Chapter Ten

U.S. Foreign Aid:

Challenges for the Future

The modern American empire colonizes minds, not territory.

[A] U.S. tactical military defeat can result in strategic political victories in the long run.

Into the Twenty-First Century
As the U.S. entered the twenty-first century, foreign aid would continue to play an important role in international relations.  The “American way,” according to General Wesley Clark, should not be “to rely on coercion and hard pressure but on persuasion and shared vision.”
 Borrowing a term from Joseph S. Nye Jr., dean of the John F. Kennedy School of Government at Harvard University, Clark said American power in the twentieth century should be marked by “soft power” based on “diplomacy and persuasion.”

Two conflicting models of foreign aid continued to compete in the market-place of ideas: a top down process of structural reform that emphasized political and economic transformation, and bottom up activities associated with NGOs and emphasizing poverty reduction and social empowerment through small-scale activities targeted at primary communities and directly at the individual poor family.  USAID as an organization at various times relied on both.
  The motivation for foreign aid remains a combination of diplomacy (and security), commercialism and a modicum of moralism, in part stimulated by an increasing involvement in the foreign aid debate, as multiple factors among policy elites.

Ostensibly, the goals of foreign aid in 2007 remain what they were more than half a century ago.
  These include the reduction of material poverty through economic growth and the delivery of social services, the promotion of good governance through democratically selected, accountable institutions, and reversing negative environmental trends through strategies of sustainable development.
  The reality however is that U.S. priorities have become limited to economic growth efforts largely through the Millennium Challenge Accounts, political efforts at democratization, and finally a narrow focus on health issues, and particularly HIV/AIDs.

In this chapter we will briefly examine the U.S. foreign aid record.  We look at some of the limited successes that can be attributed to foreign aid and try to understand why foreign aid sometimes fails.  Finally, we close with a brief survey of areas of where U.S. international assistance can hope to be successful over the next few years and what choices need to be anticipated and made.  This is done mindful of the limits of flexibility programmed into the foreign aid process in the U.S given the program restrictions, Congressional earmarks and standard operating procedures which makes policy choices extremely scarce.

Limited Successes in Foreign Aid

By the end of the twentieth century, there had been some successes in foreign aid.  As the Congressional Budget Office has put it, “With respect to development, [foreign] aid helped eradicate polio, greatly reduce the incidence of smallpox, increase life expectancy, and reduce fertility rates around the world.”
  Though focus in this book often has often been on the negative in terms of foreign aid, it is important that there has been a positive side to the story.

Between 1948 and 2006, according to the USAID 2004 White Paper, there has been significant success in foreign aid in reducing infant mortality, raising agricultural production through scientific innovations, spurring economic growth and in the spread of democracy.
  While aid in the past financed metropolitan hospitals used by urban middle classes, or not-so-low-cost housing that the poor could not afford, “it is more likely today to be used for rural health clinics and paramedical workers, or ‘sites-and-services’ schemes which do benefit poor people.”

There have been several attempts to untie bilateral foreign aid from commercial and trade preferences through international agreements though these agreements did not cover technical assistance or food aid.
  The overall goal of USAID, according to its 2004 White Paper, remains the promotion of expanded markets for U.S. exports, a task that has been met at least in part.  The key to market expansion has been the creation of successful market economies in LDCs all over the world.  U.S. foreign and foreign policy is making steady progress, according to its own analysis, in providing increased potential for U.S. exports
 That said Africa remains almost completely underdeveloped and “nearly one in every two people in Latin America and the Caribbean live in poverty today and one in five in extreme poverty.”
  
There are a number of countries that can be considered successes at least in part as a result of foreign aid.  These include South Korea, Taiwan, Poland, Chile and Botswana.  Aid for global health services (the elimination of small pox, polio and other childhood diseases, nutrition, family planning, education, housing and micro-credit) are areas where donors have acted on the lessons of experience.
  Food and agricultural development has significantly improved through the green revolution and related agricultural development activities.  A dozen or so former LDCs, such as Singapore, Taiwan, Korea and perhaps India and China are entering the ranks of the developed world.  It also should be kept in mind that “[m]any developing countries have achieved in 30 years what it took industrial countries nearly a century to accomplish.”

There recently have been incremental changes in the foreign aid process.  After September 11, there was some evidence of increased cooperation internationally in terms of foreign aid.  In the aftermath of the attack, “[a]fter years of resisting, the United States is enlisting in a global war on poverty, but only if it can choose the rules of engagement, the fields of battle and the ultimate cost.”
  In the end, from a foreign aid perspective, “there is no alternative to rapid economic growth if the aim is the alleviation of poverty.”


It is increasingly clear that decision-makers in both donor and recipient countries need to better focus on impacts, benefits and costs.  Costs rather than benefits from a policy result if the donor fails to “avoid interference that is needless or irrelevant to major foreign policy purposes.”
  Decision-makers need to focus on both costs and benefits and the balance between the two.  In Iraq, for example, USAID was said to be “hopelessly behind” in the development of a democracy and governance plan in September of 2004, relying instead on operating procedures.
  Two years later the impact of those failures became apparent as the U.S. Iraq policy appeared at the edge of collapse by the end of 2006.  Foreign aid so often lacks strategic planning.
Individual Foreign Service Officers have been successful and had a proud history in American diplomacy, and are “frequently cited by contemporary diplomats as an example of the Foreign Service at its best.  But the idea that diplomatic professionalism is synonymous with expertise has come under increasing challenge from a new generation of management-oriented officials.”
  It is also of concern that the implementation of foreign aid has been routinized in complex contracts and tied to grants that focus on statistical niceties rather than qualitative change.

An important foreign aid theme links volunteerism to assistance and to development.  Those have become involved in foreign aid are to have non-economic motives.  The ideology of the U.S. Peace Corps and other voluntary organizations is said to have played an important role in transferring values. Volunteerism has been important both in non-official as well as official assistance in the U.S., Europe and to a lesser extent Japan.  This is an important legacy of the history of foreign aid.  By the twenty-first century, work in the Peace Corps had become a union card for the development business.

Non-governmental actors have had a major impact upon foreign aid policy.  The role of Christian missionaries remains an important component of this influence and in the U.S. private contributions remain very important.  The intersection between government and non-governmental actors began to occur in nineteenth century Asia and Africa where missionaries were a major factor in the development of the British Empire.  It was in this Empire that the values of foreign aid were most completely defined. This interaction, of faith based organizations, private and government funding and indigenous peoples, continues around the world at the beginning of the twentieth century.

American education has long been seen as a factor in the success or failure of foreign aid programs and many education programs have had positive results.  According to a report from the 1980s, “Mission directors assigned to the more developed of the developing countries testified that large numbers of the senior policy and mid-level officials had received management training in the United States through United States or international training programs.”

At the beginning of the twenty-first century, however, the basic assumptions of foreign aid have come into question.  Foreign aid is said to support economic growth, innovative technology, human resource development, organizational capacity, and investment.
  There is no evidence, however, according to Easterly, of a relationship between foreign aid and either economic growth or investment and there may be a negative relationship between the wrong kind of foreign aid and economic progress in developing countries.
  Ultimately, as a number of economists have argued, universal models of growth have not worked very well.
  The evidence suggests that almost all foreign aid goes for either individual or collective consumption.
  Much of it seems to impact upon the urban middle class rather than the rural poor in LDCs.

When Foreign Aid Fails?

Despite the limited foreign aid successes discussed above, much of foreign aid has been seen as a failure.  Foreign aid failures are often blamed on the capacity limitations within LDCs rather than on the foreign aid process.
  In many cases, however, “the overwhelming donor demands tended to overstretch the management capacity of the [LDC] state.  This was…manifested in the state’s increasing inability to cope effectively with detailed aid processing and management procedures.”
  Cynically, according to Steve Weissman, “the aid-givers coordinate their beneficence with other levers of control, from diplomatic pressure and private ‘philanthropy’ to military intervention.”

Historically, the three motivations attributed to foreign assistance have been self-interest, a concern for national security, and a sense of obligation and charity as some form of humanitarian responsibility.  Donors, as individuals, are also oriented toward achievement both in term of conscience-salving and through the performance of what Gasper calls accountability rituals.  Finally there is a commitment to a “maturation process” that is sometime referred to in foreign aid circles and suggests that people in poor countries are not quite adults.  According to Gasper, international aid assistance should work with those in the developing world and “treat them as people, adults, and in collegial fashion, not in general as children or delinquents.”
  Nonetheless the image of childishness remains a part of the LDC image.

There long been an assumption that U.S. models are best utilized in LDCs.  This has been criticized by some.  As Fred Riggs points out, “Nevertheless, one forms the impression, on reading Rondinelli’s report, that AID persists in thinking that American administrative technology ought to be exported, and that we have in our experience satisfactory solutions for the problems of developing countries.”
  It is partly for this reason that domestic social issues have also intruded into foreign aid policy, particularly in the area of health.  Not surprisingly, anti-abortion bills are often linked to foreign aid.  For example, over the last twenty years, “[i]n the latest tactical victory by a resurgent anti-abortion movement in the United States, Congress has forced a drastic cut in aid that is the mainstay of family planning programs around the world.”
  Policy makers and domestic lobbyists both claim to know the needs of LDC people.

In 2004, USAID had three overall concerns, 1) conflict resolution, 2) the development of civil society, and 3) relief and development from a social and an economic perspective.  Mark McGillivray and Howard White have put it this way:

From the donor’s point of view, aid is seen as an instrument of foreign policy, serving to: promote political and diplomatic relations with developing countries; enhance stability within countries of strategic importance; expand export markets; procures strategic imports, and; gain kudos in international fora by being seen to be a responsible, caring member of the international community helping countries in need and seeking to promote international development.  Indeed, there is reasonably wide acceptance that political, strategic, commercial and (albeit often begrudgingly) humanitarian motives offer a reasonable a priori basis for explaining patterns of aid allocation among developing countries.

The motivation for foreign aid has long been political and economic, as well as ethical, and humanitarian in nature.
  There has remained a predictability to U.S. foreign aid policy, and “like an emergency room doctor who gives every patient an appendectomy regardless of the symptoms, the institutions treated almost every developing nation the same - with a package often referred to as ‘structural adjustment.’”

As early as the 1950s, donors had assumed that foreign aid would provide a short term boost to LDCs, by filling the “finance gap” which a country lacked in order to take off towards sustained economic growth.
  The search for a formula for growth has been a constant in the debate about development assistance ever since.  “Many times over the past fifteen years,” according to William Easterly, “we economists thought we had found the right answer to economic growth.”
  The Millennium Challenge Account is the latest iteration of the search for the growth magic bullet.

Initially, the magic formula was based upon the Harrod-Domary model that aid finance should be invested in large scale infrastructure, dams, harbors, roads and machinery.  At various times, capital investment, population control, human resource development, policy reform and structural adjustment, and debt forgiveness have all been identified as the elixir of international development.  Despite massive amounts of foreign aid in the twentieth century, many heavily aided regions and countries remained among the poorest in terms of social indicators in the world.

While some have argued that education has been an important variable in terms of international development, historically, variations in growth across countries have had very little to do with variations in human capital growth alone.  As Easterly puts it, “The growth response to the dramatic educational expansion [in LDCs] of the last four decades has been distinctly disappointing.”
  Economic development occurs only when education grows within the context of political stability and government incentives for growth.  Within the context of a pro-growth set of policies that will create incentives, the expansion of education and skills can be a powerful developmental tool.

Official foreign aid has been particularly weak when it came to technological discoveries and the support of economic growth.  Most of these, in terms of international assistance, historically have come from the great private foundations.
  According to Dennis Rondinelli, “AID’s technical assistance for development administration during the 1950s and early 1960s was heavily influenced by the prevailing concepts and theories of economic development, [which originated in the private foundations but] reflected in the Marshall Plan and Point Four Program, which were primarily aimed at rehabilitating physical infrastructure and industrial plants, temporarily feeding large numbers of people whose sources of income had been destroyed during the war, an re-establishing the economies of industrial societies.”

Policy makers in more developed countries, and especially in the United States, have tended to see their action as charitable and even, as in the case of Afghanistan and Iraq, as a way to justify the use of force in order to meet ideological and developmental goals. Academics and practitioners when they intervene as consultants impact upon LDC policy choices. 
Over the past sixty years foreign aid has been governed to a large extent by “the structural power patterns in the global system.”
  Foreign aid, like diplomacy, propaganda or military action is an instrument of statecraft.
  According to Steve Weissman, foreign aid has been a component of diplomacy and ultimately “a sophisticated instrument of control.”
  Domestic influences in donor countries have also played a role.  According to Paul Glastris, speaking of foreign aid policy, “Even if these hearings were to lead Congress to tighten laws governing foreign influence, that wouldn’t diminish the impact of some of the most effective advocates for foreign governments: the ethnic compatriots and their descendents who have immigrated into the United States.”

Over time, USAID contractors, non-profit grantees and the domestic bureaucracies that operated these programs, have come to live off of foreign aid and have become a major source of opposition to and support for foreign aid and in some cases for its reform.  Some of those who advocate the reform of foreign aid have called for a shift from bilateral to multilateral assistance.  Others have called for the complete separation of foreign aid from the Department of State and a move to the Treasury, the creation of a separate cabinet department or a Presidential agency headed by a person of stature.
  Another group argues that foreign aid should be linked to U.S. security and economic needs.  Still others have bemoaned a loss of mission in the foreign aid community. From this perspective, “[m]obilizing diverse energies means fostering decentralized development and selecting local initiatives [local government, private groups, individuals] over central initiatives.”

Given the “realpolitik” of foreign aid, just as there are popular and elitist views of the U.S. Foreign Service so are there populist and elitist views of foreign aid policy.
  Populist views, though seldom articulated, corresponds roughly to the bottom up approach while the elitist perspectives refer to the top down, planning methodology within the donor’s power nexus.  Populist formulas have become increasingly popular in technical assistance circles and should be examined within the context of foreign aid program managers’ policy choices.
  Elitist views tend to predominate in foreign policy circles.

It is important to separate the process of foreign aid policy making in Washington with the way that foreign aid is planned and administered in the field.  Too often, policy analysis focuses on the bureaucratic processes and neglects the situation on the ground.  In the field, “[e]ach mission director likes to make a personal mark with a cluster of new activity reflecting his/her own initiative….  Consequently mission staffs are project advocates.”
  Congress, like USAID field staff, has traditionally insisted on its prerogative to pre-approve individual USAID programs, projects and activities.

To its critics, foreign aid has become part of a broader problem of state weakness since assistance almost always has been directed at or gone through inefficient central government structures even though local governments, NGOs and the private sector are able to provide social services more effectively than the state.
  Too often, it has been argued, foreign aid “not only fashioned the structure of the aid relationship but also determined what interests were to be served and the modalities for achieving them.”
  Corruption, bad government, traditional values are often said to be (and often are part of) the problem.
The failure of foreign aid has resulted both from international pressures and LDC domestic weakness.  The approach taken here recognizes the responsibility of domestic LDC leaders in the management of foreign aid.  LDC decision-makers do make meaningful choices. However, it is important to place domestic leadership within a complex web of international and domestic factors which define foreign aid.  According to Edward Horesh, “Just as the ‘policy adviser’ cannot come to grips with the administrative process still less can the professional foreigner understand the most elementary social processes unless (as in Malawi) there are ‘enough local professional colleagues to save the outsider from most indiscretions’.”

Western and specifically American foreign aid often seems “intellectually disorganized, practically ineffective in too many cases, and insensitive to the political implications and social consequences of foreign interventions.”
  As Stillman and Pfaff noted back in 1966, “The simple discharge of foreign aid funds on a vast scale without serious plan, is not a moral spectacle.”
  U.S. foreign assistance policy is particularly handicapped by a certain policy coherence.  USAID operates under a multitude of goals and directions.  USAID in its 2002 White Paper, admits to 33 goals, 75 priority areas and 247 directives.”
  And yet, despite this concern, the USAID White Paper did not in any way eliminate any of these goals and objectives.
The foreign aid system as it has evolved in the U.S. and in other bilateral and multilateral organizations over the last sixty years has largely been bureaucratic in nature, projectized in operation, and allows for the implementation of foreign aid policies contrary to a country’s national interests.  As Henry Kissinger noted in the late 1960s, there was
a sort of blindness [in terms of foreign aid] in which bureaucracies run a competition with their own programs and measure success by the degree to which they fulfill their own norms, without being in a position to judge whether the norms made any sense to begin with.

Over the past sixty years, donors have been remarkably ignorant of the impact political conflict and ethnic diversity on foreign aid and technical assistance.  Few understand that one or more ethnic groups are likely to benefit disproportionately from economic advances, often increasing ethnic tensions.  According to William Easterly, “Corruption increases with more foreign aid in an ethnically divided society though not in an ethnically homogeneous one.  Foreign aid is a common resource that each ethnic group will try to divert to its own pockets.”
  By the early 1990s, concern for ethnic identification was an important factor in foreign aid policy.


Development specialists point to concerns about corruption, ethnic patronage and an “entitlement mentality” along with a generallized aid dependency among Third World elites.
  However, a great deal of the ineffectiveness of foreign aid rests with the donors, including their choice of methodologies and priorities.  Likewise, senior donor representatives can have a “Board of Directors” mentality in their approach to controlling their host country’s public policy choices.
  A major focus of this analysis has been on ways that recipient countries can manage or “deal” with the donor process.

A Potential for Success?

In the wake of September 11, George W. Bush, having found “a grandiose purpose” in foreign policy, announced what he called his preemption doctrine that U.S would strike first in the event of an international threat.
  Foreign aid would play a role in that process.  Increasingly, after September 11, institutions of global or regional governance were being required to intervene during periods of social upheaval and political or economic collapse.
  Whether “striking first” can contribute to international development remains problematic however.

Historically, as we have seen in this book, there have been several motivations for foreign aid.  These have included individual and collective altruism, particularly in terms of humanitarian assistance, military and strategic, political and diplomatic, commercial, and collective or multilateral.
  It is important to keep in mind that self-interest defines the motives of various actors on both sides of the foreign aid process.
  The leadership in recipient states, often “have had private interests and ambitions of their own.”
  There is a mutual but asymmetrical dependence to the relationship and from the recipients’ perspective, opportunity costs to foregoing foreign aid.

Official foreign aid and technical assistance ultimately are vehicles of a country’s foreign policy.
  Foreign aid agencies are thus “part of an institutional framework…that continues to fall short of its potentials [Foreign aid is] “about politics and, crucially, the relationship between donors and recipients-not only at the higher echelons, but at all levels of contact.”
  According to John Montgomery, “foreign aid as a political instrument of U.S. policy is here to stay because of its usefulness and flexibility.…”


Both official foreign aid and technical assistance continue to be based on modernization assumptions which assumes a transformation of society from ascriptive to meritorious and from rural to urban.  From a modernization perspective, a book on foreign aid and development should ideally focus on two levels of analysis, the relationship between the individual and a primary socialization process and the extent to which national ethical and moral values impact upon the individual. History, as Weatherby, et. al. point out, “has shown that institutions cannot be readily transplanted intact from one culture to another.”
  At issue is the chain of forces that impacts upon individual and social values as a means of promoting international development.  Focus here has been on the full spectrum of foreign aid impacts, from individual to nation.

Perhaps it is true that all of those involved in the development debate are modernizationists.  From a policy perspective, the debate about foreign aid and development revolves around two issues: cultural transformation and what used to be called modernization.  The former occurs at two levels.  First, there is the concept of identity and how one identifies oneself in relationship to family, language, religion and culture.  Second, there is the issue of social morality that ultimately is defined, at least in part, by national policy. According to Richard Sandbrook, “The new democratic [foreign aid] missionaries are perceived as ethnocentric in assuming the innate superiority of Western-style, liberal-democratic institutions.”

It was not until the 1980s that development specialists had come to focus on the role of institutions in development, “not only the formal organizations of government and private-sector entities but the ‘humanly devised constraints that shape human interaction.’”
  “Aid donors,” according to Lancaster,

have found efforts to strengthen African institutions among the least effective of their activities.  Indeed, evidence suggests that technical assistance has become part of the problem of institutional weakness, not the solution….  Despite 30 years of a heavy technical assistance present and much training, local institutions remain weak….


Even with outside input, it is difficult to introduce organizational change.  Unfortunately, organizational change is sometimes seen as a given.  As a former USAID administrator once put it, “At this meeting, we received a briefing by a respected management consulting group, which had been engaged to assist in framing solutions to organizational concerns.”
  Organizational development is difficult and remains a central problem for successful development.  According to Des Gasper, “If one’s theory of development centers not on volumes of investment but on building confidence and capacity, people, organizations and institutions, including capacity to learn, decide and mobilize resources in one’s own unique situation, then co-determination in projects and policies is vital in place of conventional modes of aid.”

Donor intervention to improve management performance will not be successful without a sustained commitment to institutional development, particularly for institutions involved in education and training.  Moreover, such interventions should be unencumbered by the unrealistic time bound constraints in the project cycle.  As Jon Moris pointed out twenty five years ago, the time phasing provided in donor project documents "is hopelessly unrealistic.”
  A recent World Bank report called for donors to shift their assistance from financing projects to financing a time-slice of sectoral or subsectoral programs.


Ultimately, implementing foreign aid has been at least in part a management problem. An early implementation issue related to the debate between coordination and specialization.  Delegating responsibility to other departments or contractors in some situations could actually weaken control over the distribution of funds between functional fields.  There was also a fear that proposals of special interest to individual governments could monopolize available program resources.
  Overall, the foreign aid dilemma often centers on the question of whether to co-opt or coerce.
Development management services involve design and evaluation methodologies; the development of suitable donor, donor mission, and LDC participating agency procedures; and the teaching of these concepts and procedures to host country cooperants.
  Interventions, to be successful, need to include assistance to strengthen local and national-level public management systems, and private sector management capacity.  Areas involved include: program and project analysis, project identification, design, evaluation/assessment, implementation and monitoring activities.  Pubic policy concerns include: policy analysis, personnel systems development, organizational development, accountancy, human resource development and planning, and project management.

Four policy areas can make a difference in terms of international development:  transportation, competitive markets, agricultural extension, and transparent policy making and good governance.  In addition, a country needs a well functioning credit system, stable property rights and effective incentives for public sector employees.
  It is particularly important to recast the agencies dealing with commerce and agriculture.  According to Robert Klitgaard:

The Chamber of Agriculture should get out of the import-export business and certainly not aspire to be a marketing board.  Instead, it should become an autonomous body [providing] service [to] the private sectors and functioning as its voice vis-à-vis the government.

The limited resources available, however, have meant that in the contemporary era, the Western powers could not sustain colonial style structures that had been maintained a generation earlier.  For this to change, would require a massive infusion of both military and foreign assistance.
  Iraq and Afghanistan have illustrated the difficulties of this.  The resources in both cases were not there to maintain intervention models long term.  There is a common assumption that foreign aid is directed toward expanding choices for individuals and families in society.
  “In some ways,” according to Paul Blustein, foreign aid continues to be fixated at the macro level on large institutions and resembles “the insistence on structural adjustment in the 1980s, though with less emphasis on cutting budget deficits and more emphasis on developing clean, healthy institutions such as courts.”

In the twenty-first century, the developed-developing dichotomy has increasingly become a false one.  Instead a foreign aid community is made up several inter-related groups and increasing inter-dependence mechanisms that cross developmental lines.
  The ability to manage and take advantage of information technology is the central theme of twenty-first century development.
  Both China and India have demonstrated their ability to do so and without significant involvement of foreign assistance.
That does not mean that there are not differences in economic and political status in the global political economy.  According to long time analyst Stanley Hoffman, “An increasing differentiation has taken place between the developing countries that have been able to join the industrial world, and whose economic take-off has been spectacular, and the many other countries that have failed, and have fallen more and more deeply into debt.”
  However, in terms of foreign aid policy, there are “formidable domestic obstacles to the policy I have sketchily described here.  One - with us for so long that it is pointless to pin the blame on any administration - is the disjointed way in which American foreign policy is made.”

There is a growing consensus that “[g]ood economic management matters more to developing counties than foreign financial aid does.”
  According to Jill Smolowe, “With the economy less than robust, isolationism on the rise and the November elections approaching, Congress recently warned the Bush Administration that it may not fund large increases for U.N. peace forces.”
  Judith Hoover notes, “A number of theorists have written in the area of values and particularly in the use of values appeal to achieve identification of self or identification of or with others.”


In foreign aid policy, there is a problem of what John Montgomery calls “consistent outcomes,” that is seemingly large policy decisions lead to disappointing results.
  As Montgomery has put it, “Boldness [is] followed by indifference, greatness [is] permitted to degenerate into mediocrity.”
  In foreign aid policy, greatness in U.S. decision-making can be followed by indifference in the aftermath of that decision.  Montgomery goes on, “the best decisions can have consequences harmful to someone.”

Ultimately it is clear that both individuals and groups of people respond to incentives.
  The assumption has been that donors should “tie aid to past country performance giving the country’s government an incentive to pursue growth-creating policies.”
  However, policies that encourage incentives and entrepreneurialism require a public policy process that is both rational at the individual level and based on societal rather that narrow interests.  Development occurs

when government incentives induce technological adaptation, high-quality investment in machines, and high-quality schooling.  It happens when donors face incentives that induce them to give aid to countries with good policies where aid will have high payoffs, not to countries with poor policies where aid is wasted.

Long term, there is a consensus that foreign aid should be directed at supporting efforts by LDCs to reform their own economies and political systems.
  Beyond this, the donor countries should move towards cooperative mechanisms that facilitate global access and connectivity, in terms of trade, the movement of people and productivity, and that also contribute to a more benign invasion of the more isolated and the less informed individuals and communities.
Successful international development should involve trade and tariff reform and a trade environment which is favorable or at least equitable to LDCs and it should allow LDC citizens access to education, training, information and communications technology that is if not equal to more developed countries is appropriate.  Sustainability issues remain important and “sustainability generated in circumstances of good national governance; which does not mean large government, but strong institutions which facilitate the provision of goods and services by the most appropriate means.”

Structuralist critics have assumed that foreign aid is set up to widen the economic disparities between wealthy states and LDCs.  Inadvertent disparity might be a better way to put it.  However, the perception is real. According to Stephen Hook, the “perceived effects of [such a] manipulation of foreign assistance include the increased reliance of LDCs on the monetary policies, consumption patterns, and export policies of core states….”
  In 1992, according to one South African observer, the “Great Power simply makes it known that if the small nation does not do what is required of it then its aid will be cut off.”

This may be over-exaggerated.  There is room for ethical, moral and humanitarian concerns in international assistance.  However, the realist position remains alive and kicking and can be detrimental to the international development process.  Ethics are a part of the framework for international assistance.  To illustrate, according to an early Presidential Task Force, the U.S. should “create a U.S. International Development Bank to carry out the bilateral lending program.  The Bank should be an independent government corporation, with a full-time president serving also as chairman of a board of directors, which would be composed of government officials and private members.”
  This means that in time,
U.S. international development policies may well prove to be the most important - and the most rewarding - determinant of America’s role in the world….  The United States has a profound national interest in cooperating with developing countries in their efforts to improve conditions of life in their societies….  This country should not look for gratitude or votes, or any specific short-term foreign policy gains from our participation in international development.

This is an ideal position but it is not realpolitik.

Conclusion

To conclude, if not to caution, we can go back to Ralph H. Smuckler and Robert J. Berg’s wise words in 1988: “The world of the 1990s, and that of the 21st century, will be substantially different from one in which a worldwide enterprise known as ‘foreign aid’ was launched forty years ago.  New circumstances make the concept of foreign aid less appropriate.  To much of Asia and Latin America, the concept of ‘cooperation for development’ fits better.  By development cooperation, we mean that we share responsibilities widely and appropriately.”

It is important to remember that the goals of the development policy can get mixed up because of the need of the organization to gain control over its social environment.  There is a need, as Carol Lancaster points out, to reshape the organization and management of foreign aid.
  By the end of the twentieth century she notes, “USAID [had] one of the most elaborate and time consuming programming systems of any aid agency.”
  Yet, despite, or because of this, much of the foreign assistance provided by the United States has been ineffective.

There remains a middle ground among critics of foreign aid.  According to Larry Chang, “Between these critics and a steadily decreasing number of aid proponents are some analysts who contend that aid should not be terminated, but be concentrated on those countries that ‘can be saved,’ rather than on those desperately in need of it.”
  A saving model, however, according to Rondinelli, “consisted merely of transferring American administrative technology and ‘know how’ to less developed countries, much in the same way that industrial and agricultural technology and ‘know how’ were transferred through the Marshall Plan” (and the Point Four Model).

The view presented in this book is that donors should provide foreign aid “only when the [recipient] national and local authorities are…clearly capable of receiving and using this aid through its own instrumentalities” in a manner that benefits the majority of its citizens.
  Developed countries also need to see that their self-interests are being met. In addition, civil society, non-profit or private sector organizations should be able to utilize foreign aid to foster social, economic or political development.

There has been one constant defining foreign aid over the last fifty years.  Critics from lesser developed states suggest that the humanitarian and development goals of development policy have been distorted by the use of foreign aid for donor country commercial and political, or military purposes. Given the nature of government in the twenty-first century, for foreign aid to succeed it would have to be perceived as in the self-interest of a country’s leadership and its societies in both donor and recipient nations.  That and a perception of the realities of the need for multilateralism are if not a blueprint, a start in the debate about international assistance in the twenty-first century.
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