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About the Foreign Policy
Project

The Foreign Policy Project is designed to reassess
the principles and purposes of U.S. foreign policy in the
post—Cold War world. The project seeks to describe the
emerging international environment as seen from a
variety of perspectives, to assess America’s stakes in
that world, to examine the trade-offs among them, and
to articulate a framework for analysis, debate, and
policymaking. The project, which has funding from The
Ford Foundation, hopes to generate ideas and analyses
that will contribute to and re-energize an informed
national debate on U.S. foreign policy and America’s
role in the post—-Cold War era. The Project is co-chaired
by Barry M. Blechman, Chairman of the Stimson Center,
and Catherine Gwin, Senior Vice President of the
Overseas Development Council (ODC) and co-directed
by William J. Durch of the Stimson Center and David F.
Gordon of ODC. Project research staff include Brian
Curran, Todd Moss, and Jolie Wood.

The project has five main components:

Strategy Group. Meeting at regular intervals throughout the
life of the project, the Strategy Group is the core component of the
project. Composed of experts from disparate fields and backgrounds
(in research, public policy, the media, and business), from different
parts of the country, the group oversees the project’s research
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feared, will lead to the further denigration of long-term
development concemns and global issues because the
culture and incentives within the State Department are so
wedded to addressing short-term political/strategic
concerns. Secretary of State Christopher himself has
expressed frustration that “the urgent often takes the place
of the important.”

But we believe that the twofold restructuring that we
recommend would accomplish several things. Most
important, it would bolster the policy capability and
responsibility for development and global affairs within
the core U.S. foreign policy apparatus, thereby helping to
mainstream those issues of increasing salience in U.S.
post—Cold War foreign affairs. It is hard to imagine these
issues being successfully mainstreamed if they continue to
be seen as “AlID issues,” largely divorced from senior
policymakers’ purview.

Relatedly, it would create a more unified, powerful,
policy voice within the Executive Branch, a step that is
essential for making and defending the case for future
international affairs funding. It would also facilitate
(though not wholly solve) the long-elusive challenge of
better coordination of U.S. assistance efforts across the
panoply of bilateral and multilateral channels available to
us. Finally, it would reflect within our continuing bilateral
development aid effort the many lessons learned over
recent decades that are important to getting results and
thereby contributing to sustained support.
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David Gordon, Catherine Gwin, and Steven Sinding 33

ment challenges jointly agreed on by con-
gress and the executive branch. Issues should
be chosen that are fundamentally important to
the future well-being of people in developing
countries, reflect U.S. core concerns and val-
ues, and build on particular U.S. strengths.

¢ Within a well-conceived and clearly articu-
lated strategic framework, the Fund’s grant-
making would focus on harnessing American
expertise and leveraging institutional commit-
ment to international development. It would
both seek out and respond to proposals from
a variety of eligible partners, including for-
eign governments, U.S. and indigenous
NGOs or other private entities, and interna-
tional programs. Those who seek funds
would have to demonstrate efficient and trans-
parent operating procedures as well as sup-
port from relevant national, provincial, or
local stakeholders in the target country.
Major emphasis in funding decisions would
be given to capacity building, institution
building, training, and knowledge creation or
transfer.

» To encourage Fund effectiveness, transpar-
ency, and support, an advisory commit-
tee—composed of representatives of
nongovernmental constituencies and expert
communities—would monitor and advise on
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2 What Future for Aid?

promoting global stability and progress through reducing
poverty and advancing democracy in poor countries.

It would be convenient if the necessary responses to
present circumstances could be merged in a single
organizing principle, as with “containment” in the Cold
War era. But, at least into the foreseeable future, no single
slogan is likely to capture the realities of the present day.
Instead, we need to recognize the diversity of major U.S.
foreign policy purposes in the post-Cold War era, the
pursuit of which alters rather than eliminates the need for
international assistance funding.

U.S. foreign aid levels are, however, on a steep decline.
The Organisation for Economic Co-operation and
Development reports that the United States, having led the
world in aid contributions through 1990, has now fallen
behind Japan, France, and Germany. Opinion polls
consistently reveal that the American public sees foreign
aid as one of the largest items in the federal budget and
thinks the United States bears a disproportionate share of
the international aid burden. In fact, foreign aid spending
is less than one percent of the budget, and we now lag
considerably behind other donors in terms of aid as a
percentage of national wealth. These trends reflect not only
the rigors of deficit reduction but also the loss of an agreed
rationale for foreign engagement. They call, therefore, for
a broad, bipartisan dialogue on the future of U.S.
international assistance.

The collapse of support for foreign aid is partly a
function of dramatic changes in the world. For a post-Cold
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This individual would be the Executive Branch’s
principal spokesperson on U.S. development and global
issues policies. Supported by a staff of substantive
professionals, he/she would be responsible for assisting the
Secretary of State in preparing and defending the
international assistance budgets for the four program areas.
Primary responsibility for State Department input into U.S.
policy toward the MDBs would be shified from the
Economic and Business Affairs Bureau into the
Development and Global Affairs area to ensure a more
coordinated approach to bilateral and multilateral aid.
Responsibility for U.N. social and economic funds and
programs would also be moved from the Under-Secretary
for Political Affairs into this broad portfolio.

In addition, the Development and Global Affairs area
would be responsible for programming emergency,
transition, and global issues assistance; accordingly, it
would decide through which channels to program
aid—bilateral, multilateral, or nongovernmental. Essential
to this reform would be the buildup of analytic and
programming capabilities about development, global
problem solving, transition, and emergency assistance
issues within State—a department not known for its
interest or expertise on these issues.

2) Convert the bilateral development assistance program
into a semi-autonomous International Development
Fund, which would operate in a different mode from
USAID.
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4 What Future for Aid?

to integrate international assistance programs more
centrally into U.S. foreign policy at the levels of rationale,
process, and organization. During the Cold War,
proponents of development assistance programs sought to
insulate them from the day-to-day political pressures of
foreign policy concerns. Today we need to go in exactly
the opposite direction. The separation of aid from the main
foreign policy apparatus no longer “insulates” but rather
marginalizes and trivializes aid.

Prevailing Myths and New Realities

Myth Number One: Aid is No Longer Needed

This myth has two subthemes. The first is that after the
Cold War there is no longer a foreign policy role for foreign
aid. According to this view, since aid’s main purpose was
the “buying” of support for anti-communist allies,
eliminating most aid is an appropriate “peace dividend”
from the end of the Cold War. This argument has a kernel
of truth. Some types of aid have become passé, and some
longtime recipients are no longer attractive. This new
reality has already led to steep reductions in Economic
Support Funds, the “walking around money” programmed
for explicitly political ends during the Cold War. There
have also been appropriate cuts in assistance to such prior
“allies” as Zaire and Pakistan.

The second subtheme is that the increase in trade and
international capital flows has made aid irrelevant to
development. The argument here is that if donors stopped
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development and who have expressed a strong interest in
effectively cooperating with the United States. It should
also be concentrated in a limited number of issue areas
where the United States has a comparative advantage and
where there is strong public and congressional support.
Examples of such issues include population/family
planning and child survival/maternal health, agricultural
research, promoting institutions of “civil society,” and
microenterprise development. In these selected areas, our
bilateral aid should emphasize innovative and pioneering
activities, the transfer of technology, and capacity building.

Our aid instruments need to become much more
flexible and “user-friendly.” The existing procedures and
regulations require that more attention be paid to
bureaucratic requirements than to addressing the purposes
for which the aid is being provided. Our bilateral program
needs to highlight the demonstrable importance of
ownership, partnership, and attention to implementation in
making aid more effective.

Reorganizing U.S. International Assistance

Regrettably, most “aid reform™ discussions of the last
few years have gone right to the issue of bureaucratic
reorganization, putting the organizational cart before the
policy horse. However, once one sorts out the policy
purposes and programs that are needed, it is hard to avoid
the problem of organization and the clear need for
substantial restructuring, lest our international assistance
efforts face a future of “death by a thousand cuts.”
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6 What Future for Aid?

prosperous world economy, we also see a wide array of
global problems made more prevalent, in part, by the very
global integration that we have sought to foster.

Under the circumstances, we must redesign and
restructure our international assistance efforts to meet the
contemporary foreign policy purposes for which assistance
is still an important tool. Today, there are four such

purposes:

1) Supporting the historic transitions of our time that, if
successful, will unalterably change the international
environment in ways favorable to American territorial
security, material well-being, and core values.

The end of the Cold War created two major sets of new
aid claimants: the countries in transition from communism
to market-based, democratic societies in Eastern Europe
and the former Soviet Union; and the increased number of
countries engaged in the transition from conflict to
coexistence in the Middle East. In addition, there is and
will inevitably continue to be need for short-term transition
support for other “hot spots,” such as Bosnia, Haiti, and
South Africa, that for various reasons command special
policy salience.

2) Responding to the panoply of emergencies that
humanitarian impulses cannot ignore and helping
resolve violent conflicts where prospects allow.
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sometimes difficult and painful economic reforms that are
essential for long-term economic development. They alone
among donor agencies command the resources necessary
for large-scale development investments; and at the same
time, they are the leading storehouse of technical advice
and information on what works and what doesn’t in
development cooperation. Through their private
investment wings such as the International Finance
Corporation and their guarantee facilities, the MDBs are
also in a singularly strong position to help catalyze private
flows to developing countries. Finally, multilateral
institutions have a comparative advantage over bilateral
efforts in building consensus and establishing norms
important to the address of global issues.

The multilateral development institutions are not
without their problems, as many studies have pointed out.
But the leading role that the United States has played, as
the largest contributor to these institutions, has given us
powerful influence on the policies and operations of these
institutions. A sine qua non of increased emphasis on
multilateral channels of assistance is the continued reform
of their own operations. The pursuit of such reform has
been and will continue to be significantly enhanced by
constructive engagement and leadership on the part of the
United States.
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8 What Future for Aid?

new forms of international cooperation. As Secretary of
State Warren Christopher commented during his recent
trip to Africa, “It has come home to me that trans-national
issues will be the focus in the next century.” Among the
most important are global environmental degradation,
international drug trafficking, and the spread of infectious
diseases. These problems directly affect our quality of life
at home and can only be addressed through effective
cooperation with developing countries. Absent aid, we
would be totally dependent upon persuasion and treaty
negotiations for tackling these problems, even in poor
countries that may want to respond but lack the financial
and technical wherewithal to do so.

4) FEncouraging the spread of democracy and reduction
of poverty in the poorer countries of the world in ways
that apply the development lessons of the recent past
and take account of new international circumstances.

In the late 1950s, Walt Rostow articulated the rationale
linking development in Third World countries to U.S.
interests in the Cold War. Rostow posited that foreign
assistance could “inoculate” countries against the
“disease” of communism by propelling them into the
“stage of self-sustained maoir.sw But the Rostow theorem
was never really implemented. Aid was basically used to
support strategically important regimes regardless of
whether the recipient government was following effective

3 W.W. Rostow, The Stages of Economic Growth: A Non-Communist
Manifesto (Cambridge: Cambridge University Press, 1960).
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Global Problem Solving. Development is an
important underpinning to the successful handling of many
common global problems whose manifestations in
developing countries have their roots in persistent poverty.
In addition, the benefits to developing countries of
following broad-based and environmentally sustainable
development strategies are now widely recognized. For
these reasons, development cooperation efforts themselves
promote more effective global problem solving.

But, in addressing specific global problems, it is the
features of the specific issue that should drive how and
where we direct resources. The United States is now
engaged in diplomatic negotiations and other international
activities on topics such as global warming and
deforestation, illegal drug-trafficking, international crime,
and the spread of infectious diseases. Resources (both
financial and technical) need to be behind cooperative
efforts in these areas. How those resources are
programmed ought to be the responsibility of those in
charge of handling the specific issues; and where those
resources are targeted should depend on how best to
address the issue, rather than being subsumed under
country development strategies with different core
purposes, as is now generally the case.

Realigning Bilateral and Multilateral Assistance

For all four of these international tasks, the United
States will need to use both bilateral and multilateral
approaches. But the existing balance in favor of bilateral
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10 What Future for Aid?

1988 and 1994, more than twice the rate of growth in trade
with mE.oco.m

For many of the agricultural states of the American
heartland, virtually the entire increase in grain sales in
recent years has been increased exports to developing
countries. Many of today’s emerging markets were
yesterday’s major aid recipients. The remaining
low-income countries represent huge potential markets for
the further expansion of U.S. trade and investment.

Myth Number Two: Aid Doesn’t Work

With the end of the Cold War, long-standing critiques
of development aid, coming from both the right and the left
but sharing a skepticism toward the efficacy of
government, have gained political strength. On the left, the
view is widely held that aid has failed, that poverty is
expanding, that the gap between the rich and the poor is
growing, and that whatever gains have been made have
been more than matched by the erosion of living
conditions, democratic rights, and the environment. The
right also believes that aid is a failure, but for quite different
reasons. From this perspective, aid is the international
equivalent of welfare, a misguided anti-market mechanism
through which socialist and/or corrupt Third World leaders

5  IMF, Direction of Trade Statistics Yearbook (Washington, DC: IMF, 1995),
436.
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assistance, diplomatic involvement, and timebound,
quick-disbursing aid will continue to be important in
crucial stages of transition.

The case of aid to Egypt and Isracl demonstrates both
the diplomatic value and the difficulties of this kind of
support. There is no doubt that the assistance packages
generated in the aftermath of the Camp David Accords
were crucial as a sign of the commitment of the United
States to Isracl and Egypt and for keeping the prospects for
abroader regional peace on the agenda. But the aid package
has taken on a life of its own whose contemporary impact
is less positive. There is now a disjuncture between the
existing Middle East aid package, which focuses so heavily
on Egypt and Israel, and the needs of an expanded peace
process. Moreover, the fact that these transfers have taken
the form of quasi-entitlements has encouraged waste and
discouraged policy reform efforts.

Taking a lesson from the past, it is time to develop a
new Middle East program that includes a multiyear
downsizing strategy for economic aid (military aid would
be maintained) to both Egypt and Israel, similar to the
successful aid phase-out strategies that were applied in the
1960s to Taiwan and South Korea. Such a strategy would
include a timetable for phasing down aid, combined with
a package of measures (such as debt restructuring) and a
policy reform agenda that would take account of any
negative financial effects of the aid phase-down. The aid
endgame in Taiwan and South Korea, which did not
exclude these countries from substantial borrowing from
the international financial institutions, led to a burst of
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What Future for Aid?

Ing countries to rise from 41 to 62 years, was
substantially supported by the efforts of
UNICEF and donors such as USAID. In the
1980s alone, a major aid effort led to 1.4 bil-
lion people in developing countries gaining
access to clean Smﬁhm

* Aid has played a crucial role in sponsoring re-
search, education, and immunization pro-
grams that have led to the effective control of
smallpox, polio, diphtheria, and measles,
while introducing simple and effective ways
to combat diarrhea and river blindness, sav-
ing millions of lives.

* Donor support, led by USAID, in expanding
access to family planning has brought about a
dramatic fall in fertility rates in developing
countries and substantial progress in stabiliz-
ing world population mSﬁr.q Contraceptive
use has risen from 10 to 55 percent, and the
total fertility rate has fallen from six to less
than three children per woman.

Organisation for Economic Development and Co-operation, Shaping the
21st Century: The Contribution of Development Co-operation (Paris:
OECD, May 1996), 7.

Robert Cassen and Lisa M. Bates, Population Policy: A New Consensus,
Policy Essay No. 12 (Washington, D.C.: Overseas Development Council,
1994).

David Gordon, Catherine Gwin, and Steven Sinding 21

and domestic political terms. Thus, in the cases of Egypt,
the Philippines, and Pakistan, where aid funding had been
primarily motivated by strategic aims, the United States
overstretched its bilateral efforts to apply conditionality
in pursuit of economic policy reform targets. Moreover,
we have tended to run assistance efforts of varying kinds
(such as recent efforts to provide support for the
transitions in Eastern Europe and efforts to consolidate
fragile peace agreements in countries such as Cambodia
and Bosnia) through a single aid bureaucracy with
personnel and operational guidelines designed primarily for
a single purpose—support of long-gestating development
investments. More generally, the blurring of programs has
been a major source of public confusion and constituency
skepticism about foreign aid, leading to disappointment
and foundering of political support.

Consistent with today’s foreign policy challenges,
there are four different international assistance tasks, each
requiring its particular mix of economic, technical, and
diplomatic resources and operational procedures. Keeping
these four tasks separate, especially in budgetary terms,
would avoid some of the effectiveness problems ofthe past
as well as encourage explicit trade-offs and choices about
U.S. engagement abroad.

Development Cooperation. Though not a new
purpose, changes in the world of development mean that
the who, what, and how of development assistance can and
should be altered significantly. How to reorient this
category of international assistance accordingly is
addressed below as a central feature of aid’s reconstruction.
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14 What Future for Aid?

More difficult to identify is aid’s impact on economic
growth, since it is impossible to isolate aid’s role from an
array of other factors. Analytic studies have failed to
mvoommow_% “attribute” economic growth to foreign aid
spending.” It has often been difficult to use foreign aid
effectively to pursue multiple goals. In particular, there are
cases where aid given for security purposes has had the
side-effect of impeding economic reform. Thus, our
Middle East aid program, while successful in its primary
security purpose, has been less successful in developmental
terms. In other cases, the willingness of foreign aid donors
(generally not the United States) to support misguided
policy regimes, such as Tanzania’s efforts to promote rural
socialism, has led to large expenditures with only limited
development impact.

In spite of the negative aspects of aid, there are good
reasons to believe that development aid can become more
effective in the future. The biggest drags on aid
effectiveness have been the following: first, the mixing of
security and development rationales; second, the lack of a
policy environment conducive to development in the
recipient country; and third, the inadequate implementation
capacity and lack of a sense of ownership among the
recipients of aid programs.

9  For example, see Nicolas van de Walle and Timothy Johnston, Improving
Aid to Africa, Policy Essay No. 21 (Washington, D.C.: Overseas
Development Council, 1996); and Cassen and Associates, Does Aid Work?
(Oxford: Oxford University Press, 1986).
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one-half of all spending reductions. Under current
congressional projections, the international affairs budget,
of which two-thirds is foreign aid, will be further cut by
close to one-third in real terms by 2002.

In this budgetary context, foreign aid suffers even
more than domestic programs. Within the general
non-defense discretionary category, the bulk of spending
is in programs of health research, environmental
protection, transportation, education, veterans’ benefits,
and prisons—areas that were generally spared from the
deficit cutting knives even in the most aggressive period
of the 104th Congress. Foreign aid spending suffers from
the general antagonism toward government spending
without the counterweight of a domestic constituency and
thus finds itself particularly vulnerable.

Changing this reality will depend less on changing
public opinion than on the joint exercise of executive and
congressional leadership in articulating today’s foreign
policy purposes, defining aid’s role in their pursuit, and
designing programs that both reflect changed
circumstances and address public concems about
effectiveness and burden-sharing. If these issues are
successfully addressed, the polling data strongly suggest
that public opinion regarding foreign aid is more malleable
and acquiescent than is commonly claimed.
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16 What Future for Aid?

is rooted in a widespread misperception about the size of
the aid budget. A University of Maryland poll showed that
the public believes the United States spends 15 percent of
the federal budget on foreign aid, while a Washington Post
poll found that the public believes that more is spent on
foreign aid than on Medicare.'® The reality, however, is
that the one percent of the budget spent on foreign aid is
less than one-twentieth of what is spent on Medicare.

A spate of recent surveys of public opinion on foreign
policy and foreign aid has consistently shown that the
public will support foreign aid if three primary concerns
are met. First, the public must perceive that the burden of
international assistance is broadly shared and that the
United States does not spend more than its fair share.
Pollsters 1. M. Destler and Steven Kull of the University
of Maryland argue that there is an emerging consensus
among the American public that rejects isolationism,
supports the United States carrying its “fair share” of the
international problem-solving burden, and supports
modest foreign aid mcoba_.bm.: The public does not
believe that the United States should take the lead in
addressing every international problem, but does
believe that the United States should be engaged in
global problem solving.

10 The Washington Post, 29 January 1996.

11 Steven Kull and I. M. Destler, “An Emerging Consensus: A Study of
American Public Attitudes on America’s Role in the World” (College Park,
MD: The Center for International and Security Studies, University of
Maryland, July 1996).
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Second, the public must feel that aid is being utilized
to assist those in need. While preoccupation with domestic
social and economic issues has to some degree diminished
Americans’ altruistic impulses, recent survey research
reaffirms the strong “moral imperative” that underlies
Americans’ willingness to help others in need. Recent
congressional debates on foreign aid, even after the 1994
election, display the broad national consensus on poverty
alleviation. Even so, many potential supporters of aid
remain skeptical of the foreign aid program because during
the Cold War aid was justified to the public in
humanitarian terms, but it was often used to support
strategic allies who were dictators or autocrats.

Third, the public must be persuaded that aid is
effective. There is a very broad concern about wasting tax
dollars on ineffective programs. And the public is
increasingly skeptical about government programs, in
general especially those that do not directly affect them.

In this regard, more important to aid’s political
problem than general public opinion is the ambivalence
shown by the groups who should be aid’s biggest
supporters—the organized constituencies who favor an
active U.S. role in international population efforts, global
poverty reduction, and addressing environmental
degradation around the world. These groups are critical of
U.S. aid’s melding of diverse purposes. They also criticize
the operations of both bilateral and multilateral aid
programs as overly complicated and bureaucratic. The
lack of wholehearted support from these constituencies
has been a significant source of congressional skepticism



