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Executive summary

The UK government has a target for official development assistance (ODA) spending across all its departments
each year. By law this target is set at 0.7% of UK gross national income (GNI), but the government announced a
reduction in spending to 0.5% of GNI from 2021 as a “temporary measure” in response to the economic effects
of the COVID-19 pandemic. In February 2025, the Prime Minister announced a further reduction to 0.3% of GNI
in 2027, to fund increased defence spending.

This review examines the principles and processes adopted to estimate the available ODA budget and to
allocate it across UK government departments each year. It assesses whether those processes are a viable
and effective way to ensure value for money relative to the UK’s objectives for development spending. It also
assesses how the UK has interpreted the definition of ODA, particularly regarding spending on refugees and
asylum seekers in the UK — known as in-donor refugee costs (IDRC) — and how that interpretation interacted
with the allocation process and impacted on value for money.

The review covers the years 2021-22 to 2024-25 — a period of major disruption to the UK ODA budget —
while also looking forward to the potential impact of changes announced at the 2025 Spending Review.

Key findings

The system for allocating ODA budgets across government during the review period was not always based
on shared strategic priorities or evidence of value for money.

There has been no consistent overarching strategy or set of priorities for UK aid, and cross-government ODA
management processes have often been narrowly focused on expenditure around the aid target, rather than
delivery against an agreed set of results. This falls short when compared to the lessons from the National Audit
Office’s work on a planning and spending framework that enables long-term value for money.

The combination of an ODA target set relative to GNI, the decision to treat this as both a ceiling and a floor,
and the inclusion of policy-driven development spending and demand-driven asylum costs in a single target,
undermined value for money.

There is an inherent challenge to budgetary planning and value for money from the decision by Parliament
to set a target for spending relative to GNI, which is a moving target and by nature hard to forecast.

This challenge was compounded by the decision of successive governments, up to 2025, to treat the ODA
spending target as an annual ceiling as well as a floor — that is, a figure that must be hit precisely without
spending going above or below it — designating the Foreign, Commonwealth and Development Office
(FCDO) as the spender and saver of last resort. This meant that FCDO had to adjust its budgets, often late in
the financial year, to ensure that the target was met if there were fluctuations in GNI or another department’s
costs unexpectedly increased.

The challenge was further compounded by including two different forms of spending together to meet

a single target: policy-driven development spending aimed at reducing poverty in the poorest countries,

and demand-driven spending on IDRC aimed at meeting the UK’s legal obligations to support asylum seekers.
Under international aid rules, some of the costs associated with supporting refugees and asylum seekers who
arrive in the UK qualify as ODA for the first year. This meant that any rise in IDRC automatically displaced funds
from development spending overseas, regardless of value for money relative to the UK’s objectives.

As set out in past Independent Commission for Aid Impact (ICAI) reviews, despite the shortcomings of the
system, FCDO was largely able to minimise the practical impact of these challenges before 2020 by careful
forecasting and managing the timing of planned payments across calendar years.
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However, this review covers a period characterised by less predictability in spending, in the face of volatile
GNI and sharply rising IDRC, which peaked at 28% of the total aid budget in 2023. The measures required to
hit the target left FCDO facing long periods of budgetary uncertainty, with real impacts on the quality of its
programming and its ability to support global poverty reduction. This was a perverse outcome, given the
intention of the International Development (Official Development Assistance Target) Act 2015, to protect
UK aid flows in line with international commitments.

The system also weakened the incentive for the Home Office to manage its IDRC spending carefully,
as any overspends were countered by reductions in the FCDO budget, rather than by use of other
Home Office budgets.

Poor forecasting of IDRC by the Home Office also increased the disruption to other ODA spending, although
there is evidence of improvement in recent years.

The UK has applied an expansive interpretation of IDRC, while staying broadly within international guidance,
increasing the impact on wider ODA budgetary management.

Guidance agreed by the Organisation for Economic Cooperation and Development’s Development
Assistance Committee (OECD-DAC) defines which categories of spending on assisting refugees may be
reported as ODA. However, that guidance leaves donors a high degree of latitude in what they choose
to report, including capping spend as a percentage of aid budgets, or reporting no spending at all,
while technically remaining within the guidance.

ICAI's benchmarking against two other donor countries, the Netherlands and Sweden, and against donor
best practices collected by the OECD, found that the UK has consistently opted for the most expansive
reporting option, contrary to the recommendation by the OECD to adopt a “conservative approach”.
The UK also continued to use estimated imputations rather than actual costs for some areas of spending,
including healthcare and education, raising risks of over-reporting.

Taken together, this expansive approach increased the pressure on the wider system of ODA allocation,
increasing the risks to value for money.

Big differences in practices for reporting IDRC by donors across the OECD also undermined the coherence
and comparability of international statistics for ODA.

The removal of FCDO’s role as spender and saver of last resort is a positive step but the implications for the
overall approach to ODA are not yet clear.

From 2025-26, FCDO will be allocated an ODA budget in cash terms, giving greater budget stability and ability
to plan for the medium term. The 2025 Spending Review reiterates the government’s commitment to bringing
down IDRC, but assumes that they will continue to absorb approximately one-fifth of UK ODA.

While the removal of FCDO’s role as spender and saver of last resort is a welcome development, the 0.3% of
GNI planning target continues to cover both development policy-driven spending and demand-driven asylum
costs. The implication is that the outturn for ODA spending from 2027 onwards may be higher or lower than
0.3% depending on GNI growth and the government’s success in reducing IDRC. The ODA budgets allocated
to FCDO will no longer be automatically adjusted upwards or downwards, so there would be no sudden in-year
reductions of the kind that characterised earlier periods, but it is not clear whether the government would
choose to make discretionary changes to budgets if outturns were to differ significantly from 0.3%.



https://www.legislation.gov.uk/ukpga/2015/12/contents

New processes from 2025 for ODA allocation across departments may contribute to improved value for
money but currently lack transparency and clear overarching objectives for the use of development funds.

FCDO was given a more active role in the allocation of ODA budgets in the 2025 Spending Review.

To enhance cross-government coordination, FCDO and the Treasury have re-established a ministerial-level
cross-government Board of all the main ODA-spending departments, with a mandate to drive strategic
coherence and value for money. The government has also stated an intention to ‘modernise’ the UK’s
development cooperation. It will be important for the government to articulate this new vision as soon

as possible, to provide a strategic framework for departments to make best use of reduced ODA budgets.

Recommendations

- Recommendation 1: The UK should put in place a strategic, evidence-based, comprehensive and
transparent approach to the allocation of ODA budgets across government departments, based on
aviable framework for achieving long-term value for money.

- Recommendation 2: The UK should confirm a permanent end to the FCDO’s role as spender and saver
of last resort and ensure that any ODA spending target is no longer treated as both a ceiling and a floor.

- Recommendation 3: The UK should take measures to increase the medium-term predictability of ODA
allocations, for example by establishing multi-year rolling commitments.

- Recommendation 4: The UK should separate the allocation, management and public reporting of in-donor
refugee costs from other forms of ODA, in recognition of the distinct purpose and demand-driven nature
of asylum support.

« Recommendation 5: The UK should work with the OECD Development Assistance Committee and other
OECD members to reduce the impact of different in-donor refugee cost reporting practices on the
coherence and comparability of international ODA statistics.
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Introduction

The UK government has a target for official development assistance (ODA, or ‘aid’) spending

across departments each year. By law, the target is set at 0.7% of UK gross national income (GNI),
reflecting a long standing UN aspiration to scale up global aid to this level. In recent years, however,
the government has reduced the aid budget, first to 0.5% of GNIin 2021 as a “temporary measure”
in response to the economic effects of the COVID-19 pandemic, and then to 0.3% in 2027, to fund
increased defence spending.

This Independent Commission for Aid Impact (ICAl) review examines the principles and processes
adopted to estimate the available ODA budget, and to allocate it across UK government departments
each year. The review assesses whether those processes are a viable and effective way to ensure value
for money relative to the UK’s objectives for development spending. Though remote from the frontline
of aid delivery, these cross-government processes have impacted profoundly on the value for money
of UK aid in the turbulent years since the COVID-19 pandemic.

The review also assesses how the UK has interpreted the definition of ODA, particularly regarding
spending on refugees and asylum seekers in the UK — known as in-donor refugee costs (IDRC)
- and how that interpretation interacted with the allocation process and affected value for money.

Achieving the ODA spending target each calendar year is challenging, for several reasons.

First, there is an inherent challenge to budgetary planning and value for money from the decision

by Parliament to set a target for spending relative to GNI, which is a moving target and by nature

hard to forecast. Second, uniquely among donor countries, the UK defines its target as both an annual
floor and an annual ceiling — that is, a figure that must be hit precisely without spending going above
or below it. This involves managing significant levels of uncertainty. UK GNI is not known for certain
until after the end of the year, and many items of ODA expenditure are difficult to predict.

Crucially, the UK government has also expected one single department, the Foreign, Commonwealth
and Development Office (FCDO) to take on the ‘spender and saver of last resort’ role required of

the former Department for International Development. ODA spending must therefore be carefully
monitored by FCDO over the course of the year in response to emerging GNI projections and cross-
government ODA spending estimates, with last-minute adjustments each December to hit the target

to the required degree of precision. This meant that FCDO had to adjust its budgets, often late in the
financial year, to ensure that the target was met if there were fluctuations in GNI or another department’s
costs unexpectedly increased.

This approach is at odds with the need for “realistic and stable funding commitments” identified by

the National Audit Office in its approach to frameworks for planning and spending to enable long-term
value for money. It also varies from the way the Treasury otherwise discharges its responsibility to provide
predictable budgets to spending ministries so that they may more easily deliver value for money.

Since the COVID-19 pandemic, the challenge of hitting a precise annual spending target has been
made far more difficult by unprecedented levels of volatility, as a result of fluctuations in UK GNI during
the pandemic and successive ODA budget reductions. The challenge was further compounded by
including two different forms of spending together to meet a single target: policy-driven development
spending aimed at reducing poverty in the poorest countries, and demand-driven spending on IDRC
aimed at meeting the UK’s legal obligations to support asylum seekers. This meant that any rise in IDRC
automatically displaced funds from development spending overseas, regardless of value for money
relative to the UK’s objectives.

As set out in past reviews by ICAI — including ‘Management of the 0.7% ODA spending target’ (2020)
and its update in 2021 — the processes worked reasonably well in years when the budgetary parameters
were fairly predictable. However, from 2020 onwards, as conditions became more volatile, they began
to present significant value for money risks.
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19  This review continues the work of past reviews to cover the period from 2021-22 to 2024-25, while also
looking forward at changes announced in the 2025 Spending Review. As a secondary issue, the review
also revisits and assesses how the UK has interpreted the ODA definition — particularly in respect
of refugee support costs, and whether this was an optimum approach to ensure value for money in
ODA spending. It builds on ICAI's 2023 review, ‘UK aid to refugees in the UK’, and its information note,
‘Management of the official development assistance spending target’, published in July 2025.

110 The review questions (see Table 1) address the systems and processes involved in allocating and
managing ODA budgets across departments from a value for money perspective, the implications
of how the UK defines its ODA target, and lessons for managing ODA spending in the current spending
review period. In this context, value for money refers to the UK’s ability to allocate ODA budgets across
departments and coordinate their spending in ways that support the achievement of a coherent set of
objectives. ICAl's approach to assessing value for money in this review draws substantially on National
Audit Office guidance on effective cross-government planning and spending frameworks. The findings
section of the report is structured under the review questions, and is followed by conclusions
and recommendations.

Table 1: Review questions

Review questions

How effective were the systems and processes for allocating and managing the official development
1 assistance (ODA) budget across government departments from 2021-22 to 2024-25, and did these
create a viable framework to ensure value for money?

What has been the impact of the UK’s interpretation of the definition of official development
2 assistance (ODA) from 2021-22 to 2024-25, in particular of in-donor refugee costs, and to what extent
is this in line with international comparators?

What lessons could the UK adopt from its previous approaches to allocating and managing official
3 development assistance (ODA) in the period covered by the 2025 Spending Review, to maximise
long-term value for money and facilitate policy coherence on ODA across government?

111 The review methodology involved a number of elements:

- Areview of government strategic documents and policies.

- A mapping and analysis of the systems and processes for allocating, managing and coordinating
ODA budgets.

« Areview of past findings and recommendations by ICAl and other scrutiny bodies, and the
government’s response.

- Financial analysis of cross-government ODA spending, including the management of past
ODA budget reductions.

« Benchmarking of UK practices against those of other donors, especially the Netherlands and Sweden.

- Engagement with a range of stakeholders across ODA-spending departments, including FCDO,
the Treasury, the Home Office and others, and with a range of external stakeholders.

Altogether, the methodology involved the collection and review of more than 680 documents,
37 interviews, and two roundtables with a total of 22 participants.
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2. Background

2.1 This section of the report provides an introduction to key concepts, processes and trends in the
cross-government management of official development assistance (ODA), to provide context for
the analysis that follows. A more detailed description is available in ICAl's July 2025 information note,
‘Management of the official development assistance spending target’.

The definition and purpose of ODA

2.2 The definition of ‘official development assistance’ is agreed internationally by the Organisation for
Economic Cooperation and Development (OECD). The OECD’s Development Assistance Committee
(DAQ), consisting of 33 donor countries, agrees statistical standards for reporting ODA and publishes
global aid statistics.

2.3 ODA s defined as aid by governments and official agencies to a list of ODA-eligible countries or via
specified multilateral organisations, with the promotion of the economic development and welfare
of developing countries as its main objective. This international definition is reflected in the UK’s
International Development Act 2002, which provides the statutory authority for most ODA spending
(although, significantly, not in-donor refugee costs).! The Act also specifies that, when spending
development assistance, the minister must be satisfied that it is “likely to contribute to a reduction
in poverty”.? This sets poverty reduction as the overarching purpose of UK aid, while leaving ministers
discretion to determine how best to achieve it. A subsequent law from 2014 provides that, when
spending development assistance under the International Development Act, the minister must
also consider whether aid can be provided in ways that contribute to reducing gender inequality.?

The ODA spending target

2.4 In1970, the UN General Assembly made a non-binding recommendation that donor countries should aim
to provide development assistance at the level of 0.7% of their gross national income (GNI). The figure
was based on modelling of the additional resources that developing countries would need to invest in
national development in order to achieve a healthy growth rate, above what could be financed from
domestic savings. While the modelling is now dated, the target has been retained, reflecting a collective
aspiration to scale up investment in the UN Sustainable Development Goals.*

2.5 The UK first pledged to scale up towards the UN target at the 2005 G8 Summit in Gleneagles. Over the
next eight years, it doubled its aid, reaching 0.7% in 2013, and enshrining the target in law two years
later. The International Development (Official Development Assistance Target) Act 2015 imposes a duty
to achieve the statutory 0.7% target and specifies that, if the target is missed in any given year, the
government must explain to Parliament why it has been missed and what steps will be taken to ensure a
return to 0.7% the following year. The Act specifies that this obligation to report to Parliament is the sole
form of accountability attaching to the target.®

1 Independent Commission for Aid Impact, ‘ICAI follow-up: UK aid to refugees in the UK’, 16 May 2024 (viewed on 4 November
2025); OECD Data Explorer (viewed on 4 November 2025)
2 ‘International Development Act 2002’, Section 1 (viewed on 13 December 2025) — by changes to the original Act, “the minister”

now means the Secretary of State for Foreign, Commonwealth and Development Affairs, or the Treasury

‘International Development (Gender Equality) Act 2014’, Section 1 (viewed on 23 February 2026)

Center for Global Development, ‘Ghost of 0.7%: origins and relevance of the international aid target’, Michael Clemens and
Todd Moss, September 2005 (viewed on 13 December 2025); ODI, ‘Financing the end of extreme poverty: 2019 update’, Marcus
Manuel, Emma Samman and Martin Evans, September 2019 (viewed on 13 December 2025)

5 ‘International Development (Official Development Assistance Target) Act 2015’, Sections 1-3, (viewed on 13 December 2025)

NowW
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Figure 1: UK official development assistance (ODA) levels as a percentage of gross national
income (GNI), 1970-2024
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Source: Foreign, Commonwealth and Development Office data in ‘Statistics on International Development: final UK ODA spend
2024’, and Foreign, Commonwealth and Development Office data in ‘Statistics on International Development: final UK ODA spend
2023’ (viewed on 15 December 2025)

Description: The line chart shows UK ODA as a percentage of GNI trending overall upwards between 0.36% and 0.5% until 1979,
downwards to 0.24% in 1999, and then upwards to reach 0.7% between 2013 and 2020. In 2021, the line drops downwards to 0.5%,
rises to 0.58% in 2023, and falls again to 0.5% in 2024.

2.6 As Figure 1shows, the UK met the 0.7% target each year from 2013 to 2020. However, in 2021, the Foreign
Secretary informed Parliament that the UK would spend only 0.5% as a temporary measure, pledging to
return to 0.7% “when the fiscal situation allows”.* The government set two fiscal tests for a return to 0.7%.
Based on current economic forecasts, these are not expected to be met until at least 2030,” leading to
some debate about the legality of this course of action.?

2.7 On25February 2025, Prime Minister Keir Starmer announced that the UK would reduce its
ODA budget from 0.5% to 0.3% of GNIin 2027/ as part of a plan to increase UK defence spending.
Since the 2025 Spending Review, the government has characterised the target as “equivalent to
0.3% of GNI”. We understand this to mean that it will set departmental ODA budgets in cash terms
to meet 0.3% of the Office for Budget Responsibility’s forecast for GNI, rather than targeting a
specific outturn. The government has signalled that the reduction will be accompanied by a process
of ‘modernising” UK aid, with a shift of focus towards providing expertise and mobilising other sources
of development finance, rather than the direct funding of development projects.”

6 Foreign, Commonwealth and Development Office, ‘Official Development Assistance: Foreign Secretary’s statement,
November 2020’, 26 November 2020 (viewed on 8 June 2025)

7 ‘Treasury Update: Statement made on 12 July 2021 to Parliament, 12 July 2021 (viewed on 8 June 2025)

8 Athreatened legal challenge by the ONE campaign in 2025 was subsequently withdrawn. Independent Commission for Aid
Impact, ‘Management of the official development assistance spending target’, July 2025, Box 2, page 6 (viewed on 13 December
2025)

9 Hansard, ‘Statement to Parliament on Defence and Security’, Prime Minister Keir Starmer, 25 February 2025 (viewed on 8 June
2025)

10 Minister for Development Baroness Chapman, ‘A new chapter in how we finance development: Baroness Chapman statement’,
2 July 2025 (viewed 26 February 2026)
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Allocation of ODA across departments

2.8 UKaidis currently spent by 18 UK government departments, plus the Scottish and Welsh governments
and through various non-departmental channels." The primary means for allocating ODA budgets
across departments is through spending reviews — periodic processes by which the government,
led by the Treasury, sets departmental spending limits for areas of expenditure that are reasonably
predictable. Spending reviews usually cover a three- or four-year period, although one-year processes
are sometimes used. The process by which departments bid for and receive ODA budgets is described
below in para 3.6 to 3.7. These budgets are further divided into ‘resource departmental expenditure limit’
for day-to-day operations, and ‘capital departmental expenditure limit’ for investments, such as loans,
equity investments, capital injections into British International Investment (BII) and certain multilateral
contributions.

2.9 Inthe period from 2010 to 2014, the former Department for International Development (DFID) and
Foreign and Commonwealth Office (FCO) — which later merged to become the Foreign, Commonwealth
and Development Office (FCDO) — spent around 90% of total UK ODA.” From 2015, that share steadily
fell, reaching a low of 60% in 2022, before returning to 67% in 2024. There were a number of reasons
for this fall, including a rise in UK international climate finance (aid given to support countries to respond
or adapt to climate change), ODA-financed research expenditure and, above all, spending on refugees
in the UK — all items that involve significant spending by departments other than FCDO.

Figure 2: The growing share of UK aid spent on domestic refugee costs

Stacked area chart showing how aid spending is split between FCDO and other departments between 2009-24
(FCDO spend includes its predecessor departments)
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Source: Foreign, Commonwealth and Development Office data in ‘Statistics on International Development’, various years
(viewed on 15 December 2025)

Description: The chart shows how FCDO (and its predecessor departments’) spending increases steadily to a high point between
2013 and 20719, drops sharply in 2021, then rises again in 2023. Non-FCDO spending (excluding in-donor refugee costs) grows slowly
at first, increases more quickly around 2014-17, peaking in 2020 before falling sharply. In-donor refugee costs are very low until 2015,
rise modestly to 2021, spike in 2022 and 2023, then drop in 2024. Overall, total aid spending climbs from 2009 to 2019, declines in
2020-21, rises again in 2022-23, and dips slightly in 2024, with recent changes driven mainly by shifts in in-donor refugee costs.

1 Foreign, Commonwealth and Development Office, ‘Statistics on International Development: final UK ODA spend 2024,
September 2025, Table 3 (viewed on 13 December 2025)

12 The precise sequence was 91.02% (2010), 93.21% (2011), 89.82% (2012), 90.40% (2013), 89.32% (2014), Detail is available in
Foreign, Commonwealth and Development Office data in ‘Statistics on International Development’, various years (viewed on
26 February 2026)



https://www.gov.uk/guidance/statistics-on-international-development
https://www.gov.uk/government/statistics/statistics-on-international-development-final-uk-oda-spend-2024
https://www.gov.uk/guidance/statistics-on-international-development

The rise of in-donor refugee costs

210 Not all UK ODA is allocated through spending reviews. UK government spending on refugees and asylum
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seekers in the UK is determined by statutory entitlements,” and varies year on year according to arrival
numbers and variable cost factors. The international ODA definition includes certain spending to support
refugees and asylum seekers during their first year in the UK, including on accommodation, food,
healthcare and children’s education. This category of ODA expenditure is known as ‘in-donor refugee
costs’ (IDRC). These costs can vary significantly across years. Under the UK government rules that applied
throughout the review period, IDRC is deducted from FCDO’s ODA allocation, to ensure that the fixed
planning target for spending is achieved. This meant that any rise in IDRC automatically displaced funds
from development spending overseas, regardless of value for money relative to the UK’s objectives.

IDRC have risen dramatically in recent years (see Figure 2). This has mainly been due to a steep rise in
the costs per head of supporting refugees and asylum seekers. Increased arrivals of refugees and asylum
seekers, including Afghan citizens following the August 2021 fall of Kabul to the Taliban and Ukrainians
following the 2022 full-scale Russian invasion, also contributed to an increased backlog of undecided
asylum claims, and more people being entitled to support. A shortage of accommodation has led the
Home Office to house refugees and asylum seekers in rented hotels. At one stage, in October 2022,
rental contracts in over 400 hotels were costing £6.8 million per day.* As a consequence, IDRC rose
sharply from £628 million in 2020 to £4.3 billion in 2023, when they absorbed 27.9% of the aid budget,
before falling back to £2.8 billion in 2024 (20.1%). When combined with aid budget reductions, the rise
in IDRC caused all other aid to fall by £5.6 billion, or 38%, in 2022, compared to its 2019 peak, with further
falls projected as the aid budget is progressively reduced to 0.3%.

Independent Commission for Aid Impact (ICAI) calculations, based on figures published in the 2025
Spending Review, show that the government projects only modest reductions in IDRC in the coming
years, suggesting that IDRC will continue to absorb approximately one-fifth of the UK aid budget.

With the ODA planning target falling to 0.3% of GNI in 2027, this will leave the UK aid available for other
purposes at just 0.24% of GNI — the lowest level relative to national income in more than 50 years of
UK ODA statistics, matched only in 1999.%

The UK’s approach to calculating and reporting IDRC — assessed under the second review question
from para 3.36 onwards — has also changed considerably over the years, contributing to the increase
in refugee costs reported by the UK as ODA. IDRC was first included in the international ODA definition
in 1988, on the basis that support for refugees is a form of humanitarian aid, wherever provided. This
was a controversial decision, as the funds are not transferred to a developing country, and the UK
initially declined to report any ODA spending in this category. The UK only began reporting IDRC

in 2010, to bring its ODA statistics in line with international practice, and even then reported relatively
minor amounts — £12 million in 2010, rising to £135 million in 2014."° Since 2010, government methods
for calculating IDRC have become much broader, capturing not only the costs of resettling refugees in
the UK, but also a larger share of the first-year support costs for resettled refugees and asylum seekers,
as well as the Homes for Ukraine scheme. Past ICAI reviews have found that, while UK reporting practices
are in accord with guidance from the OECD-DAC, they are now more expansive than those of many
other donors.”

Summarised in House of Commons Library, ‘Asylum support: Accommodation and financial support for asylum seekers’, April
2024 (viewed 26 February 2026)

Independent Commission for Aid Impact, ‘UK aid to refugees in the UK, March 2023 including April 2023 update, page 7
(viewed on 8 June 2025)

See calculations in: Independent Commission for Aid Impact, ‘Management of the official development assistance spending
target’, July 2025, Box 4 (viewed on 13 December 2025)

UK government, ‘Statistics on International Development 2015, December 2015, Table C10 (viewed on 7 January 2026)
Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 including April 2023 update, paragraphs
3.5t03.10 (viewed on 7 January 2026)



https://www.oecd.org/en/topics/sub-issues/oda-eligibility-and-conditions/in-donor-refugee-costs-in-official-development-assistance-oda.html
https://www.oecd.org/en/topics/sub-issues/oda-eligibility-and-conditions/in-donor-refugee-costs-in-official-development-assistance-oda.html
https://commonslibrary.parliament.uk/research-briefings/sn01909/
https://icai.independent.gov.uk/wp-content/uploads/UK-aid-to-refugees-in-the-UK_ICAI-rapid-review-and-update.pdf
https://icai.independent.gov.uk/review/management-of-the-official-development-assistance-spending-target/information-note/
https://icai.independent.gov.uk/review/management-of-the-official-development-assistance-spending-target/information-note/
https://www.gov.uk/government/statistics/statistics-on-international-development-2015
https://icai.independent.gov.uk/wp-content/uploads/UK-aid-to-refugees-in-the-UK_ICAI-rapid-review-and-update.pdf

3. Findings

3.1 Thefindings of the review are organised under the three review questions set out in Table 1.
They address respectively the processes by which official development assistance (ODA) budgets
are allocated and managed across government, the impact of the UK’s interpretation of the definition
of ODA (including in-donor refugee costs), and lessons from the review period for implementation
of the 2025 Spending Review.

How effective were the systems and processes for allocating and managing the ODA
budget across government departments from 2021-22 to 2024-25, and did these create
aviable framework to ensure value for money?

The allocation of ODA budgets across government is not based on a shared set of priorities or results
for UK development cooperation

3.2 According to National Audit Office (NAO) lessons on cross-government planning and spending
frameworks,”® one of the eight key lessons on the allocation and coordination of spending across
government departments is the importance of a shared set of objectives. This has not generally
been the case for UK ODA over the review period, for a number of reasons.

3.3 The UK has lacked a clear or stable set of overarching objectives for aid. The uncertain context that
followed the onset of the COVID-19 pandemic was compounded by rapid turnover across the great
offices of state (see the timeline in Figure 3). Changes in prime ministers, chancellors of the exchequer,
foreign secretaries and home secretaries through 2021 and 2022 led to shifts in direction and priorities
for UK aid. Decision-making often took the form of public announcements, which were accorded
lower importance following ministerial changes but rarely formally withdrawn, making it difficult to
judge exactly what the priorities were at any given time. An International Development Strategy was
released in May 2022 (the first in seven years), only to be followed by a number of other strategies in
quick succession, including the 2023 Integrated Review Refresh, a 2023 progress update on the 2022
International Development Strategy, and a new International Development White Paper in November
2023. These varied in the extent to which they purported to apply to UK development cooperation
as a whole or were based on a shared vision across government.”

34 Overall, the review period was marked by a lack of consistent priorities or intended results for UK
aid as a whole. This makes it difficult to conclude that there was a compelling, results—based rationale
for the allocation of ODA budgets across departments, in accordance with the statutory objectives
of promoting poverty reduction and reducing gender inequality. We have not been able to identify
any structured process by which aggregate UK aid expenditure was aligned behind a consistent and
explicit set of international development priorities.

3.5 AstheIndependent Commission for Aid Impact (ICAI) has previously noted, in the absence of a clear
strategy to guide the allocation of the aid budget, the ODA spending target, and the challenges of
applying itin a period of such volatility, led to major shifts in the utilisation of aid that did not reflect
any stated strategy or priority.?

18  National Audit Office, ‘A planning and spending framework that enables long-term value for money’, October 2024 (viewed on
16 December 2025)

19 Independent Commission for Aid Impact, ‘UK aid under pressure: A synthesis of ICAI findings from 2019 to 2023, September
2023, pages 9-12 (viewed on 16 December 2025)

20 Theimpact of in-donor refugee costs on other areas of ODA expenditure is documented in ICAI's 2023 review, ‘UK aid to
refugees in the UK’, especially in relation to health (Sustainable Development Goal 3), education (Sustainable Development
Goal 4) and humanitarian assistance.



https://www.nao.org.uk/insights/a-planning-and-spending-framework-that-enables-long-term-value-for-money/
https://icai.independent.gov.uk/wp-content/uploads/UK-aid-under-pressure-synthesis-of-ICAI-findings-2019-23.pdf
https://icai.independent.gov.uk/wp-content/uploads/UK-aid-to-refugees-in-the-UK_ICAI-rapid-review-and-update.pdf
https://icai.independent.gov.uk/wp-content/uploads/UK-aid-to-refugees-in-the-UK_ICAI-rapid-review-and-update.pdf

Figure 3: Timeline of change 2020-25

13 February 2020

Rishi Sunak is appointed Chancellor of the
Exchequer following the resignation of Sajid Javid.

ococ

2 September 2020
The GDP growth forecast for 2020 is at -10%.

2 September 2020
The merged Foreign, Commonwealth and Development

Office (FCDO) is officially created, with Dominic Raab as
its first Secretary of State

31 March 2021

The date is set for the merger of Department for
International Development and Foreign and Commonwealth
Office structures to be completed in the new FCDO.

Lcoc

24 February 2022
The full-scale Russian invasion of Ukraine begins.

25 July 2022
UK ODA spending is paused in the face of rapidly
rising in-donor refugee costs.

(4414

14 October 2022
Jeremy Hunt becomes Chancellor of the Exchequer.

25 October 2022
Rishi Sunak replaces Liz Truss as Prime Minister, Andrew
Mitchell is appointed as Minister of State for Development.

5 April 2023
The provisional Statistics on International Development
report that in-donor refugee costs are £3.7 billion for 2022.

€coc

10 April 2024
The provisional Statistics on International Development
report that in-donor refugee costs are £4.3 billion for 2023.

5 November 2024
Donald Trump is elected US President for a second time,
promising to ensure that NATO members contribute more.

vcoc

25 February 2025
Prime Minister Starmer announces an uplift in defence
spending and a reduction in ODA.

11 April 2025

The provisional Statistics on International Development
report that in-donor refugee costs are £2.8 billion for 2024.
This is confirmed in the final statistics published on 18
September 2025.

scoc

25 June 2025

NATO members confirm a commitment to spending
5% of GNI on defence.

23 March 2020

The UK enters its first national lockdown in response
to the COVID-19 pandemic.

2 September 2020
Anne-Marie Trevelyan finishes her tenure as the last
Secretary of State for International Development.

25 November 2020
The reduction of the UK official development assistance
(ODA) budget to 0.5% of GNI is announced in Parliament.

15 August 2021
The evacuation of Kabul, Afghanistan begins.

15 September 2021
Liz Truss replaces Dominic Raab as Secretary of State for
Foreign, Commonwealth and Development Affairs.

5July 2022
Nadhim Zahawi replaces Rishi Sunak as Chancellor of
the Exchequer.

6 September 2022

Liz Truss replaces Boris Johnson as Prime Minister,
James Cleverly becomes Secretary of State for Foreign,
Commonwealth and Development Affairs, Kwasi
Kwarteng becomes Chancellor of the Exchequer, Vicky
Ford becomes Minister of State for Development.

17 November 2022

The Autumn Budget statement confirms an additional
£2.5 billion ODA for FCDO over 2022-23 and 2023-24.

13 November 2023
David Cameron replaces James Cleverly as Secretary of
State for Foreign, Commonwealth and Development Affairs.

04 July 2024

Keir Starmer becomes Prime Minister, Rachel Reeves
becomes Chancellor of the Exchequer, David Lammy
becomes Secretary of State for Foreign, Commonwealth
and Development Affairs, Anneliese Dodds becomes
Minister of State for Development

20 January 2025
President Trump announces the closure of USAID.

28 February 2025

Anneliese Dodds resigns as Minister of State for
Development. Baroness Chapman is appointed to
the role.

. UK political leadership changes relevant to UK aid
Fiscal, budgetary and statistical updates

B External events with material implications for UK
aid priorities or delivery




The allocation of ODA budgets under past spending reviews lacked clear criteria for enabling long-term
value for money

3.6 The UK has lacked a system for allocating aid budgets across departments in ways that align with

3.7

3.8
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overarching objectives or results targets. During Spending Reviews, UK government departments have
been given an opportunity to bid for a share of the ODA budget. Bids are assessed by the Treasury and
used to guide ODA allocations. Departments are required to demonstrate that their proposed ODA
programmes align with government policy and that they have the capacity to use the funds effectively.

The process provides the Treasury with some evidence on each department’s intended use of the
ODA budget, how it contributes to the government’s objectives, and its experience with managing
aid programmes of that type. However, we find that the allocation approach does not represent

an adequate framework for maximising long-term value for money. The NAO has shared a set of
lessons that can be learned from its work on how the government can use its planning and spending
framework to enable value for money. We used that as a reference point for an assessment of whether
the ODA allocation process is focused on enabling long-term value for money.? We found a series of
factors (summarised in Table 2 and presented in full in Annex 3) that work against long-term value for
money in cross-government ODA management, including the lack of a clear strategy or results areas,
inadequate governance arrangements, lack of clear criteria for balancing the priorities and interests
of different departments, and a lack of process for monitoring results at the cross-government level.
In the absence of elements such as these, allocations have tended to reflect historical patterns among
departments®, the bargaining power of respective ministers, and short-term pragmatic decision-making
in response to falling budgets and rising in-donor refugee costs (IDRC).

Furthermore, whatever value for money considerations guided spending reviews, their allocations have
been repeatedly disrupted or revised following changes in the wider context. During the first year of the
pandemic, in 2020, a fall in UK gross national income (GNI) led to major in-year reductions to the ODA
budget. A cross-government Star Chamber (an ad hoc committee of senior ministers led by the Treasury)
was established to revise ODA allocations across departments. Two years later, allocations under the 2021
Spending Review were revisited to reflect the rapid rise in IDRC.

National Audit Office, ‘A planning and spending framework that enables long-term value for money’, October 2024 (viewed on
16 December 2025)

The historical share of non-DFID spend ran at approximately 14% from 2009 to 2014, but then increased to around 26-29%. By
2018, the pattern of non-DFID expenditure had been set by commitments to the International Climate Fund, UN contributions,
and spending through other government departments, as well as non-departmental ODA. Detail is available in Foreign,
Commonwealth and Development Office data in ‘Statistics on International Development Final UK Spend 2018’ pages 11-14,
September 2019 (viewed on 25 February 2026).



https://www.nao.org.uk/insights/a-planning-and-spending-framework-that-enables-long-term-value-for-money/
https://assets.publishing.service.gov.uk/media/5e1de966ed915d7cf031e2e7/Statistics-on-International-Development-final-aid-spend-2018d.pdf

Table 2: Reflecting on the National Audit Office (NAO) lessons on long-term value for money

Theme Lessons to maximise long-term Examples of issues

value for money (NAO) identified by ICAI
Joined-up Plan and manage spending, risks and Lack of an overarching ODA strategy
planning and delivery against common objectives across or outcomes framework, and limited
governance organisational boundaries. strategic oversight by the ODA Board.

No consistent cross-government
approach to prioritising ODA or
balancing departmental and non-
departmental ODA.

Establish clear whole-of-government and
Prioritisation departmental priorities and use them to guide
affordable spending choices.

Data and Base decisions on good evidence about Limited evidence of a portfolio
evidence efficacy, costs and risks, particularly when approach to inform allocative
working at speed. decisions.
. Monitor costs, performance and risk levels; )
Monitoring No shared cross-government metrics

build in rigorous in-flight and post-hoc

: . for assessing ODA value for money.
evaluation to enable learning.

and evaluating

Take a long-term perspective, consider future

Taking a long- . L Short spending review cycles
. scenarios, and balance short-term objectives ] .
term view . o . constrained long-term planning.
with sustainability and resilience.
Set clear short-, medium- and long-term
. o . . Reduced focus on value for money
Funding objectives underpinned by realistic and stable
. . . . due to pressure to meet ODA
commitment funding commitments, especially when

. : : spending targets.

working with local and private sector partners. P gtarg
Ensure realistic assessments of deliverability,

Realism cost, timelines and uncertainty when
committing funding.

Unrealistic budget assumptions
resulted in material underspends.

Be transparent about objectives, plans, Transparency varied significantly

Transparenc . . .
P Y spending choices, risks and performance. across departments.

Cross-government coordination of ODA has focused on meeting the annual spending target, rather than
promoting value for money

3.9 Inthe absence of an overarching strategy for UK aid, cross-government coordination of ODA has
been mainly focused on meeting the spending target. The process of meeting the target has been led
by the Foreign, Commonwealth and Development Office (FCDO) in its capacity as spender and saver
of last resort, and geared to providing it with timely and reliable reporting on and forecasting of other
departments’ ODA spending over the course of each calendar year. This allowed FCDO to adjust its
own spending accordingly, to ensure that the UK met, but did not exceed, the ODA budget.

310 To assist FCDO with managing processes to hit the target, a senior officials” group has operated
since 2015 to coordinate the ODA spending target. This has, from time to time, been supported by
ajunior officials’ group and other ad hoc structures, such as a sub-committee on in-donor refugee
costs. A ministerial-level cross-government ODA Board has also operated at various points to provide
oversight. However, these coordination mechanisms have been focused on hitting the spending
target. They have not sought to promote coherence in the delivery of cross-government aid strategies
or priorities, or to drive long-term value for money across the aid budget. Since the 2024 election,
the ODA Board has been relaunched, as discussed further in para 3.58.




311 Asaconsequence, beyond the management of spending to hit the annual planning target, there has
been no cross-government structure tasked with ensuring overall value for money in the allocation and
management of the UK aid budget. This contrasts with some well-developed coordination mechanisms
in specific thematic areas. For example, there has been a well-developed architecture for the Conflict,
Stability and Security Fund (CSSF) and for its successor, the UK Integrated Security Fund (ISF), which
coordinates the use of ODA on conflict and stability issues, in accordance with priorities set by the
National Security Council. UK international climate finance (ICF) also has structures and processes
that coordinate the contributions of the responsible departments (FCDO, the Department for Energy
Security and Net Zero and its predecessors, and the Department for Environment, Food and Rural Affairs)
to shared results areas.

3.12 As previous ICAl reports have found, the processes for meeting the spending target were generally well
managed by FCDO, enabling the UK to hold to its planning target for ODA spending under even the most
difficult conditions, but the value for money risks of hitting a specific spending target increased over time
as conditions become more volatile (see Box 1).

Box 1: Managing the ODA spending figure

The 2020 ICAI review, ‘Management of the 0.7% ODA spending target’, examined the management
and coordination process for achieving the 0.7% statutory spending target. A set of cross-government
mechanisms emerged after the 2015 Spending Review, including a senior officials” group with overall
responsibility for overseeing the ODA target. The Department for International Development (DFID),
and later FCDO, were given the role of spender and saver of last resort and required to adjust their
budgets to offset shifts in UK GNI and any variations in expenditure by other departments. This was

a pragmatic choice. As the largest spender of ODA, FCDO is better placed to adjust its expenditure
than other departments.

Over the course of the calendar year, FCDO would obtain regular ODA spending reports and

forecasts from other departments, track non-departmental spend (ODA expenditure that does

not fall within any department’s budget) and monitor UK GNI forecasts. The Supplementary Estimates
process was used where needed to reallocate budgets between departments. Up until the 2021
Spending Review, the Treasury required departments other than DFID to spend most of their ODA
allocation (eventually set at 80%) in the first three quarters of the year. ODA spending was then largely
paused during December, allowing FCDO to adjust its own spending, principally by shifting the timing
of certain payments to multilateral organisations across the end of the year, to hit the target.

The 2020 ICAI review concluded that this system for managing the ODA spending target was well

suited to handling typical levels of variability in GNI and ODA spending. However, the much higher levels
of volatility experienced from 2020 onwards made the task much more fraught. While FCDO officials
succeeded in hitting the planning target, the measures they were required to take became more drastic
in the face of this increased volatility. In these circumstances, the UK’s system for managing its ODA
spending to hit a specific planning target began to pose major value for money risks.



https://icai.independent.gov.uk/review/management-of-0-7-spending-target/
https://assets.publishing.service.gov.uk/media/61c49602e90e07196a66be73/Budget_AB2021_Web_Accessible.pdf
https://assets.publishing.service.gov.uk/media/61c49602e90e07196a66be73/Budget_AB2021_Web_Accessible.pdf
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In the face of such volatility, efforts to hit an inflexible spending figure became highly disruptive of

the UK aid programme. FCDO was left facing lengthy periods of budgetary uncertainty, hampering
forward planning and forcing it to make rapid, in-year adjustments to its expenditure. As well as the
heavy management burden, this has real impacts on the quality of the department’s programming.

In a written response to the Chair of the Public Accounts Committee, FCDO described impacts on the
ability to reach priority populations with humanitarian support, basic services, and assistance informing
sexual and reproductive health choices; to support improvements in governance; and to monitor and
evaluate programmes effectively.” The disruption to programme planning is a perverse outcome given
the respective intentions of the UN aid target and the International Development Act 2015 to increase
and maintain global and UK aid flows as a percentage of national income.

The options available for managing ODA spending against a fixed planning target have been further
constrained by the UK’s practice of making multiannual funding commitments for specific parts of the
aid programme. Fixed spending commitments in defined areas have had unintended consequences as
the aid budget has fallen, resulting in reduction of other expenditure within an overall reduced allocation.

Over the review period, this has been particularly true of the commitment to spend £11.6 billion in ICF
over the period from 2020-21to 2025-26. As described in ICAl's 2024 review of UK aid’s ICF commitments,
this commitment was backloaded towards the final year of the five-year period.* At the time of writing,
the UK is now considering what ICF target to set for the next five years.

Within the ODA budget, fixed allocations for operating costs — resource departmental expenditure
limit (RDEL) and capital departmental expenditure limit (CDEL) — have further compounded the
volatility challenge for FCDO as spender and saver of last resort. The Treasury sets the ratio between
CDEL and RDEL in order to protect long-term capital investment from being raided for short-term
operational needs. Capital expenditure within the UK aid programme includes loans and equity
investments, capital contributions to British International Investment (BIl) and financial contributions
to multilateral organisations that create a financial asset for the UK (such as paid-in capital to the World
Bank). The breadth of options affords FCDO some scope for aligning CDEL allocations with departmental
priorities. Nonetheless, this separation of the budget does constrain FCDO’s options in allocating
resources — particularly when, as in 2024 (see para 3.23 below), it is required to make unexpected
reductions in its CDEL allocation.

The government’s interpretation of the ODA spending target as both an annual floor and an annual ceiling
has left UK aid highly vulnerable to budget volatility
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It was the government’s choice to treat its 0.7% ODA spending commitment as a strict ceiling every year,
as well as a floor. This is not mandated by the International Development Act 2015, which simply requires
that the 0.7% UN target be met in each calendar year.” Even when the aid budget was temporarily
reduced to 0.5%, the government still opted to treat it as both an annual floor and an annual ceiling,
despite the fact that 0.5% was merely an administrative or planning target, or budget ambition (making
use of the provision in the Act allowing the government to explain to Parliament why the 0.7% target

has been missed).

Evidence on the summary of impacts from in-year reductions to bilateral budgets by the Permanent Under-Secretary and
Second Permanent Under-Secretary at FCDO. See House of Commons International Development Committee (2024), ‘Follow
Up To Evidence Session On 23 November 2023: ODA Reductions’, 16 April 2024 (viewed on 8 January 2026)

Independent Commission for Aid Impact, ‘UK aid’s international climate finance commitments’, February 2024, page 10
(viewed on 16 December 2024)

UK Government, ‘International Development (Official Development Assistance Target) Act 2015/, section 1 (viewed on 9
December 2025). An Institute of Fiscal Studies article also suggests that the decision to treat the target as a ceiling was an
optional one. Institute of Fiscal Studies, ‘Three ways to improve the design of the UK’s overseas aid spending target’, lan
Mitchell, Yani Tyskerud and Ben Zaranko, 18 January 2024 (viewed on 9 December 2025)



https://committees.parliament.uk/publications/44357/documents/220618/default/#:~:text=In%20line%20with%20this%2C%20the,timing%20of%20planned%20multilateral%20payments.
https://committees.parliament.uk/publications/44357/documents/220618/default/#:~:text=In%20line%20with%20this%2C%20the,timing%20of%20planned%20multilateral%20payments.
https://icai.independent.gov.uk/wp-content/uploads/International-Climate-Finance-ICAI-Review.pdf
https://www.legislation.gov.uk/ukpga/2015/12/section/1
https://ifs.org.uk/articles/three-ways-improve-design-uks-overseas-aid-spending-target

318 Inthe years between 2015 and 2019, FCDO was able to manage this variability by changing the timing
of planned multilateral payments across the end of the calendar year. This did not significantly affect
its own financial year planning, nor the work of the multilateral organisations in question. ICAl therefore
concluded in its 2020 review that the arrangements did not represent a risk to the value for money of
UK aid. However, from 2020 onwards, as conditions became more volatile, FCDO was forced to take
more drastic measures to achieve the annual planning target. These included in-year programme cuts,
spending freezes and delayed budget decisions. The measures have entailed significant compromises to
the value for money of UK aid, resulting in large, unplanned diversions of aid away from FCDQO’s apparent
priorities for development cooperation. The Organisation for Economic Cooperation and Development’s
Development Assistance Committee (OECD-DAC) commented in its 2020 Peer Review on the UK’s rigid
interpretation of its aid target, noting: “The United Kingdom’s legislative requirement to spend 0.7% of
GNI as ODA each year is countered by public and political pressure not to exceed that target, resulting in
tightly bound annual spending margins. The United Kingdom could draw on the experience of other DAC
members who use a range of budget mechanisms to smooth ODA budgets and expenditure over several
years, mitigating the impact of annual fluctuations.”*

319 Inits 2023 mid-term review, the OECD-DAC noted “limited progress” with ODA levels, commenting that:
“management of the ODA/GNI targets as both a maximum and minimum, the downward pressure on the
ODA budget, larger share of ODA spent at home, and the impact of the FCDO merger on staffing, have
undermined transparency and the quality of programming”.?

The UK’s interpretation of its aid target as an annual floor and ceiling, and its designation of FCDO as

spender and saver of last resort, means that any rise in IDRC takes ODA funding away from other uses.

3.20 Asa result of the UK’s unique approach of treating the ODA target as both a floor and a ceiling, every
pound of ODA allocated for IDRC in the UK automatically displaces a pound which could be spent on
development overseas. This was the inevitable consequence of including two different forms of spending
together to meet a single target. Bringing together policy-driven development spending aimed at
reducing poverty in the poorest countries, and demand-driven spending on IDRC aimed at meeting the
UK’s legal obligations to support asylum seekers, meant that FCDO, in its capacity as spender and saver
of last resort, would always have to adjust its budgets downwards in response to rising IDRC.

3.21 As noted on the OECD-DAC website, most donors report that IDRC is “additional to the rest of their
ODA programmes”.? The UK chooses to offset IDRC with cutbacks in funding for global development
and poverty reduction. ICAl's 2023 review of UK aid to refugees in the UK noted that soaring IDRC
caused such disruption to the UK aid programme that a decision was taken in July 2022 to pause all
“non-essential” ODA spending for four months.?’ Faced with an overspend risk of up to £1.15 billion
from increased spending on IDRC, in July 2022 the Treasury called for a pause in all but essential ODA
spending.’® The pause lasted until November 2022.

26  The OECD-DAC peer review process is a periodic, country-level assessment of how each bilateral donor manages and delivers
its ODA. It is usually conducted every five to six years, along with a shorter, mid-term review. For each review, two fellow DAC
member countries act as ‘peers’, alongside the OECD Secretariat, to examine the donor’s policies, systems and programmes.
Organisation for Economic Cooperation and Development, ‘OECD Development Co-operation Peer Reviews: United Kingdom
2020’, 2020, page 18 (viewed on 9 December 2025)

27  Organisation for Economic Cooperation and Development, Development Cooperation Directorate, Development Assistance
Committee, ‘Peer Review: Mid-term Review of the United Kingdom’, 4 March 2024 (viewed on 9 January 2026)

28  Organisation for Economic Cooperation and Development, Development Assistance Committee, ‘ODA Eligibility and
Conditions’ (viewed on 11 February 2026)

29  Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 including April 2023 update, page 4
(viewed on 26 February 2026)

30 House of Commons International Development Committee (2024), ‘Follow Up To Evidence Session On 23 November 2023:
ODA Reductions’, 16 April 2024 (viewed on 8 January 2026)
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The Treasury did permit FCDO to exceed the 0.5% GNI budget figure by spending an additional

£2.5 billion across financial years 2022-23 and 2023-24, but this one-off measure offset only a minor
share of the nearly £8 billion in IDRC in those two years. While IDRC fell slightly in 2024, to £2.8 billion,
it continued to displace significant amounts of other ODA spending, leading to in-year reductions to
FCDO’s budget of £1.7 billion in 2022-23.* Overall, ODA allocations under spending reviews since 2021
have varied so greatly from eventual ODA expenditure that any initial value for money considerations
have ceased to be applicable.

The actions required to hit the 0.5% planning target in 2024 show just how dysfunctional the system
became in the face of sharply rising IDRC. In July 2024, FCDO agreed with the Treasury to give up

£991 million from its CDEL allocation under the 2021 Spending Review, after IDRC had reached an
unprecedented £4.3 billion in 2023, equivalent to 28% of the total aid budget.* By November 2024,
tracking of UK GNI and other departments’ ODA spending forecasts suggested that FCDO would require
additional funds (from those previously given up) to avoid undershooting the 0.5% target. The Treasury
therefore agreed to make an additional £400 million available in December 2024. Even then, however,
the level of uncertainty in the forecasts was such that FCDO was required at very short notice to reprofile
£135 million in bilateral aid into the first quarter of 2025, to avoid overshooting the figure.

It is notable that there has never been an explicit government decision to prioritise IDRC over other

aid spending. The Home Office Annual Report and Accounts for 2023-24 and 2022-23 both refer to “an
increase in Official Development Assistance (ODA) funding to help mitigate pressures arising from these
activities”. The UK’s decision to fully implement international OECD-DAC guidance to count IDRC as
ODA, combined with the UK’s rigid interpretation of the spending target as both a ceiling and a floor,
meant that ballooning IDRC automatically displaced spending on aid overseas pound-for-pound. Past
ICAI reviews have noted that using resources on refugees in the UK, at the expense of crisis zones

and refugee-hosting countries in the Global South, is both poor value for money and contrary to the
objective of minimising secondary displacement into Europe and the UK.®

Moreover, the resources spent on IDRC did not represent value for money by any of the usual

standards set for UK aid. The International Development Act 2002 sets poverty reduction as the
underlying purpose of UK aid, alongside the reduction of gender inequality. ICAI has found no evidence
that these objectives are advanced through the spending of ODA on IDRC. The 2023 ICAI review of UK
aid to refugees in the UK found that ODA spent on IDRC was “not contributing to any of the priorities set
out in the UK government’s International Development Strategy, published in May 2022”.** Nor was there
any assessment of how an expansive interpretation of IDRC affected the UK government’s ability to meet
these legislative requirements to advance poverty reduction and gender equality. Rather, spending

on IDRC has been based solely on its own separate purpose, to fulfil the UK’s statutory obligations to
support asylum seekers.

Global crises have only intensified since 2023, with the situations in Gaza, Sudan and other countries
requiring extensive humanitarian action. Yet in 2024, 20.1% (£2.8 billion) of UK ODA was spent on
IDRC - £1 billion more than was spent on humanitarian aid.

Evidence on the scale of the in-year reductions was confirmed by the Permanent Under-Secretary and Second Permanent
Under-Secretary at FCDO. See House of Commons International Development Committee (2024), ‘Follow Up To Evidence
Session On 23 November 2023: ODA Reductions’, 16 April 2024 (viewed on 8 January 2026)

Foreign, Commonwealth and Development Office, ‘Foreign, Commonwealth & Development Office main estimate
memorandum 2024 to 2025, 18 July 2024 (viewed 26 February 2026)

Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 and update in April 2023 (viewed on 26
February 2026); Independent Commission for Aid Impact, ‘ICAI follow-up: UK aid to refugees in the UK’, May 2024 (viewed on
26 February 2026)

Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 and update in April 2023, page 15 (viewed
on 17 February 2026)
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https://www.gov.uk/government/publications/foreign-commonwealth-development-office-main-estimates-memorandum-2024-to-2025/foreign-commonwealth-development-office-main-estimate-memorandum-2024-to-2025#:~:text=Plans%20for%202024%20to%202025%20includes%20an,million.%20core%20multilateral%20programmes%20%E2%80%93%20%C2%A3300.9%20million.
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https://icai.independent.gov.uk/wp-content/uploads/UK-aid-to-refugees-in-the-UK_ICAI-rapid-review-and-update.pdf
https://icai.independent.gov.uk/wp-content/uploads/ICAI-follow-up-report-UK-aid-to-refugees-in-the-UK.pdf
https://icai.independent.gov.uk/wp-content/uploads/UK-aid-to-refugees-in-the-UK_ICAI-rapid-review-and-update.pdf

3.27

3.28

Treasury documents indicate that the Home Office anticipates IDRC at £2.1 billion for the financial year
2025-26. This is less than in the previous three years, but still far above historical levels. At the same time,
FCDO'’s aid spending will fall from £9.3 billion in 2024-25 to £8.7 billion in 2025-26. In the context of the
scaling down of ODA spending towards 0.3% in 2027, these figures show that the UK’s IDRC continues

to significantly reduce the resources available to support developing countries.

The overall effect of this unprecedented volatility for ODA from IDRC, has been to conceal a reduction
in ODA since 2021 (excluding IDRC) by instead giving the impression that the UK’s ODA budget as a total
allocation steadily rose year on year between 2021 and 2023.%

The government’s management of the aid target has weakened the incentive for the Home Office
to manage its in-donor refugee costs spending carefully to enable long-term value for money
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The Home Office’s ability to charge an uncapped level of IDRC to the ODA budget has not encouraged
long-term planning to secure improvements in value for money. There has, as a consequence,

been serious and sustained criticism of the Home Office’s management of IDRC. Most recently, an
October 2025 Home Affairs Committee report found that the Home Office’s response to the asylum
accommodation crisis had focused on “high-risk, poorly planned policy solutions”, which “allowed

costs to spiral” and “wasted considerable amounts of taxpayers’ money”.* Its failures included poor
procurement planning, systematic failures in management and oversight, and inadequate cost controls
and budgeting. This closely mirrors ICAl’s conclusions from the rapid review in 2023, which found a range
of poor procurement and contract management practices regarding large accommodation contracts.”

Consequently, the UK’s IDRC per refugee/asylum seeker is double or triple that of other DAC donors,

at over $25,600 across 2022 and 2023. The mean IDRC per head across 31 DAC countries was $6,100. In the
same period.*® The UK reports the highest cost per head, with the second-highest, Ireland, over $5,000
less, at $19,400.

As noted by ICAl in 2023, there is “less incentive from a financial perspective for the Home Office to
reduce the backlog and long processing time for asylum applications since much of the resulting cost

is borne by the aid budget”.*” Home Office officials noted in interviews for this review that they were
focused on meeting their statutory obligations to refugees and asylum seekers, and any impact on other
uses of UK aid was outside their control. This confirms the findings of ICAI's 2023 review, which noted
that the Home Office was not required to finance the rising costs of hotel accommodation through
reductions elsewhere in its budget.

The Home Office has made some progress in reducing the number of asylum seekers accommodated

in hotels, but this has had only limited impact on total spending on IDRC. The number of asylum seekers
in hotel accommodation fell during the review period, from 45,753 at the end of 2022 to 38,054 at the end
of 2024 - although this decline appears to have slowed, with 36,273 still in hotel accommodation as of 30
September 2025. A 2024 NAO investigation noted that the shift to “large sites” (such as former military
sites, barges and unused office buildings) could in fact cost more than the use of hotels. This suggests
that the pledge to end the use of hotels by 2029 may not necessarily result in savings to the UK aid
budget.*® Poor forecasting of IDRC, although improved recently, has compounded the disruption

of UK aid.

Independent Commission for Aid Impact, ‘How UK aid is spent’, 26 February 2025, page 9 (viewed on 17 February 2026)

Home Affairs Committee, ‘The Home Office’s management of asylum accommodation’, 27 October 2025 (viewed on 2
November 2025)

Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 and update in April 2023, page 7 (viewed
on 8 June 2025)

Center for Global Development, ‘The Costs of Hosting Refugees in OECD Countries and Why the UK Is an Outlier’, lan Mitchell
and Sam Hughes, 25 September 2024 (viewed on 14 December 2025)

Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 and update in April 2023, page 7 (viewed
on 8 June 2025)

Home Affairs Committee, ‘The Home Office’s management of asylum accommodation’, 27 October 2025, page 1 (viewed on 14
December 2025)
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Poor-quality and volatile Home Office forecasting has added to the risks to UK aid posed by in-donor
refugee costs spending

3.33 The 2023 ICAIl rapid review noted that, following a pause on FCDO spending in 2022 in the face of rapidly
rising IDRC, the Home Office “was unable, until almost the end of 2022, to predict with any certainty
how much of that year’s ODA budget it would spend on refugees and asylum seekers”.* Despite efforts
by FCDO over the review period to encourage better forecasting, there continued to be wide variations
between low-case and high-case projections from the Home Office in the early months of the year,
which gradually narrowed towards year end. As Figure 4 shows, forecasting improved in 2024, but the
variation between high- and low-case projections remained over £500 million into July 2024. Given that
the resettlement schemes that had accounted for much of the initial rise in IDRC spend had exceeded
the 12-month ODA-eligibility window by 2024, the overestimates provided by the Home Office in the
first half of 2024 could likely have been avoided. One consequence was that FCDO was required to hold
back a substantial share of its allocated ODA budget for much of the year, to allow for uncertainties in
the Home Office’s IDRC forecasts.

Figure 4: Home Office forecasting of in-donor refugee costs in 2023 and 2024

Line graphs showing variations in forecasts for in-donor refugee costs by the Home Office between 2023
and 2024 (no data was provided for the months shaded in grey)
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Source: Home Office, ‘Home Office ODA monitoring 2023, 2024, unpublished; Home Office, ‘Home Office ODA monitoring 2024,
2025, unpublished; Foreign, Commonwealth and Development Office, Home Office and Treasury, ‘ODA Board in-donor refugee
costs ODA management discussion paper’, unpublished

Description: Forecasts for Home Office in-donor refugee costs changed substantially over time, indicating a high degree of
uncertainty in expected spending. In both 2023 and 2024, estimates were revised sharply during the year, with large shifts in both
the level of forecast costs and the range between higher and lower projections. This volatility suggests that initial forecasts provide
a limited guide to eventual costs, with spending expectations only stabilising much later as forecasts become more precise. Overall,
the data highlights the difficulty the Home Office faces in accurately predicting in-donor refugee costs over longer time horizons.

41 Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 and update in April 2023 (viewed on 26
February 2026)
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The lack of transparency in reporting of IDRC has exacerbated the challenge of cost management
by the Home Office

3.34 Poor transparency and limited independent scrutiny in the management of IDRC have exacerbated
disruption to other UK aid. In 2023, ICAI found that the UK had provided more information to the
OECD-DAC on its methodology for calculating IDRC than most other donors, but that this was a
low bar.” This relative transparency does not, however, extend to the detail of the Home Office’s
procurement and management of accommodation and other support services.” The Home Affairs
Committee and the Public Accounts Committee have recommended that the Home Office develop
clear plans to reduce the costly and widespread use of hotels. The October 2025 report by the Home
Affairs Committee noted that the Independent Chief Inspector of Borders and Immigration (ICIBI) plays
an essential scrutiny role in the delivery of asylum accommodation.** However, ICIBI has not had access
to Home Office commercial contracts, which reduces its ability to scrutinise this area of expenditure.
There is very little information in the public domain on the terms of the contracts established by
the Home Office or the key performance indicators used to scrutinise the service providers.”

3.35 The lack of published and accessible data on IDRC makes external review and scrutiny especially
difficult, and dilutes the incentive to drive down costs. Transparency of IDRC reporting varies across
the responsible departments, with the Home Office identified as the least transparent department in
the Publish What You Fund review of October 2025.% In fact, as compared to the previous assessment
in 2020, the Home Office had become less transparent in four out of five reporting areas.¥ Moreover,
the Home Office had published no 2024-25 updates or information on its planned activities in future
years. This lack of transparency is a particular concern in the context of ongoing reductions in the UK
aid budget to the equivalent of 0.3% of GNI by 2027, which requires important decisions to be made
about how to allocate a decreasing aid budget.

42 Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 and update in April 2023. The
methodologies declared by the UK and other donors can be found on the OECD-DAC website (viewed on 26 February 2026)

43 Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 and update in April 2023 (viewed on 26
February 2026)

44  Home Affairs Committee, ‘The Home Office’s management of asylum accommodation’, 27 October 2025 (viewed on 26
February 2026)

45  Home Affairs Committee, ‘The Home Office’s management of asylum accommodation’, 27 October 2025 (viewed on 26
February 2026)

46  Publish What You Fund, ‘Progress and Gaps: Transparency of UK Aid Beyond the FCDO’, October 2025 (viewed on 26 February
2026)

47 Publish What You Fund, ‘Progress and Gaps: Transparency of UK Aid Beyond the FCDO’, October 2025, page 14 (viewed on 26
February 2026)
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Table 3: Publish What You Fund ratings on transparency among UK ODA-spending
departments (excluding FCDO)

International or domestic | Overall Performance
Department
spender performance indicator

Domestic (local authority

D tment for Educat DfE P d
epartment for Education (DfE) exclusions applied) rogresse
Department for Energy Security .
| | P
and Net Zero (DESNZ) nternationa rogressed o
Department for Environment .
: ’ Int t I P d
Food and Rural Affairs (Defra) nternationa rogresse o
Department for Science, Innovation International Maintained
and Technology (DSIT)
Department for Work and Domestic (local authority
. . . P d
Pensions (DWP) exclusions applied) rogresse o
. Int ti | (with
Department of Health and Social nterna .|ona (with some
domestic, not through Progressed o
Care (DHSC) .
local authorities)
: D ti t th h
Home Office (HO) omestic (n.o. roug Decreased o
local authorities)
Integrated Security Fund (ISF) International Progressed o
Ministry of Housing, Communities Dome§tic (Ioca! authority Progressed o
and Local Government (MHCLG) exclusions applied)

Source: Publish What You Fund, ‘Progress and Gaps: Transparency of UK Aid Beyond the FCDO’, October 2025, page 12 (viewed on 15
December 2025)

What has been the impact of the UK’s interpretation of the definition of ODA from 2021-22
to 2024-25, in particular of in-donor refugee costs, and to what extent is this in line with
international comparators?

The permissive nature of the OECD-DAC guidelines leaves donors a high degree of latitude in reporting
their IDRC

3.36 The OECD-DAC sets the statistical standards for ODA reporting. DAC first introduced specific guidance
on IDRC in its Statistical Reporting Directives in 1988 (see Box 2 on why IDRC came to be scored as ODA).

3.37 ltsrules on calculating and reporting IDRC are relatively permissive, given diverse practices across donors
which see DAC members operating at different levels along a spectrum of interpretations of the 2017
Clarifications on reporting. More detail on the spectrum of interpretation can be found in Annex 4. As
discussed in para 2.13 above, the inclusion of IDRC in the international ODA definition has always been
controversial, and there has been discussion in the OECD-DAC of the risks that sharp rises in IDRC pose
to the credibility and integrity of international ODA statistics.
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Box 2: Why in-donor refugee costs came to be scored as ODA

The OECD-DAC first introduced specific guidance on IDRC in its Statistical Reporting Directives in 1988.
Members agreed that temporary costs for refugees and asylum seekers in donor countries could be
counted as ODA, recognising that the financial burden of hosting refugees is a form of humanitarian
support. This arose because DAC members wanted to account for the real cost of hosting refugees from
developing countries, akin to providing humanitarian support abroad. The logic was that if donor countries
share the burden of hosting refugees, this could be treated as part of their contribution to global welfare.

Variations in how countries applied these rules led to concerns about consistency and comparability of
reporting. In response, the DAC established a Temporary Working Group on Refugees and Migration,
which worked on clarifying how these costs should be recorded. In October 2017, members endorsed

a set of five specific clarifications to the reporting directives to improve transparency and consistency.
These clarifications were incorporated into DAC statistical reporting guidance, and DAC members were
encouraged to align their methodologies accordingly.

Source: Carsten Staur, “The elephant in the room: In-donor refugee costs”, blog, 11 March 2023 (viewed on 16 December 2025)

3.38 Inthe absence of donor agreement on a more restrictive definition, the OECD-DAC recommended
in 2017 that donors take “a conservative approach to reporting on this item”, so as “not to inflate ODA
and to protect the integrity of the concept”.* Following a 2022 review of donor reporting practices,
the OECD-DAC reiterated its recommendation: “Members are encouraged to follow a conservative
approach for counting in-donor refugee costs in ODA in line with the Clarifications, given the
potential impact on development co-operation budgets.”™

3.39 The OECD-DAC Chair Carsten Staur stated in 2023 that: “The Secretariat has also encouraged DAC
members to be conservative whenever they make their assessments — not to overreport, but to act
on the side of caution.” He added that: “Even though these costs can be reported as ODA, this does
not mean that a country must do so.”°

The UK has taken an expansive approach to reporting IDRC relative to many other donors, although
this is generally within the scope of the international guidance

3.40 Asthe department responsible for the UK’s ODA reporting, FCDO liaises regularly with the OECD-DAC on
the UK’s reporting practices, and supports and closely monitors reporting by the various UK departments
responsible for IDRC. ICAI has previously found that, in general, the UK operates within the OECD-DAC
reporting guidance.

48  Organisation for Economic Cooperation and Development, Development Assistance Committee, ‘Clarifications to the
Statistical Reporting Directives on In-Donor Refugee Costs’, October 2017, paragraph 16 (viewed on 14 December 2025)

49  Organisation for Economic Cooperation and Development, Development Assistance Committee, ‘Report on the
implementation of the Clarifications on ODA reporting of in-donor refugee costs’, June 2022, page 9 (viewed on 14
December 2025)

50  Carsten Staur, “The elephant in the room: In-donor refugee costs”, blog, 11 March 2023 (viewed on 16 December 2025)
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Table 4: Comparison of the UK approach to that of other OECD-DAC members

Inclusion of in-donor
refugee costs as part
of ODA

Failed asylum claims

Asylum seekers
from safe countries

Health and
education services

Administrative costs

Accommodation

The UK includes these costs

The UK includes support costs
for asylum seekers whose claim
is ultimately unsuccessful

The UK reports all associated
costs of people presenting
asylum claims

The UK includes an imputed
share of health and education
costs, based on number and
age profile of refugees and
asylum seekers

The Home Office charged £75
million in administration and
management costs to the ODA
budget in 2023

The UK includes both
emergency and dispersed
accommodation costs incurred
within the first 12 months

Examples from other

OECD-DAC members

Australia and Luxembourg do not count any
refugee or asylum support costs as ODA at all

Belgium does not include support costs for
asylum seekers whose application for refugee
status ultimately fails

Iceland does not include costs for asylum
seekers arriving from ‘safe’ countries if almost
all asylum applications from those countries
are rejected

Spain does not include primary schooling
as an in-donor refugee cost. Belgium only
includes marginal costs such as textbooks
and school supplies when counting ODA-
eligible education costs. Slovenia only
includes health services provided within
asylum centres, and not use of national
health services by asylum seekers

Austria, Greece, Iceland and the Netherlands
do not report any administrative costs

The Netherlands does not include social
housing as ODA - only the temporary
accommodation provided to recent arrivals

Sweden stopped reporting compensation
to local authorities for refugee resettlement
costs from 2020 onwards

Source: Organisation for Economic Cooperation and Development Data Explorer, ‘DAC members” methodologies for reporting in-

donor refugee costs in ODA’, 7 May 2025 (viewed on 16 December 2025)

341 However, ICAIl has also previously found that the UK has not adopted a conservative approach to
calculating and reporting IDRC, as recommended by the OECD-DAC. ICAI concluded that: “The UK’s
method of calculating in-donor refugee costs seems to be within the rules and is more transparent
than that of many donors, but it cannot be said to follow a conservative approach.”™'

3.42 Ininterviews with ICAI, FCDO officials have offered the view that the DAC recommendation on a
“conservative approach” applies narrowly to the use of modelled or estimated costs, and not to the
question of which items to report as IDRC. However, various OECD documents indicate that the
guidance on a conservative approach is more general and is offered to protect the integrity of aid
statistics (see the quotes in para 3.38 and 3.39). A 2023 government review of the UK’s methodology for

51 Independent Commission for Aid Impact, ‘UK aid to refugees in the UK’, March 2023 including the April 2023 update, paragraph
5.3 (viewed on 14 December 2025)
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reporting IDRC makes no mention of the need to be conservative, the government rejected explicitly
the recommendation to follow a more conservative approach in ICAl's 2023 rapid review, and the narrow
interpretation was still offered during the preparation of this review. The result of the UK’s interpretation
is that, while FCDO describes its modelling as conservative, the examples in Table 4 show that the UK is
expansive in its inclusion of IDRC that are reported as ODA, in comparison to other DAC donors.

3.43 Ininterviews with ICAI, UK government officials have also stressed that the UK is simply following
mandatory reporting rules. However, it is notable that other donors (such as those cited in Box 5) have
taken steps to reduce the level of IDRC included in their ODA reporting, and that this is considered fully
compliant with OECD-DAC reporting standards. In addition, the UK chose not to report IDRC until 2010,
following their introduction into the 1988 international ODA definition. The UK’s approach is therefore
a policy choice, rather than the application of a mandatory reporting requirement. This can be seen
further in the OECD-DAC mid-term review of the UK, which suggests that: “implementing a cap on the
amount of ODA that can be spent domestically...would help to prevent the negative impact of sudden
increases in in-donor costs on programming in future”.>

Box 3: The UK’s continued use of ‘imputations’ for some costs risks over-reporting

OECD-DAC 2017 guidance on reporting IDRC specifies that donors can report “temporary sustenance”
for refugees and asylum seekers (such as food and shelter) for 12 months after their arrival, but not the
costs of long-term integration into the host country. This would include the cost of basic or emergency
healthcare. However, the OECD-DAC has stated that: “Direct costs attributable to ODA-eligible services
to refugees are reportable. Members should refrain from using imputations.” This means that donor
countries should report the actual costs of temporary services provided to refugees and asylum seekers,
rather than an assumed share of the cost of public services offered to the population at large. The DAC
accepts that reporting of these costs may include estimates of “costs of a temporary nature provided
through national systems”, provided that the donor is able to provide a clearly defined estimate of the
number of refugees and asylum seekers benefiting from a particular service. The UK asserts that its
approach reflects this provision.

The rationale for distinguishing estimates in limited circumstances from use of imputations more widely
is that using imputations “implies that refugees benefit from the services available to all citizens, which
raises the question of whether these costs have a permanent rather than temporary nature in which case
they can be seen to promote integration of refugees and should be excluded from ODA.”* The 2022
OECD-DAC report on donor compliance with IDRC reporting guidelines identified the UK as one of the
DAC members still using imputations. It states: “In the United Kingdom, the Home Office reimburses local
authorities for education and health costs: for education, the calculation is based on the number and age
of refugees on arrival in the country; for health it is based on a unit cost calculated by using the asylum
seeker age profile and applying a specific age-related per-head cost.”* Canada uses a similar method.

By contrast, Slovenia reports only the costs of health services provided within asylum centres, but not
the costs of refugees or asylum seekers making use of health centres or public hospitals in the vicinity.

ICAl's 2023 review of UK aid funding for refugees and subsequent follow-up noted that the UK’s continued
use of modelling instead of reporting actual incurred costs carried risks of over-reporting, and that it was
difficult to assess if estimated costs were “realistic and conservative”. We were not able to find evidence
that this has changed.

52 Organisation for Economic Cooperation and Development, Development Assistance Committee, ‘Mid-term Review of the
United Kingdom’, 4 March 2024, page 2 (viewed on 23 December 2025)

53 Organisation for Economic Cooperation and Development, Development Assistance Committee, ‘Clarifications to the
Statistical Reporting Directives on In-Donor Refugee Costs’, October 2017, page 9 and paragraph 53 (viewed on 14 December
2025)

54 Organisation for Economic Cooperation and Development, Development Assistance Committee, ‘Report on the
implementation of the Clarifications on ODA reporting of in-donor refugee costs’, June 2022, page 9 (viewed on 14 December
2025)
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3.44 The failure to adopt a conservative approach to IDRC reporting has resulted in the UK being an outlier
among donor countries in its reporting practices. The UK makes extensive use of modelling and
‘imputations’ (attributing a share of the costs of general public services to refugees and asylum seekers),
even though this is contrary to OECD-DAC recommendations (see Box 3). It also interprets certain costs
in an expansive way. For example, it reports the full cost of private sector accommodation contracts,
irrespective of the occupancy rates of the accommodation — effectively billing the cost of empty hotel
rooms to the aid budget (see Box 4).

3.45 Reporting practices vary, and an overall lack of transparency make like-for-like comparison difficult,
but ICAI's benchmarking of UK reporting against two comparator countries (the Netherlands
and Sweden) across 18 areas reveals that the UK takes the most expansive option in 12 categories
(compared to ten and nine respectively) and the least expansive option in only two categories
(compared to nine and six respectively). For example, the UK includes transport costs as ODA-eligible,
while neither Sweden nor the Netherlands charge these against ODA. Table 4 above also compares
the UK to other OECD-DAC members.

Box 4: Do empty hotel rooms count as support for asylum seekers and refugees?

Faced with insufficient accommodation to house growing numbers of refugees and asylum seekers,

the Home Office established a series of contracts with private companies to rent hotels. The limited

data available shows that, in December 2023, the Home Office had contracts covering around 400 hotels
with around 64,000 beds, at a cost of £274 million. However, only 45,800 beds were actually occupied.®
Given that 64% of total Home Office expenditure on asylum seekers in that year was ODA-eligible (in
other words, spent on arrivals in their first year), this implies that nearly £50 million in ODA went towards
unoccupied hotel rooms in that December alone, or £600 million for the year.*

This was not necessarily in contravention of OECD-DAC rules, if the contracting of entire hotels was
necessary to provide accommodation at the scale required. However, charging empty hotel rooms to the
ODA budget cannot be considered a conservative approach to reporting IDRC, nor good value for money
in the use of UK aid.

The UK’s expansive approach to reporting in-donor refugee costs has exacerbated the wider challenges
to its budgetary management of development spending

346 Inrecentyears, there has been a sharp rise in the share of international aid spent on IDRC, which
increased more than 2.5 times from 2021 to 2022, reaching $31.8 billion (£23.5 billion) or 17.3% of global
ODA.* This rise has occurred across many donor countries, triggered by global forced displacement
crises in Afghanistan, Ukraine and other places. However, it has had a disproportionately large impact
on UK aid.

3.47 While it is not possible from public data to judge how far this is driven by an actual rise in costs, and how
far by expansive reporting, the UK has chosen not to adopt any of the techniques used by other donor
countries to minimise disruption to their remaining aid budgets — such as capping the reporting of IDRC.
The government rejected ICAl recommendations from 2023 to introduce a cap on the amount of ODA
allocated for IDRC and for more conservative methods for calculating IDRC. In the period from 2020 to
2024, nearly £9.97 billion (14.5%) in ODA has been diverted away from developing countries to spend
on refugees and asylum seekers in the UK.*®

55  National Audit Office, ‘Investigation into asylum accommodation’, 12 March 2024 (viewed on 14 December 2025)

56  ICAI calculations based on figures in the NAO report, unpublished Home Office data provided to ICAI as part of this review, and
National Audit Office, ‘'Home Office Accounts 2024-2025" October 2025, page 3 (viewed on 14 December 2025)

57  Organisation for Economic Cooperation and Development’s International Network on Conflict and Fragility (INCAF), INCAF
Facts and Figures Series: ODA final data and trends for 2022 in relation to fragile and conflict-related contexts’, January 2024
(viewed on 8 January 2026)

58  ICAI calculations based on UK aid statistics. Foreign, Commonwealth and Development Office, ‘Statistics on International
Development’, various years (viewed on 15 December 2025)
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348 Thisisin contrast not only to Sweden and the Netherlands (see Box 5), neither of which have allowed
reporting of IDRC to reduce their overall support for developing countries, but also to G7 countries
France and Germany, which have kept reporting of IDRC separate from programmes for development
priorities overseas. This is in line with the OECD-DAC preference that “most donors report that donor
refugee costs are additional to the rest of their ODA programmes”, unlike the approach taken by the
UK.

Box 5: Comparing the UK’s approach to rising in-donor refugee costs with Sweden and
the Netherlands

Like the UK, both the Netherlands and Sweden have seen sharp rises in IDRC as a result of repeated
increases in asylum seeker arrivals over the past decade. The recent history for each of these two
comparator countries is summarised below, along with the measures they have taken to mitigate these
increases. These examples show some of the options that the UK could have taken to mitigate the impact
of rising IDRC on its aid budget.

Sweden is one of the most generous donor countries, having met the UN 0.7% target every year since
1974, and frequently spending more than 1% of its GNI on aid.®® At several points over the last 15 years,
large refugee movements have led to spikes in Sweden’s ODA expenditure. In 2015, for example, total
Swedish aid reached 1.4% of GNI following a surge in asylum seekers from Syria and elsewhere. Unlike
the UK, Sweden did not set an ODA spending limit and therefore permitted its overall aid budget to
accommodate the arrivals. However, the volatility of IDRC was nonetheless recognised as harmful to
Swedish development cooperation, contributing to the fracturing of a longstanding political consensus
in favour of aid. Sweden therefore established a fixed aid budget for the period from 2023 to 2026, while
capping IDRC and other deductions from overseas spending at 8% of the total budget. Sweden also
implemented measures to lower expenditure on IDRC, which for the time being remain below the 8% cap.
These measures, such as offering temporary (rather than permanent) residence permits and introducing
language and cultural values tests, have worked to disincentivise asylum applications. In 2024, asylum
applications fell to under 10,000.

The Netherlands has also experienced sharp rises in IDRC. Like the UK, it has faced a severe shortage

of accommodation. Given the high costs of emergency housing, its accommodation costs rose from £1.4
billion (€1.6 billion) in 2022 to £2.4 billion (£2.7 billion) in 2023, as a result of increases in both numbers
and unit costs. The government agency responsible for the reception of asylum seekers has exceeded

its budget in 21 of the last 23 years. In March 2024, the Council on International Affairs identified that:
“the high level of unpredictability is problematic because it undermines the quality of the Netherlands’
spending on development co-operation”.?' In response to these pressures, the Dutch government has
taken two major policy decisions. The first was to exclude all costs associated with hosting Ukrainians
(apart from a one-off contribution of €150 million in 2021) from the ODA budget. It has also now decided
to introduce an IDRC cap of 10% of ODA from 2027.

59  Organisation for Economic Cooperation and Development, Development Assistance Committee, ‘ODA Eligibility and
Conditions’, (viewed on 11 February 2026)

60  Our World in Data, ‘Foreign aid given as a share of national income’, 2024, (viewed on 14 December 2025)

61  The Council on International Affairs, ‘Advisory letter: A stable and predictable ODA budget’, 13 March 2024, page 6 (viewed on
14 December 2025)



https://www.oecd.org/en/topics/oda-eligibility-and-conditions.html
https://www.oecd.org/en/topics/oda-eligibility-and-conditions.html
https://ourworldindata.org/grapher/foreign-aid-given-as-a-share-of-national-income?country=EU+institutions+%28OECD%29~Multilaterals+%28OECD%29~DAC+countries+%28OECD%29~SWE
https://www.adviesraadinternationalevraagstukken.nl/site/binaries/site-content/collections/documents/2024/03/13/aiv-briefadvies-37-een-stabiel-en-voorspelbaar-oda-budget/aiv-a-stable-and-predictable-oda-budget-13mar2024.pdf

What lessons could the UK adopt from its previous approaches to allocating and managing
ODA in the period covered by the 2025 Spending Review, to maximise long-term value for
money and facilitate policy coherence on ODA across government?

The removal of FCDO'’s role as spender and saver of last resort from 2025 is a positive step, but the
implications for the ODA budget are not yet entirely clear

3.49 The 2025 Spending Review sets out departmental ODA budgets through to 2028-29 for operational
budgets (RDEL) and to 2029-30 for capital budgets (CDEL). Within this period, the UK ODA budget will
be progressively reduced from 0.5% of GNIin 2024 to the forecast equivalent of 0.3% of GNI by 2027.
In preparation for this, FCDO conducted an analysis during 2024 of the pros and cons of holding the
role of spender and saver of last resort. It concluded — as ICAl itself has done — that the resulting large,
in-year volatility in FCDO’s ODA budget is detrimental to value for money. This lesson appears to have
been learned and acted upon. The 2025 Spending Review has removed FCDO’s spender and saver of
last resort function and instead allocated the department a fixed cash equivalent for each financial year
up to 2028-29. According to the Spending Review document, this change will “improve budget stability
for FCDO ODA to allow for better long-term planning and value for money”.?

3.50 Risks in relation to overestimating or underestimating IDRC have been removed from FCDO and are
now placed with the Home Office and other IDRC-spending departments. FCDO should now have
more capacity to plan its ODA resources on both an annual and a multi-annual basis. That said, the
actual allocations to FCDO in the settlement still contain scope for volatility, with the overall amounts
fluctuating from £6,815 million in 2026-27 to £6,188 million in 2027-28 (a decrease of 9.2%), and to £6,945
million in 2028-29 (an increase of 12.2%). Within these overall totals, allocations of CDEL also fluctuate
significantly, including from £2,692 million in 2026-27 to £1,647 million in 2027-28, before climbing back
up to £2,527 million in 2029-30.%

3.51 Thisimportant change implies a willingness to treat the 0.3% ODA spending figure more flexibly, so that
itis no longer a strict floor and ceiling in any given year. IDRC remains an unpredictable item of ODA
expenditure. The Spending Review reiterates the government’s commitment to bringing down IDRC
over the current parliament by reducing the asylum backlog, ending the use of hotel accommodation
and increasing detention capacity. But the assumption in the Spending Review is still that IDRC will absorb
around one-fifth of UK ODA, because the 0.3% of GNI planning target continues to cover both policy-
driven development spending and demand-driven asylum costs. The departmental ODA budgets set out
in the Spending Review are based on assumptions about the pace of reduction each year. The implication
is that if IDRC turns out to be higher than expected, the government will permit overshooting of the 0.3%
figure. Conversely, if IDRC falls faster than expected, the UK aid budget may end up less than 0.3% of GNI.

3.52 The real risk of undershooting the 0.3% figure has been compounded by a significant change introduced
in the 2025 Spending Review. This involves an arrangement by which the Home Office will be entitled
to retain any sums allocated as ODA which are not ultimately needed for ODA spending. A document
dated July 2025 and shared with ICAI confirms this agreement that the Home Secretary can keep any
ODA asylum underspends and recycle them into the regular Home Office budget. The document
acknowledges that, as a consequence, UK ODA spending could fall below 0.3% of GNI. In recent years,
IDRC has tended to exceed the forecast level, but there is a risk that this new arrangement further
erodes a reduced ODA budget.

3.53 The 2025 Spending Review does not specify whether any undershoot or overshoot of IDRC, or changes
to IDRC forecasts, will lead to adjustments in departmental ODA budgets in subsequent years. It is also
unclear what will happen if other departments overspend or underspend on their main ODA allocations
beyond IDRC. Since the 0.3% figure is an administrative decision rather than a legislative target, the
government retains flexibility to reallocate existing resources, or allocate further resources, through

62  HM Treasury, ‘Spending Review 2025, June 2025, page 69 (viewed on 12 December 2025)
63 Figures provided to ICAI by HM Treasury
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the Supplementary Estimates process each year, as a part of the annual financial cycle designed to allow
departments to seek approval for additional resources, capital and/or cash, or to reallocate existing
resources of capital to new activities.®*

New processes for ODA allocation under the 2025 Spending Review are likely to contribute to
improvements in value for money
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The 2025 Spending Review process took place between July 2024 and June 2025, in two phases. Phase 1
confirmed ODA budgets for 2024-25 and set new limits for 2025-26, while Phase 2 set resource budgets
to0 2028-29 and capital budgets to 2029-30. The second phase saw a marked change in the allocation
process compared to previous spending reviews, with coordination and decision-making on cross-
government ODA allocations entrusted to FCDO in the first instance, while the Treasury provided the
overall spending figure and allocations for IDRC. The Chancellor, the Chief Secretary to the Treasury
and the Prime Minister still approved the allocations, but FCDO was responsible for managing the
process, identifying options and making departmental ODA budget recommendations.

By 14 April 2025, each department was required to submit an Evidence Note making the case for the
allocation it sought. FCDO then had a month to recommend allocations to the Treasury, with the final
ODA budgets published on 11 June 2025. The rationale for giving FCDO a greater role in the allocation
process compared to previous spending reviews was that, as the lead department on development
cooperation, it was best placed to promote coherence in pursuit of the government’s international
development priorities and ensure value for money in ODA allocations. FCDO was also given the
responsibility to manage the progressive reduction to 0.3% in a way that would minimise disruption.
During interviews for this review, stakeholders inside and outside of government described this
enhanced role as giving FCDO, which is seen as the expert department in terms of delivering good
value for money using ODA, a more central role in the allocation and coordination of UK ODA.

In developing its proposed allocation, FCDO took account of the government’s priorities, as identified by
the FCDO Secretary of State and the Prime Minister. The Evidence Notes prepared by other departments
required them to make a case for their budgets based on alignment with government priorities, value
for money, portfolio coherence and their own capacity to deliver effective programming, among other
criteria. Bidding departments were asked to model three scenarios in their Evidence Notes for how to
achieve the shift to a 0.3% planning target.

The ODA budget allocations that resulted from the second phase of the 2025 Spending Review would
see FCDO’s share of ODA spending increase from 70% in 2025-26 to 74% by 2028-29 if IDRC are included,
or 89% if IDRC are excluded. According to the FCDO Secretary of State’s final submission to the spending
review process, this increased share ensures that FCDO remains the “delivery arm of government” when
it comes to ODA.

To enhance coordination, FCDO and the Treasury have re-established the ministerial-level ODA Board,
which is composed of the ministers responsible for ODA spending and chaired jointly by the Chief
Secretary to the Treasury and the Minister for Development in FCDO. New terms of reference from
September 2025 suggest that it will play a more active role in driving a more strategic approach to
cross-government ODA spending, to enhance coherence and impact. The Board is intended to ensure
that resources across government are spent with a strategic focus, and to achieve value for money and
coherence in light of government priorities. It is also given the remit to help manage risks and pressures
associated with the ODA spending target. However, at the time of writing, it has not yet begun to
operate consistently, and it is therefore too early for ICAl to comment on the effectiveness of the

ODA Board in this review.

UK Parliament, ‘MPs’ Guide to Procedure — Supplementary Estimates’, updated on January 2026 (viewed on 8 January 2026)



https://guidetoprocedure.parliament.uk/articles/bVZi3BYo/supplementary-estimates

3.59

3.60

3.61

A lesson from recent years is that prudent risk management requires planning for both increases

and further reductions to the UK aid budget, to minimise disruption and promote value for money.
While the 2024 Labour manifesto pledged a return to the 0.7% aid target, the Minister for Development
is on record as saying that she does not see the reduction to 0.3% as temporary. Inadequate scenario
planning can undermine value for money because it leaves FCDO forced to respond to further budget
reductions without adequate planning. Lessons from previous reductions appear to have been
learned, and the reduction to 0.3% is more gradual, giving FCDO more scope to manage the impacts
—including in terms of conducting impact evaluations, and nurturing longer-term relationships with
partners. In her |etter to the International Development Committee on 13 March 2025, the Minister for
Development described the more gradual approach as allowing commitments and agreements to be
honoured, in a way that had not happened previously, as well as time to establish “broad long-term
partnerships based on mutual interests and respect and mobilising the full range of resources and
expertise across government and UK institutions”. However, others have argued that the reduction

to 0.3% by 2027 has simply brought the impact of reductions forward with very substantial reductions
in 2026, and it would have been better to plan for a sudden drop to 0.3% by 2027 instead.

There is a separate but linked discussion around the return to the 0.7% statutory target. The government
committed in the 2024 Budget to returning to the statutory target to spend 0.7% of GNI on ODA when
the Office for Budget Responsibility (OBR) fiscal forecast confirms that, on a sustainable basis, the UK
is no longer borrowing for day-to-day spending and underlying debt is falling.® While the latest OBR
forecasts show that these two tests will not be met within this parliament, there is currently no clarity,
for example, on what intermediate steps would be taken if the fiscal position should start to improve.
This is a concern, given that a return to that level (or to any higher level) would need careful planning
to ensure value for money. The decision in the 2025 Spending Review to allocate cash budgets to ODA-
spending departments, including FCDO, has reduced the risk that a return to 0.7% might need to take
place within a single financial year. However, as long as the target remains on the statute books, it is
FCDQO’s responsibility to plan for its eventual achievement.

Under any scenario — whether at 0.3% or below under the new arrangements, or back to 0.7% at some
point in the future — a fully effective and viable system for ensuring long-term value for money will

need to retain the current commitment to predictability of funding, to allow meaningful prioritisation,
and to support properly managed planning and governance across all ODA-spending entities. The NAO'’s
planning and spending framework for long-term value for money includes the elements which a fully
viable system would need to adopt, and provides the underpinning for building on recent improvements
in the 2025 Spending Review — see Table 2. Elements of the framework relating to prioritisation, joined-
up planning and governance, and taking a long-term view are reflected in initial work on “modernising
the UK’s approach to international development”.

Effective allocation of ODA will benefit from clarifying the UK’s approach to ‘modernising’ international
development

3.62
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As discussed above in para 3.3 to 3.5 and illustrated in Figure 3, the review period has been marked by
rapid turnover of ministers and a succession of strategies, making it difficult to align ODA budgets with
a clear set of priorities or results areas for UK development cooperation. At the same time, the ODA
budget has been reduced, making it all the more important not only that the budget is managed well
from a financial perspective, but also that it offers value for money from a strategic perspective. The
current government has articulated the objective of “modernising the UK’s approach to international
development”, in tandem with reducing the aid budget to 0.3% of GNI. While there is no definitive
formulation of this objective, the government has identified four ‘shifts’, as follows:

« From donor to investor: focusing on unlocking growth, jobs and trade through innovative finance
and private sector investment.

The statement in the 2024 budget was reaffirmed in the government’s response to the pre-action letter from the One
organisation, in June 2025
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- From service delivery to system support: helping countries build their own education,
health and economic systems so they can thrive without aid.

- From grants to expertise: leveraging UK strengths, like our world-class universities, the City
of London, the Met Office, HM Revenue and Customs, education, health, and tech sectors.

- From international intervention to local provision: working through local partners and civil
society to deliver sustainable, locally-led solutions.®

3.63 These four shifts are conceptualised as moving ‘beyond aid” and positioning the UK as a partner, rather
than a donor. According to the Prime Minister, spending will focus on a narrower set of priorities, namely
humanitarian spending (with Gaza, Sudan and Ukraine among the top priorities), the climate and nature
crises, and global health.

3.64 The approach to ‘modernising development’, ahead of the formulation of a concrete and full strategy,
will require major changes in the nature of UK development cooperation, with important implications for
how ODA budgets are prioritised and allocated across departments, and how development cooperation
is managed and coordinated at both departmental and cross-government levels. For example, the
objective of mobilising UK expertise, which is widely distributed across the UK government, universities
and the private sector, would seem to call for new cross-government structures, with FCDO playing a
brokering role between UK institutions and those in developing countries. The improvements required
for modernising the UK’s approach to international development should also map closely onto the
elements required in a viable framework for long-term value for money. Table 2 describes the elements
in the NAO’s framework for planning and spending based on a set of lessons that any government
planning and spending framework, such as the one used for ODA, would be expected to embody —
including clarity around roles in cross-government structures, and around systems for generating and
managing data and evidence, transparency, predictability, monitoring and other factors.

3.65 To ensure value for money within any aid budget, it will be important for the government to achieve
strategic clarity about these changes as quickly as possible, to inform the allocation and use of ODA
budgets. It will call for a revitalisation of cross-government coordination structures, to promote
alignment behind shared strategic objectives and a more cooperative mode of delivery. The work
of a functioning ODA Board (see para 3.58) could contribute to this process. Achieving value
for money also requires a more robust approach to monitoring, across the UK aid portfolio, to help
align departmental expenditure with shared priorities and incentivise collaboration. Lessons from the
2025 aid transparency review should also be explicitly linked to this push for more robust monitoring
in the context of modernisation. The goal of modernising UK development cooperation potentially
has far-reaching implications, and will require continued evolution in the UK’s cross-government
ODA management processes.

66  These four shifts are reproduced from documents seen for this review. The headlines were confirmed in a letter from the
Development Minister to the International Development Committee Chair on 8 December 2025



https://www.publishwhatyoufund.org/app/uploads/dlm_uploads/2025/10/Progress-and-Gaps-1.pdf
https://www.publishwhatyoufund.org/app/uploads/dlm_uploads/2025/10/Progress-and-Gaps-1.pdf
https://committees.parliament.uk/publications/50786/documents/278130/default/
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Conclusions and recommendations

This review looks back at an exceptionally challenging period for UK aid, marked by decreasing budgets,
long periods of budgetary uncertainty, and large-scale diversion of resources away from developing
countries. While this review has not assessed the real-world impact of these events, there is no question
that they have been significant, with the UK scaling back or discontinuing many longstanding activities
and partnerships, even in areas where development needs are growing

The review finds that, under these conditions, the cross-government processes for allocating and
managing UK official development assistance (ODA) have not provided a robust framework for ensuring
value for money in UK aid. These processes have not been anchored in a shared strategy or set of
priorities. Interdepartmental governance of ODA spending has been underdeveloped, and primarily
focused on coordination of the spending target, rather than promoting coherence or value for money.
In the absence of a shared strategy, the allocation process has been largely driven by inter-ministerial
bargaining and ad hoc responses to short-term budgetary pressures.

While Foreign, Commonwealth and Development Office (FCDO) officials have done a creditable job
in achieving the spending target in difficult conditions each year, they have been obliged to resort to
increasingly drastic measures — including spending freezes and in-year budget reductions — that have
had a highly detrimental impact on UK aid. At the heart of the problem has been the government’s
decision to adhere to its treatment of the spending target as a ceiling as well as a floor every year,
even when spending at well below the 0.7% level. In these volatile conditions, this has undermined
the purpose of the statutory spending target, which was to protect the UK aid programme.

The interpretation of the ODA target since 2021 has exacerbated the disruption caused by rising in-donor
refugee costs (IDRC). The government has declined to implement most of the measures taken by other
donor countries to mitigate this disruption, allowing rising IDRC to displace other expenditure almost
one-for-one. It has disregarded guidance to donors from the Organisation for Economic Cooperation
and Development’s Development Assistance Committee (OECD-DAC) to report conservatively in

order to protect aid flows and the integrity of global aid statistics. In the long term, only international
agreement among donors on common reporting practices, as well as agreed common definitions of
development aid, can preserve international comparability. In the meantime, the UK can strengthen
transparency and budgetary management by separating IDRC from other spending, as other donors
have done.

There are, however, some encouraging signs that lessons have been learned from this turbulent period,
leading to positive changes under the 2025 Spending Review. FCDO’s role as spender and saver of last
resort has apparently been removed, giving more predictability to its ODA budget. The decision to
phase the transition to a 0.3% budget over two years was based on lesson learning on sound financial
management from earlier budget reductions, although it also meant reductions being introduced earlier
than they might have been. There are also encouraging signs of FCDO being given a mandate to drive
strategic coherence across UK aid, under a reinvigorated ODA Board.

FCDO and other ODA-spending departments are now working to develop new strategies to guide UK
development cooperation in an era of reduced ODA budgets. The moment calls for a reset of the cross-
departmental governance and management arrangements, with careful consideration of how to ensure
impact and value for money from a reduced aid budget. The following recommendations are intended
to contribute to these deliberations.




Recommendations

Recommendation 1: The UK should put in place a strategic, evidence-based, comprehensive and transparent
approach to the allocation of ODA budgets across government departments, based on a viable framework
for achieving long-term value for money.

Problem statements

+ The review period was marked by a lack of consistent priorities or intended results for UK aid as a whole.

- ODA allocation processes have not been underpinned by a coherent and clear framework for enhancing
long-term value for money.

- Over the review period, there has been no governance or coordination framework for UK ODA that
supports driving value for money in the achievement of an agreed strategy or set of priorities.

« Lack of transparency in the criteria for allocating ODA budgets is unhelpful to the achievement of long-term
value for money.

Recommendation 2: The UK should confirm a permanent end to FCDO’s role as spender and saver of last
resort and ensure that any ODA spending target is no longer treated as both a ceiling and a floor.

Problem statements

+ The policy choice to treat targets as both ceiling and floor is not required by legislation, distorted the ODA
allocation process, and undermined value for money.

« Thein-year volatility associated with its designation as the sole spender and saver of last resort had a
detrimental impact on FCDO’s ability to plan its expenditure and maximise impact and value for money,
and meant that any cuts fell solely on FCDO even if other departmental spending offered worse value
for money.

+ While the changes made in the 2025 Spending Review improved short-term budgetary certainty, it is not
clear if this change is permanent, nor how the government will approach the policy commitment if the
ODA outturn for 2027 deviates significantly from 0.3% of GNI.

Recommendation 3: The UK should take measures to increase the medium-term predictability of ODA
allocations, for example by establishing multi-year rolling commitments.

Problem statements

- In recent years, uncertainty over annual and medium-term budgets has made the UK a less predictable
development partner, and limited FCDO'’s ability to strategically allocate its resources so as to maximise
value for money.

+ The period under review has seen rapid and major (sometimes in-year) changes to country allocations,
undermining FCDO’s reputation as a reliable partner.




Recommendation 4: The UK should separate the allocation, management and public reporting of in-donor
refugee costs from other forms of ODA, in recognition of the distinct purpose and demand-driven nature
of asylum support.

Problem statements
+ The UK’s policy objectives for in donor-refugee costs (IDRC) are different from other ODA spending.
+ The legal basis under which IDRC are spent is different from other ODA spending.

- Given the demand-driven nature of asylum costs, in-donor refugee costs cannot form part of an effective
evidence-based cross-departmental allocation process for ODA.

+ The conflation of in-donor refugee costs with other ODA spending undermines transparency and public
confidence that development aid is being spent on reducing poverty in the poorest countries.

- Other donors have chosen to report their IDRC separately from other ODA, which is a more transparent
practice.

Recommendation 5: The UK should work with the OECD Development Assistance Committee and other OECD
members to reduce the impact of different IDRC reporting practices on the coherence and comparability of
international ODA statistics.

Problem statements

« Current OECD-DAC guidance on the reporting of IDRC allows for a wide range of interpretations, which
undermines the integrity of the international ODA definition and the value of international ODA statistics
in tracking support for developing countries.

« The UK’s expansive interpretation of its IDRC is contrary to the OECD-DAC requirement to take
a conservative approach and risks undermining the credibility of UK ODA statistics.

« The UK’s continued use of imputed estimates for some spending categories raises risks of over-reporting.

- Agreement at the OECD-DAC and other international bodies is the only way of achieving internationally
comparable development statistics.




Annex 1: Review questions and sub-questions

a. Towhat extent did the systems and processes for allocating ODA
budgets across government departments create a viable framework

How effective were the to ensure long-term value for money and achievement of its
systems and processes for development aims, while taking account of statutory requirements
allocating and managing on reducing poverty and gender inequality?

the official development
assistance (ODA) budget
across government
departments from 2021-22 to

2024-25, and did these create
aviable framework to ensure ~ ¢. How did the government manage variances in spending by

value for money? departments against annual ODA budget allocations, and did
adjustment decisions to meet the ODA budget undermine
the potential for long-term value for money?

b. To what extent did the way that the government classified ODA
allocations as different types of public sector spend, including
resource and capital spending, affect the potential for long-term
value for money?

a. What are the in-government processes for establishing its

methodologies for reporting ODA spending to the Organisation for
What has been the impact Economic Cooperation and Development’s Development Assistance
of the UK’s interpretation Committee (OECD-DAC)?
of the definition of official
development assistance
(ODA) from 2021-22 to 2024-
25, in particular of in-donor

b. How did the UK government’s methodology for reporting
in-donor refugee costs compare to OECD-DAC recommendations
and approaches taken by other donors, including in terms

of transparency?
refugee costs, and to what P Y
extent is this in line with c. Towhat extent did the government’s methodology for reporting in-
international comparators? donor refugee costs, and its ability to project in-donor refugee costs

thus defined, impact processes for allocation and management in its
achievement of the overall ODA budgets?

What lessons could the UK
adopt from its previous
approaches to allocating
and managing official
development assistance

(ODA) in the period covered
by the 2025 Spending Review, b. Giventhe government’s stated intention to modernise development

cooperation, how might cross-government systems and processes
for allocating and managing ODA be modified to improve long-term
value for money in light of a reduced ODA budget from 2025-26?

a. What lessons have the systems and processes for ensuring
cross-government learning on ODA allocation and management
generated, and to what extent were these lessons applied in
establishing 2025 Spending Review allocations?

to maximise long-term value
for money and facilitate
policy coherence on ODA
across government?




Annex 2: Methodology

- Strategic review: The strategic review conducted a thorough review of previous ICAl reports, as well as
relevant documentation in the public domain, and sourced from the government, for the period under
review. It identified where recommendations had already been made, and where the most useful additional
lines of enquiry would emerge. Relevant documents, covering utilisation of instruments, the experience of
UK government departments delivering official development assistance (ODA), and experience of delivery
for the period under review, were analysed appropriately. Attention was also paid to comparators among
donor counterparts (Sweden and the Netherlands) in the Organisation for Economic Cooperation and
Development’s Development Assistance Committee on in-donor refugee costs approaches.

- Financial review: Alongside consideration of systems and processes for allocating and managing ODA,
financial data was analysed to understand the impact in practice of different strategic and policy decisions,
and how financial data had been interpreted to assist decision-making. The review included an analysis of
allocations across government and in-year financial performance by individual departments. This helped
to understand both how ODA spend was managed, and how decisions on ODA reductions had been
undertaken during the review period. Among other priorities, there was a focus on communication and
collaboration across government. The data was also analysed to identify trends in allocation of resources
over time, and what can be learned from the approach to making in-year adjustments.

- Stakeholder engagement: Multiple interviews tested the documentary analysis of how the UK’s approach
to the management of ODA evolved over the review period, how partnerships worked in practice (from
both the UK and partners’ perspectives), and whether there had been missed opportunities and unintended
consequences. Interviews were conducted with key government staff across the ODA-implementing
government departments (Foreign, Commonwealth and Development Office, Treasury, Home Office,
and selected other government departments). Two separate roundtables were held: one to maximise
engagement among external commentators, and another to explore collaboration between officials
inside the government.

Table 6: Breakdown of stakeholders consulted for the review (total of 59 people)

Stakeholder group Number of people consulted

FCDO 21
Treasury 3
Home Office 3
Office for National Statistics 1

National Audit Office 2
OECD 2
Netherlands 3
Sweden 1

External stakeholders/experts 1

Other government departments roundtable 18

Expert roundtable 4




Annex 3: National Audit Office value for money table

Table 7: Reflecting on the National Audit Office (NAO) lessons on long-term value for money

Using the NAO’s lessons for a planning and spending framework that enables long-term value for money,
to understand the UK’s approach to ODA management

Joined-up planning and governance

Issues identified by NAO: Departments, arm’s-length bodies and local government undertake related
but uncoordinated activity, reducing value for money and creating gaps in delivery and risk management.

Lessons to maximise long-term value for money (NAO): Plan and manage spending, risks and delivery
against common objectives across organisational boundaries.

Supporting evidence found by ICAI: A cross-government management board existed for International
Climate Finance (ICF), supporting coordination of climate finance delivery (although structures are now
under review).

Examples of issues identified by ICAI: Lack of an overarching strategy or outcomes framework for ODA;
the ODA Board had limited visibility, met infrequently, and focused mainly on monitoring spend rather
than shaping allocative choices.

Prioritisation

Issues identified by NAO: Government does not consistently prioritise spending or stop poorer-value
activities, and affordability constraints are often not acknowledged.

Lessons to maximise long-term value for money (NAO): Establish clear whole-of-government
and departmental priorities and use them to guide affordable spending choices.

Supporting evidence found by ICAI: A consistent focus on humanitarian support and climate finance
helped guide allocations. Even as priorities evolved, commitments to gender equality and women and girls’
programming remained. Under the current government’s plans, gender equality is no longer an explicit
priority, and funding is reduced. The government maintains that gender will be ‘mainstreamed” across

its ODA spending.

Examples of issues identified by ICAI: Establish clear whole-of-government and departmental priorities
and use them to guide affordable spending choices.

Data and evidence

Issues identified by NAO: Decisions are sometimes taken with insufficient data and weak evidence.
Spending review bids and business cases developed at speed often lack risk assessments and robust
cost-benefit estimates.

Lessons to maximise long-term value for money (NAO): Base decisions on good evidence about efficacy,
costs and risks, particularly when working at speed.

Supporting evidence found by ICAI: Government considered NAO’s recommendation to assess the
impact of ODA reductions. However, internal commentary shows uncertainty over whether a full
assessment of the impact of the 0.5% GNI reduction was completed, especially for specific groups
and development outcomes.

Examples of issues identified by ICAI: Previous attempts at a portfolio approach (such as the Department
for International Development’s Results Framework) were not replaced, reducing systematic evidence for
allocative decisions.




Monitoring and evaluating

Issues identified by NAO: Government does not consistently monitor progress, risks and value for money,
making course correction difficult. Rigorous evaluation remains the exception.

Lessons to maximise long-term value for money (NAO): Monitor costs, performance and risk levels;
build in rigorous in-flight and post-hoc evaluation to enable learning.

Supporting evidence found by ICAI: Evidence Notes require investments to be grounded in strong
evidence and best practice.

Examples of issues identified by ICAI: No cross-government commonly understood metrics or tools
for assessing value for money across ODA portfolios.

Taking a long-term view

Issues identified by NAO: Government focuses on short-term delivery and spending control at the expense
of long-term objectives and resilience, increasing the risk of reactive firefighting.

Lessons to maximise long-term value for money (NAO): Take a long-term perspective, consider future
scenarios, and balance short-term objectives with sustainability and resilience.

Supporting evidence found by ICAI: Long-term commitments include: the UK Strategy for International
Development emphasising institutional capability; outer-year uplifts from Treasury giving FCDO additional
headroom; long-term climate finance commitments influencing medium-term planning; and recent efforts
to avoid political commitments extending beyond electoral cycles.

Examples of issues identified by ICAI: Uncertainty during spending reviews constrained long-term
planning. Decisions were often made on a one- to two-year basis. ICF had stable long-term objectives,
but other ODA areas lacked comparable stability.

Funding commitment

Issues identified by NAO: Uncertainty in funding and policy commitment makes it difficult to build
long-term partnerships, pipelines and specialist capacity.

Lessons to maximise long-term value for money (NAO): Set clear short-, medium- and long-term
objectives underpinned by realistic and stable funding commitments, especially when working with local
and private sector partners.

Supporting evidence found by ICAI: FCDO'’s Programme Operating Framework includes guidance
on responsible exits, which supports predictability and long-term partnership management.

Examples of issues identified by ICAI: Strong pressure to meet the ODA spending target reduced emphasis
on optimising value for money. Limited flexibility across departments meant that FCDO often absorbed
system-wide pressures.




Issues identified by NAO: Government tends to underestimate costs and over-promise outcomes,
with insufficient testing of deliverability and risk and few consequences for cost failures.

Lessons to maximise long-term value for money (NAO): Ensure realistic assessments of deliverability,
cost, timelines and uncertainty when committing funding.

Supporting evidence found by ICAI: Instances where delivery plans were grounded in practical, real-world
constraints were identified, but these were inconsistent.

Examples of issues identified by ICAI: Some ODA budgets (for example for the Home Office)
fell significantly short of outturn during the 2021 Spending Review, creating serious disruption
and demonstrating unrealistic planning assumptions.

Issues identified by NAO: There is insufficient transparency and scrutiny around decision-making
internally and externally.

Lessons to maximise long-term value for money (NAO): Be transparent about objectives, plans,
spending choices, risks and performance.

Supporting evidence found by ICAI: Be transparent about objectives, plans, spending choices,
risks and performance.

Examples of issues identified by ICAI: Transparency varies widely by department. OECD-DAC observed
a decline in the completeness and coherence of UK reporting.”’ Parliament requires explanations when
the 0.7% target is missed. Some departments score poorly on international transparency indices.

67 UK Parliament, ‘MPs’ Guide to Procedure — Supplementary Estimates’, updated on January 2026 (viewed on 8 January 2026)



https://guidetoprocedure.parliament.uk/articles/bVZi3BYo/supplementary-estimates

Annex 4: Benchmarking approaches to in-donor
refugee costs

Benchmarking the in-donor refugee costs methodologies for the UK, Sweden and the
Netherlands

The ICAI follow-up report to UK aid to refugees in the UK identified the maximalist approach the UK uses

for finding ODA-eligible spend to contribute to UK in-donor refugee costs (IDRC). ICAI reaffirms this finding,
with the methodology benchmarking exercise against Sweden and the Netherlands revealing that the UK is an
outlier in its interpretation of the Organisation for Economic Cooperation and Development’s Development
Assistance Committee (OECD-DAC) criteria for inclusion of costs within IDRC. The benchmarking finds that
the UK broadly takes a more expansive approach to ODA-eligible IDRC spending, but also that the UK rarely
excludes costs where other countries have taken the initiative to do so. This benchmarking is supplementary
to Table 4, which compares the UK with overall OECD-DAC country practice.

Figure 5: Overview of selected elements of the OECD Development Assistance Committee
methodologies

The table compares how the UK, the Netherlands and Sweden calculate the costs of supporting refugees that
they report as ODA. It covers 18 different ‘measures’ based on information from the OECD-DAC dashboard

Measure

Rationale for counting in-donor refugee costs as ODA

Asylum seekers — ultimately accepted .

Asylum seekers — ultimately rejected

Recognised refugees

Persons granted temporary
or subsidiary protection

Refugees under a resettlement
programme (or ‘quota’ refugees)

Dismissed/expired/discontinued cases

Avoid going beyond 12 months
and double-counting

O @ @ 0 0 ¢
@ ®© &6 & 0 o O

@ ®© O

Eligibility of specific cost items

Temporary sustenance — food
and clothing

Temporary sustenance — shelter

Temporary sustenance — training

O 0 O
® OO0 o
® 00

Temporary sustenance — healthcare



https://icai.independent.gov.uk/wp-content/uploads/ICAI-follow-up-report-UK-aid-to-refugees-in-the-UK.pdf

Other temporary sustenance
provisions

Voluntary repatriation
Transport
Rescue at sea

Dublin costs included®®

O ® OO0 @
@ OO0 0 @
e OO0 O ©

Administrative costs

Methodology for assessing costs

Expenditures based on:

Estimation = @ . O .

Individual level = O

@ Costsincluded and/or most inclusivist approach () Costs included with some caveats — Data not provided

O costs not included and/or least inclusivist approach

Description: The table compares how the Netherlands, Sweden and the UK report IDRC as ODA to the OECD-DAC, showcasing
the three countries’ different approaches. It illustrates how the UK’s approach is more inclusive in comparison to the benchmark
countries of Sweden and the Netherlands, as it does not exclude items such as ‘transport’ and ‘temporary sustenance — training’.
Overall, this explains how IDRC in the UK charged as ODA differs from that of other countries, both in terms of the amount and
what is included.

Figure 5 above shows comparisons across 18 selected ‘measures’ of the IDRC calculation methodologies

of the UK, the Netherlands and Sweden, as extracted from the OECD-DAC dashboard. The measures have
been selected from the 36 categories on the OECD-DAC dashboard that best illustrate the inclusion of costs
in the donor methodologies, and are broadly comparable across the three donors. The full dataset and
accompanying text for each donor’s methodology can be found on the OECD-DAC dashboard.® The criteria
for allocation are highlighted in the key above, whereby a country receives a filled circle for costs included;

a half-filled circle for costs included with some caveats; and a clear circle for costs excluded. A dashed line

is used where the country has not provided information on that measure.

Country . O O -

UK 12 2 2 2
Sweden 9 4 5 0
Netherlands 10 3 5 0

68  When the UK’s methodology was submitted (2019), the UK still participated in the EU Dublin Ill Regulation, a process whereby
responsibility for an asylum application lies with the first member state the asylum seeker enters, rather than their country of
choice. This means that asylum seekers could be transferred back to the first country they enter within the EU member states
which comply with the Dublin Ill Regulation when they apply for asylum elsewhere. This measure refers to costs incurred in
enacting the Dublin Ill Regulation, for example examining applications for asylum. As of 1 January 2021, the UK is no longer part
of the Dublin Il Regulation.

69  Organisation for Economic Cooperation and Development, Development Assistance Committee, ‘OECD Data Explorer DAC
Members Methodologies for reporting in-donor refugee costs’, accessed 5 March 2026



https://data-explorer.oecd.org/vis?fs[0]=Topic%2C1%7CDevelopment%23DEV%23%7COfficial%20Development%20Assistance%20%28ODA%29%23DEV_ODA%23&pg=0&fc=Topic&bp=true&snb=27&df[ds]=dsDisseminateFinalDMZ&df[id]=DSD_QDD_DCD_IDRC%40DF_QDD_DCD_IDRC&df[ag]=OECD.DCD.FSD&dq=.&to[TIME]=false
https://data-explorer.oecd.org/vis?fs[0]=Topic%2C1%7CDevelopment%23DEV%23%7COfficial%20Development%20Assistance%20%28ODA%29%23DEV_ODA%23&pg=0&fc=Topic&bp=true&snb=27&df[ds]=dsDisseminateFinalDMZ&df[id]=DSD_QDD_DCD_IDRC%40DF_QDD_DCD_IDRC&df[ag]=OECD.DCD.FSD&dq=.&to[TIME]=false

The UK has the highest number of filled circles (12) and therefore can be described as the country which is
most inclusive within the benchmark in terms of charging IDRC as ODA, although the Netherlands and Sweden
are not far behind with ten and nine respectively. More revealing is that the UK has the fewest clear circles
(two), compared to five each for Sweden and the Netherlands. This indicates that the Netherlands and Sweden
have excluded IDRC from being charged as ODA within their methodologies in over twice as many instances
as the UK. This shows that the UK is not only the most inclusive of the three countries in its charging of IDRC
against ODA, but also that the UK excludes fewer measures than Sweden or the Netherlands. For example,

the UK chooses to include support costs for asylum seekers whose claim is ultimately unsuccessful inside

the 12-month period in ODA reporting. This is in contrast to Sweden and the Netherlands, which exclude
ultimately unsuccessful asylum seekers from ODA reporting once the grace period for appeal has passed

(28 days). In short, the UK rarely performs at the conservative end of the spectrum. It is worth noting that
within this selection of 18 categories, only the UK does not provide data for two categories, which shows

a lack of transparency.

Steps were taken to ensure the suitability of the selected countries for benchmarking against the UK.
Sweden and the Netherlands were both selected due to their status as high-income OECD-DAC donors
which report frequently to OECD. The selection of Sweden was to maintain continuity with the previous ICAI
report. The Netherlands was selected because it has held a similar (but slightly lower) ODA to GNI ratio to
the UK in the last decade (ranging from 0.52% to 0.67%) and, like the UK, has seen a steep rise in the share
of IDRC within ODA (15% in 2022, 18% in 2023, 19% in 2024).

There are still important limitations to this exercise — specifically, the difficulty in making comparisons of
data between different measures across different countries. This is the case across all reporting measures
despite OECD-DAC recommendations, with countries determining the detail with which they report to
OECD-DAC or indeed if they report at all. Within the countries that do report to OECD-DAC and have
publicly available methodologies that feature on the OECD-DAC dashboards, reporting is irregular and not
standardised. For example, the expenditure item “Temporary sustenance - food and clothing’ on the OECD-
DAC dashboard ranges from ‘Food and clothing’ to ‘Food. Also, some clothing items’ to ‘N/A.

As such, the onus on the country to determine framing within the DAC-allocated parameters does not lend
itself to comparable data, nor is the request for transparency necessarily met across all measures. Additionally,
the data in the methodologies compared in this benchmark is from different years (the UK from 2018, Sweden
from 2025 and the Netherlands from 2019). This is because the dashboard is based on the most recent
methodology provided to the DAC. As such, this requires any comparisons to be heavily caveated, and this
must be taken into consideration when viewing Figure 5.
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