
 
 

  
 

Tokyo Briefing Paper:  
Aid Effectiveness/Economic Development1 

 
 
This month’s international donor conference on Afghanistan represents a crucial economic milestone for one 
of the poorest countries in the world.  
 
Representatives of more than 70 countries gather in Tokyo on July 8 to decide how much aid to commit to 
Afghanistan after 2014, when the bulk of foreign forces will have withdrawn from the country.  Decisions taken 
there will affect Afghans’ lives for more than a decade to come. 
 
Since 2001, tens of billions of dollars of international assistance has been poured into Afghanistan, 
transforming the lives of millions of people, particularly in terms of access to basic services such as education 
and healthcare.  But aid delivery has often been flawed, weakening its reach and impact.  Aid has been used to 
promote political or military ends, wasted because of poor co-ordination or lack of accountability, or lost to 
rampant corruption.  Rural areas have often been neglected.  Time and time again, long term development 
needs have been forced to take a back seat to security spending.   

As a result, hard-won development gains remain fragile and reversible.  
 
Tokyo offers a unique opportunity for donors to consolidate their successes, redress the shortcomings of the 
past and help put the Afghan economy on a firm footing for the future. 
 
First and foremost they must maintain funding for socio-economic development, despite the global economic 

crisis. International assistance still makes up 90 per cent of Afghanistan’s public spending and nearly 40 per 

cent of its GDP.  A precipitous cut in aid would be disastrous.  

Careful planning and co-ordination is also required to improve the delivery, effectiveness and transparency of 
international aid until - and beyond - 2014.  Better ways must be found to ensure that aid is delivered to the 
right people, in the right way.  Local communities must be consulted more about how aid is spent in their 
areas. With more than two thirds of rural Afghans relying on agriculture to make a living, more assistance 
needs to be focused on providing sustainable employment in rural areas to ensure long term economic 
development.  
 
Steps must also be taken to counter corruption. Both donors - and the Afghan government - should agree on a 
mutual accountability framework that incorporates aid effectiveness indicators developed in the follow-up to 
the Busan Partnership for Effective Development Co-operation.   The mutual accountability framework should 
integrate annual monitoring, analysis and discussion of individual donor performance, as well as that of the 
Afghan government.  It must also recognise the vital role that civil society and parliament have to play in 
monitoring aid effectiveness. 
 

                                                             
1 The British and Irish Agencies Afghanistan Group (BAAG) is an information and advocacy network of 30 British and Irish NGOs that 

support humanitarian and development programmes in Afghanistan. This briefing paper has been prepared by BAAG’s Secretariat. Its 
content may not represent the views of all BAAG member agencies. 
 



 
A third of the aid channelled directly through the Afghan government currently remains unspent.  As donors 
move to accelerate “on budget” donations ahead of 2014, steps must be taken to ensure that state institutions 
can absorb resources and deliver services in a more efficient manner.  
 
Afghanistan’s vast, untapped, mineral resources - estimated to bring in annual revenues of more than $3 
billion by 2026
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 - offer a potential building block for future prosperity.  However, it is crucial for Afghanistan 

and its allies to act now to ensure these resources are extracted in a transparent and accountable fashion.  If 
not, they could fall prey to corruption and exploitation, contributing to further violence and instability. 

Afghans will be monitoring the Tokyo Conference to see if donors live up to their promises not to abandon 
them after 2014.  
 
In the interests of Afghanistan’s long term prosperity and stability, the international community should not 
disappoint them. 
 

AID EFFECTIVENESS TO DATE 

Since the fall of the Taliban in 2001, $57 billion in international aid has been pumped into Afghanistan.   While 
the bulk of international assistance has been dedicated to security spending, development aid has delivered 
progress.   There have been major improvements in political rights, education, healthcare and living standards 
for millions of Afghan men, women and children. Agricultural output has doubled over the past five years.  
More than seven million boys and girls are enrolled in school: the highest number in Afghanistan's history.  
Just over 27 per cent of MPs are women.  More women are free to participate in public life and to work 
outside their homes as doctors, teachers, entrepreneurs and lawyers.  Access to primary health care has 
dramatically improved. There have been important advances in reducing maternal and child mortality.  
However, progress remains uneven. Millions of children - particularly girls - are still not being educated.  
Approximately 87 per cent of women experience some form of sexual, physical, or psychological abuse3.  One 
woman dies every two hours due to pregnancy related causes.  One in ten Afghan children still dies before 
their fifth birthday. Two thirds of children are stunted, a third are underweight.  So progress, while impressive, 
has been uneven.  It is essential for donors to maintain development spending to ensure that the fragile gains 
of the past decade are not reversed.   
 

 
BARRIERS TO AID EFFECTIVENESS AND DEVELOPMENT 
 

UNEVEN AID DISTRIBUTION 

A number of factors have limited the impact of international aid, weakening its reach and effectiveness.  It has 
been used to achieve political and security objectives and has often been driven by donor priorities, rather 
than Afghan needs and preferences.  Donors now recognise that too many projects have been designed to 
deliver rapid, visible results.  More emphasis must now be given to projects aimed at achieving sustainable 
development and poverty reduction and helping Afghans to help themselves. Local communities - and 
particularly Afghan women - have not been adequately consulted about their needs.  Aid should target the 
needs of people in rural areas better, as this is where more than three quarters of Afghans live.  Critical areas 
such as agriculture have been under-resourced, while military expenditure has dwarfed development 
spending. A lack of accountability and co-ordination has further undermined the effectiveness and coherence 
of international assistance.  Steps need to be taken to ensure a more equitable distribution of aid.  It should be 
better co-ordinated and focused on the needs of local communities. 
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CORRUPTION 
  
Corruption and patronage remains a challenge at all levels and has impeded progress towards long-term 
development. This is due to numerous factors, including weak state institutions and financial governance, 
multiple layers of sub-contracting, and a culture of impunity, along with a lack of transparency, timely 
information-sharing and independent oversight.  A lack of political will to tackle high level corruption has led to 
massive scandals, such as the collapse of the Kabul Bank in a $900 million fraudulent loan scandal in 2010.  The 
Afghan parliament and civil society should be encouraged - and helped - to play a greater role in overseeing aid 
and public spending. 
 
 
ECONOMY, EMPLOYMENT AND POVERTY  
 
In 2011, Afghanistan’s GDP grew by 8.4 per cent. The main drivers of that growth were construction, 
communications services, transport and security spending.  However, the size and growth of the economy is 
far below the level needed to meet Afghans’ basic needs.  The economy continues to be heavily reliant on 
agriculture, which accounts for between a quarter and a third of GDP.  However, agriculture production 
remains extremely vulnerable to weather conditions.  In 2010-11, agricultural output contracted as a result of 
widespread drought, lowering overall growth by 1.5 per cent
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. 

Despite the huge influx of international aid, Afghanistan is still one of the poorest countries in the world, with 
36 per cent of its population unable to meet basic subsistence needs. An estimated 9 million people are living 
below the poverty line5.  The United Nations’ Human Development Index ranks Afghanistan 155th out of 169 
countries. Unemployment remains a problem and there is an over-reliance on service-sector jobs.   

The rural poor are often the worst off, hampered by insecurity, indebtedness, poor infrastructure and lack of 
access to markets, as well as limited access to education and health care. The remoteness of many areas, 
combined with poor infrastructure, mean that some communities have little or no access to outside markets 
and the associated income and jobs. 
 
There is a significant lack of vocational skills training across Afghanistan. Where it does exist, it tends to be 
concentrated in a few areas and focus on basic, rather than advanced, skills. 
 
 

FUTURE ECONOMIC CHALLENGES  

 

REDUCTIONS IN MILITARY-LINKED SPENDING 

The closure of provincial reconstruction teams, whilst welcome, may have a detrimental impact on 
employment.  Their departure is likely to lead to a drop in the number of contracts available for Afghan 
companies.  Construction booms in some parts of Afghanistan may stall, putting people out of work and 
leaving men of fighting age with bleak employment prospects.  Such problems could be mitigated by offering 
diverse skills training to reduce Afghans’ dependence on the construction sector and providing more 
opportunities to start micro-businesses.  

CHALLENGES FACING THE AFGHAN GOVERNMENT 
 
Donors have pledged to channel 50 per cent of their aid directly to the Afghan government, in order to 
enhance Afghan ownership of aid6. This “on-budget” funding is an important tool for improving both national 
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and local government’s ability to deliver basic services.  However, it requires careful oversight to ensure that 
funding reaches the provinces.  

Currently only around a third of all on-budget contributions are spent due to ministries’ lack of trained 
personnel and resources. There is a real risk that if too much is handed over too quickly, ministries will be 
overburdened and service delivery will suffer. 7    

The jobs of many Afghan public servants may be threatened as transition progresses.  Particularly at risk are 
the thousands of civil servants whose wages are partially or wholly paid by international donors.

8 
 There is a 

risk of a further brain drain if they, and other talented Afghans, decide to leave the country.  Meanwhile, with 
donors’ own staffing levels in Afghanistan likely to decrease, the Afghan government’s ability to oversee large 
contracts and grants may be further compromised.  It is vital to ensure proper oversight of aid programmes 
during any staffing drawdown to ensure the transition process is successful and aid continues to reach those 
who need it.   

MAKING AID LOCAL, RELEVANT AND EFFECTIVE 

Local government officials often disagree with Kabul ministries on centrally agreed priorities and the way aid is 
spent.  However, they often don’t have the resources, influence, or necessary technical skills to challenge this.  
Consequently, local communities have more confidence in the ability of local community development 
councils (CDCs) to carry out development projects than local government departments whose projects often 
fail to respond to community needs.9 Greater use should be made of local community programming methods 
in the future to ensure that development projects are both locally relevant and sustainable.  

IMPROVING TRADE AND RURAL LIVELIHOODS 

The most effective way to reduce poverty and build tax revenue and investment is by diversifying and 
developing the economy.  It is essential to provide sustainable rural employment to ensure long-term 
economic development.  This can be done by providing vocational training, increasing the quantity and quality 
of produce and facilitating access to both domestic and international markets. Investment in agriculture 
remains crucial, along with support for farmers allowing them to maximise yield and income in areas such as 
water supply, sustainable land use and value added processing. This will also contribute to food security across 
the country.   

Steps must also be taken to increase access to markets.  Support for packaging, food storage, preservation and 
marketing would help increase trade.  Skills training is needed to allow Afghans to benefit from their country’s 
natural resources, for example training in gem cutting or food processing. Opening up markets, both inside 
Afghanistan and abroad, will provide additional incentives to farmers, reducing the risk of them turning to 
poppy production, which can fuel further instability. 
 
IMPROVING THE ECONOMIC SITUATION OF WOMEN 

The Afghan government points out that that ‘women are approximately three times economically worse off 
than men’, pointing out that per capita income for women is $402, compared to $1,182 for men. 10 The 
preoccupation with economic survival has resulted in families becoming increasingly willing to allow women to 
work.  However, women and girls face significant discrimination in terms of lower wages, access to markets 
and employment due to deteriorating security, exposure to violence targeted against women and traditional 
gender roles.  Efforts to reduce poverty through creating sustainable jobs must take into account the complex 
problems that women face.  
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EXPLOITING AFGHANISTAN’S MINERAL WEALTH 

Afghanistan’s untapped mineral and energy resources, estimated to be worth between USD $1-$3 trillion
11

, 
are increasingly viewed as a promising source of development funding beyond 2014.  However, a recent World 
Bank report makes it clear that such income will not immediately fill the projected financing gap left after 
Transition.12 There is also a credible risk that any significant money sources available after 2014 could become 
subject to competition in order to replace the war economy.  If not properly managed and monitored, this 
could contribute to instability and conflict rather than providing economic growth and development.  In other 
resource-rich countries, like the Democratic Republic of Congo, Iraq, Libya and Sierra Leone, resource 
exploitation has often exacerbated conflict, corruption, environmental degradation, unemployment and 
poverty. 

Clearly the development of this major revenue-generating sector needs to be accompanied by stringent 
governance and oversight systems.  Rapid development must be tempered with a consideration of how much 
the Afghan Government can take on.  Proper safeguards must be established to protect the human rights and 
local environment of communities affected by energy or mineral extraction. The Afghan Government and its 
international development partners have already recognised this through high-level political commitments.  
One of these - the US-Afghan Strategic Partnership Agreement

13
- states that the international community must 

support “Afghanistan’s efforts to govern its natural wealth through an accountable efficient, effective and 
transparent framework that builds upon and surpasses international best practice”.

 14
  This laudable pledge 

now needs to be translated into action. 
 
A well-regulated extractive industry could eventually give a major boost to the Afghan economy, providing 
employment and raising living standards.  However, for this to happen, Afghans must have the skills to take up 
those jobs.  This again highlights the need for more technical and vocational training to ensure that the people 
of Afghanistan can reap the full benefits of their country’s resources. 

 

RECOMMENDATIONS: 

BAAG believes that during this critical transition phase of Afghanistan’s development the Tokyo conference 
donors and the Government of Afghanistan must aim to agree the following: 

AID 

 International donors must aim to provide adequate and timely aid flows and avoid rapid or major cuts 
in aid which risk destabilising future economic and development progress.    
 

 Donors should commit to protect and prioritise funding for essential services, particularly healthcare 
and education which are central to socio-economic development. 
 

 Donors should ensure that aid and public spending works better for Afghans. Success must be 
measured on the basis of the sustainability of communities, throughout the country, and on the 
ability of state institutions to meet their needs over the long term.  Donor projects should be Afghan-
driven using community programming methods to design and deliver development efficiently and 
sustainably.   
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 Donors should ensure that aid works better for donor governments’ tax payers by improving the 

transparency of aid spending and ensuring that aid delivery is impartial, well co-ordinated and needs-
based. 
 

 As donors move to increase on-budget aid, clear benchmarks should be set to ensure that 
government ministries have the capacity to absorb and spend the funds.  At the same time it is 
important that a variety of funding mechanisms and implementing partners be maintained, including 
national and international civil society organisations and the private sector.  Mechanisms should also 
be put in place to ensure funds are reaching the provincial and district level and to monitor and 
measure the implementation and effectiveness of programmes. 

 

 Donors must ensure that gains made in advancing women’s rights (and especially in tackling violence 
against women) are secured and extended during the transitional period. Initiatives such as the 
National Action Plan for the Women of Afghanistan (NAPWA) and the Elimination of Violence Against 
Women law (EVAW) require specific earmarked funding over the next five years. 

 
TRANSPARENCY 

 

 Civil society efforts to track and monitor aid and public spending must be developed and supported. 
The participation of women, who are still largely excluded from decision making processes, is 
particularly important.   Civil society must have buy-in and involvement in any monitoring processes 
during the transition phase. 
 

 Donors should increase their efforts to support the Afghan Government, the Afghan parliament and 
civil society to reduce and tackle corruption and waste.  This requires specific measures including 
establishing a mutual accountability framework with indicators and mechanisms as agreed post-
Busan, ensuring greater transparency in, and timely information sharing on international aid.  

 

DEVELOPMENT PROGRAMMES & INVESTMENT 

 

 Donors & the Afghan Government must continue to provide skills training to provide sustainable 
livelihoods and expand market opportunities, particularly for rural communities and women.  Donors 
should also open trade links with Afghan enterprises and provide support for the development of 
small and medium enterprises (SMEs). 
 

 Farmers and their families are not currently making the most of their livelihoods. Many lack the skills 
and assets to maximise the potential of their goods.  Consequently, many natural resources and 
products are exported to be packaged, or used in manufacturing, abroad.  More needs to be done at 
household level to help people move up the value chain and benefit from the additional jobs and 
incomes that this creates.  Those farmers that are already growing high-value cash crops should be 
supported to adopt improved agricultural techniques and access markets. It is important that this 
investment comes in the form of multi-year funding to ensure sustainable results. 
 

 More effective investment must be made in interest groups, cooperatives and associations that have 
already proved successful in enabling small-scale businesses and entrepreneurs to access local, 
provincial or regional markets.  Once again, multi-year funding is essential if these groups are to 
develop their ability to access markets and channel the resulting income and job prospects to their 
local communities.  
 

 The international community must work with the Afghan Government to establish stringent 
governance and oversight frameworks to regulate the exploitation of Afghanistan’s energy and 
mineral resources. Such frameworks can reduce opportunities for corruption and help to strengthen 
government legitimacy.  It is essential to consider how mineral extraction will affect local populations, 
and build in safeguards to protect security, human rights and the environment.  Providing avenues for 
consultation can bolster local support and reduce the scope for future conflict. 


