Foreign Aid and the United States of America
An Outline
Note: the following is largely taken from an article by Jeffrey Sach’s that appeared in Foreign Affairs, March/April, 2005 and http://www.globalissues.org. The rest of comes from my own reading of many sources in the past.

I. Before I present my part, I would like to tell you a couple of things: that 1) I am not a fan of economic aid; and that 2) my presentation is very critical of US. As former President Carter and the New York Times stated it, “we are the stingiest nations of all” when it come to humanitarian and development aid! Let me illustrate these two issues first:
1. I am not a fan of economic aid. I happen to know that, in some situations economic aid could be counter productive and hamper economic development. Here some reasons for this to happen:

a.  it decreases incentives aid recipients and make them more dependent of others; 

b. some of the aid is duplicative and may even be in conflict with local development objectives; 

c. most Official Development Assistance (ODA) has some strict strings and conditionalities attached to it (e.g. US and EU aid tied with its policy objectives and strategic interests (at times for good reasons); US/EU tying aid with purchases of donors’ products, hiring of experts, etc. (this is hypocritical in that it is an employment opportunity and government interference by donor countries while advocating for no or minimal interference by domestic governments);  IMF and the World Bank economic assistance ridden with a number at times very difficult to fulfill conditions and the costs of the strings may be higher than the benefits they bring. 
I also happen to know that economic assistances have been used to change the internal policy of a country! E.g. Ethiopia and its policies against Eritrea!
d. The presence of NGO’s have been counter productive at times (see for example, one of the 2004 issues of Foreign Policy magazine); and most importantly,
e. Poor countries would be better off if they are allowed to export the goods that they have a comparative advantage in (farm products, textiles, etc.) without any restrictions or subsidies than getting aid from developed nations. It has been suggested that the total ODA is way less than the total subsidies in agriculture and the trade barriers in other industries!
f. Some of the economic aid may involve unintended dumping (e.g. impact of US and EU food aid on depressing local farm prices!)
g. In some cases, aid invites corruption and mismanagement and may be used by despots in power. In fact, I happen to some governments using the flow of foreign aid as a bargaining chip as well as a political bargaining tool! I can show you this fact using Ethiopia as an example!

2. My presentation is somewhat critical of the US government for two reasons:

a. That our government has been talking the talk but not walking the walk! Our policymakers have been reluctant and/or even initially had refused to join some of ODA conferences and other US sponsored protocols. At the same time, they have signed on whenever nations gather to talk about increasing ODA money! This kind of action is inconsistent and unexpected from an economic and military superpower!   We should not play this feel good game and should not promise to provide development aid that it knows it would not deliver! 
b. I believe that the US can do a lot with little and it could be beneficial to us down the road (see below)! 
3. It is logical, and even necessary for donor countries to attach conditions for providing economic aid, such as measurable performance or results. There is a potential for some, if not all, of the aid money to be misused. It is also foolish to expect a flow of resource without conditions! More importantly, past experience indicates that aid without conditions may not take place! But, economic assistance and condtionalities are incompatible with their intended objectives! Many, if not all, poor nations who have been receiving aid are deep into foreign debt. There is no evidence to suggest that aid has helped these countries! It is high time to look for alternatives! I hereby suggest some of these alternatives:
a.
The opening up of our markets to their goods - free trade and removal of the subsidies! From my standpoint, free trade is the best “aid” to poor countries!
b.
Targeting some specific parts of poor countries infrastructure (Roads and highways, power lines, sewer systems, water supplies, reforestation, etc.) doing it by ourselves without any domestic government interference.

c.
Targeting the educational and health care systems with the work being done by the donor countries without the interference of the domestic government and with duplication by other donor countries! 
As you can imagine, the last two alternatives would allow us (donor countries) to measure the results, allow us to make our policymakers being accountable to the effort and also to put our own stamp on our assistance!    

In what follows, I present some facts and, hopefully, dispel the myth and provide some perspective.

II.
(Misperceptions) Many Americans mistakenly believe that the US gives a lot of aid to poor nations! According to a recent survey Americans believe that up to 24% of our budget goes to help other countries! Here are the facts:

a. The US spends only a quarter of 1% of its budget on foreign aid!

b. In 2002, America gave only $13.2 billion compared to the EU’s $29.9 billion and in 2003 the US gave only $16.2 billion compared to the EU’s $37.1 billion (New York Times, December 30, 2004). I will show more facts and numbers momentarily.  The 2003 US aid amounted to about 0.15% of GNI!
Present all facts (tables, charts, etc, here!)

Note: most of these slides could be found at: 

http://globalissues.org/TradeRelated/Debt/USAid.asp
III. When I think about this, this misperception could be interpreted into 3 ways:

a. That the American people are willing to assist others who need help! If this is the case, their willingness can be exploited to help the poor of the world. In fact, the enormous outpouring of financial and material help that went to the Tsunami victims indicates just that!

b. That Americans may be mistakenly counting things like military aid and private capital flows as Official Development Assistance (ODA). An ODA is development assistance that helps countries educate their children, increase their public health and clinics, help them develop their infrastructures such as roads, bridges, power, water and sanitation, and so on. 
c. (Long-term ODA VS disaster assistance – quick to respond to natural disasters but no follow-ups!) As you probably know, Americans are known to extend their generous hands when it comes to responding to disasters such as famines, floods and earth quakes. Even though this should be appreciated and also indicates the willingness of the American people to help others, we may have to recognize that this is not an ODA! That is to say, Americans tend to give a lot more, even on a per capita basis at times, than other nations and/or in their past, but only when they see devastation and the suffering through TV or other media! But this is analogous to rescuing more people in a sinking ship than other nations after many of them have drowned! We need to find ways to stop many ships from sinking down the road!    
d. And (if we decide to participate) the cost is not that much (especially compared to the long-term gains!) The US has agreed to give, such as any rich nations, about 0.7% of its GDP as an ODA per year. This is equivalent to a little more than the $81 billion that the President requested to supplement Iraqi development! On a per capita basis, it amounts to a giving up a few cents per day, per person, which is not really a lot of money!   For example, the US spent $500 million when Ethiopia faced starvation in 2002 but only gave $4 million to help the same country raise its agricultural output!
IV. (If you want to see further evidence that our assistance is mainly Geopolitical aid assistance), note the following USAID’s 5 major policies are to (as shown in the slides):
1. Promote transformational development; this is the only one that is purely for development.
2. Support strategic states such as Egypt, Iraq, Yemen, Afghanistan, Pakistan, Columbia, etc. that helps us fight terrorism and drug trafficking. According the Jeffrey Sachs, most of these strategic states are middle income and not poor!
3. Strengthening weak states – to either stop or avert conflicts.

4. Providing humanitarian aid – used for relief of natural disasters. As we know, some of this assistance, even though it is commendable, has some serious drawbacks. When the US gives free food to those who need it, this free food tends to depress local farm prices. Secondly, this free food has huge transactional costs as nearly half of the aid used to transport the food from here to there. And,
5. Addressing global challenges such as HIV/Aids.

The last 4 are geopolitical aid assistance!
V.
Fulfilling our commitment is good for us for a number of reasons (among them being):
1. It will stop some poor countries from being failed states and the ones which have the potential to harbor terrorists;

2. It is good for our image – The world already perceives the US as stingy and one who cares about terrorism and not development assistance. There is no better feeling than saving millions of lives! 
3. When poor countries’ economies grow, they will become potential trading partners and buyers of our goods and services.

