Chapter Five:

The Hard Donor:  USAID


In decade of the 1950s, foreign aid had undergone almost continuous reorganization. Loans were dispersed and coordinated separately from grants and technical assistance, each of which also had different organizational structures.  Special jurisdictions in the aid process were defined for the Departments of Agriculture, Labor, Commerce, and Health, Education and Welfare.
  After 1962, the supervision of U.S. foreign aid became institutionalized in the United States Agency for International Development.

USAID


The Kennedy administration created the United States Agency for International Development in 1962. It reflected an upgrading of foreign aid and placed the agency in the hands what David Halberstam called the “Best and the Brightest” of the foreign policy establishment.
 By 1962, a basic mode of operation had evolved that did not change for the next four decades. Within the structures of USAID, the system operated on what Montgomery calls a virtual master plan, with standard forms of organization, personnel systems, contract mechanisms and “a rigidity that inhibits adjustment to local circumstances.”

U.S. foreign aid took three forms: direct dollar aid to supply foreign exchange for the purchase of imports, funds for economic developments either in the form of loans and grants, and technical assistance provided by skilled professionals in residence for varying periods of time. U.S. missions negotiated bilateral agreements with host countries either delivered directly through the mission or via contractors.
 The new Agency for International Development had a decided preference for large, physical projects.  These would best move money in a single calendar year, it being critical from a bureaucratic perspective to move as much money as possible in a short period of time. 
  

USAID has long had several ways to move money.  First, it could directly transfer money to multi-lateral organizations, such as the United Nations or the World Bank, or occasionally, to countries, and most infamously to Israel. Secondly, it could give grants to organizations, usually non-profit, that were doing humanitarian or developmental work.  Thirdly, it could award contracts for particular purposes, to for profit or not for profit organizations, to carry out projects. Fourth, it could give money to individuals or organizations to support scholarship or other kinds of participant training.  Finally, it could develop cooperative agreements, a kind of co-managed activity, which would last for a fixed period of time.  

By 1959, a third to half of American technical assistance was delivered on contract.   The percentage would increase to 100% over the next two decades. In 1969, there were 5,324 direct hire employees of the U.S. Agency for International Development in service.
 Despite its predictability, contracts were uncertain for both recipients and contractors. In one celebrated case, the non-profit organization, Public Administration Service’s contract in Thailand, which expired on June 30, 1959 was not renewed until the afternoon of the day before.


By 1960, the U.S. had come to see the third world as an important ideological battleground in the cold war.  The numerous political actions, foreign aid projects, and technical assistance came to be seen by USAID’s critics as “manipulative interference in other people’s business.”
 During the Lyndon Johnson years, “the foreign aid program was celebrated as a global war on poverty that in a short time could be expected to eradicate disease, illiteracy, and the other age-old problems of mankind.”
 The reality was that Robert McNamara’s system of performance budgeting had crept into U.S. Aid and cost-effectiveness effectively limited choices and narrowed options for the various programs under AID administration.

Since the 1960s, USAID has been in the unfortunate position with regard to economic policy of encouraging freer trade policies in the recipient countries than practiced by the United States.  The George W. Bush Administration approved tariffs on steel and agricultural products in 2002.  These were the latest in a long list of trade inconsistencies vis-a-vis LDCs.


In the late 1960s, concern over corruption in places like Vietnam corruption led USAID officials to turn to competitive bidding and contracting out.
 In Vietnam, as Sheehan points out, USAID officials sometimes came to be corrupted by contractors who sought U.S. government contracts. Contracting was based on either cost plus a fixed fee or as a multiplier of personnel costs. The assumption was that contracts and business procedures would lead to more successful foreign aid. Historically, contracting out as a technique for foreign aid has not been discussed by foreign policy experts.

Donor Fatique
In 1971, John Franklin Campbell noted that the U.S. Agency for International Development was in trouble. It had no domestic champion and had become a whipping boy of the Congress. In 1970, the foreign aid going to LDCs was less than 20% of what the annual aid to Europe had been at the height of the Marshall Plan from 1948-1951.
  Much of the assistance went in the form of loans, 90% of which was used to purchase equipment.  Most of the rest went to purchase commodities for relief and for technical assistance.  About 85 cents of every dollar of foreign aid stayed in the U.S.
 

From 1970, every year the Congress would slash USAID’s budget and would threaten to abolish the organization.
 For the next thirty years, in percentage terms, appropriations for foreign aid continued to decline.  Despite the decline in foreign aid, however, policy makers were not able to admit that the U.S. lacked “the wisdom and the resources to do more than scratch the surface of Third World economic development.” 

In 1971, U.S. AID employed more than 18,000 people per year around the world.  Over 20% of them served in Vietnam alone.  As a result, USAID “ had great difficulty in recruiting young development economists and all of the technicians that it need[ed]-agronomists, hydrologists, and mechanics.”
  The bulk of those hired were through contractors on short-term employments.  More than 5,000 were hired on direct contract or personal services contracts by the Agency itself.

By the 1970s, it was clear that USAID suffered from over-administration and excessive growth.  The 1970 Peterson report recommended a series of specialized agencies replace USAID, greater use be made of multi-lateral organizations, and a more relaxed and flexible approach to development management be taken. This was a turning point for foreign aid.  Rejecting the findings of the Peterson Commission U.S.AID became even more rigid in the 1980s and beyond.

At the same time, “the...cumbersomely managed Agency for International Development...had 58.6 percent of its personnel engaged in administrative tasks.”
   This was a level of inefficiency that was duplicated in a number of African states considered by foreign aid specialists to be particularly inefficient.

 Since the mid-1980s, USAID has preferred the vehicle of Indefinite Quantity Contracts (IQCs).  These were a type of contracting that allowed for the pre-bid of a small number of contractors and were said to allow a more rapid response to project requests for proposals. (RFPs)  Critics suggested that ultimately IQCs quashed competition since they kept any organizations, not inside the IQC, out of the bidding process.
 Critics of U.S. complain of the “general mediocrity of US aid efforts.”


Duplication of effort was a reality in the foreign and development policy establishment.  As John Franklin Campbell pointed out in 1971,

A desk officer of State, who follows U.S. relations with one small African country, has recently calculated that while in theory he is the focal point of all Washington efforts concerning “his” country, in fact there are sixteen other people in Washington just like him, working on the same country in different chains of command.

Beyond this are the numerous task forces that our Foreign Service officer would participate in set up to bypass normal bureaucratic processes.

Bilateral vs. Multilateral Agencies


In contrast to USAID, LDC program officers and observers of the foreign aid process have labeled a number of European countries soft donors. Sogge labels this group, the Scandinavian countries, the Netherlands and Canada, as the “like minded group.”  This group of donors has tried to “harmonize their aid and related policies along social democratic lines.”

John Madeley describes an incident where a project designed to assist poor villages excludes most of the villages in Mali.  When he asked how many micro-credit loans were available in one Mali village, he was told, “None, the village does not qualify.” In order to qualify for the credit, villages had to have village associations.  Only the better off villages, he added, had village associations.
  To Madeley, the lesson to be learned from this is that foreign aid often does not assist the poorest of the poor and sometimes makes matters worse for them.
  

Lending structures in multilateral agencies has encouraged contradictory and irrational decision-making and an emphasis on projects that require capital investments.
  Much of the initiative, by the mid-1970s had been transferred to multi-lateral lending institutions.
 Lending, more than anything else, encouraged the movement to overly large projects.

The Non-Governmental Organzation


By the early 1980s, donors lost faith in the capacity of the LDC state to effect development.  As a result, “Frustrated by what they perceived as the inefficiency and corruption of African governments, they channeled an increasing amount of their aid through private, nongovernmental organizations such as World Vision and Oxfam.”
 It was Care International who had the main contract to deliver food to Somalia and was a factor in influencing the Bush administration to intervene in that country in 1991.
 By the end of the twentieth century, there were more than 2, 500 non-profit organizations that claimed to address the problems of development.

The main argument for using non-governmental organizations in foreign aid is that they are able to get assistance through to at least some of the poorist.
 NGOs are also said to be well equipped to support skills transfer and capacity building activities.
  NGOs are, according to their advocates “smaller, less bureaucratic, less tied down by rigid financial criteria and employ people who are more likely to live in poor communities.”


Dependence upon donors influenced the way that NGOs saw their mission.  Too often the non-governmental aid agencies “were more interested in pandering to the prejudices of their donors than in actually helping the needy.”
  By the end of the twentieth century, international NGOs had lost their luster.  Instead, “The latest fashion in Western aid `was indigenous nongovernmental organizations’ (INGOS). Modeled after Western charities, these local groups were supposed to build up `civil society’ as a replacement for dissolving governments in Africa and elsewhere.”
 


Initially, donors saw NGOs and the private sector as an alternative to working through the state.  Increasingly, however, “for profit, non-profit and community –based sectors have public roles along side the state.” 
  In the late 1990s, the term public-private partnerships came into use to describe this process.
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