
Foreign Aid

October 30 2012 

I. An into to foreign aid - aid as a cultural commodity  
· Moral duty for more developed countries to help developing countries - this idea comes from a justification that their moral perfection will benefit from such moral actions 
· Positive duty of Western countries to provide aid to poor countries = they have a moral duty to help them by providing only financial aid 
- liberal and mainstream approach to aid and development today

· Critics argue that:
· there is a constructed monetary function of aid that is given
· idea of help is wrong, as it deviates from justice
· Aid from the North does not meet the needs of the South, but follows the ideas based on the elite of the North (North benefit from their transactions)
· There needs to be a duty of justice from countries in the North 
Types of Assistance:

1. Humanitarian (emergency) 
2. Charity organizations 
3. Formal Aid (government to government) = bilateral aid 
4. Multilateral Aid (loans and grants)
II. Foreign Aid - known as formal aid 
Material help given by dominant countries 

a. Bilateral (ODA)
· Loans given from government to government managed by certain agencies such as CIDA or USAID 
· Tied Aid/grants: assistance from the North that are conditional, the loans are used to buy goods and services from the Donor countries
· the aim is to promote the economic situation of donor countries 
· often criticized as it is not a real grant, but an expansion of the influence of donor countries   
· Untied Aid/loans: unconditional grants 
- more popular as they are offered with a humanitarian purpose 

· Tied grants and untied grants are more conditioned in a certain way: societies of the South suffer from corrupt governments, and therefore aid is conditioned towards achieving democracy 
· Conditions created in governments to good governance/democracy
· highlights human rights in societies of the South 
· 2/3 of loans given are bilateral grants
· a more traditional approach to assistance = observed more during the Cold War but after the war, international community has moved towards a more multilateral aid  
b. Multilateral
· World Bank, UNICEF = Financial institutions to help improve the economic situation of societies of the South 
· 1/3 of loans are given through multilateral aid 
· Such loans are also given through national banks 
III. Donor countries & Recipients 
a. Development assistance committee 
· 24 countries that are found in the OECD (Organization for Economic Cooperation and Development) created in 1960 with a liberal purpose to achieve the economic growth in the North and South
· Believe that helping poor countries is a liberal duty/idea 
· OECD has created different committees to provide aid to countries in the South 
· Other organizations such as World Bank, IMF and specialized organizations of the UN
· Main goals of OECD is to help promote Millennium Development Goals (MDGs)
· Committee has highlighted 3 main conditions: 
(i) loans must be taken under official sectors
(ii) must promote economic development
(iii) loans must be concessional (at least 25% is a grant)
· Does not only include countries from the OECD: China, Czech, Iran etc. 
· 95% of help given to poor countries is given through OECD countries 
· Loans to help trade activity in the South, promote basic social services
· Aid typically given through official development assistance 
Development assistance committee = created several sub committees 

1. Working group on aid effectiveness 
2. Network on education
3. Gender equality
4. Reduce poverty
5. Environmental protection/consensus 
b. Official development assistance: (ODA)
Developed countries must give 7% of their GNP
- Given through grants and soft loans (concessional loans)

· Soft loans have contain a grant element of 25%
7 Conditions of ODA:

1. Assistance must come from pure intentions to help with no consideration of our interests 
- financial aid should not include commercial loans or non-concessional loans, direct investment and invert investment by multilateral corporations 

2. Help given from the North must not include preferential tariff reductions with the aim of achieving greater benefits for donor countries
3. Aim of assistance must be to promote economic growth 
4. Assistance must used through the formal sector - given directly to the government or NGO’s
5. Source of loans must be official sources = loans given through taxation or GNP (loans given by charity organizations are not considered to be formal loans)
6. Official development assistance must be spent for the economic development and welfare of the South 
- liberal thinkers believe that there is a moral obligation to help others/strangers 

c. The 0/7% level of help and its justification
· Base of the official development from OECD countries - presented in 1964 
· Argued that is developed countries provided 7% of their GNP, poverty could be eradicated in societies of the South
· 1968 UN wanted to create a commission to analyze/formulate how the 7% of GNP would effect development of countries in the South
· 1970 - Resolution 2626 (xxv) UN formally announced that countries in the North must commit 7% of their GNP
· This idea is the whole basis to provide aid to developing countries = duty from the North towards the South 
· Jeffery Sachs - 3 reasons for the 0/7%:
(i) Number of people suffering from extreme poverty is decreasing 
- Today only 1.1 billion people are suffering from extreme poverty 

(ii) Goal is not to end poverty, but ODA’s goal is to end extreme poverty
- countries must increase wealth on their own

(iii) Sachs believe 1.1 billion have 77cents a day, while WB says that they need $1.08. But to end extreme poverty it would need 28$ x 1.1. = $124 billion ($113 per person)
· if countries in the North dedicated 0/6% of their GNP ($20.2 Trillion) extreme poverty could be eradicated 
IV. Recipients Countries 
Divided into 5 countries:

1. Defined by the World Bank as the Least Developed Countries = $1.25 per capita income 
2. UNGA Resolution 2768 (1971) = lowest expectancy rate, lowest human development index, extreme poverty, political corruption  
- mainly countries in Africa and Asia, South America found in the first 2 categories 

3. Developing countries : Afghanistan, Iraq, Pakistan etc.
4. Eastern European countries in transition to democracy : Ukraine, Croatia, Bosnia etc.
5. OECD countries such as Turkey 
V. Motivations behind foreign assistance (ON THE FINAL)
a) Liberal View
· All liberal people must help the others who are in need - liberals are thought to be the well-ordered individuals
· This rationality derives form a strong moral commitment = associated to a moral duty. Liberals believe we have a moral duty to help others. Extended to a liberal cosmopolitanism based on a solidarity, religious thinking, altruism 
· Approach extends beyond a national border and seen as a popular belief in the West 
· What we do is not based on self-interest, but we provide aid as we are well-ordered.
· Highly criticized as the outcomes given by liberal societies, most of the aid programs are given to their former colonies (i.e. England-Kenya, Belgium-Congo) = restore the colonial relationship under the banner of moral duty 
· Pogge: as long as this international structure continues to exist, the aid will not actually help the societies of the South. The North are simply trying to preserve the international system of their own dominance 
· Another criticism is that the aid is only to extend their commercial trades and commercial growth
b) Realist Perspective
· General: assistance must be a foreign policy objective. We help societies of the South, as long as it is extended to our allies (p. 148)
· Realists believe that aid programs must be selective and not universal - towards the societies that are in a strategic alliance 
· They believe that those who receive aid are corrupt states, no room about moral considerations or humanitarian actions 
c) Democracy as good governance
· After 1956 and the Cuban revolution
· Aid must be associated with the creation of democracy and an open political sphere. Associated with good governance 
· 1960 onward democratization and human rights became an important factor to aid programs 
· American perspective, European believe in good governance after the Cold War 
· duty in the international system to promote open democratic societies
· Assistance though good governance is used for:
1. Efficient public service
2. Well-run legal system
3. Advocation well-defined property rights
· Foreign aid related to the attempt of the international community to create a civil society in the South
· WB argues that all aid programs are associated with transparency, rule of law, good governance. IMF favours this approach to aid programs but places more importance on the economic aspects of good governance 
· Critics believe that lenders promote democracy through their own ideas (exogenist) = wrong to promote good governance from the West in the South
d) Third world perspective
· North must help the South as a compensation for their past actions, rectify their system that has been imposed
· Post-colonial thinkers in the South believe that the North’s aid programs are trying to create new colonial relationships 
· Discourse created through the language used as the 
- North kind ≠ South needy 

· advantage ≠ poor
· self-sufficient ≠ subordinated 
· Discourse = power relationship between the receiving and giving countries. The relationship is reciprocal and creates a hegemony and subordination 
· South believes that North are more intellectual 
· Daniel Bell = American scholar, cultural conservative thinker. Aid from North “pornography of poverty”
b) View from human rights traditions 
· Help from the North to the South is based on a human rights commitment = legal basis to promote well-being 
· International Bill: 1948 UN declaration of human rights, 1966 international convention on economic and social rights, 1966 International Convent on Civil and Political rights
· 1986 UN Declaration on the the Right to Development : right to development is a substantive right of the South
· These are seen as legal instruments based on a soft law

