attempt to force through political and structural changes judged to be
beneficial to a basic needs policy. Within the context of the 1980s, with the dominance of
neoliberalism, the demands and conditionalities attached by many donor agencies called for
economic structures that were more open to international market forces with less domestic
expenditure on social provision (including 'basic needs'). There were some parallels between
the goals of 'priority to economic growth' recommended by most donor agencies in the 1960s
and 'structural adjustment’ to provide a sounder footing for improved economic performance
in the long term of the 1980s, even if the terminology and the means of achieving this
(especially the role of the state) had changed.

There are important exceptions to this 'official donor to recipient government' framework for
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development assistance as in, for instance, the support of certain European aid agencies for
liberation struggles (which formed an important part of Sida's funding in sub-Saharan Africa
during the 1970s and 1980s) - but their share of total development assistance remained very
small. If we accept that official development assistance agencies generally have no choice but
to work with existing governments in the South (and thus existing power structures and
existing systems for the delivery of basic services), then the best basis from which judgements
can be made about a donor agency's commitment to basic needs is the priority given to what
are defined as 'basic needs' projects in its allocation of funds. This is the reason for my
choice of focus in this thesis. For agencies that have the freedom to choose which countries
they support (and this is not open to agencies such as the World Bank),® a second basis for
judgements about their commitment to basic needs would be the priority given to nations
whose governments are judged to be more 'pro basic needs'. I considered this as a possible
second measure to be applied to agencies which have procedures for choosing which countries
are eligible for aid but it was rejected because of the methodological problems as to how such
judgements can be made and measured - and made responsive to changes in the 'basic needs’
orientation of different governments within each country over time. In all three of the
agencies considered in detail in this thesis, the allocation of aid between countries is strongly
influenced by the per capita income of the countries - and thus it is the yardstick of the
relative wealth or poverty of the nation (measured in conventional economic terms through per
capita GNP) that influences whether it receives aid and the amount that it receives, rather than
the social orientation of the government. In the case of Sida, it is also influenced by the
political alignment of the recipient countries, as perceived by Swedish politicians - as will be
explained in more detail in Chapter 6.

I also considered an analysis of aid allocation by country from donors by the extent to which
their aid went to democratically elected governments - or governments judged by other criteria
to be participatory - and this would have addressed the suggestion of the radical basic needs
proponents that political participation should be seen as one central basic need. This was also
dropped because of the difficulties in making judgements of this nature about a large number
of countries, over a considerable period of time, when the political nature of each country's
government also changed. I did undertake an analysis of whether there was evidence of
increased aid flows to Latin American nations when they returned to democratic rule during
the 1980s - and found no evidence of the major aid agencies significantly increasing their aid
to such countries with the return to democracy (Satterthwaite 1990).

While accepting that the proportion of total funding allocated by a donor agency to basic

® However, there are procedures through which the World Bank does influence the allocation of its
concessional loans between nations - see Chapter 4
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needs has its limitations as a measure of that agency's broader commitment to ensuring that
basic needs are met (including rights and freedoms), it nonetheless remains important. The
first reason, as described earlier, is the extent to which the health burden and the work burden
for low-income households is much increased if certain basic needs are not met - for instance
a safe, sufficient and convenient supply of water, provision for sanitation and drainage, health
care and, in most urban settings, regular removal of household wastes. The second is the
importance for low-income groups of having access to education and of being able to read and
write. The third is that a strong commitment by a development assistance agency to basic
needs provision generally runs counter to a commitment to promote the exports and economic
interests of companies from the agency's own country or the countries of its main funders. It
is accepted that a development assistance agency's commitment to basic needs need not imply
a commitment to addressing the underlying economic and political causes of poverty or the
structural causes of most Third World nations' weak economic positions. But within the
limited options available to official development assistance agencies to address poverty within
assistance programmes that have to work with the existing political structures in recipient
nations, the extent of their funding commitment to basic needs remains an important criterion
for evaluating their commitment to poverty reduction.
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3. RESTATEMENT OF ISSUES, PROPOSED RESEARCH AND METHODOLOGY

3.1 The Main Hypotheses
The main objective of this thesis is to identify what constrains development assistance

agencies giving a higher priority to basic needs projects or other interventions designed to
ensure basic needs are met.

Two hypotheses are advanced and tested by the thesis.

a. Hypothesis 1. Development assistance agencies give a relatively low priority to what can be
termed basic needs projects or what more recently have come to be termed human
development oriented projects. This is generally at variance with the priorities stated in

official speeches and policy statements and often at variance with these agencies' official
statistics.

b. Hypothesis 2. One of the most serious constraints on placing an increased priority by these
same agencies to basic needs or human development oriented projects is the institutional
difficulties they face in funding such projects.

If this second hypothesis is correct, then different donor agencies may face comparable
institutional difficulties in implementing these kinds of projects, despite major differences
between them in, among other things, their ideological orientation, sectoral priorities, the
extent of their insulation from commercial or political pressures and the form in which
development assistance is provided. '

3.2 Testing these hypotheses ,

The testing of hypothesis 1 rests on a statistical analysis of the priority given by different
agencies to 'basic needs' projects. This analysis concentrates on the three agencies that are the
main focus of the thesis (UNICEF, Sida and the World Bank), although at the end of this
chapter, an analysis that includes other official development assistance agencies is presented,
to substantiate hypothesis 1 for a broader group of donor agencies.

Testing hypothesis 2 is more complicated in that it is not open to a statistical analysis. There
are also other hypotheses which could be advanced to explain a divergence between
development assistance agencies' policy statements giving a high priority to basic needs and
their actual commitments. From the review of literature on development assistance, four
alternative hypotheses could be put forward.
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The first is that commercial interests within donor-nations inhibit development assistance to
basic needs since such development assistance produces relatively few benefits for the
economy or businesses of the donor-nation. In particular, the sectoral priorities of a bilateral
development assistance agency may be strongly influenced by domestic vested interests within
its own country so that most development assistance would be for the export of capital or
consumer goods or services produced by enterprises in the donor-government's own nation or
to fund civil construction projects implemented in recipient nations by companies based within
the donor-government's country. The influence of commercial interests on multilateral
agencies such as UNICEF and the World Bank may be less direct, but as Chapters 4 and 5
will describe, commercial interests have an influence in both agencies. For the World Bank,
this is hardly surprising, given that it is the single largest source of funding for capital
projects among all the development assistance agencies.

A second alternative hypothesis is that development assistance agencies' sectoral priorities
may be much influenced by the donor-government's foreign policy concerns and that
development assistance for basic needs is not regarded as a high priority within the use of aid
for foreign policy goals. For instance, the heavy concentration of the U.S. government’s
bilateral aid in Israel and Egypt could mean that if basic needs were a low priority in aid
directed to these two nations, this would ensure a low priority to basic needs in the whole aid
programme. This second alternative hypothesis has most relevance for bilateral agencies, and
will be considered in detail in relation to Sida. It will also be considered for UNICEF and the
World Bank in terms of how the governments that are their main donors or most powerful
board members seek to influence which nations receive funds.

A third alternative hypothesis is that development assistance agencies' sectoral priorities are
largely determined by these agencies’ senior staff and/or the body that supervises them (for
instance UNICEF’s and the World Bank’s Executive Board or for Sida, the Swedish
Parliament) and that their judgement is that development assistance should concentrate on
what they would term ‘productive’ investments which exclude basic needs projects. In this
instance, a low priority to basic needs would be the result of conscious decisions made within
the agency or by the body to which it is answerable.

A fourth alternative hypothesis is that the main influence on development assistance agencies'
sectoral priorities are the recipient governments and their requests for development assistance
give a low priority to basic needs projects. This is an explanation commonly given by
development assistance agency officials, when questioned about a low priority to basic needs
within their agency. The research programme and publications of the World Bank that argue
that the low costs and high benefits of a 'basic needs’ strategy, which were discussed in
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Chapter 2 can be seen as a World Bank initiative to address this constraint on a higher priority
to basic needs. As Chapter 4 will document in more detail, the World Bank has long used its
own publications as ways of promoting a greater interest among recipient governments in
sectors or areas that the Bank regards as important.

If one or more of the alternative hypotheses prove to be the dominant influence on a low
priority to basic needs, then development assistance agencies' policy statements about 'giving
priority to basic needs' could be judged to be no more than public relations exercises to justify
development assistance allocations to the electorates of donor countries in the full knowledge
that these policy statements were not being implemented.

To test the validity of the hypothesis that one of the most serious constraints on an increased
priority by these same agencies to basic needs or human development oriented projects is the
institutional difficulties they face in funding such projects, the validity of these alternative
hypotheses will also have to be tested. Thus, drawing on the above, the factors which
influence any development assistance agency's sectoral priorities could be grouped under five
broad headings, two of which are internal to an agency and three of which relate to external
pressures. The two which are internal to the agency are:

a. Conscious decisions made by staff at the agency in regard to sectoral priorities; and

b. Sectoral biases created as a result of the institutional structure of the agency and the norms
and procedures by which it works.

The three which are external to the agency are:

c. The explicit and implicit influences from recipient governments in their negotiation with the
agency for funding;

d. Influences coming from the agency's Board of Directors, supervising ministry or committee
and the government (for bilateral agencies) and governments (for multilateral agencies) to
whom they are answerable;

e. Influences from other external forces - for instance citizen lobbies, NGOs or commercial
interests.

The main source of information about the relative strengths of these different influences and
how these changed over time came from interviews with staff from Sida, the World Bank and
UNICEF. This was supplemented with reviews of published literature and of internal
documents made available by staff from each of these agencies. Section 3.4 gives more details
as to the methodology in terms of the choice of agencies, the choice of who was interviewed
within them, the form the interviews took and the questions asked. Prior to this, 3.3 describes
the methodology for the quantitative analyses of the priority given by development assistance
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to basic needs, including describing the project database which was developed to permit the
quantitative analyses.

3.3 Methodology for the quantitative analysis

3.3.1 The Definition of "Basic Needs"”

As the review of the literature described, the authors who write about "basic needs" centred
approaches to development agree that such needs include the goods and services essential for
human life and health. This is also explicit in the United Nations Universal Declaration of
Human Rights. The disagreements in the literature on basic needs centre on what other items
should be included within "basic needs", especially whether they include economic and
political rights (to which all citizens have a claim) and the extent to which a government can
implement a basic needs strategy within a conventional "priority to economic growth" model.
Chapter 2 contrasted the 'conservative' approach and the 'radical’ approach to basic needs.
The conservative interpretation assumes that basic needs can be met within existing economic,
social and political structures by increased expenditure on basic needs projects and piecemeal
reform. The radical interpretation demands that a basic needs policy includes political rights
(including governments' adherence to certain civil rights) and their fulfilment implies
economic and social changes within Third World societies. Meeting basic needs in this
interpretation also implies, for most Third World nations, changes in political structure since
a basic needs oriented policy is seen to imply the participation of the people whose needs are
to be met in defining the policy and the setting up of institutions which facilitate popular

participation. In this radical interpretation, basic needs also requires some redistribution of
assets and income.

While an official development assistance agency might promote a radical interpretation of
basic needs in its publications, the institutional framework within which it works ensures that
it can generally only work within a conservative interpretation of basic needs. Official
development assistance institutions work with and through Third World governments. They
can only channel funds to Third World governments and to do so, agreement has to be
reached with each government as to the scale of funding and the uses to which it may be put.
The scale of funding, the terms under which it is provided and the sectoral priorities are a
result of agency-government negotiations, within the broader parameters set by the agency’s
structure. Although all official development assistance agencies have some channels through
which funding is provided direct to non-government organizations or community

organizations, most such funding is only possible if agreed to by the recipient government.

If official development assistance by its nature is the allocation of funds to recipient

governments, on whose use agreement must be reached with the recipient governments, it
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means that such assistance has limited possibilities of influencing changes in the political
structure of recipient governments and very little influence on the distribution of income and
assets within that nation. The development assistance agencies might choose to promote
greater popular participation within the projects they run, but they have a much more limited
possibility of promoting more participatory government structures. Certain bilateral
dewvelopment assistance agencies, by their size and the power of the government which
allocates them funds, can influence the policies of recipient governments but these are
primarily in regard to the perceived self interest of the donor government (or businesses
within the nation of that government). Similarly, certain multilateral development finance
institutions demand that recipient governments follow certain policies - as in the case of
member governments of the World Bank Group having also to be members of the
International Monetary Fund and, as Chapter 4 will describe, in the growth of conditionality
within many World Bank loans and credits. But here too, the policy influence is not towards
the "radical” basic needs position and in most instances it could be judged to be in opposition
to a basic needs approach.!

Thus, it is the performance of governments that can be judged in terms of ‘strong' and ‘weak'
basic needs orientations, not official development assistance agencies. The analysis of the
priority given by a development assistance agency to basic needs must centre on the extent to
which the funding it makes available to recipient governments is allocated to 'basic needs’ -
i.e. the provision of goods and services essential for human life and health.

In such an analysis, the term "basic needs" is taken to include all development assistance
spending with the explicit intention of meeting essential human consumption requirements - ie
sufficient calorie, protein, vitamin and mineral intake, safe and sufficient supplies of water,
sanitation and environmental health (including primary health care) and basic education. It
also includes support for improving housing that is targeted towards those living in poor
quality housing. These are the underlying and intermediary factors which are stressed in
recent World Health Organization documents as being essential to health (see for instance
WHO 1989 and WHO 1992). In this context, "basic needs projects" can be understood as
those projects with a direct impact on the improvement of people's housing and living
conditions, health and access to the services and facilities essential for health and well-being.

As such, they could also be understood to include all projects with an explicit intention to
alleviate poverty.

! There are a few recent examples which are exceptions to this - where World Bank
conditionality on structural or sector adjustment loans or credits included pro basic needs
conditions, such as shifting the priority within health or education expenditures by the
recipient government towards primary level services (see Chapter 4 for more details).



57

For the analysis, expenditures by a development assistance agency on "basic needs" are
classified under five sub-headings:

1. Shelter

2. Water, Sanitation and Household Waste services

3. Primary Health Care
4. Basic Education
5

. Other Community Level Initiatives

Since what might be termed a "basic income" is the most common means by which urban
inhabitants and most rural landless labourers acquire the possibility of meeting most basic
consumption needs, initially, the analysis also included a separate category on "employment
and basic incomes”. This was excluded, after a preliminary analysis of the expenditures of
several development assistance agencies because such a small proportion of their expenditures
had as a principal objective increased incomes for those who lack the income to ensure their
basic needs are met. The few such projects which have received support are classified within
"Other Community Level Initiatives" - and Chapter 4 will include more details of the World
Bank's interest in social employment programmes.

I would also have liked to widen my coverage to include within a sixth category all projects
that sought to reach those with below poverty line incomes with higher incomes - for instance
the World Bank's extensive support for ‘small holder' agriculture and various agencies'
support for informal sector enterprises. This was not done because it proved impossible to
determine which agricultural or other productive projects were targeted to poor groups. A
review of the World Bank's descriptions for many of its projects to support ‘small-holder’
agriculture shows that criteria used for defining what are ‘small holders' or ‘small farmers'
mean the inclusion of many farmers with land holdings too large for them to be considered as
among the 'poor’. This is also a criticism levelled at the Bank by other external commentators
(see for instance Caufield 1997).

Development assistance agencies do not report on the proportion of their expenditures which
are allocated to basic needs projects as defined above. Most development assistance agencies
publish little detailed information on the sectoral distribution of loan or grant commitments.
When reporting on their sectoral priorities, the sectors or project categories they use are too
aggregated to provide an accurate picture of the priority given to different kinds of project or
to allow the separation of "basic needs" expenditures from non-basic needs expenditures. For
instance, during the 1980s, the annual reports on British Overseas Aid, in presenting
information on sectoral priorities for project expenditures, had a category called
'Environmental Amenities' which included water supply, sanitation, urban and industrial
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development projects (Overseas Development Administration, 1985, 1986, 1987, 1988).
Since there is no disaggregation between these different kinds of projects, it is not possible to
determine how much was spent on "water supply” as distinct from "urban and industrial
development”. It is also not possible to disaggregate expenditures within this broad sectoral
category into those which could be classified as basic needs and those which are not. The
Asian Development Bank (AsDB) often uses a category called "social infrastructure” to report
on its sectoral priorities and this includes all projects for water supply, sanitation, health and
education (see for instance Asian Development Bank 1985, 1986, 1988, 1989, 1991). Here
too, it is impossible to separate basic needs from non basic needs expenditures - for instance
to separate basic needs oriented water supply projects from those with no basic needs
orientation (such as the construction of reservoirs primarily to improve water supplies to
industry) or to separate expenditures within education between basic needs (for instance
primary education and literacy programmes) and non-basic needs (such as university
facilities). Many of the AsDB’s annual reports provide a more disaggregated sectoral
analysis, presenting the proportion of total commitments made to ‘education’, ‘health and
population’ and ‘water supply and sanitation’, but these still do not allow the separation of
‘basic needs’ from ‘non basic needs’ projects. The World Bank’s annual reports provide a
more disaggregated picture of its sectoral priorities than most other donor agencies - but the
categories still remain too aggregated to be able to determine the relative priority given to
basic needs. For instance, it reports on the priority within total funding commitments to
"population, health and nutrition" but this includes support for primary health care and for
curative-focused tertiary hospitals. Similarly, it reports on the proportion of total funding
going to education, but this includes support for secondary and tertiary education, research
and curriculum reform, as well as primary and basic education. The Bank does not report its
commitments to urban projects targeted to low income groups for integrated community
development or slum and squatter upgrading separated from its overall support for ‘urban
development’, so it is not possible to gauge from its official statistics the proportion of its
funding for urban development that goes to basic needs. Sida also uses similar categories to
report on its sectoral priorities and as Chapter 6 will describe, these are too aggregated to
permit any estimate as to the proportion going to basic needs.

Other agencies use categories such as ‘Social infrastructure' or 'Urbanization' into which
many different kinds of projects are grouped. The fact that development assistance agencies
use such broad categories makes it difficult (if not impossible) to assess from their own
statistics how much development assistance is allocated to specific project areas or to specific
types of project like "basic needs” projects. In addition, the fact that each agency uses its own
sectoral categories in reporting on its sectoral priorities prevents accurate inter-agency
comparisons. While the OECD Development Assistance Committee has sought to improve
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the detail and accuracy of statistics on different aid agencies' sectoral priorities to allow inter-
agency comparisons to be made, it also uses highly aggregated and imprecise categories such

as ‘planning and public administration’, ‘water supply and other’ and ‘education’ (OECD
1994).

To obtain a detailed picture of the priority given by any development assistance agency to
basic needs, three steps have to be followed:

1. To define precisely what are considered to be "basic needs" expenditures;

2. To review all the individual project expenditures of a particular development assistance
agency to allow the identification of those which, according to the definition in 1. above can
be classified as "basic needs"; and

3. From 2. above, to calculate the proportion of total commitments which are committed to
"basic needs”.

The five sub-headings which are to be used in my thesis’s analysis of different kinds of basic
needs projects were listed earlier. Below is given a more detailed definition of the kinds of
expenditures which the analysis will consider as "basic needs”.

1. SHELTER: Basic needs projects in this category include all expenditures targeted at low
income groups which: directly improve people's shelter and living conditions (for instance
upgrading projects); provide people with the land or finance to allow them to do so
themselves; and offer people more secure, affordable options for accommodation than their
current accommodation (whether rented or for their own ownership). Thus, this category
includes expenditures on projects or programmes for slum and squatter upgrading, site and
service schemes, core house and low cost housing projects and community development
projects which have shelter construction or improvement as their main focus. They include
projects to produce the materials, fixtures or fittings needed for low cost housing or for the
improvement of existing, inadequate quality housing. They also include loan or credit
schemes which seek to provide households with the funds to build, improve or extend their
own housing. Projects within this broad category of 'Shelter' are coded according to these
different types of project to allow an analysis as to the kinds of Shelter project which receives
priority from any agency. Annex 1 contains details of the nine different kinds of shelter
project used in the analysis.

2. WATER, SANITATION AND HOUSEHOLD WASTE SERVICES: Expenditures on basic
needs in this category include all forms of investment to remove faecal matter from the living

~ environment and all investments in water supply which improve standards for households or
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expand the number of households served. They also include projects to provide or improve
storm and surface water drainage in residential areas - not least because many low income
communities have no sewers and storm and surface water drains are de facto sewers
(Cairncross and Ouano, 1990). They also include projects on garbage collection and disposal
where the focus is provision or improvement of services to residential areas. Note should be
made that this category does not include all water projects but only those which include as a
main goal reaching people with better water provision. Projects which increased the supply of
water to a city (eg through the construction of a reservoir) and contained no component to
extend this increase in supply to households would not be classified as basic needs projects.
Projects which only increase supply do not in themselves guarantee an improvement in
services to households or an expansion in the number of households served.

3. PRIMARY HEALTH CARE: Basic needs projects in this category include those for the
various components of a comprehensive primary health care system other than those included
under water and sanitation. Thus, they include projects for health care services, immunization
and health education and nutrition projects aiming to reach groups identified as malnourished
or vulnerable to malnutrition with improved diet. This category does not include projects to
build or extend hospitals except where such hospitals are servicing the level of first referral
and part of a wider project oriented to primary health care.

4. BASIC EDUCATION: Basic needs projects in this category include all projects to provide
or improve primary education and literacy and what might be termed basic education. It does
not include projects for secondary or higher education or vocational education.

5. OTHER COMMUNITY LEVEL INITIATIVES: Basic needs projects in this category
include all projects which aim to meet basic needs but do not fall under the previous four
categories. It includes electrification projects where the project focus is on provision to
residential areas; it does not include projects for power stations or for national or regional
grid systems. It includes projects on employment and income generation where the focus is
on reaching those with inadequate or no incomes. In many development assistance agencies,
the most common kind of project within this category are multi-sectoral projects which are
termed ‘Integrated Community Development' projects and these contain components from the
different basic needs categories outlined above. For instance, one project in a squatter
settlement may have project components for water, sanitation, garbage disposal, primary
health care, housing tenure regularization and building material production. This cannot be
classified according to the categories 1-4 above so such projects are categorized as "Integrated
Community Development". Also within this category are projects aiming to ameliorate the
social impact of structural adjustment through expanded or improved social service provision
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and job creation.

Where a project had a major component for basic needs, but was not all for basic needs, it
was classified as a basic needs project. For instance, many education projects include support
for primary and secondary education and these were classified as basic needs projects. Annex

1 contains more details of how each basic needs project was classified.

3.3.2 Information sources for the project database and the quantitative analysis

For Sida, the World Bank and a range of other development agencies, a review was made of
all project commitments over a number of years, and from this, those projects which fell
within the above ‘basic needs’ categories were identified. Details of each of these projects
was then entered into a computer database. Box 3.1 below gives an example of the
information introduced into this database about one particular basic needs project.

Box 3.1: An example of the data included about each basic needs project in the database

DONOR: IBRD
DATE: 95
RECIPIENT NATION: Mexico
REGION: Latin America

AMOUNT: 500.00 (US$m) Total project cost: 1,095.00 (US$m)
CONSTANT VALUE: 434.78 (US$m 1990)

CONDITIONS: commercial loan - IBRD
COFINANCERS:
"NATIONAL COUNTERPART:
COUNTERPART FUNDING: 595.0 (US$m) DONOR CODE: WB9534

PROJECT NAME: Second Decentralization and Regional Development Project

This loan will support investments in rural areas in basic social and economic
infrastructure, eg. provide potable water to small localities, rehabilitate and maintain
roads, and support income-generating projects. About 10 million people are to benefit.
Indigenous communities and women's groups targeted by pilot income generating
components. This is concentrated in eight of the poorest states in Mexico

BANK CLASSIFICATION: Public sector management
LOCATION: Rural
PURPOSES: RURAL SOCIAL AND ECONOMIC INFRASTRUCTURE
Project category: 151

SOURCES: World Bank, Annual Report 1995, Washington DC, 224 pages; World Bank
(1996), Poverty Reduction and the World Bank: Progress and Challenges in the 1990s,
Washington DC, 140 pages

The value of each project commitment was entered for the year in which it was made, and this
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was then converted into US$ constant at its 1990 value - so comparisons of the scale of

commitments to basic needs or to any particular aspect of basic needs over time remained
valid.

For the World Bank, the review of all project commitments covered the years 1970 to 1996.
Each year, the Bank publishes a full list of all its project and other commitments in its Annual
Report - and this list also includes short descriptions of each project. Additional data about
the scope and focus of each project can also be drawn from other sources - and this proved
necessary, where there was too little detail in the description of a project in the Bank's annual
report to permit its classification as a basic needs or non basic needs project. The World
Bank made commitments to over 800 ‘basic needs’ projects during these 27 years, and details
of each of these were entered into the computer database. This provided the basis for the
analysis of the Bank’s commitments to basic needs in Chapter 4. To provide a broader context
for this analysis, details of the Bank’s commitments to East and Central European Nations, to
sectoral and structural adjustment and to other sectors were also entered into this database, as
described in Chapter 4, so it was possible to review changes in the Bank's sectoral priorities
other than those related to basic needs for this period.

For Sida, it was not possible to cover a comparable time period, nor to cover all Sida's
project commitments. What was available was a complete set of 241 project agreements that
Sida had made with the countries which are the principal recipients of Swedish bilateral aid
between 1979 and 1989. Details of each of these project agreements was entered into the
computer database, which also allowed not only an analysis of the priority to basic needs but
also of other sectoral priorities for these years.

For UNICEEF, it was not possible to follow the same method for analyzing its sectoral
priorities, since UNICEF does not publish details of all its project commitments. However, it
was possible to obtain detailed information on UNICEF's sectoral priorities, drawing on

official UNICEEF statistics, many of them unpublished, that UNICEF headquarters made
available.? |

Table 3.1 was prepared, using the methodology described above, to include not only the
World Bank, Sida and UNICEF, but also other donor agencies for which it was possible to
obtain details of all their project and other commitments over a number of years. This
quantitative analysis of a development assistance agency's priority to basic needs is only
possible when a donor agency makes available information on each of its project or
programme expenditures. Such information must be sufficiently detailed in regard to what the

2 The author returned an initial draft of this quantitative analysis to UNICEF in 1991, to
ensure its accuracy. UNICEF subsequently requested permission to publish this within a UNICEF
publication Reaching Summit Goals in Urban Areas: New Means and New Partnerships - David
Satterthwaite and Diana Mitlin, Urban Examples Volume 18, UNICEF, New York, October 1992.
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funding is to be used for to allow a judgement to be made as to whether it falls within one of
the basic needs categories defined above. For each of the agencies listed in Table 3.1, a
review was made of all their project commitments with details of all those that met the criteria
presented above as ‘basic needs’ introduced into a computer database. For most of the
agencies, this analysis covered the years 1980 to 1993.

This table highlights the relatively low priority that most of the agencies listed gave to basic
needs. For the multilateral development banks, the analysis separates their concessional loans
(their 'aid") from non concessional loans, to see if there are significant differences in the
priority given to basic needs. The Table shows how only in two instances - the soft loans of
the Inter-American Development Bank and UNICEF - did commitments to basic needs
projects or programmes account for 20 or more percent of all commitments. For the Asian
and Caribbean Development Banks, less than 10 percent of their soft loans and their non-
concessional loans went to basic needs. The same is true for the Inter-American Development
Bank's non-concessional loans and for the Overseas Economic Cooperation Fund - the main
channel of funding for Japanese bilateral aid (although the analysis for this agency only
covered 1987 to 1991).

Table 3.1 includes only two bilateral agencies, Sida and OECF, because no complete list of all
project and other commitments with descriptions about the purpose of each commitment was
found for other bilateral agencies over a number of years. The only other data source found
on bilateral agencies’ sectoral priorities was from the publications of the OECD's
Development Assistance Committee. The author visited the statistical division of this
Committee and this confirmed that the information given by the bilateral aid programmes that
are members of this committee about their commitments lacked the detail to permit this
Committee to publish comparisons of the bilateral agencies' commitments to basic needs.
However, the limited statistics on bilateral aid programme's sectoral priorities published by
this Committee in its annual review of development cooperation and in its other publications
do confirm the low priority to health care and to water supply from most bilateral agencies
(OECD 1989, 1990, 1991, 1992, 1994, 1995).

3 The head of the statistical division, at the time of this visit, was very helpful in suggesting
improvements to the design of the computer database used for the quantitative analysis.



TABLE 3.1;: THE PRIORITY GIVEN TO BASIC NEEDS BY A RANGE OF AGENCIES, 1980-93

Total Percent of total project commitments
funding Percent of total
AGENCY (Uss SHELTER WATER AND PRIMARY BASIC POVERTY commitments to
billion) | RELATED SANITATION HEALTH EDUCN REDN & Basic needs
CARE JOBS 1980-93
AID (CONCESSIONAL LOANS OR GRANTS)
International Development Association
** Africa 27.9 1.2 3.6 2.7 4.3 1.9 13.9
** Asia 38.6 1.3 5.5 5.3 2.7 1.4 16.3
** Latin America & Caribbean 1.9 1.4 3.8 3.5 1.8 7.6 18.2
African Development Bank 10.2 0.4 7.3 2.7 4.3 1.3 16.1
Asian Development Fund 14.3 1.0 4.4 1.6 1.7 0.3 8.9
Inter-American Development Bank 6.5 3.4 18.0 1.4 3.1 1.3 33.0
Caribbean Development Bank 0.7 1.2 4.1 - - 0.5 6.1
UNICEF 6.6 0.0 13.7 33.5 7.9 - 55.1
Sida (1979-89)* c.6.0 0.1 4.9 6.4 5.9 0.1 17.4
Overseas Economic Cooperation 36.5 0.9 3.8 - 0.4 5.4
Fund, Japan (1987-91)
NON CONCESSIONAL LOANS
International Bank for Reconstruction
and Development (IBRD)
** Africa 29.6 3.3 8.0 1.2 0.9 0.1 13.7
** Asia 90.6 2.2 3.3 0.9 0.9 0.04 7.3
** Latin America & Caribbean 68.7 3.8 5.1 1.6 2.1 0.0 12.7
African Development Bank 17.6 0.1 9.0 0.4 1.6 0.4 11.6
Asian Development Bank 30.9 1.2 4.5 1.0 - - 6.8
Inter-American Development Bank 41.7 2.1 6.3 0.3 0.3 0.6 9.6
Caribbean Development Bank 0.5 1.0 6.7 0.0 0.0 0.0 7.7

NB. Shelter projects include slum and squatter upgrading, serviced site schemes, core housing schemes and community development projects which include housing improvement, These funding flows
only apply to commitments to countries in the South - for instance, they do not include World Bank commitments to East and Southern European nations. Water and sanitation are part of Primary Health
Care so the column headed Primary Health Care includes all its components other than water and sanitation. Basic education is taken to include primary education, literacy programmes and basic
education programmes. UNICEF figures are for disbursements, not commitments so they are not directly comparable; they are included here to give an idea of the scale and relative importance of UNICEF
funding in this project category. The disbursements for basic health care include support for child health and nutrition and for child and family basic health services. The funding totals noted above
including funding for both rural and urban projects. For the totals reported here for water supply, sanitation and drainage, these only included projects whose main focus was delivering or improving
these for human use. For Sida, the analysis is for 241 project agreements reached with its programme countries between 1979 and 1989 (see chapter 6 for more details)
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3.3.3 Other quantitative analyses of donor agencies' sectoral priorities

The idea of undertaking an analysis of development assistance agencies' sectoral priorities
based on a review of all their individual project commitments was first suggested by the
director of the research programme in which I work - see Donelson and Hardoy (1977). After
the first UN Conference on Human Settlements in Vancouver in 1976, the research
programme where I work received support from the Canadian Government to monitor whether
Third World governments and development assistance agencies would respond to the
Recommendations for National Action that had been formally endorsed at this Conference. I
worked primarily on reviewing changes in the responses of Third World governments, as part
of a larger research programme (the findings of which were published in Hardoy and
Satterthwaite 1981). To monitor changes in development assistance agencies’ priorities, the
(then) Director of the research programme, Jorge E. Hardoy, suggested that this be done by
reviewing all their project commitments and using this as the basis for analyzing changes in
the priorities they gave to different kinds of project. This initial analysis did not concentrate
on basic needs projects but on projects with a 'direct’, 'less direct' and 'indirect impact on
human settlements (Donelson and Hardoy 1977, Hardoy and Schkolnik 1978). Together with
my colleagues, I subsequently developed this analysis with the findings published in Blitzer,
Hardoy and Satterthwaite (1983). I then used this basic method of analyzing sectoral

priorities to develop a computer database to allow a more detailed examination of changes in
priorities and to re-orient the classification of projects towards an analysis of basic needs.

Two other instances were found of comparable analyses. The first was the database developed
by the World Health Organization (WHO) which sought to track the scale and nature of donor
funding for water supply and sanitation during the 1980s, after this had been designated by the
UN General Assembly as the International Drinking Water Supply and Sanitation Decade.
This database also contained details of all project commitments by a wide range of donor
agencies, but restricted to water and sanitation. I was in close contact with the staff from the
World Health Organization responsible for this database, and data from the WHO database
was used to verify the accuracy of my database for water and sanitation. WHO no longer
maintains this database, due to funding problems.

The second example of what appears to be a comparable analysis was a table published in the
1994 Human Development Report (UNDP 1994), and technical notes which recommended a
new aid reporting system which included a disaggregation of donor agencies' sectoral
priorities that was similar to the one used in this thesis. For instance, this Report
recommended that statistics be made available about the proportion of each donor's funding
that is allocated to ‘human development priorities’ which are:

"Primary health care (including family planning)

Basic education

Low-cost rural and peri-urban water and sanitation

Nutrition support



Total aid to social sector" (ibid, page 109).

This report also recommended that the OECD Development Assistance Committee be the
organization best able to take the lead in providing such statistics.

This 1994 Human Development Report also published a table which included the proportion of
various multilateral agencies' commitments that were allocated to "ODA for human priorities"
with human priorities said to include "basic education, primary health care, safe drinking
water, adequate sanitation, family planning and nutrition programmes" (see Table 4.5, page
74) for 1989/91, which one assumes was based on an analysis of all project commitments,
similar to the one undertaken in this thesis. However, some of the figures in this Table were
clearly inaccurate - for instance, the African Development Bank/African Development Fund
was said to commit only 4.1 percent of its funding to "human priorities” for 1989 to 1991, yet
during these three years, the allocation just to safe drinking water and adequate sanitation
which were mentioned as part of 'human priorities’ was more than 4.1 percent (see the annual
reports of the African Development Bank Group for 1989 to 1992). The figures given for the
‘World Bank's priority to 'human priorities' also appeared too low. Contact was made with
UNDP staff responsible for preparing this report to seek to establish the reasons for these
disparities, but no response from UNDP was forthcoming. However, UNDP has not included
this or any comparable table in later editions of the Human Development Report.

3.4 Methodology for the qualitative analysis

3.4.1 Choice of agencies

If it is the structure of development assistance agencies that is a major constraint on ensuring a
high priority to basic needs, rather than conscious policy decisions or external influences, then
comparable structural constraints might be apparent in different agencies. For the second
aspect of the research, the interviews with staff from selected agencies and the review of
internal agency documents (where possible), I chose official development assistance agencies
that were as diverse as possible. However, the choice of agencies was also influenced by
those that would permit an outsider to interview a sample of their staff, to choose who to

interview and (if possible) to gain access to internal documents that related to the agency's
sectoral priorities.

Initially, four agencies were selected: two multilateral agencies, and two bilateral agencies.
The reason for choosing two of each is because multilateral agencies should be more insulated
from commercial pressures than bilateral agencies and also less influenced by the foreign
policy priorities of donor governments. For the multilateral agencies, the World Bank and
UNICEF were chosen, because they represent contrasting approaches and structures. The first
is the single largest development assistance agency in the world and it operates as a bank,
providing loans, within a highly centralized structure with most of its staff in its headquarters
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in the United States. The second is a grant-giving institution with a highly decentralized
structure, with most of its staff in offices in recipient countries. The World Bank has a broad
remit in what it can fund whereas UNICEF has a narrow remit, since its work has to focus
specifically on the unmet needs of children (and their parents). UNICEF also has the
institutional legacy of an agency that was originally set up as a relief agency, not a
development agency. As Chapters 4 and 5 will make clear, these are among the many aspects
in which UNICEEF and the World Bank differ and by many criteria, these two agencies
represent opposite ends of the spectrum in regard to multilateral agencies. It is also notable
that UNICEF was the official donor agency that was most critical of the World Bank, during
the 1980s (see for instance Cornia, Jolly and Stewart 1987).

I originally planned to consider two bilateral agencies that also had contrasting approaches,
institutional histories and structures - the Swedish government's and the UK's government's
main bilateral aid agencies. The first, the Swedish International Development Cooperation
Agency (previously the Swedish International Development Authority) was a relatively new
agency in a country with no colonial empire and, at the time of the research, a long-
established social-democratic government and a commitment within the government to
separating the aid programme from Swedish commercial interests. The second, what was then
the Overseas Development Administration (now the Department for International
Development) is one of the oldest bilateral agencies which evolved out of a colonial office and
whose funding is heavily concentrated on the country's former colonies; at the time of the
research, this was also an agency that had been changed under a Conservative government to
make it more oriented towards the promotion of UK commercial interests. However, in the
case of the Overseas Development Administration, permission to interview a sample of the
agency's staff was refused.* Initial attempts to obtain a complete list of all this agency's
project commitments over an extended period also proved problematic. Since the research
depended on the possibility of interviewing a diverse selection of staff from the agency and on
being able to choose who was to be interviewed, the research on this agency could not
proceed. The difficulty in getting complete information about all their commitments also
limited the scope for the quantitative analysis. Initial enquiries were made regarding the
possibility of replacing the Overseas Development Administration with another bilateral
agency with a relatively commercial orientation and a colonial background but initial
approaches to such agencies suggested that there was little possibility of being permitted to
interview a sample of staff, to choose this sample and to be provided access to internal

documents.

* The justification for this refusal was that this agency had a clear policy and as such,
interviews with different staff members were not necessary, since all would report on this
same policy.
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For UNICEF, Sida and the World Bank, the author was provided with permission to
interview their staff, freedom to choose who should be interviewed and access to some
internal documents that related to these agencies' sectoral priorities. Each agency also
allowed for the use of an office within their buildings, so contacts would be made more easily
with agency staff, and the notes from interviews written up immediately after each interview.
For Sida and UNICEF, obtaining this access proved unproblematic and in both agencies,
senior staff members welcomed the research. For the World Bank, it took two years to

negotiate such access.’

3.4.2 Information Sources

The main source of information regarding the internal and external influences on the priority
given to basic needs by any donor agency came from interviews with staff members of the
World Bank, UNICEF and Sida. Semi-structured interviews were held with a purposive
sample of staff members which concentrated on questions in regard to what the interviewees
saw as the main constraints on increasing their agency’s funding to basic needs projects.
These questions were prepared, after an initial analysis of each agency’s sectoral priorities, so
that information from this analysis could be included within the questions. The information
from the interviews was supplemented by a review of each agency’s official documents and a
review of internal documents made available by the staff of each agency. For instance, for the
World Bank, internal documents made available by staff of the Bank’s Operations Evaluations
Unit which acts as the main review process on project and/or loan performance, within the
Bank were especially helpful. UNICEF and Sida staff also made available many internal

documents.

For the semi-structured interviews, each lasted for between 40 minutes and one and a half
hours. Annex 2 lists the range of questions asked for each agency, although the range of
questions was adjusted to each individual interviewee to concentrate on their particular area of
responsibility and knowledge.

The decision was made to concentrate on a relatively small sample of staff from each agency
in terms of people interviewed but to seek to go into considerable depth for each interview.
Although the size of the sample for each agency - 29 at the World Bank, 24 at UNICEF, 25 at
Sida - means that no claim can be made regarding a representative sample of all staff within
each agency, the selection of interviewees was undertaken to ensure that opinions were drawn

from a diversity of staff - in terms of seniority, sectoral responsibility, professional training

S At first, permission was granted, but the person who provided permission changed jobs, and
his successor initially refused permission. Subsequently, he agreed to allow the research and since
doing so, has been very supportive of the work.
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and geographic responsibility and a balance between those involved in operations (ie in
negotiating, implementing and monitoring funding), research and evaluation. Annex 3 lists the
persons interviewed, and gives details of their rank and their department, at the time of the

interviews.

The selection process for interviewees within each agency began by reviewing each agency’s
organization chart at the time of the interviews. For instance for the World Bank, when the
interviews were undertaken, the Bank was organized into sixteen offices: the office of the
President; fourteen offices each headed by a vice president; and the Operations Evaluation
office headed by a director general. Of the fourteen offices headed by a vice president, six
were geographic offices and these were responsible for the Bank's main business - providing
loans to member governments and thus taking responsibility for negotiations with potential
recipient governments, developing and appraising projects (or loans for specific sectors) and
monitoring their performance. The other offices were: financial policy and risk management;
treasurer; controller; cofinancing and financial advisory services; development economics;
sector and operations policy; personnel and administration; and corporate planning and
budgeting. The selection of interviewees sought to include a range of people by office,
department and division/sectoral speciality and to include a high proportion of people who
work (or had worked) with basic needs projects. At the level of individual offices, interviews
were held with one or more persons from eight different offices, including four of the six
geographic offices. Interviews were also held with one or more persons from: development
economics, sectoral and operations policy; personnel and administration; and operations
evaluation. In terms of seniority, the interviews included one department chief, two division
chiefs and a diversity of grades down to country officers. In terms of geographic
responsibility, one or more persons were interviewed from geographic offices covering: Latin
America and the Caribbean; Europe and the (former) Soviet Union; the Middle East and
North Africa; Africa; and South Asia.

For UNICEF, interviews were held with twenty staff members based in UNICEF headquarters
in New York supplemented by interviews with staff from the Tanzania office and with the
directors of the Kenya office in Nairobi and the Argentine office in Buenos Aires. Although
the size of the sample is such that it has no claim to be representative of all UNICEF staff, the
selection sought to ensure at least one representative from each of the main groups within
UNICEF was included among the interviewees. It also sought to ensure that UNICEF staff
from country programmes were also represented; visits were made to UNICEF's office in
Kenya and in Argentina to interview country staff based there and country staff from the
Tanzania office were also interviewed. Annex 3 lists the persons interviewed. This included
staff from the Office of the Executive Director (including UNICEF's Deputy Executive
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Director) and staff from each of the three groups into which staff at UNICEF's headquarters
fell in 1990: the External Relations Group; the Operations Group; and the Programme Group.
The research at UNICEF was supplemented with an analysis of returns from a questionnaire
sent to UNICEF country offices in late 1990 (with returns coming back in late 1990 and early
1991) that sought to identify the constraints they face in developing or expanding an urban
poverty focused programme. This questionnaire was sent by the (then) senior urban advisor at
UNICEF headquarters with the questionnaire designed and sent out to UNICEF country
offices, while I was in New York undertaking the interviews. This was primarily to learn of
the constraints on an increased priority by UNICEF country offices to urban basic services.
The senior urban advisor (who facilitated my visit to UNICEF) included several questions of
particular relevance to the topic of this thesis in regard to the constraints faced by these
country offices in implementing basic services programmes and provided me with copies of all
the returned questionnaires. Chapter S includes an analysis of these questionnaires. The
research on what influences UNICEF's sectoral priorities was also helped by a review of
internal UNICEF memoranda and documentation, made available to me by the (then) Senior
Urban Advisor within UNICEF and by published reports. The most important of these were a
550 page history of UNICEF (Black, 1986) and two papers in the UNICEF History Series
(Beyer, 1987; Cousins, 1989). The papers by Martin Beyer and by William Cousins are
particularly interesting in that both are former staff members who served for many years in
UNICEF; Martin Beyer had a central role in the development of UNICEF's water programme
while William Cousins had an important role in the development of an urban programme
within UNICEF during the 1970s and 1980s.

For Sida, the selection process for interviewees drew on its organization chart in 1991 with
the initial list of potential interviewees discussed with the Sida staff member who had arranged
for official permission to be given for the interviews to take place. This staff member helped
identify people within each Department or Division with a long experience within Sida and
who also had previously worked in Sida Development Cooperation Offices and thus who had
experience in negotiating with recipient governments in developing aid programmes.

At the time of the interviews, Sida was organized within two secretariats (one for information,
one for planning which included the evaluations unit) and five departments: three regional
departments in which the country-programmes were located (with one each for Southern
Africa, Eastern/Western Africa and Asia/Latin America); a sector department (with six
divisions) and an administrative department. The list of people interviewed contained in
Annex 3 shows how this included people from Regional Departments II and III, the Planning
Secretariat (including the evaluations unit) and the sector department (including one or more
persons from the agriculture, education and infrastructure divisions). Several of the
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interviews from the sector division had previously worked within country programmes in
departments I, II and III. One of those interviewed was about to become head of a new
Department IV - for Latin America.

At the level of individual sections or divisions within departments, interviews were held with
one or more persons from water supply and sanitation, roads, education, construction, health,
agriculture and women in development. The interviewees included people who had been based
in Sida's development cooperation offices in Zambia, Senegal, Tanzania, Angola,
Mozambique, Vietnam and Guinea Bissau.

3.4.3 The Key Questions

Interviewees were asked what they considered to be the main constraints on increasing their
agency’s funding of basic needs projects. The questions sought to separate out five distinct
influences: the first two being internal to the agency, the other three being external:

a. Conscious decisions made by staff at the agency as to sectoral priorities, with a low
priority to basic needs projects being a conscious choice on the part of staff as country
programmes or individual projects were developed. Consideration of this had to
include the explicit and implicit influences of senior staff as well as more junior staff
involved in managing projects - and as Chapters 4 and 5 will show, the Office of the
President in the World Bank and the Office of the Executive Director in UNICEF had
important influences on sectoral priorities.

b. Sectoral biases created as a result of the institutional structure of the agency and the
norms and procedures by which it works (for instance basic needs projects proving to
be relatively difficult for the staff to develop and to perform well according to the
criteria used within the agency to monitor and evaluate project performance);

c. The explicit and implicit influences of the bodies that supervise and influence the
allocation of funding to the agencies. For Sida, the most important is the Swedish
Parliament, although the Swedish Foreign Ministry also proved important. For
UNICEF and the World Bank, this includes their Board and the board members
represented. For the World Bank, this is considered an external influence in that the
Board of Directors and the governments they represent are a mixture of
"shareholders” and "customers” for Bank loans. For UNICEF, the main influences
through the Board are through the government representatives that are UNICEF’s
main funders.

d. The explicit and implicit influences of the recipient governments in their
negotiation with the agency for grants, loans or credits; and

e. Other external influences, including commercial interests and the influences brought
by NGOs and other pressure groups.

Apart from specific questions addressed to these issues in each interview, two general
questions were also asked which have relevance to understanding how projects are chosen:
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who initiates projects and sets the priorities for projects; and what are the main constraints on
the agency’s effectiveness. As can be seen by the questions listed in Annex 2, the questions
were phrased in such a way so as to avoid antagonizing the interviewee. Staff from each of
these agencies, as in staff from any development assistance agency, are sensitive to questions
relating to the priority they give to basic needs projects, in that a low priority to basic needs
projects might make them a target of criticism. Outsiders who ask questions about the low
priority to basic needs and why this is the case might be considered potentially damaging to
the agency and such information used to generate hostile public reaction to its work. The
political sensitivity of the questions may be one reason why it took me two years to obtain
permission from the World Bank to undertake the interviews. Staff at Sida also explained
how their agency had been subjected to a high level of criticism both from the Swedish
government and from the Swedish media during the late 1980s.

To avoid the possibility of antagonizing the interviewees, they were not presented with a
written list of questions prior to the interview, although letters to each in advance made clear
the scope of the research. Key questions were also memorized, so that the interview could be
kept informal, without referring to a formal list of questions to be answered in sequence. I
took extensive notes during each interview, but did not tape them; again, the presence of a
tape recorder when questions are being asked about potentially sensitive subjects was judged
to be detrimental to obtaining detailed and accurate responses.

The main check on the accuracy of information provided during the interviews was the
consistency between the responses of different interviewees. The access by each agency to
internal documents about how sectoral priorities are established also provided a cross-check
on the key influences on sectoral priorities.
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4. THE WORLD BANK

4.1 Introduction

The World Bank is formed by two legally and financially distinct entities: the International
Bank for Reconstruction and Development and the International Development Association
(World Bank, 1993a). It also has two affiliates, the International Finance Corporation, and
the Multilateral Investment Guarantee Agency. It is the loans of the International Bank for
Reconstruction and Development (referred to as IBRD in the rest of this Chapter) and the
credits of the International Development Association (IDA) which are of interest in an analysis
of the priority given to basic needs. The International Finance Corporation seeks to promote
growth in the private sector of member Third World nations "by mobilizing foreign and
domestic capital to invest alongside its own funds in commercial enterprises” (World Bank,
1993a). Since it does not provide development assistance for basic needs, its activities will
not be considered. The Multilateral Investment Guarantee Agency set up in 1988, aims to
encourage foreign direct investment in Third World nations by protecting investors from non-

commercial risks and its operations are also not considered here for the same reason.

Each agency or affiliate within the group is in effect owned by the governments which are its
members. IBRD was set up in 1945, coming out of the agreement at Bretton Woods where
representatives from 44 nations agreed to the setting up of the International Monetary Fund (to
promote international currency stability) and IBRD to help finance the reconstruction and
development of member nations, after the Second World War. IBRD made its first loan in
1946. The World Bank Group came into existence in 1956 when the International Finance
Corporation was set up; IDA was formed only in 1960.

IDA is the world's largest multilateral aid programme for basic needs projects while the IBRD
is the largest development assistance programme to basic needs.! IBRD can be considered as
a bank which later acquired a 'developmental’ focus (Wood 1986). It provides no aid; the
loans it provides have to be fully repaid and carry no grant element. Its capital is subscribed
by member nations but it finances its lending operation primarily from its own borrowing on
world capital markets. A substantial contribution to its resources comes from its retained
earnings and repayments from its loans.

By early 1996, IBRD had 180 member governments (World Bank 1996a). The number had

increased considerably in the previous few years, largely through the joining of nations that

! See Satterthwaite 1997 for a comparison of the scale of funding for basic needs from different
official multilateral and bilateral agencies



74

had previously been part of the Soviet Bloc; IBRD had 151 governments as members in 1989
(World Bank 1989a), 113 in 1970 and 68 in 1961 (World Bank 1970a). It had had only 45
members in 1947 (Mason and Asher 1973). During fiscal year 1993, 11 nations that had
formerly been republics within the USSR joined, along with two Baltic states (World Bank,
1993a). Traditionally, the United States government has always been the most powerful
member government and the largest share-holder. However, over the whole period under
consideration, 1970 to 1996, its power declined and its share of total contributions to the Bank
decreased.? By 1996, it had 17.4 per cent of the voting power (World Bank 1996a) which
compares with 21.1 percent in 1980 (World Bank 1980a) or 24.5 percent in 1970 (World
Bank 1970a). By contrast, the power of Japan and the importance of its contribution to the
Bank increased notably during this period.> However, what is perhaps most relevant is that a
small group of OECD nations can control the institution since a block of nine or ten of them
have more than half the voting power. Statistics in the 1993 Annual Report show that ten
governments (the USA, Japan, France, Germany, the United Kingdom, Canada, Italy,
Netherlands, Belgium and Spain) had more than half the voting power (World Bank 1993a).*

IDA was set up as an affiliate of IBRD to work with similar objectives. One of the most
important influences leading to the setting up of IDA was the growing demand from Third
World governments through their representatives within the United Nations system in the
1950s for a multilateral aid agency; this was originally conceived as a United Nations aid
agency but certain OECD governments (especially that of the United States) were concerned
about any multilateral aid agency which was not under the control of the main aid donors
(Mason and Asher 1973). The location of the new aid agency (IDA) within the World Bank
Group was a compromise since, as in IBRD, a small group of OECD nations retain more than
half the voting power. Both IBRD and IDA are run by the same staff and they have similar
methods of operation, although IDA depends on grants from its richer member governments
to allow it to provide concessional loans (or what are usually termed credits, to distinguish
them from IBRD loans). IDA also has the brief to concentrate its resources in poorer Third
World nations. All governments which belong to IBRD can also apply for membership of
IDA. '

2 This becomes evident when reviewing the changes over the period 1970-96 in the relative
scale of United States government contribution to the Bank and its voting power. This review was done
by examining the annual reports of the World Bank for each of these years; each annual report contains
details of the contributions of each member government and their voting power.

3 See the major increase in Japan’s voting power and contribution to subscriptions, comparing
1970, 1980 and 1990 (World Bank 1970a, 1980a, 1989a).

“The expansion in the number of member governments has helped contribute to some dilution
in the voting power of the richest countries; in 1970, just six governments had half the voting power -
USA, UK, Germany, France, Canada and Japan.
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By 1996, IDA had 159 members (World Bank 1996a), three times the number in 1961. This
compares to 137 member governments in 1989, 121 in 1980 and 105 in 1970. IDA's capital
for the credits it provides comes mostly from funds provided from the aid programmes of
richer OECD nations although funds also come from member subscriptions and transfers from
IBRD. In 1996, the government of the United States had 15.1 percent of the voting power
(World Bank 1996a). In this same year the Japanese government had 10.8 percent (ibid). As
with IBRD, a relatively small group of OECD nations has more than half the votes. Statistics
in the 1993 World Bank Annual Report showed that the governments of the United States,
Japan, the UK, Germany, France, Canada, Italy and the Netherlands had between them more
than half of the votes (World Bank 1993a).

4.2 Types of Funding and Scale of Aid/Development Assistance Flows

IBRD loans are directed towards "developing countries at more advanced stages of economic
and social growth” (World Bank 1989a). Most loans are provided direct to member
governments; if provided to another institution, the loan repayment has to be guaranteed by
the government. The loan terms are not subsidized; they generally have a grace period of five
years and are then repayable over a period of fifteen years or less.

IDA provides credits for the same kinds of projects and programmes as IBRD but at
subsidized rates. This differs from the policy of certain other multilateral institutions which
tend to use their soft loans to support basic needs projects (or projects with a larger social
content) (Satterthwaite 1990) - although as this Chapter will describe, in the early 1990s, IDA
began to give a higher priority to basic needs projects than IBRD. IDA credits are
concentrated in Third World nations with relatively low per capita incomes since only |
countries with per capita GNPs below a certain ceiling can obtain IDA credits. In 1993, the
ceiling was an annual per capita GNP of $635 or less in 1991 US dollars (World Bank 1993a);
in 1996, it was $835 in 1994 US dollars (World Bank 1996a). IDA credits have 10 year
grace periods, 40-50 year maturities and no interest, although a small service charge is
included.

Graphs 4.1 and 4.2 show how the scale of the annual commitments of IDA and IBRD changed
for the period 1970 to 1996. The first graph is for commitments at current US$ millions, the
second is for commitments in US$ millions converted to the value of the dollar in 1990.
Official World Bank documents tend to emphasize how the scale of the Bank's commitments
continues to grow, but by comparing Graphs 4.1 and 4.2, it can be seen that if the Bank's
annual commitments are converted to dollars at constant value, the long term trend within
IBRD was for a substantial decline in the size of annual commitments from 1989 to 1996 and
for IDA, only in the last few years of the period under consideration did its annual
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Graph 4.1: World Bank: total commitments by IBRD and IDA, 1970 to 1996 (current
US$ millions)
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Graph 4.2: World Bank: total commitments by IBRD and IDA, 1970 to 1996 (constant US$
millions, 1990 value)
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commitments exceed the earlier peak in 1980.

The graphs also show how IDA commitments came to represent a smaller share of total Bank
commitments during the 1980s compared to the 1970s but with an increase for the 1990s (see
also Table 4.1 for more details). For much of the 1980s, IDA did not have a growing volume
of capital with which to work; in real terms, commitments in 1986 were only 60 percent of
the level in 1980. A considerable part of the problems faced by IDA during the 1980s relates
to the reluctance of the U.S. government to maintain the real value of its contribution and the
late payment of its contribution, even when this had been agreed. The proportion of total
commitments that were IDA commitments increased in the late 1980s and early 1990s but this
was associated more with the decline in the value of IBRD's annual commitments than with
increases in the scale of IDA commitments.

Table 4.1: The scale and relative importance of total annual commitments made by
IBRD and IDA, 1970 to 1996

YEAR Total commitments (US$ millions 1990 constant Proportion of IBRD+IDA commitments
value) made by
IBRD IDA IBRD+IDA IBRD IDA IBRD+IDA
1970 5,420 1,954 7,374 73.5 26.5 100.0
1971 5,805 1,788 7,592 76.5 23.5 100.0
1972 5,740 2,919 8,660 66.3 33.7 100.0
1973 5,631 3,726 9,357 60.2 39.8 100.0
1974 8,113 2,761 10,874 74.6 25.4 100.0
1975 9,949 3,630 13,579 73.3 26.7 100.0
1976 10,780 3,585 14,365 75.0 25.0 100.0
1977 11,670 2,649 14,320 81.5 18.5 100.0
1978 11,451 4,344 15,795 72.5 27.5 100.0
1979 12,067 5,217 17,283 69.8 30.2 100.0
1980 12,070 6,060 18,130 66.6 33.4 100.0
1981 12,644 4,998 17,642 7.7 28.3 100.0
1982 13,959 3,630 17,589 79.4 20.6 100.0
1983 14,463 4,339 18,801 76.9 23.1 100.0
1984 14,858 4,445 19,304 77.0 23.0 100.0
1985 13,631 3,635 17,266 78.9 21.1 100.0
1986 15,399 3,669 19,068 80.8 19.2 100.0
1987 16,063 3,946 20,009 80.3 19.7 100.0
1988 16,089 4,860 20,949 76.8 23.2 100.0
1989 17,148 5,148 22,297 76.9 23.1 100.0
1990 15,180 5,522 20,702 73.3 26.7 100.0
1991 15,762 6,051 21,813 72.3 27.7 100.0
1992 14,178 6,127 20,305 69.8 30.2 100.0
1993 15,446 6,160 21,606 71.5 28.5 100.0
1994 12,695 5,875 18,570 68.4 31.6 100.0
1995 14,654 4,930 19,584 7.8 25.2 100.0
1996 12,505 5,866 18,371 68.1 31.9 100.0
?%6(1970- 333,371 117,832 451,203 73.9 26.1 100.0
)

SOURCE: Figures for annual commitments taken from the World Bank Annual Reports,
1970 to 1996.
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4.3 The extent to which Bank funding for non-Third World nations or for structural
adjustment drew resources from basic needs (and other) projects

Before looking in detail at how the sectoral priorities of the World Bank - and of IBRD and
IDA separately - changed between 1970 and 1996 (the focus of the next section), and which
basic needs projects or categories received most support (the focus of section 5), consideration
is given here to changes in priority for structural adjustment loans and credits and lending to
nations from within the former Soviet Bloc. A fall in the priority given to basic needs
projects in Africa, Asia and Latin America and the Caribbean may not be associated with an
increase in priority to projects in other sectors, but to an increase in structural adjustment
lending or (after 1989) lending to countries that were previously part of the Soviet Bloc. This
analysis also permits a testing of the criticism levelled at the Bank that during the 1980s,
poverty alleviation was demoted to priority zero so that structural adjustment could take place
(Mosely, Harrigan and Toye 1991).

This consideration of how the World Bank's priorities changed is based on an analysis of the
Bank's individual project or programme commitments each year for this 27 year period, and
not on the Bank's own figures for its sectoral priorities. As noted already, this is because the
World Bank does not publish statistics on the proportion of its funding allocated to basic
needs and the categories it uses to report on its sectoral priorities are too aggregated to allow
any estimation of the priority to basic needs. The figures for the scale or proportion of World
Bank funding to basic needs each year in this analysis are the sum of all its project or
programme commitments to basic needs in that year, drawn from a computer database into
which details of all basic needs project commitments were entered for all years between 1970
and 1996. The methodology used for defining which projects or programmes are 'basic
needs’ has been presented already in Chapter 3.

To allow this broader analysis of sectoral priorities, within which to locate the analysis of
what kinds of basic needs projects received support, details of all individual projects for
education, health care and urban development were also entered into this database, along with
all details of basic needs projects. In addition, each loan or credit for structural adjustment
was also entered individually, separated from other loans and credits made within the broader
sectoral category "non-project” within which the Bank reported its structural adjustment loans,
up to 1996. In addition, total commitments to non-Third World nations were deducted from
total commitments each year. This is for two reasons. The first is because the other two
agencies that are the focus of this thesis (Sida and UNICEF) concentrate on Third World
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nations® - and so too did the World Bank during the 1970s and 1980s when only a small
proportion of its loans and none of its credits went to nations outside of Africa, Asia and
Latin America and the Caribbean. The second is that this allows a consideration of whether
the scale of commitments to nations from within the former Soviet Bloc might be one factor in
the low priority for funding for basic needs in the Third World, especially after 1989 when
the political changes in Eastern Europe and the former Soviet Union encouraged many donor
agencies (including the World Bank) to provide development assistance to countries in the
region. For the World Bank, this was not a new trend, since several Eastern European
nations had received loans prior to 1989. But the scale of the Bank's commitments to non-
Third World nations increased to unprecedented levels from 1991 with the years 1991 to 1996
having the highest level of commitments for all the years under consideration. Virtually all of
* this was due to loans to countries that were previously part of the Soviet Bloc.

Graphs 4.3, 4.4 and 4.5 show World Bank commitments for each year between 1970 and
1996 to:

a. Basic needs projects in Third World nations

b. Structural adjustment loans to Third World nations

c. Loans to non-Third World nations

d. "Other" (which is almost entirely support for non-basic needs projects in Third World
nations although it also includes sector adjustment loans and credits which came to be
increasingly important during the late 1980s and early 1990s).

Graph 4.3 includes all IBRD and IDA commitments while Graph 4.4 shows only IDA
commitments and Graph 4.5 only IBRD commitments. Certain points are worth noting.

For total commitments (Graph 4.3), the Bank's commitments to basic needs projects have
shown an upward trend from 1970 to 1996 that was interrupted by a considerable drop for the
years 1980 to 1985 and again for 1987 to 1989. The drop between 1980 and 1985 does
correspond to an increase in commitments to structural adjustment, although the graph
highlights how commitments to structural adjustment loans did not represent a high proportion
of total commitments in these years. Throughout the 1980s, they never reached 9 percent of
total commitments and in many years they received less than 5 percent; they also represented a
very low proportion of all Bank commitments for 1993 to 1996.

5 In recent years, Sida has come to manage considerable volumes of Swedish government
funding to Central and Eastern Europe, although these are not considered part of Sweden's overseas
development assistance. UNICEF also has some involvement in East Europe.
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Graph 4.3: World Bank: total commitments by IBRD and IDA (combined) separated into

'basic needs', structural adjustment, and 'other' for Third World nations and commitments
to non-Third World nations, 1970 to 1996 (constant US$ millions, 1990 value)
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Graph 4.4: World Bank: total commitments by IDA separated into 'basic needs', structural

adjustment, and 'other' for Third World nations and commitments to non-Third World
nations, 1970 to 1996 (constant US$ millions, 1990 value)
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Graph 4.5: World Bank: total commitments by IBRD separated into 'basic needs',
structural adjustment, and 'other' for Third World nations and commitments to non-
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Some of the factors that underlie the Bank's move to structural adjustment loans and credits
and later sector adjustment loans and credits during the 1980s are worth noting. These
‘policy-based’ loans and credits had considerable importance for the Bank's capacity to
increase lending or at least to maintain lending flows at a time when economic problems were
inhibiting the preparation of projects in many countries. The process by which new projects
are identified and developed for submission to the Board was also too slow and produced too
small a flow of funds to help deal with the serious debt and balance of payments problems that
many countries were facing (Mosley, Harrigan and Toye 1991). This same source notes how
by the late 1970s, there was a danger of projects drying up from sub-Saharan Africa and new
kinds of development finance were needed if the Bank's funding to the region was not to drop
substantially. It also notes that loans and credits for policy based lending (both structural
adjustment and sector adjustment loans and credits) became the Bank's major defence against
the possibility of loan default with policy loans in effect helping the recipient governments to
meet debt repayment schedules (although officially this is not allowed).

It was not so much basic needs that lost importance to structural adjustment and later sector
adjustment loans and credits but non-basic needs projects in Third World nations. This is not
so evident in Graphs 4.3 to 4.5 since because of incomplete information about which projects
are ‘sector-adjustment’ as against conventional investment projects, sector adjustment projects
were included with non-basic needs projects in ‘other.” (The Bank's annual reports for 1994
to 1996 were not explicit about which loans and credits were structural adjustment and which
were sectoral adjustment). But an analysis covering only 1982 to 1993 shows a dramatic fall
in the priority given to the projects that since the 1960s have been the main raison d'etre for
the World Bank - projects in ‘productive’ sectors or the infrastructure to support them -
agriculture, industry, energy, transport and communications - in Africa, Asia and Latin
America. These took up most of the Bank's funding commitments throughout the 1960s and
1970s. Existing evidence also suggests that this move away from conventional ‘productive’
investment projects and the infrastructure to support it in favour of structural and sectoral
adjustment programmes and basic needs projects is likely to have continued for 1994 to 1996.

Graph 4.3 shows no clear association between the scale of loan commitments to non-third
world nations and the scale of lending to basic needs. Indeed, the sudden increase in lending
to non-Third World nations for 1990 and 1991 coincides with a sudden increase in lending to
basic needs. Similarly, commitments to basic needs for 1994 to 1996 are among the highest
in the bank’s history - and so too are commitments to non-Third World nations.

In Graph 4.4, which only includes IDA commitments, the declining priority to "Other" after
the peak in 1980 is even more evident, as is the increased scale of commitments to basic needs



83

for 1990 to 1993 and for 1995 and 1996, after a fall in 1994. The drop in commitments to
basic needs in the early 1980s does correspond with the sudden increase in priority to
structural adjustment loans but the association becomes less obvious after that. Commitments
to non-Third World nations only begin in 1991 and remain a very small proportion of total
commitments up to 1993, although they become more significant from 1994 onwards.

In Graph 4.5, which only includes IBRD commitments, what is perhaps most notable is how
small the commitments to structural adjustment are for most years from 1980 to 1996. Here,
there is less decline in the scale of commitments to ‘other’ than for IDA. Loans to non-Third
World nations increase notably from 1989 and come to exceed loan commitments to basic
needs for each year between 1990 and 1996.

4.4 The sectoral analysis

For the sectoral analysis, the commitments made by the Bank in total and then separately for
IDA and IBRD for each year between 1970 and 1996 can be divided into twelve categories:
1. Basic needs (in this section, considered in aggregate; section 5 will consider what this
included and how priorities changed 1970-1996)

2. Agriculture and rural development (other than those oriented to meeting basic consumption
needs which were classified in 1. above).®

3. Urban development (other than urban projects oriented to meeting basic consumption needs
which were included in 1. above)

4. Transportation (mainly roads and highways; transport infrastructure for urban areas such as
ports and airports and support for public transport in urban areas were included in urban
development); |

5. Industry (including support for Development Finance Corporations and Small Scale
Enterprises)

6. Power and electrification (other than electrification projects which centred on providing
electricity connections to people who had previously lacked them which were included as
basic needs in 1. above and electric power projects specifically to improve services in
particular cities which are classified within urban development).

7. Telecommunications

8. Technical Assistance

9. Structural adjustment

10. Other 'non-project lending'

¢ Where a loan to ‘agriculture and rural development' included as a major component provision
for water supply for human consumption or for sanitation, primary education or primary health care, it
was included as a basic needs project. Relatively few projects for agriculture and rural development
were classified as such, as most had increasing production as their primary goal.



84

11. Loans to non-Third World nations
12. "Other" - loans or credits that did not fall into any of the above.

Tables 4.2 to 4.4 show in more detail the changing sectoral priorities - and these show how
the proportions of total funding commitments between different sectors changed, rather than
the priority given to basic needs projects in the South in relation to structural adjustment and
to loans or credits to countries from the former Soviet Bloc which were the focus for Graphs
4.3 to0 4.5. Table 4.2 shows how the broad sectoral distribution of commitments for the
whole Bank changed over time with Tables 4.3 and 4.4 showing these for IBRD and IDA
separately; the figures are presented for nine three-year periods; Tables in Annex 4 have
figures for each year for these 27 years. These tables show changes in the distribution of total
funding for each year or for each three-year period - and should not be confused with the scale
of commitments in any one year which was the focus for Graphs 4.3 to 4.5. For instance, the
scale of IBRD's annual commitments rose rapidly from 1973 to 1988 and thus while a
particular sector might be shown to be losing priority during this period, the value of total
loan commitments may not be falling - and in some instances it may still be growing.

Table 4.2 highlights how important lending to basic needs has become in recent years and
how the Bank's sectoral priorities have moved away from ‘productive projects’. Perhaps the
single most important feature of both IBRD's and IDA's sectoral priorities since their
inception has been a concentration on "projects” for increasing production or for the
infrastructure to support this. While sectoral priorities within "productive activities” have
changed significantly - for instance a sudden and substantial increase in the priority given to
agriculture and rural development by IBRD in 1973 which was then sustained until the late
1980s - there has been less change in the concentration on productive activities or the
infrastructure to support production. As the annual reports of the World Bank Group in the
early and mid 1970s reported on the institution's increasing interest in reaching poorer
groups, it was more through projects or programmes 'to increase their work productivity' than
to meet their housing, basic service, health care and educational needs (World Bank 1976a).
In its 1982 Annual Report, the Bank reported that "In addition to continued support for
education, population and health programs, the Bank will intensify its efforts to understand
how to increase the productivity and employment of such people” (referring to those without
productive assets) (World Bank 1982a, page 37). In the second half of the 1980s, the nature
of a significant proportion of the Bank's loan commitments may have changed - in particular
away from 'projects’ to 'sector adjustment loans' - but the priority to increasing production
did not. This is shown in Table 4.2 where for all periods other than 1991-1993 and 1994-96,
it is energy, transport, industry or agriculture that figure among the three sectors receiving the
largest share of funding. Note that the proportion of funding allocated to commitments for
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'structural adjustment’ never came to match those proportions allocated to the main sectors of
production or infrastructure (although note should be made that the sector adjustment loans
and credits are classified within their sector in Tables 4.2 to 4.4).

Prior to 1970, the Bank's concentration on productive activities and on the infrastructure to
support them was also evident. During the early years of its operations, 1947-52, most loans
went to electric power, mostly in European nations which were rebuilding after the Second
World War. Loans for transport and irrigated agriculture also received a high priority, with
more emphasis on these in Third World nations. The priority given to power and
transportation continued during the period 1953-1971 with industry as the third major
priority. Agriculture only began to attract a larger share in total lending around 1969 (Blitzer,
Hardoy and Satterthwaite 1983) and it was only in 1972 for IDA and 1973 for IBRD that
commitments to agriculture began to grow rapidly. Prior to 1968, two thirds of total IBRD
and IDA lending went to power and transport with agriculture and industry accounting for
most of the rest (World Bank 1981a). For the period 1970 to 1996, power and transport were
to receive only a quarter of total lending from IBRD and IDA while for the last three years in
this period, they received just 19.6 percent. The Bank's lending to social development began
during the 1960s, but with a very low priority. In 1963, lending for education projects began
(Mason and Asher 1973). A few loans for water supply and sanitation were also approved
during the 1960s but a review of all project commitments 1960-70 showed that these did not
receive much attention. Table 4.2 highlights how the Bank's priorities to different sectors has
changed over time - although these changes will be examined in more detail below, for IBRD
and for IDA separately.

Table 4.2: Changes in the World Bank's sectoral priorities over time (based on the sectors
which received the largest total commitments for the periods shown)

Priorto | 1970-72 1973-75 1976-78 1979-81 1982-84 1985-87 1988-90 1991-93 1994-96
1970
Energy | Transport | Agri- Agri- Agri- Agri- Agri- Agri- Basic Basic needs
culture culture culture culture culture culture needs
Trans- Energy Industry Industry Energy Energy Energy Industry Agri- Non-Third
port culture World loans
Industry | Agri- Transport | Transport | Industry Industry Industry Energy Urban Agriculture
culture :
Agri- Industry Energy =Energy | Basic Transport | Urban Basic Energy Other ‘non--
culture Urban needs needs project’
lending
Urban Urban Urban Urban Basic Transport | Non third- | Energy
needs world

loans
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Non- Non- Non- Transport | Structural | Transport | Urban Industry Urban
Third Third Third adjust-
World World World ment
loans loans loans
Telecom Non- Basic Non- Basic Other Other Transport | Transport
municatio | project needs Third needs 'non- ‘non-
ns World project’ project’
loans lending lending

Notes to Table 4.2: For all but the period 'prior to 1970', all the main sectoral categories that
are used in Tables 4.2-4.4 and described at the beginning of this section were considered, with
the seven with the highest proportion of commitments included for each period. Only
commitments to Third World nations are considered and 'loans to non-Third World nations'
are considered as a separate category. For prior to 1970, it is the World Bank's own sectoral
categories that were used - but since basic needs and urban development received a very low
priority prior to 1970, neither of these two categories would have exceeded the priority given
to the other sectors listed.

Table 4.3 summarises the changes in sectoral priorities in IBRD, comparing and contrasting
sectoral priorities over the nine three year periods between 1970 and 1996. For the whole
period, three of the four traditional priority sectors that focus on production or the
infrastructure to support production, received the highest priorities: Agriculture and Rural
Development (16.1 percent), energy (16.1 percent) and industry (14.3 percent); transport is
fifth with (10.9 percent) - since loans to non-Third World nations received 11.4 percent.
However, by the last two three year periods shown in Table 4.3, commitments to basic needs
projects exceeded commitments to industry and to transport while for the last period (1994-6)
it exceeded even agriculture and energy. The priority to agriculture and rural development for
1991-6 reached its lowest point since the early 1970s. And for 1994-6, commitments to
industry almost ceased. Meanwhile, close to a quarter of all IBRD commitments for 1994-6
were to countries that had previously been within the Soviet Bloc.

The change in priority in regard to Agriculture and Rural Development was most notable at
the beginning of the period with the very rapid increase when the period 1970-72 is compared
to 1973-75 and the decline in the late 1980s and early 1990s.

Urban development never enjoyed a high priority during these 27 years, although in the last
two periods, it received a higher priority than agriculture and rural development for the first
time since the early 1970s. The increased priority to urban development for 1991-3 was due
largely to a sudden increase in commitments for projects to control or limit air and water
pollution and large commitments to improving higher education and hospitals.
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Table 4.3: Changes in the sectoral priorities of the International Bank for Reconstruction
and Development (IBRD) 1970-1996

Sectors Percent of total commitments within three year periods
70-72 73-75 76-78 79-81 82-84 85-87 88-90 91-93 94-96 70-96

Basic needs projects 4.0 6.6 6.9 10.9 7.2 8.4 9.0 10.6 16.2 9.3
Housing and housing finance
Water and sanitation 0.8 1.6 2.0 1.2 3.1 3.9 2.0 0.6 1.9
Primary health care 3.3 4.8 4.0 6.0 4.4 4.5 2.4 2.8 4.3 4.0
Primary/basic education 0.1 0.5 0.3 0.4 0.4 0.5 2.0 2.0 2.8 1.1
Community development and other 0.6 0.5 0.6 1.0 0.8 0.2 0.7 3.3 3.5 1.3

0.5 1.5 0.4 0.1 0.2 0.6 5.0 1.0

Agriculture and rural development

(excluding basic needs - see notes 7.6 21.4 24.5 18.7 17.5 20.3 14.3 11.8 7.7 16.1

below)

Urban development 9.0 10.5 11.7 1.2 7.9 1.4 7.7 14.6 11.5 10.7
Urban infrastructure 5.6 6.2 5.4 5.0 3.9 5.5 2.6 2.9 3.0 4.2
Urban services 2.6 2.9 4.1 4.2 2.1 2.8 2.1 7.2 5.4 3.8
Tourism 0.8 0.6 0.9 0.7 0.3 0.0 0.3
Urban management 0.7 0.7 1.1 1.0 1.0 0.6
Natural resources and

building materials 0.8 0.9 0.3 0.5 0.8 0.5 0.4
Integrated urban development 0.4 1.3 1.0 1.9 1.1 2.8 2.0 1.3

Transportation 20.3 14.4 12.9 9.9 12.4 8.4 9.4 8.8 9.4 10.9 "

(excluding ports, airports, urban roads

and urban public transport which are in

urban development - see notes below)

Industry 7.1 16.9 18.9 15.9 17.1 16.2 19.2 9.8 0.5 143
Development finance companies 10.6 9.4 12.5 8.2 7.5 9.9 8.5 4.8 0.0 7.6
Small Scale Enterprise 1.6 4.0 3.2 2.5 0.4 0.0 1.5
Industry (other) 6.5 7.5 6.4 6.1 5.6 3.1 8.2 4.6 0.5 5.2

Energy 21.1  12.1 9.8 16.0 19.5 20.8 17.4 14.9 12.6 16.1
Electricity generation 21.1  12.1 9.8 12.0 11.7 15,9 14.8 10.8 11.1 12.9
0il, gas and coal 4.0 6.8 4.9 1.9 4.2 1.4 3.
Mining 0.1 0.0
Electrification (other) 1.0 0.7 0.2

Telecommunications 3.8 3.5 2.1 0.8 1.5 1.0 1.4 1.2 1.4 1.6

Technical assistance 0.2 0.1 0.2 0.2 0.3 0.3 0.5 0.0 0.2

Structural adjustment* 3.7 8.7 2.7 5.0 4.2 1.6 3.4

Other 'non-project' lending
Non-project; imports 2.1 2.2 1.2 1.8 0.0 0.8 0.0 0.0 . 0.7
Non-project; financial sector

reforms 8.1 1.0
Non-project; other 0.3 0.0 0.0 0.2 0.0 3.4 7.3 4.1 0.4 2.2

I Loans to non-Third Wortd nations 12.6 11.5 11.6 10.7 7.2 4.6 6.7 16.3 23.5 11.4

Other
Education and health (other) 0.7 0.3 0.8 1.6 1.3 0.4 2.9 1.0
Other 2.0 0.8 0.2

* During the 1990s, the Bank’s reporting of its adjustment loans and credits does not always
specify whether they are sectoral adjustment or structural adjustment. Where it is not
specified, usually the project description makes clear which it is. However, there is a
possibility of one or two sector adjustment or structural adjustment loans being mis-classified.
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The change in priority to industry was most marked at the end of the period when, for 1991-
93, it received 9.8 percent of IBRD commitments - the first time it had fallen below 15
percent for all eight of the three-year periods - and for 1994-6 when it received virtually no
commitments. Looking at the annual value of commitments to industry projects rather than the
relative priority, in general, this rises from 1970 to a peak in 1989 (although with
considerable variations between years and with a trough from 1978-81 and 1983-4) with a
very rapid fall in annual commitments after that.

Energy remained one of the top priorities for IBRD commitments for most of the 27 year
period. This was one of the most favoured of all sectors in the early 1970s (in several years
this was the most favoured of all sectors) but it received a lower priority in the second half of
the 1970s and then grew again in importance from 1980 onwards. A major factor in this
growing importance in the 1980s was projects for oil, coal and gas which had received very
little support prior to 1980. As the 1981 Annual Report notes, the higher price of oil that
non-oil producing countries had to pay after the second sudden, large oil-price rise in 1979-80
made the exploitation of indigenous reserves of oil, gas, coal and hydroelectric more attractive
(World Bank 1981a). In the early 1980s, the Bank's annual reports highlight this concern for
supporting the development of indigenous energy sources - and the cap on the proportion of
total Bank funding that could be allocated to energy projects was 25 percent, a much higher
proportion than was permitted to structural adjustment. Although the switch to structural
adjustment loans in the early 1980s is now perceived as one of the most significant changes in
the Bank priorities during the 1980s, during the early 1980s, the Bank's annual reports
suggest an equal concern with increasing indigenous energy production - on the assumption
that oil prices would remain high or continue to grow (which did not prove to be the case).
The steady decline in the priority given to oil, coal and gas from the mid 1980s up to 1996
may reflect this recognition.

Commitments to structural adjustment loans grew in importance from 1980, although only in
one of the three-year periods did these loans receive more than 5 percent of total loan
commitments. From the outset of structural adjustment loans, there was a concern among the
Bank's Executive Directors that lending for structural adjustment should not exceed 10 percent
of the Bank's overall lending programme (World Bank 1981a, 1982a). The Bank's Annual
Reports in the early 1980s also suggest that at that time, structural adjustment lending was
expected only to be applicable to a limited number of borrowers and that the increased support
for structural adjustment was only temporary (World Bank 1985a). It was the 1985 Annual
Report that noted how a far greater number of countries continue to face the kinds of
problems that structural adjustment operations were designed to address (ibid.). The 1987
Annual Report also noted how the stress on adjustment had been longer than had first been
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anticipated (World Bank 1987a).

The priority given to loans for non-Third World nations fell consistently from the early 1970s
to the late 1980s (although the value of commitments made remained relatively constant for
the period 1970-1984, within considerable annual variations). There was a sudden increase in
the priority for the three year period 1991-1993 with commitments in each of these years
being higher than any annual commitment in the preceding 20 years. The period 1994-6
brought another major increase in priority with annual commitments exceeding $4 billion for
the first time in 1995 and 1996. Nations such as Romania and the former Yugoslavia and to a
lesser extent Eire, Portugal, Cyprus, Spain and Greece received substantial loan commitments
during the 1970s and, to a lesser extent, during the 1980s. For the years 1990 to 1993, Poland
received much the largest commitments (over $3 billion worth) with Hungary and Russia also
receiving large commitments (although for Russia these only began in 1993 - but it was to
become one of the World Bank's largest clients in later years with commitments totalling more
than $6 billion for the years 1993 to 1996). Romania and Ukraine were also among the
largest borrowers for this period.

The main impression presented by an analysis of IBRD sectoral commitments over this 27
year period is, as mentioned earlier, one of priority to what are understood to be productive
activities and the infrastructure they need. Projects or funds for what this thesis terms ‘basic
consumption needs' receive more attention, especially in the policy statements and literature of
the Bank during the 1970s and 1980s but only in the final three year period do they receive a
relatively high priority in loan commitments - and even then, they receive much less than
‘productive projects' and the infrastructure to support them. However, there was a notable
increase in priority to these during the mid and late 1970s compared to the early 1970s and
then in the late 1980s up to 1996, compared to the early 1980s. There were also some
important qualitative changes that will be explored in more detail in the next section - for
instance the fact that a higher priority was allocated to those education projects that are
considered as basic needs (primary and basic education and literacy) within all IBRD
commitments to education. For most of the period 1970 to 1989, these had received a small
proportion of all loans committed to education.

As in IBRD, for IDA, agriculture and rural development received the highest priority for the
whole period (see Table 4.4). But this sector receives a much higher proportion of total
commitments when compared to IBRD - close to a third of all commitments for this 27 year
period. As in IBRD, energy, industry and transport are important but each received a lower
priority within total commitments - and basic needs received a higher priority than all three,
while urban development received a higher priority than energy and industry.
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Unlike IBRD, already by 1970, agriculture and rural development was the most favoured
sector; during the second half of the 1970s and the first half of the 1980s, annual
commitments to this sector usually represented more than 39 percent of all soft loans - in 1978

it received 58 percent of all commitments. It received less support in the second half of the

1980s and in the first seven years of the 1990s. The strong support in policy statements for

an increasing priority to be given to agriculture and rural development starting around 1970 is

translated into a much increased priority in aid commitments. Perhaps one of the reasons for

the decline in priority given to agriculture and rural development in recent years has been the

growing priority to structural adjustment credits. However, the priority to basic needs
jumped much more than the priority to structural adjustment and around a quarter of all IDA

commitments are to basic needs for the last two periods, the years when the priority to

agriculture and rural development fell most significantly.

Table 4.4: Changes in the sectoral priorities of IDA, 1970-1996

Sectors

Percent of total commitments within three year periods
70-72 73-75 76-<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>