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INTRODUCTION

The context for aid is changing. Globalization has
spurred economic convergence, upending the 20th-
century economic balance and creating a smaller
world where both problems and solutions spill across
national borders more readily. This has given rise to a
legion of new development actors—including emerg-
ing economies, nongovernmental organizations,
private businesses and coordinating networks, who
have brought fresh energy and resources to the field
while rendering the prospect of genuine donor coor-
dination ever more difficult. Global integration and
the competition for resources have raised the promi-
nence of global public goods, whose equitable and
sustainable provision requires international collective

action. Meanwhile, poor countries are demanding a

new form of partnership with the international com-
munity, built upon the principles of country owner-

ship and mutual accountability.

From the Group of Twenty (G-20) meetings and
the upcoming Fourth High-Level Forum on Aid
Effectiveness in Korea to unfolding events in the
Middle East and North Africa, leadership from the
United States is crucial, placing pressure on the
Obama administration to deliver on its promise of far-
reaching reforms to U.S. global development efforts.
And amidst this shifting global landscape remains
the issue of how to effectively communicate the im-
portance of global development cooperation to both

national and global publics, at a time when budget
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pressures are being felt across many of the world’s

major economies.

The following policy briefs explore these issues in de-
tail, laying out the challenges and offering a range of
specific recommendations on what needs to happen

and why. The briefs include:

= Reframing Development Cooperation: Laurence
Chandy exposes some of the myths that surround
development cooperation and endorses an effort
to parse development activities according to a
set of overarching objectives, which could then
guide a more modern and useful aid taxonomy,
as well as a better division of labor.

= The G-20’s Development Agenda: Homi Kharas
assesses the G-20’s standing as a body that can
effectively tackle the development agenda, argu-
ing for concrete actions in the focus areas of ag-
riculture and infrastructure and for an elevation
of the development work stream within the G-20
process.

= The Road to Busan: Pursuing a New Consensus
on Development Cooperation: J. Brian Atwood
reflects on the recent evaluation of the Paris
Declaration on Aid Effectiveness as he outlines
essential goals for the Fourth High-Level Forum
on Aid Effectiveness, which will take place in late
November of 2011.

= Governance and the Arab World Transition:
Reflections, Empirics and Implications for the
International Community: Daniel Kaufmann
explores the importance of misgovernance, cor-
ruption and political and economic capture by
elites in Egypt, Tunisia and the broader region,
and makes the case for better diagnostics and a
redefined role for the international community in
the Arab world.

FROM AID TO GLOBAL DEVELOPMENT COOPERATION

= The Shape of U.S. Global Development Reforms:
Noam Unger offers specific recommendations to
the Obama administration on the first anniversary
of its announced global development policy after
highlighting those reforms that are well under
way, those that are not and those that are still
missing from the agenda at this critical moment.
= Preserving American Public Support for Foreign
Aid: Steven Kull confronts the dire budget envi-
ronment for U.S. foreign aid by putting forward a
set of communication proposals that draw upon
public opinion data and strategies that have been

used to counter pressure for aid cuts in the past.

These policy briefs were commissioned for the eighth
annual Brookings Blum Roundtable, held in Aspen,
Colorado on August 3-5, 2011. The Roundtable con-
venes government officials, academics, development
practitioners and leaders from businesses, founda-
tions and international organizations to consider new
ways to alleviate global poverty through cross-sector

collaboration.
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Executive Summary

The world of development cooperation is riddled
with myths. These myths affect how international
development goals are defined, which policies are
adopted to achieve these goals, and the extent to
which they are ultimately achieved. This policy brief
takes four myths and explores their origins and conse-
quences. It argues that the prevalence of these myths
is proof that development cooperation needs to be
“reframed.” This means fostering a more robust, faith-
ful and up-to-date account of the role of international
engagement in the development process—one that
will ultimately help the development community be
more effective and justify its value to its various stake-

holders. It offers two recommendations for how this

process can begin: First, break down the ephemeral
notion of development cooperation into a cogent
set of overarching objectives, upon which a new
taxonomy of development cooperation can be cast.
And second, initiate a discussion about the division
of labor in development cooperation that focuses less
on assigning responsibilities in a top-down fashion
and more on encouraging greater consideration of
the comparative advantage of different flows, policies

and players.

What Is the Issue?

The world of development cooperation is riddled
with myths. These myths affect how international de-

velopment goals are defined, which policies are ad-
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opted to achieve these goals, and the extent to which

they are ultimately achieved.

The origins of these myths vary: Some are simplified
accounts of issues that are inherently complex; oth-
ers are ideas that may have been true in the past but
no longer reflect today’s realities or contemporary
knowledge about development. In some cases, the
myths are perpetuated by the development industry
itself. What is clear, however, is that these myths are
increasingly unsustainable and counterproductive
given the scale of today’s development challenges
and the changes taking place within the international

development system.

Myth |: Development Cooperation Has a Clear,
Narrow Purpose

When U.S. Supreme Court justice Potter Stewart ut-
tered the phrase “I know it when I see it,” he might just
as well have been attempting to define the goal of de-
velopment cooperation. For although “development”
is a universally understood term, it is multifarious and
lacks clearly defined parameters. Development is at
once about people and states, about opportunity and
outcomes, about productivity and sustainability, and
about freedoms that empower and institutions that
impose rules. Such a breadth of issues does not lend
itself to a straightforward prioritization and sequence
of interventions to be undertaken by external actors

or a simple process for monitoring progress.

The development community has tended to ignore
this reality. Many policymakers and practitioners
have found solace in the goal of poverty reduction,
which is designated as the singular mission of several
official aid agencies, including the World Bank and

the U.K.’s Department for International Development.
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Stipulating such a goal provides an inspirational mes-
sage and may help to prevent the diversion of re-
sources for other causes, but it does not make the

mission any more straightforward.

Development actors can still choose, for instance, be-
tween palliative measures (such as humanitarian and
food aid, or social safety nets), which are relatively
straightforward to deliver, and attempts to engender
transformational change (capacity building, institu-
tional and economic development), which hold the
promise of more lasting results. In a world of finite
resources, policy options imply trade-offs—includ-
ing helping one group in preference to another—and

there may be no such thing as the “right choice.”

Furthermore, measuring international poverty has
proven to be extremely problematic and subject to
interminable delays. The most recent official estimate
of global poverty is for 2005—an age ago in the con-
text of global development, given that between then
and now, the economies of the developing world
have grown collectively by 50 percent. Poverty mea-
sures for India and China—two countries that offi-
cially accounted for half the world’s extreme poor in
2005—face serious credibility issues that undermine

the accuracy of global poverty aggregates.

The Millennium Development Goals (MDGs) provide
an alternative attempt to capture the essence of de-
velopment cooperation. With eight goals, 21 targets
and 60 indicators, the MDG framework submits to a
broader definition of development, but still leaves out
as much as it includes. Its utility derives from being a
rallying call for development and a basis for record-
ing achievement, rather than an elucidation of pur-
pose. As Lant Pritchett (2010) succinctly put it, “The

MDGs are correctly interpreted as what will be ac-



complished when there has been development—and

not vice versa.”

In certain settings, the MDGs may draw resources to-
ward the wrong priorities. Leaders of the g7+ group
of fragile states agreed at a meeting in June 2011 that
while the MDGs remain important to their countries,
the objectives of peace building and state building
are more immediate priorities. The development
community has yet to come up with a reliable and
relevant set of indicators to monitor progress in these

critical environments.

The issues faced by fragile states serve as a reminder
that the scope of development cooperation has ex-
panded. Until recently, attention focused on stable,
low-income countries, on the assumption that these
countries have the most to benefit from external sup-
port. But fewer than a dozen countries still fit this de-
scription. Of the 66 countries that were classified as
low-income a decade ago, only 35 remain (the others
having graduated to middle-income status) and two-
thirds of these are classified as fragile states. If this
same focus were to be used today, there would be

little left for development cooperation to do.

Instead, development cooperation is taking on new
challenges. Low-income fragile states may be among
the hardest countries to help, but it has been de-
cided that they can no longer be ignored. Some of
the countries that have graduated to middle-income
status also remain serious concerns. Countries such
as Nigeria and Pakistan have succeeded in attaining
a level of economic development beyond several
more stable countries, but they have not been able
to translate this success into stability and improved
capacity and governance, increasing the likelihood

that they could slip backwards. The different circum-

stances faced by these groups of countries means that
it no longer makes sense to think in terms of a single
development trajectory along which all countries

proceed.

To further complicate matters, the development com-
munity is being tasked with an even broader set of
objectives under the rubric of “global public goods.”
Many of these global public goods remain poorly
understood, but their emergence will demand new
ways of characterizing development problems and

solutions.

Myth 2: Development Cooperation Is Principally
about Giving Aid

External actors can help or hinder development
through their policies on trade, migration, climate,
investment, finance, research and development, and
security. When listening to Western governments dis-
cuss their policies on development, one would be
forgiven for thinking otherwise as all these factors are

overshadowed by talk of aid.

Why the focus on aid? Part of the explanation is an
exaggerated sense of what aid can hope to achieve,
supported by an antediluvian theory of development,
which implies that aid can be a panacea for poor
countries stuck in a pattern of low growth and low
savings. According to this theory, aid offsets low sav-
ings, unlocking a higher rate of investment, which
translates into a higher rate of growth. This theory was
found to be flawed (including by its chief architect,
Evsey Domar, more than 50 years ago) because nei-
ther the aid—investment relationship nor the invest-
ment—growth relationship stands up to scrutiny. Bill
Easterly (2002) has shown that if the theory were to
hold, Zambia would have converted the $2 billion it

received in aid up to the mid-1990s into a per capita

THE 2011 BROOKINGS BLUM ROUNDTABLE POLICY BRIEFS



income of about $20,000, as opposed to the $600 on

which its average citizen then subsisted.

Yet somehow the spirit of this theory has lived on,
along with the enduring notion of a “financing gap”
that stifles economic activity in poor countries and
that aid money is uniquely qualified to fill. Even the
rise of other financial flows to poor countries at levels
far exceeding official aid volumes has failed to upend
this orthodoxy. In 2010, remittance inflows to de-
veloping countries were $326 billion and net equity
inflows stood at an estimated $571 billion (of which

two-thirds was foreign direct investment), compared

with official development assistance (ODA) flows of
$129 billion.

At the microeconomic level, there has been a wave
of enthusiasm in recent years for new aid-based
tools such as conditional cash transfers and business
grants, which are perceived as providing a powerful
means of generating higher personal incomes. Yet the
proven income effects of these interventions are lim-

ited and come at a high cost (figure 1).

This is particularly evident when compared with the

dramatic boosts in income that have been achieved

Figure |. Comparison of Income Returns from Different Development Interventions
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through seasonal worker migration programs—a dis-
tinctly non-aid instrument. In a recent study of one
such program in New Zealand, participants enjoyed
income gains of 30 to 40 percent. Of course, the poli-
tics of seasonal worker programs, or any other mi-
gration policy for that matter, presents something of
a minefield. This helps explain aid’s elevated status;
of the different policies available to Western coun-
tries to support development, aid has traditionally
been among the least politically fraught. However,
this may now be changing after years in which the
benefits of aid were oversold. The new generation of
emerging economies active in development coopera-
tion appears ahead of the curve in this respect. Their
aid programs have tended to be given a lower profile

compared with other instruments of development

policy.

Nevertheless, it is fair to assume that the attention
given to aid is not going to go away any time soon. It
is all the more remarkable, therefore, that the clearest
benefits of aid have gone largely unnoticed. Although
aid’s impact on growth and incomes during the past
half-century has been modest at best, aid has had a
transformative effect on living standards through its
impact on human development. Arguably aid’s most
potent impact has been in improving standards of
health, where it has combined with breakthroughs in
research and technology to enable a rapid dissemina-

tion of drugs and improved medical know-how.

Myth 3:The Aid Donors Who Give the Most Aid
Achieve the Greatest Development Impact

One of the seminal lessons from the evaluation of aid
projects and programs is that measuring inputs is a
hopeless proxy for measuring impact. Nevertheless,

this is exactly how the overall aid enterprise is typi-

cally appraised, as demonstrated by the level of focus
on quantities of ODA. In the words of Jean-Michel
Severino and Olivier Ray (2009), “It is hard to find
other examples of public policies whose performance
is assessed so little on the basis of results and so much
on the basis of expenses—themselves measured so

imperfectly.”

The disconnect between inputs and impact can be
broken up into two parts. The first is the difference be-
tween the cost of aid (to the donor) and the resources
made available for development. This distinction lies
behind efforts to calculate “country programmable
aid” (CPA), in which aid volumes are stripped of vari-
ous components to capture only what is strictly avail-
able for development projects and programs. Using
this measure, it can be shown, for instance, that CPA
from the U.S. to Pakistan was negative for almost 25
years between 1975 and 2000. In other words, more
money was flowing from the Pakistan budget to the
U.S. Treasury during this period than vice versa (fig-

ure 2).

While CPA measures emphasize that some types of
aid appear on the cost side of the aid ledger but do
not translate into the resources side, there are other
types of aid for which the opposite is true. A num-
ber of new aid instruments, such as advance market
commitments and guarantees, draw resources toward
development without incurring an immediate cost to
donors. (Guarantees present a particularly odd case
because they are only counted in ODA when they are
called, and thus when their development impact is
lowest.) Other aid instruments incur a cost for donors
but one far smaller than the resources for which they
can account. The United Nations entity UNITAID
pools aid dollars intended for drug purchases, en-

abling it to negotiate bulk deals at a lower price.

THE 2011 BROOKINGS BLUM ROUNDTABLE POLICY BRIEFS
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Similarly, aid-sponsored public—private partnerships

are designed to crowd in private finance, enabling

aid dollars to achieve significant leverage.

The most significant omission that results from focus-
ing on the cost of aid is the tendency to entirely forget
the unofficial sector. Estimates suggest that total pri-
vate aid from foundations, corporations, private and
voluntary organizations, volunteers, universities and
religious organizations around the world was approx-
imately $65 billion to $76 billion in 2009. Research
indicates that a significantly larger share of private

aid translates into development resources than that

of official aid.

Equally important as the difference between aid
costs and development resources is the distinction
between development resources and the impact they
achieve. Today’s aid effectiveness agenda (embodied
in the Paris Declaration) focuses on the latter, identi-
fying weaknesses in the way development resources
are managed and delivered that limit development
outcomes, and putting forward principles and ap-
proaches to address these. This agenda is backed
up by a body of literature that has shown, among
other things, that donor proliferation increases the
imbalance between investment and recurrent ex-
penditures, thereby undermining the sustainability
of investments, and that the fragmentation of aid into

smaller interventions is associated with lower effec-

Figure 2. Country Programmable Aid from the U.S. to Pakistan, 1960-2008
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tiveness. Evaluations are occasionally conducted to
determine the true impact attributable to particular
development resources. These studies reveal a high
variance in impact depending on how resources are

deployed.

The past decade likely represented a high point for
the focus on aid volumes. Aid levels had hit an all
time low (as a share of gross national income) in
the late 1990s, creating a moral case for them to
later rebound (figure 3). Meanwhile, the Monterrey
Consensus in 2002, ostensibly concerned with look-
ing beyond aid volumes, revived enthusiasm for the
global ODA target of 0.7 percent of gross national

income that shaped the commitments made three

years later at Gleneagles. Irrespective of the record
of delivering on those commitments, the influence of
Gleneagles has been profound in defining the current
aid discourse. In terms of international prominence
and political interest, Gleneagles has undoubtedly

trumped Paris.

However, in the aftermath of the Great Recession,
the sluggish growth rates and poor fiscal health of
the countries that belong to the Organisation for
Economic Co-operation and Development (OECD)
mean that the era of rising OECD aid may be over.
Whereas, in the past decade, it was in the interests
of these countries to allow discussions of aid to focus

closely on volumes, this is no longer the case.

Figure 3. Official Development Assistance Flows from Development Assistance Committee
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Myth 4: Acts of Commerce and Charity Are
Necessarily Distinct

In recent years, there has been increased recognition
of the role of the private, for-profit sector in interna-
tional development. Private corporations, financial
institutions, social enterprises and business associa-
tions have each claimed a stake in the development
process, whether as individual actors or through a
variety of collaborative mechanisms. These actors
create jobs, furnish citizens and governments with
goods and services, develop and adapt technolo-
gies, pay taxes and train the workforce in developing

countries.

Nevertheless, the commercial and charitable sectors
are usually thought of as occupying two separate
worlds. Attempts to mix these two worlds are treated
with suspicion because they would appear to either
compromise the purity of charitable impulses or to
hinder the smooth workings of the profit motive.
However, such views fail to account for how official
development efforts currently operate and the value
of partnerships both to foster private sector develop-
ment in poor countries and to catalyze increased de-

velopment resources.

The reality is that the official aid sector successfully
combines both commercial and charitable elements
and engages closely with the private sector. Last year,
for instance, the World Bank’s private lending arm,
the International Finance Corporation, invested a re-
cord $18 billion in loans to private corporations oper-
ating in developing countries—$4.9 billion of which
was invested in low-income countries. This repre-
sents a fivefold increase since 2002—a rate of growth
that could realistically see the IFC outgrow the World
Bank’s government-focused lending and grant func-
tions within the next 10 years. Such growth reflects a

switch in the demand for financing in many develop-
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ing countries; governments are shifting from public
to private lending and from customary concessional
loans to customized financial instruments. During the
last three years, the IFC has plowed more than $1 bil-
lion of its profits into the International Development
Association—the World Bank’s window for making
grants and concessional credits to governments in
the world’s poorest countries—enabling IDA to con-
tinue its traditional business. And the U.S. Overseas
Private Investment Corporation plays a similar role to
the IFC, promoting international development over-
seas by financing or insuring American companies’
investments in risky markets. Since 2005, OPIC has
contributed more than $2 billion in revenue to the

U.S. government.

For emerging donors, the blending of commercial
and charitable elements in development cooperation
is even more fluid, with China being the apotheosis.
China’s assistance typically takes the form of bespoke
packages of project loans made up of multiple lines
of credit, alongside occasional grants and nonpecuni-
ary elements such as training and capital goods. The
loans are financed at a commercially competitive
rate, often secured by natural resources from the re-
cipient country. Although it is possible to tease apart
the various elements of these packages and to catego-
rize each according to its apparent motive based on
whether it meets the OECD definition of ODA, to do
so is to ignore the deliberate fusion of these parts and

the deals that they together constitute.

In the new development landscape, with its many
different types of actors (including nongovernmental
organizations, civil society groups and foundations)
and several new sources of finance, it is far from ob-
vious that the comparative advantage of aid agencies
is being a simple supplier of capital, as has tradition-

ally been assumed. Instead, aid agencies are likely



to be valued most for their expertise in supporting
policy development, building technical capacity and
fostering coalitions. Where aid agencies’ financial
heft may still be advantageous is in providing initial
capital when a project incurs large sunk costs or is
perceived as being high risk. This is evident in the
structure and division of labor that characterize some
of the multistakeholder alliances that operate suc-
cessfully today in the health and urban sectors. On
reflection, these roles make obvious sense for official
aid agencies because they conform to government’s
traditional function of addressing market failures. (By
contrast, private actors’ strengths may include sup-
plying capital, managerial capacities, scientific and
technological innovation, and market-based solu-

tions for achieving results at scale.)

What Needs to Happen—and Why?

Development cooperation needs to be reframed to
foster a more robust, faithful and up-to-date account
of the role of international engagement in the de-
velopment process. This new frame should do two
things. First, it should adequately explain what devel-
opment cooperation is about. This encompasses both
the overall purpose of development cooperation and
its evolving agenda, to which measures and evalu-
ations of development progress and impact should
then correspond. Second, it should capture how
development cooperation occurs. This entails the
process of partnership, specialization and exchange
in which various different actors and instruments are
now involved. Governance structures should be rede-

signed to reflect this new development “ecosystem.”

Reframing development cooperation in this way will
help the development community become more
effective and newly justify its value to its various

stakeholders, which include beneficiaries, parlia-

mentarians and the public at large. In other words,
it can explain why development cooperation is both
a critical and worthwhile endeavor. Although some
may argue that a simplistic or even false account of
development may prove a better sell, such a strategy
is just as likely to backfire. The development com-
munity has a responsibility to be honest with its
stakeholders, who are likely to respond positively to
a truthful and lucid account of the challenges, oppor-
tunities, disappointments and successes encountered

in their work.

Recommendations and Next Steps

All this is easier said than done. Reframing is a long-

term endeavor. Where, then, do we start?

In terms of the question “what,” the first priority
should be an attempt to break down the ephemeral
notion of development cooperation into a cogent
set of overarching objectives. This should not be in-
terpreted as an effort to reduce development coop-
eration to something impossibly narrow, but rather
to move beyond the label “development,” given its

enormous breadth.

These objectives could eventually evolve into a new
taxonomy by which to classify development coop-
eration efforts. Between now and 2015, the develop-
ment community should seek to build a consensus
on the best approach, in time to shape the post-MDG

agenda.

There are various different ways of cutting up the pie.
One proposal by Severino and Ray (2009) is to distin-
guish three objectives: economic convergence, social
welfare and global public goods. There are clear link-
ages between these objectives—the authors them-

selves point out that many instances of development

THE 2011 BROOKINGS BLUM ROUNDTABLE POLICY BRIEFS



cooperation simultaneously serve two or more—but international development efforts today. By establish-

they nevertheless represent distinct ideas that can  ing this tradition, the development community would

stand alone. demonstrate its recognition of the changed develop-
ment landscape and its commitment to improving the

Progress on this front can prompt a much-needed dis-  efficacy of its work.

cussion about the division of labor in development

cooperation. This should be the second priority and
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could be conceived, one free of the myths that afflict
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THE G-20’S DEVELOPMENT AGENDA

HOMI KHARAS

SENIOR FELLOW AND DEPUTY DIRECTOR
GLOBAL ECONOMY AND DEVELOPMENT
BROOKINGS

Executive Summary

The Group of Twenty (G-20) is the latest international
forum to take up the issue of development. The Seoul
Development Consensus and the Multi-Year Action
Plan endorsed by the G-20 in 2010 were process
steps, laying out an ambitious nine-pillar agenda and
a mechanism for monitoring progress and report-
ing back to leaders. It is now imperative that these
steps be translated into concrete actions that are
seen as making a difference. This will not be easy.
The international landscape is littered with failed ef-
forts to achieve development targets: The Millennium
Development Goals increasingly look to be off-track

for many countries; most of the Paris Declaration’s

targets for aid effectiveness will not be met; and the
G-8's effort to increase the quantity of aid has fallen
far short of promises. The G-20 must show that it can

do better. Three actions are needed:

= Strengthen investments in smallholder agricul-

ture.

= Act to unlock large infrastructure investments (es-

pecially cross-border).

= Elevate the G-20 Development Working Group
to the ministerial level to provide global leader-

ship to the aid and aid effectiveness agenda.



14

What Is the Issue?

At the international level, issues of development and
poverty reduction have been addressed through a
process of setting goals, targets, action plans, identi-
fying and getting commitments for resources to fund
coordinated strategies, and monitoring and reporting
back of results. This process has had some success,
but relative to the scale of the development chal-
lenge and the ambition of policymakers, it has fallen
far short of expectations. The three most recent in-
ternational efforts—the United Nations’” Millennium
Development Goals, the Paris Declaration targets
of the Organisation for Economic Co-operation and
Development’s Development Assistance Committee
(OECD-DAC) and the G-8’s aid commitments—have

had at best partial success.

The G-20 has the potential to be the “Goldilocks” of
international groupings. Some bodies (arguably the
UN) are simply too large to make effective decisions
in areas where trade-offs are required. Others are too
small to drive the global agenda and overcome global
collective action problems. The G-8 may have fallen
into that category with regard to economic issues.
Still others, like the DAC, do not have the political
heft to ensure that commitments made in the rush
for outcomes at international gatherings are imple-
mented in the sober days of domestic realpolitik that

follow.

The G-20 is positioned to do better. As a leaders’
summit of the largest economies in the world, the
G-20 certainly has the political will and economic
clout to drive the development agenda forward. It
has representation of all the economies that matter
for the exercise of a full range of global development
cooperation policies—aid, trade, investment, finan-

cial flows and even migration. Unlike other more
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representative bodies, the G-20 is sized to be an
action-oriented group that can make decisions and

implement policies.

It is now time to turn this promise into reality by
showing progress on the global development agenda.
The G-20 should take global development seriously
because it is a topic of considerable concern to
the public in G-20 countries (as shown by various
polls) and is also an area where consensus among
G-20 members is possible despite the diversity of the
group. Unlike financial regulation or the unwinding
of global imbalances, taking the global development
agenda forward does not require any G-20 member
to trade off domestic sovereignty against a global
good. This should make it easier for G-20 members

to act.

Of course, a vibrant developing world would be
useful for advancing the broader G-20 agenda of a
“strong, sustainable and balanced” global economy.
It could help unwind global imbalances in a healthy
way, and investment and consumer spending in the
developing world provide the most dynamic source
of demand for the global economy. In fact, by taking
on development, the G-20 has recognized that many
global issues like tax havens, financial regulations,
terrorist financing and counternarcotics are subject
to a “weakest link” theory. If any country gets left be-
hind, it could pose a systemic risk for the rest of the

world.

It is this mutual dependence and corresponding mu-
tual accountability that give rise to optimism over
the G-20 as a body that can tackle the development
agenda compared with other groupings. When the
DAC countries failed to meet the Paris targets for aid

effectiveness for 2010—and the latest evaluation



suggests that donors did less well than recipients in
fulfilling their commitments—there were no reper-
cussions. Similarly, when the G-8 countries missed
their Gleneagles commitments, there was little reac-
tion except for complaints from selected international
nongovernmental organizations. But if the G-20 can-
not deliver on development, the complaints that the
G-20 is simply an expensive talking shop will inten-

sify.

What Needs to Happen—and Why?

Sensibly, the G-20 has selected two pillars, agri-
culture and infrastructure, on which to focus at the
Cannes Summit later in 2011. In both areas, it has
the potential to take specific actions that can directly

lead to better development outcomes.

Agriculture

First, take the case of agriculture. Price increases in
major crops, particularly maize, have been of ma-
jor concern to governments and publics across the
world, leading to a chorus of voices for some reme-
dial action. The process followed was to ask nine
international organizations to jointly “develop policy
options for G-20 consideration on how to better
mitigate and manage the risks associated with price
volatility of food and other agricultural commodi-
ties, without distorting market behavior, ultimately to
protect the most vulnerable.” The G-20’s agriculture
ministers endorsed an action plan at their June meet-

ing that includes steps to:

= Improve market functioning by establishing
an early warning mechanism, the Agricultural
Market Information System, to provide better

data on crop supply, demand and food stocks.

= Improve smallholder productivity in developing

countries.

= Eliminate export restrictions on food and extraor-
dinary taxes for food purchased for international
humanitarian purposes, as well as create tar-
geted, regional emergency food stocks to ensure

access for the least developed countries.

The value of the G-20 ministerial process is that it
combines the technical views of international orga-
nizations with the political sensibilities of agriculture
ministers. Hot button topics like the impact of bio-
fuel subsidies were discussed in a technical paper
but were not included in the action plan because of
a lack of political consensus among members. But
this should not be taken as a weakness of the G-20
process, as some have observed, but as a strength—a
recognition of the internal trade-offs (in this case with
energy policy and other domestic concerns) that each
country must consider before agreeing to move for-
ward on specific areas in an international setting. The
ministerial process provided a political cross-check
that has long been absent from global development

meetings.

Overall, the G-20 agriculture process has resulted
in concrete recommendations and in hard-nosed
non-actions. For example, the political pressure to
criticize speculators for causing food price spikes
was intense, but the detailed analytical work failed to
provide evidence for this proposition and agriculture
ministers correctly concluded that derivative markets
in agricultural products should be regulated in the
same way and by the same authorities as other finan-
cial markets, namely, by finance ministries and orga-
nizations. This “dog that did not bark” may be one of

the most valuable outcomes of the G-20 process—
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well-functioning agricultural futures markets are
surely indispensable to helping the world deal with
the inexorable rise in food demand to feed a grow-
ing global population that will also be significantly
richer than at present. The UN Food and Agriculture
Organization estimates that global food demand
could rise by 70 percent by 2050. Without the G-20’s
efforts, the risk of ad hoc and inefficient regulations
on futures markets would have been considerable,
and that risk has now receded. In fact, there may even
be a case for broadening agricultural futures trading

to developing country exchanges.

Markets by themselves, however, may not provide
the answer to global and national food needs, and
one area where the G-20 leaders can and should
do more is on resources for smallholder productiv-
ity. Under the Global Agriculture and Food Security
Program (GAFSP), which was endorsed by the G-20
at Pittsburgh, countries agreed to provide substan-
tially more resources to smallholder agriculture. Not
surprisingly, given current budget constraints, the G-
20 leaders have shied away from quantitative prom-
ises of more aid, either in the aggregate or to specific
sectors. But this does not mean that aid resources are
unimportant. Currently, there are several developing
countries with well-developed plans for agricultural
and smallholder development that have been vet-
ted and approved by regional organizations—for
instance, the Comprehensive Africa Agriculture
Development Program—and participating interna-
tional organizations. But these lack funding due to
shortfalls in GAFSP. It may be time for a rebranding
and refocusing of GAFSP to link it more closely to
the G-20’s development agenda, and thereby bring
in other G-20 countries to support it—such as Russia,
China and Brazil. A concrete step for the G-20 would
be to discuss such reforms and encourage member

countries to lend additional moral and financial

FROM AID TO GLOBAL DEVELOPMENT COOPERATION

support (either bilaterally or through the rebranded
platform) to country agricultural development plans
so that the critical leg of smallholder productivity im-

provements does not get short shrift.

Infrastructure

The former president of Nigeria, Olusegun Obasanijo,
captures the hopes as well as the frustrations of
Africa’s leadership with the slow pace of infrastruc-
tural development, writing that “the pressure is now
on the French G-20 presidency, which has to translate
the plan into purposeful action by November 2011
and avoid the pitfalls of past efforts—including short-
term thinking, destabilizing capital surges and car-
bon-heavy construction. Success will be measured
by the amount of capital generated and the number
of projects realized, as well as by the extent to which
G-20 activities complement and synergize existing
efforts without supplanting or fragmenting them”
(Obasanjo 2011).

In fact, infrastructure has been diagnosed as a critical
component for African growth. A flagship study on
Africa’s infrastructure found that infrastructure had
been responsible for more than half the continent’s
growth performance between 2001 and 2005, and
had raised per capita incomes by 1 percent between
1990 and 2005 (Foster and Briceno-Garmendia
2010). Most of this was a result of impressive informa-

tion and communications technology penetration.

Not surprisingly, the study found that poor infrastruc-
ture services were a major hurdle to doing business,
with productivity losses comparable to those from
corruption, crime and financial market constraints.
Power was cited as one of the most problematic areas.
In Sub-Saharan Africa, only 30 percent of the popula-

tion has access to electricity, the road access rate is



about 30 percent and only 18 percent of irrigation po-
tential is being utilized, according to the Program for

Infrastructure Development in Africa (PIDA).

Africa’s infrastructure networks lag significantly be-
hind those of other developing regions, and infra-
structure services, when delivered, are more costly.
The causes include missing regional links (see figure
1), a difficult economic geography (low population
density, a large number of landlocked countries, a
rapid rate of urbanization and a large number of
small economies), low investment and institutional
inefficiencies. The diseconomies of scale that emerge

from these factors, coupled with a lack of competi-

Figure |. Regional Electricity Links in Africa

=== Existing regional network
= Missing Links
Funded or partially funded by multi-laterals
(AfDB, EC, EB) 2002-2011

tion resulting in high profit margins, makes services
in Africa more than twice as expensive as other

places.

Why infrastructure bottlenecks remain so large is a
long and complicated story. It is not because of low
returns. Most infrastructure projects in developing
countries have supernormal rates of return—30 per-
cent to 40 percent in telecommunications, 40 percent
in electricity generation, and 80 percent in roads
(Winters et al. 2010). The problems lie on the risk side
of the ledger. The policy and institutional challenges
in getting the right environment for infrastructure fi-

nancing in developing countries are enormous.

Source: “Africa’s Infrastructure: An Agenda for Transformative Action,” presented at “Scaling up Africa’s
Infrastructure to Meet the MDGs,” sponsored by World Bank, African Union and African Development Bank,
September 2010, http://siteresources.worldbank.org/AFRICAEXT/Resources/Africa_Infrastructure_Maps.

ppsm.
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Regional infrastructure projects, in particular, are typ-
ically large in scale and complex in scope. They suf-
fer from all the same risks as other large infrastructure
projects, but they have the added complication of
needing to have synchronized policy and regulatory
issues across a number of countries. Regional proj-
ects suffer from (1) coordination failures; (2) front-end
risks and costs; (3) regulatory and political risks, influ-
enced by the legacy actions of previous governments
(even in neighboring or similar countries); and (4)
distortions and political influences in the allocation
of grant financing (Palmer 2006). It is these problems
that the G-20 must resolve.

Donors have previously tried to address such
risks, but with limited impact. Most notable are
the new institutional arrangements—such as the
Infrastructure Consortium for Africa hosted by the
African Development Bank that now includes all the
G-20 members as well as major multilateral institu-
tions, the Private Infrastructure Development Group
(PIDG), the New Economic Partnership for Africa’s
Development (NEPAD), the Infrastructure Project
Preparation Facility and the Pan-African Infrastructure
Development Fund. These groups have produced di-
agnostics, including the African Infrastructure Action
Plan 2010-2015 and the longer range Program for
Infrastructure Development in Africa (PIDA), but ac-
tion and funding are still modest compared to the

challenge.

The difficulty is that each large infrastructure project
must be tackled individually, and this takes time, ef-
fort and funds. It is also taxing for the institutional
capacity of the various groups that have been estab-
lished. For example, the PIDG appears to be a well-
functioning agency and was positively reviewed in a

recent multilateral aid assessment. It has disbursed
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$390 million to fully finance 46 projects with $10.5
billion in private sector investments. But it is not op-

erating on the scale that is really required.

The stage is set for another big push. A much bolder
vision, which targets transformational investments
in regional integration, is needed. NEPAD has built
capacity through its various initiatives and is appro-
priately becoming more assertive. It has developed a
list of priority regional projects, and for each project
a sponsoring government has agreed to act as the
project champion at the highest political level. Thus,
the essential African leadership on this issue has been

growing.

For their part, the multilateral development banks
have also organized themselves to play a larger role
in regional infrastructure investments. The World
Bank’s highly concessional facility, the International
Development Association (IDA), has set aside $3.6
billion of its recent aid pledges specifically for re-
gional projects and has developed a list of the 10

priority bankable projects.

What is lacking is a pool of money to actually prepare
large projects. Thus for the IDA, the typical project
preparation funding available is limited to $3 million.
That is nowhere near sufficient to prepare a project
like the Inga 3 and Grand Inga hydroelectric projects
in the Democratic Republic of the Congo, which
could cost upward of $300 million to do the full ar-
ray of technical, economic, social and environmental
studies. For development agency managers, all the
incentives act against doing large regional projects—
they are politically and technically risky, expensive
to prepare, subject to delays and require huge man-
agement oversight. In short, regional projects are a

bureaucrat’s nightmare.



A large political push from the G-20, coupled with se-
lective financing in critical project preparation areas,
could change this situation. The political push would
ensure that development agencies fix their internal
incentive issues that militate against a more enthu-
siastic championing of high-return regional projects.
And a properly sized project preparation fund would
allow these large infrastructure investments to be
moved toward commercially bankable projects. The
money need not be a new charge for donors; they
could authorize the use of existing multilateral grant
resources for such purposes. With financing for up-
front studies mitigating cost and risk, private capital
would be likely attracted to actually undertake the
investments in the high-return projects that have been
identified. The goal should be to mobilize $1 billion
in project preparation resources, which could lever-
age $10 billion to $12 billion in new investment in at
least 10 major regional projects. With an announce-
ment of an approach to large, regional project prepa-
ration, the G-20 could restore its credibility as a body
that gets things done.

Recommendations and Next Steps

The G-20 must combine concrete actions with further
process steps to deliver on the development agenda.
Concrete actions on agriculture and infrastructure
have been identified by relevant working groups but
must be endorsed by leaders and, where possible,

strengthened further.

Make the Development Working Group into a
Ministerial Process

Of the three G-20 work streams—finance, agriculture
and development—the first two have regular ministe-
rial meetings preceding the summits, whereas devel-

opment meetings are attended by the G-20 sherpas

without a minister-level structure to support their
efforts. In the case of agriculture, contentious ideas
have been tabled and debated at both the political
and technical levels. Specific recommendations have
been endorsed at the ministerial level, while still
leaving open the possibility for leaders to do more,
especially on signaling their commitment to funding

smallholder productivity.

But for infrastructure, the discussions have only been
held at a technical level without benefit of a formal
ministerial or political discussion. Unlike in the case
of agriculture, where nine multilateral agencies de-
veloped a joint report, the infrastructure discussions
are coordinated by a high-level panel of eminent
individuals and then discussed in a meeting of the
Development Working Group representatives, mostly

the G-20 sherpas or their designees.

The Development Working Group should also submit
its recommendations to debate at the ministerial level
in advance of the leaders’ summit. One can consider
three basic models. The first would be to merge the
development agenda into the finance ministers” pro-
cess (perhaps inviting other ministers, according to
the topic). The benefit of this would be that the fi-
nance ministers’ process is already well established
and smoothly functioning, being the longest-stand-
ing and original process of the whole G-20. Much of
the development discussion involves funding, so a
finance perspective is required in any case. Finance
ministries also have close ties and representation in
the international financial institutions, and they can
use these links to bring the G-20 discussions into the
board rooms of the major development institutions.
The drawback, however, is that the finance ministers’
process is already crowded, and thus development

concerns may be relegated to the end of the meeting

THE 2011 BROOKINGS BLUM ROUNDTABLE POLICY BRIEFS



20

(as has happened in the past) and treated in cursory

fashion.

The second option is to establish a new process, per-
haps involving development ministers (or even for-
eign affairs ministers). The benefit would be that the
development discussion is able to benefit from a full
political as well as technical debate, but the drawback
would be that development ministers may not have
the clout to deliver in those areas where other minis-
tries are directly involved. As the Seoul Development
Consensus is a multidisciplinary agenda, requiring
a coherent policy across a number of ministries, it
might be hard to have effective debates on the full
scope of the development agenda. As one example
of the crossover nature of the Seoul Consensus, the
Korean government has assigned responsibility for
some areas of the agenda to its Ministry of Finance
and for other areas to its Ministry of Foreign Affairs
and Trade.

A third option is a hybrid of the two. There is a prec-
edent in the finance area whereby both finance min-
isters and central bank governors sit together. The
presence of development ministers might ensure that
development issues do not get short shrift. But this

option could also result in bureaucratic overload.

Making the G-20 Development Working Group into
a ministerial process could help resolve one other
problem in the global governance of development:
the lack of global leadership. Other groups have taken
up aspects of development, such as the OECD-DAC,
which deals with aid. But no group systematically
looks at development as a whole, in the way pro-
posed by the Seoul Development Consensus of com-
bining the growth and the Millennium Development

Goals issues together. If the G-20 Development
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Working Group can be seen as an action-oriented
and monitoring body for a whole-of-government ap-
proach to development while other bodies set stan-
dards and principles, a clear division of labor can
be established. This year, because the G-20 Leaders’
Summit in Cannes will be closely followed by the
Busan High-Level Forum on Aid Effectiveness, there is
an opportunity to link these international processes in
a more explicit way. The G-20 Development Working
Group would be a good forum to annually discuss
the implementation of member countries’” commit-
ments to development made at Busan and to coher-
ently take stock of the impact of these measures on

development.
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Executive Summary

The fourth High-Level Forum on Aid Effectiveness
takes place later this year in Busan, Korea. Previous
forums in Rome in 2003, Paris in 2005, and Accra in
2008 have set the stage for a deepening of aid effec-
tiveness principles that have been embraced by many
developing partner nations, civil society and member
nations of the Development Assistance Committee
of the Organisation for Economic Co-operation and
Development (OECD-DAC). New survey evidence is
now available showing that behavioral patterns have
changed, albeit more among partner countries than
donors. In addition, a new independent study shows
that implementation of the principles adopted at the
Paris Forum and reinforced at Accra produces devel-

opment results.

For some years now, the global aid architecture has
seen the introduction of new providers of assistance
and a proliferation of institutions and programs, both
public and private. This increase of activity has over-
whelmed partner nations and increased transaction
costs. It has also led to charges that in some cases aid
has done more harm than good. There is a consensus
about the idea that enhanced coordination is essen-
tial. A unifying principle is that development results
must be the focus of both partners and providers in a
framework of mutual accountability. One of the key
elements in achieving this is transparency in resource

allocation, measurement and evaluation.

New providers of assistance from the emerging

economies have been invited to the table and are



expected to participate fully at Busan. With national  Aid Effectiveness at the second High-Level Forum on
leaders more preoccupied than ever with transna-  Aid Effectiveness. The Paris Declaration was ground-
tional issues involving health, food, security and  breaking because it not only provided a set of com-
climate, and developing nations desiring to pursue  mon principles for improving the quality and impact
poverty reduction with homegrown strategies, a new  of aid but also because it outlined a series of action-
global compact for development is needed at Busan.  orientated commitments with target goals that would
The changes that are called for will require political ~ be measured and monitored during the following five
will. If prominent political leaders participate and a  years.
broader partnership is fostered, Busan could enable
more progress toward the Millennium Development ~ The commitment to the Paris Declaration was re-
Goals (MDGs) and a vital pathway to 2015, when a  affirmed at the third High-Level Forum on Aid
new consensus on global goals must be reached. Effectiveness in 2008. In Accra, an even greater
number of new donor and partner countries, mid-

What Is the lssue? dle- and low-income countries, civil society orga-

nizations and parliamentarians endorsed the Accra

At the beginning of the 21st century, it became clear Agenda for Action (AAA), a framework of agree-

that increases in aid financing were not producing ments intended to accelerate the achievements

the development impacts expected of them. Although |- 10 ince Paris and to unblock obstacles to prog-

interest in aid effectiveness itself was not necessarily .o i1y areas that were lagging behind. The AAA

new, the unprecedented consensus that emerged on 15, stated that focus should be given to increasing

what needed to be done to ensure that money spent partner-country ownership of development, build-

on overseas aid and development programs pro- ing more inclusive partnerships for development,

duced better results marked a turning point for the recognizing the diversity of approaches needed in

international community. aid for the different types of countries involved, and
delivering and accounting for development results.

The first formal agreement between donor and partner The upcoming fourth High-Level Forum on Aid

countries over the issue of aid effectiveness emerged  ccc, oo (HLF-4) that will take place in Busan

during the Monterrey Financing for Development this November will mark both the end of one jour-

Conference in 2002. Under the guidance of the ney on aid effectiveness, which began in Monterrey

OECD-DAG, further agreements on ways to improve nearly a decade ago, and the beginning of another.

coordination among donors, as well as the first ex- |, Busan, the largest and most varied mix of develop-

plicit commitments to support partner countries” ef- ment stakeholders to date will meet to take stock of

forts to build better institutions and more effective the achievement on commitments made in Paris and

policies were reached at the first High-Level Forum
in Rome in 2003.

Accra, as well as to outline a future agenda for aid ef-
fectiveness that reflects the new context within which

development occurs.
Two years later, this growing group of donor and

partner countries endorsed the Paris Declaration on
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What Do We Know?

In addition to defining principles for effective aid
and outlining an action plan to be implemented by
relevant aid and development stakeholders, the Paris
Declaration also called for a series of interim moni-
toring surveys that would be followed by a final in-
dependent evaluation at the end of the five-year time
limit for implementing the Paris commitments. The
surveys served as a valuable monitoring mechanism
during this period and were instrumental in the rec-
ommendations made in Accra in 2008. Similarly, the
final monitoring survey and final “Evaluation of the
Paris Declaration” will inform much of the discussion
in Busan later this year. HLF-4 will make a full assess-
ment on the value and impact of the Paris Declaration
and AAA, and hopefully will reach a consensus on

what needs to happen in the future.

The Paris Declaration Matters for Developing
Countries

The final independent evaluation of the Paris
Declaration shows that the Paris Principles do mat-
ter for development results, and we have seen a wide
range of subsequent agreements on development
cooperation use the principles as their foundation.
For example, the Bogotd Statement on South-South
Cooperation (2010), the Dili Declaration on Fragile
States (2010) and the Istanbul Principles for Civil
Society Organization Effectiveness (2010) have taken
the main aid reform principles and commitments and
adapted them for their diverse situations and differ-
ent needs. Similarly, we have seen that sector-level
implementation of the Paris Principles has also con-
tributed to better development results in a number
of countries, particularly with regard to the health
sector. By implementing many of the mechanisms
and practices described by the declaration, both part-

ner and donor countries gain a better overview of

the development cooperation environment, and we
have seen partner countries increase their capacity
to handle greater volumes of strategic support during

the past five years.

The Paris Declaration Principles themselves now serve
as norms of good practice, and their widespread use
has raised expectation levels from all development
stakeholders. Although not all these expectations
have been met, the Paris Declaration has helped to
focus the divergent interests of different stakeholders
on ambitious, quantifiable and action-oriented mea-
sures. As the authors of the declaration evaluation
describe the situation, most partner countries evalu-
ated “have now embedded many of these change
processes, not just to manage programs better but be-

cause they serve the countries’ national needs.”

Full Implementation of the Paris Declaration
Principles Will Take More Time than Expected

Although the Paris Principles continue to demonstrate
their relevance over time, progress in implementing
the agenda has undoubtedly fallen short. The prelimi-
nary results of the 2011 survey show that only one of

the original 13 targets set for 2010 has been met.

Certainly, for partner countries, meeting Paris
Declaration commitments has required more changes
to their own systems than what has been asked of the
donor countries. Partner countries face greater capac-
ity development challenges that constrain their ability
to meet the Paris commitments, and these challenges
cannot be fixed rapidly by broad, top-down direc-

tives.

Partner countries have highlighted several key areas
that need renewed attention in order for them to meet

Paris Declaration commitments. For example, they
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have found that there is still a continuing need for a
better alignment of official development assistance
with national priorities. All assistance, regardless of
its destination within a country, should be accounted
for with these national priorities in mind, and policies
that are not consistent with national objectives should
be avoided or eliminated. Partner countries have also
expressed the need for greater support in developing
additional indicators, benchmarks, and other practi-
cal arrangements that would help make greater prog-
ress on declaration target areas, such as transparency,

harmonization and mutual accountability.

On the other side, assumptions about the potential
role of aid resources remains exaggerated in the
donor countries. Donor countries” expectations for
rapid, fundamental reforms by partner countries are
often unrealistic and unreasonable—something es-
pecially notable given donor countries’ reluctance to
make the changes required of their own systems. The
Paris Declaration evaluation suggests several reasons
for this: “Some [donor countries and donor organiza-
tions] have been too uncoordinated and risk averse to
play their expected proactive part in the relationship.
Most have set high levels of partner-country compli-
ance as preconditions for their own reforms rather
than moving together reciprocally and managing and
sharing risks realistically. Peer pressure and collective
donor action are not yet embedded in many donor
country systems, so that they are left vulnerable to
uninformed policy changes, for example, when gov-

ernments or ministers change.”

The Paris Declaration originally aimed to improve the
efficiency of assistance programs by targeting three
areas for improvement: efficient delivery, the man-
agement and use of assistance, and the types of part-

nerships required by these interventions. Although
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the independent evaluation of the Paris Declaration
reveals general—though slow—improvements in the
management of aid and higher standards for inclusive
and effective partnerships around development coop-
eration, the declaration has yet to achieve the sorts of
efficiency gains that would reduce the overall burden

of management for partner countries.

What Needs to Happen—and Why?

Over the years, the international framework of aid ef-
fectiveness agreements has evolved greatly, but so too
has the context for development in which it functions.
Today there is a much greater onus on local owner-
ship, although behavioral patterns and risk aversion
are hard to reverse. In the past, many low-income
partners lacked the capacity to convince donors that
they could risk the full implications of ownership.
That has changed significantly in many partner coun-
tries, and donors have begun to respond. However,
the evidence shows that taking more risks and align-
ing better with partner-country strategies and systems

could pay large rewards.

Since the 2005 endorsement of the Paris Declaration,
the development landscape has become more com-
plex, with a greater number of organizations and
countries involved in providing development assis-
tance, growing diversity in the needs and capacities
of countries receiving aid, and a greater range of in-
struments used to promote development outcomes.
At the same time, the past few years also have seen
the rise of new global challenges to development—
including the evolution of food insecurity, climate

change and armed conflict.

Despite this changing context for development, the
overall objective of development cooperation has

remained constant: The MDGs are still a universally



accepted mandate for development, and official de-
velopment assistance (ODA) remains one of the key
instruments with which to reach the MDG targets
by 2015. Busan represents the last and best oppor-
tunity for the international community to revitalize
its commitment to the MDGs and form a new global
consensus on what the framework for development
cooperation should look like through 2015 and be-
yond.

The Core Aid Effectiveness Principles Should Not
Be Forgotten

The Paris Declaration’s Aid Effectiveness Principles
are not merely the outcome of a single meeting in
2005; they are the result of decades of real-world
experience from diverse actors working on complex
development challenges. Although the gains in effi-
ciency resulting from the Paris Declaration commit-
ments have been more modest than originally hoped,
the core principles have proven their relevance and
adaptability over time and should not be aban-
doned.

These principles should serve as a basis from which
work after Busan will continue. Delegates to the
HLF-4 in Busan will be charged with finding ways
to deepen, extend, transform and operationalize
principles on inclusive ownership, transparency, pre-
dictability and mutual accountability, as well as add
new areas of work that must be considered in the
new framework on effective aid and development.
New sets of action-oriented commitments should be
formulated for each of these focus areas to ensure
proper management, monitoring and implementa-
tion, and to ensure that the results stemming from this

work are long term and sustainable.

Development Cooperation Must Adapt to the
Needs of the Evolving World

Although the cooperative efforts around the issue
of aid effectiveness have been the centerpieces of
the Paris Declaration and Accra Agenda for Action,
and though these efforts should surely be scaled up
as the international community plans for Busan and
beyond, ODA represents only one element from a
whole range of actors and approaches dedicated to
combating poverty, fostering sustainability and reduc-

ing inequalities in today’s development landscape.

Other sources of finance should also be considered
in the context of new, more unified development
strategies. For example, taxation, domestic resource
mobilization, private investment, aid for trade, phi-
lanthropy and climate change financing are just a few
of the other sources of finance that should be consid-
ered when coming to grips with any new framework
for aid and development. Similarly, new financial in-
struments, technology and knowledge transfers, and
even public—private partnerships can be used to pro-
mote social and economic development and should

be considered accordingly.

Development cooperation is important, but it is ul-
timately a means to an end—pbhasing out traditional
assistance will require new partnership models, plac-
ing even greater emphasis on these other sources
of development finance and their sustainability.
Developing countries need to outgrow their depen-
dence on ODA by making full use of the opportuni-
ties presented by international trade and investment,
mobilizing domestic resources through effective tax
systems and by expanding their domestic capital

markets.
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A Bigger, Better and More Inclusive Partnership
Needs to Be Built

Busan will bring together the largest and most diverse
mix of development stakeholders that we have seen
to date. It is important that the diversity of these part-
ners be embraced and that efforts to strengthen their
capacity to work with one another be encouraged

and institutionalized.

Mutual respect and mutual accountability must form
the basis for this new partnership, but what is also
clearly needed is more leadership for effective devel-
opment coming from the low- and middle-income
countries. States and their citizens must take owner-
ship of their own development agendas in order to
maximize any impact from aid and development ef-
forts, and they will only do so if approaches to devel-

opment are tailored to their unique situations.

The new partnership must recognize the importance
of all development actors working today—including
state and nonstate actors from OECD and non-OECD
countries, as well as fragile states. Although the ob-
jective of meeting the MDG targets of reducing pov-
erty and promoting sustainable development should
remain common goals to all partners in this new
development consensus, there should be differenti-
ated responsibilities that more accurately coincide
with the diverse realities of all the members of this

partnership.

We Must Face Up to the Complex Nature of
Development Challenges

Development takes time, and development chal-
lenges are extremely complex. There will always be
risks involved in any intervention, and any successful
efforts to foster development and sustainability will

undoubtedly meet their fair share of stumbling blocks

FROM AID TO GLOBAL DEVELOPMENT COOPERATION

along the way. Development practitioners must be
realistic in their objectives and expectations—design-
ing programs around unattainable goals is wasteful.
As the recent Chinese white paper on development
notes, effective development means “remaining real-

istic while striving for the best.”

Political leaders should also encourage honest and
open discussion on the subject of development. In
the midst of the current global recession, with de-
velopment budgets around the world under greater
scrutiny than ever from taxpayers, it is essential that
politicians lead the discussion on the risks inherent
in global development work, while also emphasiz-
ing to their constituencies that this work makes a
tremendous difference in the lives of others and must

continue.

Recommendations and Next Steps

If Busan is successful, it will signal a renewed global
commitment to tackle poverty as a central source of
the world’s problems. It takes years of monitoring the
implementation of agreements and commitments
before victory can be declared. Yet the fourth High-
Level Forum on Aid Effectiveness in Busan could be

considered successful if it achieves the following:

= Abroad partnership among nations at all levels of
income and development, as well as private ac-
tors and nongovernmental organizations, based
on a clear division of labor and transparent com-

munication.

= Aset of principles, founded on solid evidence, to
guide the new consensus on development coop-
eration, together with a commitment to eliminate
policies that present obstacles to achieving devel-

opment results.



= A revitalized global effort to achieve the MDGs

and focus on the need for global public goods.

= A recognition that the world’s poorest and most
fragile states need security and capacity, and that
working with them means being willing to adapt

modalities and to take risks.

= An acceptance that people, no matter how im-
poverished, must be empowered to participate

directly in the development process.

= An acceptance that all participants in develop-
ment efforts must produce measurable results
and that these results must be duly reported to the

citizens of all nations.

This is an ambitious set of goals, but this is what
is required if Busan is to deliver a more effective
aid system—one that is capable of tackling today’s
complex development challenges and that success-
fully combines the efforts of an increasingly diverse
and dynamic set of development actors. Beyond the
goals outlined above, there are a number of other
issues which participants at Busan must consider.
These include questions of how best to engage the
Group of Twenty (G-20), how to integrate private and
nongovernmental participation into an international
dialogue on aid effectiveness in a way that is logis-
tically feasible, how to strengthen the link between
political commitment and implementation, how best
to address the particular needs of fragile and conflict-
affected environments, and how to achieve better
coherence and effective collective action in the cur-
rent aid and development arena. Busan presents the
ideal forum for debating these hard questions and for
creating a revitalized development agenda that is in-

clusive, adaptive and principled.
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Executive Summary

The evidence suggests that in the past, misgover-
nance in the Middle East was largely ignored by the
international community, which provided increasing
volumes of foreign aid to governments while their
standards of voice and accountability were among

the worst worldwide—and declining.’

Both politics and the economy were subject to elite
capture—that is, the shaping of the rules of the game
and institutions of the state for the benefit of the
few—across the region. In Egypt and Tunisia, the
old leadership has been toppled, yet even there the
legacy of misgovernance and capture matters for pri-
oritizing reforms and assistance during the transition,

and calls for a revamping of the aid strategies of the

international community, including the international

financial institutions.

Aid strategies need to become more selective across
countries and institutions, with due attention given
to democratic reforms, devolution, civil society, and
to concrete governance and transparency reforms.
Reforms also need to mitigate capture and corrup-
tion. This policy brief offers specific recommenda-
tions for the international community as input for this

process of improving strategies of assistance.

What Is the Issue?

A key lesson from the current unrest is that insuffi-
cient attention was paid to poor governance in the

region. The unrest occurred following a period in



which large-scale, external aid flows to the region
had been on the rise. These funds were often dis-
bursed by international financial institutions (IFls) and
other donor aid agencies, following flawed foreign
assistance strategies that tended to be accommodat-
ing to authoritarian regimes and ignored civil society
and these countries’ deep-seated shortcomings in

governance.

The strategies of many donors and IFls were generally
supported by their own partial and uncritical assess-
ments of country performance. In fact, misgover-
nance and capture had been endemic throughout the
Middle East and North Africa region for a long time,
with practically no exceptions. Data pointing to these
major governance shortcomings were available yet

were often ignored.

Differences in initial conditions across the Middle
East in the various governance dimensions will affect
the economic and political transitions of countries
undergoing an Arab Spring as well as the rest of the
region. Consequently, elevating the priority of gov-
ernance, both in terms of empirical assessments and
strategic priorities, ought to be a critical component
of a revamped strategy by the international commu-

nity in the region.

What Do We Mean by Governance?

Simply put, governance can be viewed as the manner
in which authority is exercised in a country. Good
governance, then, has three basic aspects: the politi-
cal dimension (which we measure through indicators
for voice and democratic accountability and politi-
cal stability and an absence of major violence), the
economic dimension (government effectiveness and
regulatory quality), and the institutional dimension
(the rule of law, and the control of corruption and
capture). Research with worldwide data suggests that

the growth and development dividend of good gov-

ernance is considerable, particularly in the medium
to long run. Countries afflicted by a particularly in-
sidious form of misgovernance, namely, capture—the
shaping of the rules of the game and institutions of the
state for the benefit of the few—tend to exhibit much
lower investment and growth rates by the private sec-

tor than countries with a more level playing field.

Misgovernance and Capture: Polity, Economy
and Corruption

During the past decade, many official aid institutions
and commercial rating agencies were reticent in de-
tailing the stark reality of governance in much of the
Arab world. Not only were the available data on sub-
par and deteriorating governance in the region often
ignored, but prominence was also given to aggregate
official economic statistics at the expense of data on

income distribution, poverty and employment.

With regard to polity, most countries in the region
were characterized by a top-down, personalized,
highly concentrated and noncontestable mode of
governing. Economically, the region exhibited highly
skewed income and asset accumulation as well as
resource allocation, and a distribution of political
power associated with a highly centralized power
of the ruling elite. In particular, under this politically
and economically captured system, neither the young

nor the poor peasants were beneficiaries.

Grand corruption is exemplified by the multibillion-
aire clans of Qaddafi in Libya, Ben Ali in Tunisia and
Mubarak in Egypt, where the ruling elites, including
extended family and select cronies, captured both
the polity and key segments of the economy. They
abused formal and informal institutions to control the
accumulation and distribution of resources and jobs
to perpetuate their power and amass illicit wealth.
Monopolized top-down corruption was an instru-

ment for the capture of the polity and economy; of-
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ten implemented by a ruler’s spouse, son or in-laws.
This is in contrast to the more decentralized nature
of systemic corruption that prevails in a number of

democracies.

The capture of the polity implied a clientelistic and pa-
tronage-driven system. In return for loyalty to the small
ruling elite (which excluded the youth), political as-
sociates and legislators were provided with jobs (even
at lower levels of the public sector) and access to re-
sources. Paradoxically, given the well-known benefits
of increasing economic openness in more competitive

settings, in countries like Egypt, the elite’s power and

hold over political and economic resources expanded

during periods of “economic liberalization.”

Companies were also privatized and regulatory re-
strictions were relaxed in Egypt, with support from
the IFls. Yet at the same time, carefully managed
privatization and public procurement processes en-
sured that close associates of the rulers would control
these assets. This led to an entrenched rent-seeking

system of crony capitalism.

In fact, during the past decade, the monopolistic cap-

ture of the polity was associated with declines in voice

Figure |.Voice and Accountability in the Middle Eastern and North African Countries, 2000

(bottom bar) and 2009 (top bar)
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and democratic accountability in countries like Egypt
and Tunisia, and the Arab world generally. Elections,
when they took place, were very far from contested,
clean, free or fair. The development of civil society was
hindered or quashed, and freedoms of expression and

press were very limited, often increasingly so.

Subpar Governance Performance: Extent, Trends,
Commonalities and Differences

Although the absence of democratic governance in
the Middle East was no secret, relatively little atten-
tion was paid to the deterioration of democratic gov-
ernance in almost all the region’s countries during the
past decade. Figure 1 depicts both the subpar levels
and mostly negative trends in this governance dimen-

sion for these countries—and showcases Turkey as an

exception to the rule. Such subpar performance in
democratic governance, coupled with a very uneven
distribution of the fruits of economic growth, high
levels of youth unemployment (often exceeding one
in three), and the increasing net-connectivity of the
young population were key factors driving the wave

of unrest that ignited the region.

In this context, comparing the trends in official income
per capita averages in Tunisia and Egypt and responses
of citizens regarding their well-being is rather telling.
Both Egyptian and Tunisian citizens reported plum-
meting well-being levels at the same time that official
gross domestic product per capita was steadily in-
creasing (figure 2). Official GDP per capita statistics

masked the actual welfare trends of the population in

Figure 2. Trends in Official Gross Domestic Product per Capita versus Well-Being (percent-
age of citizens who report “thriving” in Gallup Polls)
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these countries. The evidence portrayed in both figure
1 and figure 2 suggests the political and economic
disenfranchisement affecting these countries’ popula-
tions, which was associated with the extent of political

and economic capture by the ruling elites.

Official reports by IFls, along with other traditional
donors and export agencies, tended to provide a
relatively positive assessment of developments in the
region. Many international actors focused on aggre-
gate economic figures, minimized the importance of
social, equity and governance factors, and paid little

if any attention to civil society, media freedoms and

anticorruption efforts. Figure 3 encapsulates part of
the problem in the relationship between the interna-
tional community’s policies and the governance real-
ity in the Middle East.

In sum, initial conditions shared by many countries
in the region included the low and deteriorating
voice and democratic accountability, and also high
youth unemployment and unequal wealth distribu-
tion, accompanied by a perceived decline in well-
being. And citizens of many Arab countries, beyond

Tunisia and Egypt, also reported declining well-be-

ing.

Figure 3. Evolution of Development Assistance versus Voice and Democratic Accountability
in the Middle Eastern and North African Countries, 2000-2009
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FROM AID TO GLOBAL DEVELOPMENT COOPERATION



Yet at the same time, there is considerable variance
across the region. A large institutional gap exists
between advanced industrial countries like Turkey
(which is also in Europe, and neither Arab nor strictly
in the Middle East region, but is included as a relevant
benchmark), rich countries in the Gulf like the United
Arab Emirates and Oman, and extremely underdevel-
oped countries like Yemen or oil-rich dysfunctional
ones like Libya. Such differences across the Middle
East and North Africa are exemplified by the variance
in economic governance, which is proxied here by
the Worldwide Governance Indicators’ measure of
government effectiveness (the quality of the public
sector bureaucracy in formulating and implementing

policies and delivering services).

Although the region, on average, saw a modest im-
provement in government effectiveness, this reflects
both improvements in several countries and deterio-
rations in others (figure 4).> Developments on the (cit-
izen-led, bottom-up) “demand side” of governance,
which were often neglected by IFls, were not in tan-
dem with those on the (public sector led, top-down)
“supply side” of governance, which have typically

been the focus of IFls.

There are large differences across countries in the
quality of regulatory regimes. The institutional dimen-
sions of governance (the rule of law and control of
corruption) exhibit somewhat lower regional varia-

tion. Overall, most countries rate in the mediocre-

Figure 4. Government Effectiveness in the Middle Eastern and North African Countries, 2009
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to-poor range in their quality of the rule of law and
control of corruption, even if the differences between
countries at the bottom and mediocre range are not

small.

A Sobering Picture: The Middle East and North
Africa’s Governance by Performance Groups

The differences across countries on various gover-
nance dimensions suggest that it would be mislead-
ing to generalize the situation and outlook across the
region, even though on average overall governance
in the Middle East and North Africa (MENA) is low
and, practically, there have been virtually no good
governance performers in the region. Figure 5 sug-
gests a way of grouping the MENA countries accord-

ing to their governance performance, by averaging

one indicator each for the political, economic and
institutional dimensions of governance. Four different

governance performance groups emerge.

On the basis of data from the end of the decade, the
“top” group (“relative performers”) averaged in the
60th percentile worldwide, implying that that they
are above the median country worldwide (though
about 80 countries rate higher). Only three coun-
tries fall into this category: Qatar, the United Arab
Emirates (both small oil-rich and undemocratic),
and (our benchmark country) Turkey. This is the only
group where governance on average has improved
during the past decade (by an average of almost 6
percentile points across the three selected dimen-

sions of governance).

Figure 5. Governance Performance Groupings in the Middle Eastern and North African
Countries, 2009 (average of voice and democratic accountability, government effectiveness,

and control of corruption)
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The second group of semi-performers comprises
four countries, rating at around the 50th percentile
worldwide. All these countries underwent severe
deterioration during the past decade. The third and
lower-performing group (“non-performers”) is the
largest and comprises eight countries, rating below
two-thirds of the world on average. The last group,
“failing,” comprises five countries, with countries
rating around the bottom decile worldwide and ex-
periencing deteriorating governance during the past

decade (figure 5).

What Needs to Happen—and Why

In-Depth Country Diagnostics Matter

Aggregate governance indicators such as those il-
lustrated in this policy brief are helpful for general
assessments and comparisons across countries and
time. But for the purposes of specific reform program
formulation for any particular country, it is also im-
portant to carry out in-depth in-country governance

diagnostics.

Such in-depth country diagnostics, which also quan-
titatively assess challenges related to corruption and
capture, have been carried out in dozens of countries
in other regions. Often, these diagnostics have been
collaboratively carried out by in-country and interna-
tional experts as well as by multiple domestic stake-
holders, and have covered all the key institutions and
regions of a country. Thus, they have been sufficiently
thorough to have permitted a differentiation between
those institutions that require a major revamp (those
that are “part of the problem”) and those that have
high potential to play a leadership role in governance
reforms and institutional strengthening (“part of the

solution”).

An incipient illustration of the importance of drilling
down to more fine detail in diagnosing governance
challenges in a country is provided in figure 6, where
the extent of different manifestations of capture and
corruption for four countries in the region have been
initially diagnosed and quantified through a survey of
firms. The extent of corruption not only varies across
countries but also across types of corruption and in-
stitutions within a country. Although further in-depth
analysis is needed, these data are meant to illustrate
the situation and suggest that in Egypt, for instance,
judicial institutions may prove to be a potential point
of entry for anticorruption reforms, while other insti-

tutions are more challenged.

Different Transition Paths Require Different
Strategies

It is clear that different countries will follow very dif-
ferent paths, partly because their initial governance
and institutional conditions are rather different, and
also for other reasons, such as the extent to which
each country is fractured along ethnoreligious lines
and has (or does not yet have) a professional army
and basic governance institutions. In rich and non-re-
forming monarchies, it remains to be seen how long
they can appease their citizens with increasing pay-
offs while suppressing dissent. Different institutions
within a country also have different challenges, as

shown in figure 6.

More generally, countries in the “failing” governance
group (figure 5)—such as Libya, Syria, Iraq and
Yemen—are already mired in internal conflict, and
thus the hoped-for scenario is that they will soon en-
ter the group of post-conflict countries and embark
on the difficult path toward democratic transition.

This group is distinct from the already-transitioning
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countries, such as Egypt and Tunisia, both of which
experienced sudden regime change, largely avoiding
protracted internal conflict. For Egypt and Tunisia,
appropriate strategies would not come from lessons
learned from post-conflict experiences but from tran-
sitions away from autocratic regimes, such as those of
Central and Eastern Europe, the former Soviet Union,
Indonesia, Brazil, South Africa, Chile, Turkey, and
Spain (see companion box 1, on some transition les-

sons).

Other regimes in the region, which currently are nei-
ther mired in conflict nor in major transition, may
continue to thwart a meaningful transition to demo-

cratic governance—some by offering incremental

reforms (Jordan, Morocco and Gulf countries) some
by combining payouts from their oil wealth to their
relatively small population of nationals (Saudi Arabia
and some Gulf countries), and some with further re-

pression (Iran, Saudi Arabia).

Capture during the Transition Matters for the
Economy

Although the modalities and speed of political transi-
tions will vary, the expectation is that most countries
will continue to make the transition to being led
by the private sector and open markets. Serious ad-
vice and support from the international community
will be important in order to avoid past mistakes.

As highlighted above, a particular challenge during

Figure 6. Extent of Corruption and Capture in Four Selected Countries (from the results
of a survey of firms on the frequency of various types of corruption)
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these transitions concerns the evolving nature of elite
capture, which can undermine the transition to a pro-
ductive economic base and the broad-based sharing
of the fruits of recovery. The current risk of possible
reversals in progress toward economic openness and
privatization is in part due to a backlash against a
distorted and “captured” liberalization and privatiza-

tion process.

Regime change and the rejection of the old autocratic
political order do not automatically guarantee major
governance improvements in the near future; hard
work and major reforms will be needed, including
new constitutions, competitive elections and the like.

The fact that the ruling families, which were at the

center of the economic capture network, are out of
power does not guarantee a transition away from a

captured economy.

Some of the vestiges of the old cronyism may have
more staying power and ability to morph than com-
monly assumed. Their ability to capture economic
rents may not quickly wane, and they tend to engage
in capital flight. In addition, new oligarchs and cro-
nies (such as, in the case of Egypt, associates of the
military, an institution with vast economic interests)
are likely to emerge during the transition. The military
itself may turn out to resist abdicating economic and
political power, contrasting what experts predicted

when the Mubarak regime collapsed.

Box |:Some Lessons from Previous Transitions

Previous transition experiences offer many valuable insights, which require more in-depth treatment than

provided here. Yet it is worth briefly noting five points of relevance:

1. Belonging to the transition “Arab Spring” select group of countries does not automatically guarantee suc-

* Last month, Ahmed Heikal, Egypt’s largest private investor, said to the Economist: “If we get things right, we
could be Turkey in 10 years. If we get them wrong, we could be Pakistan in 18 months.”

cess. Countries in transitions can traverse into the wrong path (such as Iran, Pakistan), muddle through
without meaningful reform for decades (some countries in Central Asia), evolve into “managed quasi-de-
mocracies” (Russia) or transit into the right direction in democratic governance (Chile, Turkey, Indonesia,
Central Europe).

. Even relatively successful transitions, such as in Indonesia can take at least a decade until the country is
in the right path with setbacks in the early years; thus a patient longer view is needed.*

. Role and posture of the military is essential, as is the quality of political leadership during the transition
(Turkey, Spain, Chile, and South Africa).

. Effective constitutional and electoral reforms matter, as well as institutional innovations, such as Truth and
Reconciliation Commissions (South Africa, Chile).

. The extent to which the political and economic transitions evolve into an increasingly captured econ-

omy (Ukraine) or a competitive enabling environment instead (Central Europe) matters enormously.
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More generally, these transitions often take place with
little transparency and very unequal access to infor-
mation and influence, in settings where checks and
balances are still lacking. The Soviet transition offers
a more extreme lesson in the oligarchic capture of a
vast share of the nation’s wealth along with the cap-
ture of the legal, regulatory and policy framework.
Yet even for other parts of the world, the challenge of
capture is not merely of an academic or moral-ethi-
cal nature, and it differs from the traditional call by
advocacy nongovernmental organizations (NGOs) to
fight against bureaucratic corruption. Capture mat-
ters enormously for the overall economy and its pros-
pects. Given the enormity of rent seeking accrued
through successful capture, a society where engaging
in capture by those with access is feasible provides
enormous incentives for talent and resources to be
diverted away from competitive productive entrepre-

neurship and investment.

Rent-seeker captors tend to concentrate on large cor-
porate and financial holdings, which are less labor in-
tensive than small and medium-sized industries. They
also tend to have significant holdings outside the
country, and capital flight out of the region has been
accelerating in recent months. Further, less foreign
direct investment goes to countries where capture
by the domestic elite prevails because prime assets
are either closed to foreign investment or there is a
hefty additional “tax” to partner or pay off those cap-
tors to have access. There is also the additional risk
of insecure property rights in a captured economy.
Therefore, domestic labor utilization, job creation
and productive enterprise growth are jeopardized in
a captured economy, particularly as compared with a

competitive market economy.

Furthermore, captured economies, through the un-

due influence of well-connected large corporations,
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can have a more fragile macroeconomic stance be-
cause those wielding disproportionate power may
pay less in taxes, place illicit assets in overseas safe
havens, generate fewer taxpaying jobs, and ben-
efit from skewed public expenditures and inefficient
public investments at the expense of the country’s

economy.

Finally, there is also a more subtle risk of elite capture
during the transition—and this refers to the broader
elite, namely, the educated middle to upper class, at
the expense of the poor. In Egypt, the majority of the
population is still poor and not very highly educated
or Internet-connected, yet such a silent majority has
largely been absent in the transition so far. It is also
unclear who will represent their interests. Thus, even
with less visible forms of crony capture than in the
past, the risk that skewed policymaking will favor the
educated elite at the expense of the poor should not

be ignored.

Recommendations and Next Steps

Transitions are difficult and unpredictable and, de-
pending on a number of factors, they can lead a
country onto the right path toward recovery with im-
proved governance and sustained, shared growth—or
not. In this policy brief, | have emphasized the im-
portance of accounting for the initial quality of a
country’s governance and monitoring its subsequent
governance path, including the challenge of address-

I//

ing the “informal” institution of capture. Important
challenges regarding formal institutions during the
early stages of the transition, such as multiparty de-
velopment and constitutional and electoral reform,
as well as global security considerations, also should
not be underemphasized. But the latter are already
being addressed in a number of writings and are ever

present in the media.



Thus, this analysis, as well as the following recom-
mendations, focuses on the challenges regarding
informal institutions such as capture and corruption,
and these points apply to the members of the interna-
tional community in their efforts to assist during the

region’s transition.

The key need is to redefine the role of the interna-
tional community in the Arab world. Governance
considerations should be made much more promi-
nent, focusing on supporting the countries in transi-
tion to implement measures that improve governance,
enhance transparency and move away from the risks
of capture. The members of the international commu-
nity, and particularly IFls and donors, need to rapidly
adapt to the new reality and be prepared to take a
humbler role, working to restore their credibility in
the aftermath of long years of support for autocratic
regimes. IFls and bilateral donors need to be respect-
ful of the pace and manner in which progress takes
place during the transition and remain mindful that

progress is not always rapid, continuous, or linear.

Generally, they ought to revisit their policies of pro-
viding large-scale financial assistance to authoritar-
ian regimes. Specifically, in transition countries, they
must work closely with civil society groups and other
institutions outside the executive branch as well. The
principal old modality of focusing on large loans to
central governments needs to be revisited, and new

instruments for collaboration need to be developed.

In essence, a new “business model” for engagement
by the international community is needed, with con-
crete and detailed pillars. Some organizations—Ilike
the World Bank, International Monetary Fund, and
European Union—are already beginning to signal a
break from the past and grapple with the need to re-

vamp their strategies. Yet detailed feasible strategies

and programs still need to be formulated, and assidu-

ous implementation needs to begin.

The following are concrete suggestions in eight prior-
ity areas in the context of such a strategic revamping,
which focus on governance and which would also

help mitigate the risk of protracted capture:

= In-depth and neutral assessment of the gover-
nance challenges and domestic politics in each
country. The international community can find
new ways to address the task of country analysis.
It will be important that official country reports
and analyses by international agencies are car-
ried out with some modicum of independence
and written without self-censorship and cover all
important areas for the country’s transition, in-
cluding sensitive political issues such as capture

and corruption.

Reports should not shy away from using available
data on governance, and if requested in some
cases, consider carrying out in-depth country di-
agnostics. They should be submitted for external
review and scrutiny. Complementing the impor-
tant role of IFls, the research and think tank com-
munity (possibly in partnership with local and
international think tanks or research institutions)
can also play a more active role. In this context,
an important component is to develop and dis-
seminate more complete and transparent data-
bases and country diagnostics on governance
and capture for countries in the region. National-
level governance indicators as well as firm-level
surveys and in-country diagnostics will increas-
ingly need to be factored into responses to the
challenges of capture and related nontraditional

forms of corruption and misgovernance.
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= Selectivity in aid flows. The members of the in-

ternational community need to become more
selective in their allocation of aid to the region,
paying more attention to governance in the re-
cipient country. Nonreforming governments that
do not meet minimum standards in governance,
including in voice and accountability, would not
receive aid. This may not preclude supporting
reforming institutions and stakeholders outside
the executive in countries with entrenched gov-

ernments.

Yet there should also be improved selectivity in
the destination of aid within a country, including
carefully selecting partner institutions (again, also
including outside the executive branch), and pay-
ing more attention to the subnational level and to
competitive private sector development (rather
than further strengthening elites). Reforming
countries committed to improved governance
ought to be supported through an integrated
package channeling help to governmental institu-
tions and NGOs alike.

Support an integrated package of transparency-
led reforms. To mitigate capture and improve
governance, major reforms to reduce information
asymmetries and enhance transparency and dis-
closure must be a priority. Some improvements
have started to take place in Egypt and Tunisia,
particularly regarding the Internet and the mass
media. Drawing from the concrete experiences of
other countries, a 10-point program of transpar-
ency reforms in the political, economic/financial
and institutional arenas could payoff in the coun-

tries in transition in the Arab world.?

Privatization and revamped procurement systems.

In most economies, including those in transition,
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a full-fledged level playing field of small and me-
dium-sized enterprises is unrealistic, at least in
the short to medium terms. Hence, the strategy
needs to factor in the initial conditions where
there are preexisting powerful vested interests
along with some new ones. Within such param-
eters, a realistic objective would be to mitigate
rather than eliminate capture. For this purpose,
transparency is crucial, as are a free press and
more generally the introduction of competition in
the polity through democratic elections, and sup-

porting civil society organizations (CSOs).

Further, how the privatization of the considerable
assets still in the hands of governments is under-
taken will matter so to move away from capture.*
Last but not least, a revamped procurement sys-
tem, with full transparency and competitiveness,
is also paramount early in the transition. New
technologies, including e-procurement, are im-
portant for this dimension of reform, as for sup-

porting many other measures.

Supporting the competitive small and medium
scale private sector. Agencies dealing with the
private sector, such as the International Finance
Corporation (the World Bank’s private sector af-
filiate), would also need to become more stra-
tegic in ensuring that their equity and lending
approaches promote a level playing field in the
enterprise sector, rather than supporting and in-
vesting in monopolistic forces or elite captors.
This would require not only improved due dili-
gence by entities such as the IFC but also a redi-
rection of their strategies, which would become
much more supportive of improved governance
in the corporate sector and in the private sec-

tor—public sector nexus.



= Support a more decentralized approach, includ-
ing civil society groups and a multi-stakeholder
national consensus-building and action program
on good governance. Beyond the adoption of a
basic tenet of not perpetuating autocratic regimes
in power by providing large-scale assistance to
such central governments, the international com-
munity needs to find effective ways for working at
a more decentralized level and supporting CSOs
and NGOs. Working with CSOs is less controver-
sial today (except in some countries), and many
organizations have pronouncements to that ef-
fect, but the modalities and priorities remain
vague, and the record of agencies having worked

at a more decentralized level is spotty.

More specifically, with the rigorous input of in-
depth country diagnostics, a multi-stakeholder
group in the country could call for a national
forum to discuss an action program of priority
governance reforms. Both in action program for-
mulation and in dissemination and implementa-
tion, it is important to support the collaborative
work of a multi-stakeholder group of leaders
and representatives, namely, in the executive,
judiciary, legislative, realms; the private sector;
NGOs; and the media—moving away from the

previous top-down approach.

= An illicit and stolen assets initiative. Substantial
capital flight from the Middle East is taking place.
Some flows are ill-gotten assets by elites. They
are still placed with relative ease in selected safe
havens in financial centers, and not merely in the
Gulf, but also in London, for instance.’ The inter-
national community has a particular responsibil-
ity in supporting transition countries to improve

governance by significantly tightening their regu-

lations regarding their own financial centers and
in identifying and restituting stolen assets (as has
been done in the past for Nigeria, Peru and Haiti,

for example).®

= Supporting the collaborative twinning of coun-
tries. In the context of a humbler role for the
members of the traditional international com-
munity during the transition, particular attention
could be placed on how they could become
facilitators in some key aspects of the transition.
There are useful lessons from past transitions for
countries like Egypt and Tunisia, and these coun-
tries may benefit from a “twinned” close collabo-
ration with countries that have successfully faced

similar challenges in other parts of the world.

Thus, for Egypt, along with Turkey, one possible
twin is Indonesia, yet in some respects there
may also be interest in a country like Brazil. For
Tunisia, Chile may be of particular relevance.”
The international community could provide seed
funds to encourage twinning arrangements and

sharing of know-how and expertise.

The focus of this policy brief has been on the rel-
evance of governance factors—including voice and
democratic accountability, and also corruption and
capture—in the Arab transition and their implica-
tions for strategies and initiatives for the international
community. | have not provided a detailed discus-
sion of some of the important economic issues—such
as macroeconomic stability, budgetary and subsidy

policies—that have been treated elsewhere.

However, it is worth emphasizing that it is a fallacy
to have economic and governance challenges com-

pete with each other for attention and priority at this
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juncture of the Arab transition. Both are a priority,
partly because they are closely intertwined. Sound
economic policies, robust job creation and shared
economic growth will not automatically unfold as a
result of technocratic decrees or an infusion of exter-
nal aid to a government ministry, but rather in large
measure through improved domestic governance in a

number of key dimensions.

I am grateful for the valuable comments from Ragui
Assad, Tarik Yousef, Sheila Herrling and the partici-
pants of the 2011 Brookings Blum Roundtable, as well
as the inputs from Luca Etter, Selsah Pasali, Veronika
Penciakova and Katrina Koser. Given the concise nature
of this brief, | have omitted some of the background evi-
dence supporting assertions made here as well as other
details. They will be available in a longer forthcoming

article, which will also include full citations and a bibli-

ography.

Endnotes

1. This contrasts the large deterioration in voice and demo-

cratic accountability during the same period (figure 1).

2. Such a 10-point transparency reform program could
include the following: (1) media freedoms, media and
internet development; (2) public disclosure of parlia-
mentary debates and votes; (3) effective implementation
of conflict of interest laws, and adoption of lobby laws,
separating business, politics, legislation, and the ex-
ecutive; (4) publicly blacklisting firms bribing in public
procurement; (5) adoption and effective implementation
of freedom of information law, with easy access to all
to government information; (6) adopting transparency
standards for socioeconomic and financial data, includ-
ing poverty data, fiscal/budget transparency standards;
(7)e-procurement reforms: transparency (Web) and

competition; (8) country diagnostic (and scorecard) on
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transparency and governance; (9) public disclosure of
assets and incomes of candidates, public officials, politi-
cians, legislators (and their dependents); and (10) public
disclosure of political campaign contributions by indi-

viduals and firms, and of campaign expenditures.

. Transparent and competitive auctions, open to all, are

vastly preferable to individually targeted and obscure
management buyouts, for instance. Thus, the modalities
of the next stage of privatization will matter, and, fur-
thermore, a review of recent privatizations (particularly
for those large-scale cases that where rent seeking and
capture may have featured prominently) may also be

considered.

. Given the recent tightening of financial regulations in

financial centers such as Switzerland, the sense is that
London, for instance, is a destination of choice for many

such assets.

. The uneven progress in financial centers’ regulatory

stance ought to be further examined and taken up more
decisively in the context of the Group of Twenty (G-20)

and other such forums.

. Further, Tunisia, with its more European outlook, could

engage in “twinning” arrangements with countries like

Slovakia, Slovenia and the Baltic states.
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Executive Summary

Partway into reforms of the United States’ global
development policy and operations, leaders in the
administration, Congress and the broader develop-
ment community must reflect on the changes made
thus far, and must do so in the current political and
budgetary context. This policy brief highlights those
reforms that are under way, those that are not and
those that are still missing from the agenda, and it
offers specific recommendations to the Obama ad-
ministration on the first anniversary of its announced
global development policy. The next year is critically
important for consolidating gains and for setting the

stage for further reforms that could elevate effective

development as a central pillar of U.S. national se-

curity policy.

What Is the Issue?

When the Obama administration began, there was
a strong sense within the foreign policy commu-
nity—and specifically within the development com-
munity—that significant reforms were necessary. The
U.S. government, having been plagued by a non-
strategic approach to development, was not able to
coherently apply its full array of policy instruments
to adequately address the increasingly recognized
challenges posed by global poverty, inequality, poor

governance, conflict, climate change and other hu-
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manitarian and human rights crises. A fragmented
aid infrastructure, a weakened U.S. Agency for
International Development, and an outdated morass
of laws, coupled with distrust between Congress and
the executive branch, resulted in inefficient aid prac-
tices at a moment when U.S. development assistance
had grown considerably in financial terms. One
critical question was whether the necessary reforms
would rise high enough on the foreign policy man-
agement agenda of a government engaged in mul-

tiple wars and facing a global economic crisis.

Inflated hopes among leading reform advocates gave
way to dimmer prospects for early sweeping changes
to U.S. development efforts, as policymakers tended
to more immediate domestic and international priori-
ties. The Obama administration launched new presi-
dential initiatives in the areas of food security, global
health and climate change, and it established these
initiatives with some development reform principles
in mind. But key development policy leadership po-
sitions remained vacant. After one year, however,
top international development positions started to be
filled across agencies, and multiple official policy re-

views were under way.

In September 2010, after many months of consulta-
tion and deliberation, the White House unveiled
the president’s policy directive on development.
This PPD called for a stronger focus on sustainable
development outcomes; a modern organizational
structure that elevates development within foreign
policy deliberations and ensures greater develop-
ment policy coherence across the range of U.S.
government capabilities and instruments; and a new
operational model that leverages U.S. leadership
and makes it a more effective partner in support of

development. This was followed by the publication
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of the Quadrennial Diplomacy and Development
Review in December 2010, which was similarly
the product of a lengthy process but centered at the
State Department. An emerging set of agency-level
reforms, launched last year by the U.S. Agency for
International Development’s (USAID’s) new adminis-
trator, was incorporated into the QDDR. Essentially,
after a less-than-expeditious start, the administration’s
reform effort picked up pace and visibly took shape

within the past year.

During nearly three years of the Obama admin-
istration, as reforms have been planned amid an
increasingly sophisticated policy dialogue on effec-
tive development support, the U.S. budget outlook
has unfortunately soured. Between 2000 and 2010,
U.S. investments in official development assistance
steadily increased from about $12 billion to just un-
der $30 billion (in constant 2009 dollars), but severe
budget cuts are now on the table as the U.S. public
focuses on economic woes. Funding levels for 2011
were cut by 15 percent from Obama’s original request
and 9 percent from 2010. For 2012 the Obama ad-
ministration requested a marginal increase over 2010
levels, but in light of budget levels already passed in
the House of Representatives and caps imposed by
the recent debt deal and the accompanying Budget
Control Act, it is very likely that development spend-
ing will significantly decrease yet again in 2012.
Moreover, the part of the budget set aside for security-
oriented overseas contingency operations is likely to
grow in 2012, meaning that the total budget number
for foreign assistance funding obfuscates the severity
of cuts for other types of development assistance. The
prospect for development assistance resources may
even worsen in subsequent years as a result of loom-
ing spending cuts linked with broader efforts to curb

the national deficit.



The political landscape related to U.S. global de-
velopment efforts has also shifted. Republicans took
control of the House of Representatives this year,
making it even more difficult for Congress to pass
legislation favorable to the Obama administration’s
agenda. And even though a bipartisan consensus
seemingly formed around support for U.S. foreign
assistance during the past decade, this accord has
proven susceptible to current budget pressures, as
evidenced by the support for massive cuts in discre-

tionary spending on international affairs.

Additionally, 10 years into America’s longest war, a
weary U.S. electorate may be more attuned to criti-
cism of nation-building efforts in Afghanistan, where
the U.S. has spent more than $18 billion since 2002
(or more than $51 billion, if Department of Defense
security and stabilization assistance is also counted).
Afghanistan has now surpassed Iraq as the top recipi-
ent of American foreign aid and the politics surround-
ing relief and development are also being shaped by
revolutions across the Middle East and North Africa,
along with heightened instability in Pakistan and
other countries—like Haiti and Sudan—that are tee-

tering on the brink of high-profile disasters.

[t is within this context of changing policies and bu-
reaucracies, budgetary pressures and global politics
that the reform of U.S. global development efforts
must be assessed. Some necessary reforms have been
decided on and announced; others must be consid-
ered and acted upon. Some of the announced reforms
are being quickly implemented, while others are not.
Some improvements are contingent on budgets and

Congress, while others are less so.

Further progress on reform in the coming months
could set the stage for more fundamental steps to

strengthen development if President Obama is re-

elected in 2012. If he is not reelected, a new admin-
istration will need to assess current U.S. development
policies and modernization processes and decide
what to continue and what to abandon. Either way,

the next year is critically important.

What Needs to Happen—and Why?

What’s Moving?

Some of the reforms announced in conjunction with
the administration’s reviews are already under way
in terms of structural or procedural changes. For ex-
ample, under the leadership of Administrator Rajiv
Shah, USAID has prioritized a package of proposed
improvements, collectively branded as “USAID

Forward.”

Many initiatives are actively under way in line with
the key priorities for USAID Forward. An Office of
Budget and Resource Management has been estab-
lished, reequipping the agency with some of the bud-
get execution responsibilities that had been moved to
the State Department under the last administration.
A new Bureau for Policy, Planning and Learning has
also now been set up to fill a void, positioning USAID
to become a more strategic and influential institution
that benefits from research and lessons from the field.
This bureau oversees the newly established Country
Development Cooperation Strategy process to pro-
vide better focus and results at the country level. As
USAID’s policy capacity is being rebuilt, it is already
yielding new agency-wide policies and strategies,
such as an evaluation policy meant to revitalize and
restore the integrity of analytical judgments about

programs and projects.

The focus on evaluation dovetails with stronger

monitoring and transparency to constitute another
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pillar of USAID Forward. The drive for greater trans-
parency throughout foreign aid has resulted in the
creation of a public Web site—the Foreign Assistance
Dashboard, which helpfully synthesizes publicly
available State Department and USAID budget and
appropriation data on foreign assistance in a user-
friendly and accessible way. As clearly indicated on
this Web site, however, the administration recognizes
that the dashboard efforts to date are only a first step

(see figure 1).

USAID Forward also prioritizes innovation, science
and technology, leading the agency into new re-
search partnerships and more creative efforts to invest
in entrepreneurial and potentially catalytic efforts

dependent on skilled risk management. The agency-

Figure |.Foreign Assistance Dashboard Data

wide reforms also place a premium on a modernized
approach to human resources that could enable more
recruitment and that, among other aims, seeks to bet-
ter leverage existing expertise—especially among
Foreign Service nationals. Another identified priority
is the reform of aid implementation and procurement

policies and processes.

Actually, many specific ongoing changes constitute
USAID Forward. Some activities, like the dashboard
or the establishment of new offices, are easy to iden-
tify, but others are less visible because they involve
process and cultural changes within the agency. In
each of these efforts, the key is to continue the mo-
mentum and fully operationalize changes. This is also

true for the effort that is still behind the scenes to pilot

“Below is a matrix of the data currently available on this site and a preview of the data that will be added over the com-
ing months. While only a few agencies are listed here, the aim of the Dashboard is to include all USG agencies receiving
or implementing foreign assistance, humanitarian, and/or development funds. This matrix will be updated as additional

data sets are added.” Source: ForeignAssistance.gov

Agency Request  Appropriation
U.S. Agency for X X
International

Development

Department of State X X

Department of Labor
Department of Defense

Department of the
Treasury

Millennium Challenge
Corporation (MCC)

Department of Agriculture

Export-Import Bank of the
U.S.

Peace Corps

Project Peformance

Obligation  Expenditure  Information Data

Source: The U.S. government Web site http://foreignassistance.gov.
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a coordinated interagency “Partnership for Growth”
approach that fosters complementarity as well as
host-country consultation to jointly tackle key eco-
nomic constraints. Reforms must reach the field and
make a sustainable, positive difference in developing
countries. For example, though broader procurement
reforms are apparently moving along in tandem with
the other priorities of USAID Forward, there is still a
long way to go and many thorny issues must still be
resolved in efforts to streamline processes, form effec-
tive partnerships with other actors and align programs

with host-country needs and priorities.

What Is Not Moving?
Although many ongoing activities within USAID rep-

resent announced modernization efforts that are ad-
vancing, other announced reforms are still ill defined
or lagging. To achieve a modern architecture, for
example, the president’s policy directive on develop-
ment stated that the administration would “establish
mechanisms for ensuring coherence in U.S. develop-
ment policy across the United States government.”
In accordance with the PPD, the National Security
Staff reestablished an interagency policy committee
on global development, which convenes relevant
agencies to facilitate decisionmaking, set priorities
and coordinate efforts. But the PPD also called for
the routine formulation of a presidentially approved
U.S. Global Development Strategy and the creation
of a U.S. Global Development Council, comprising
leading members of the philanthropic sector, private
sector, academia and civil society. Both a strategy
document and an advisory council are likely to be
more outwardly visible than the quiet work of an in-
teragency policy committee behind closed doors, but
despite this symbolic value, they should not be for

show. Each in its own way can strengthen policy co-

herence. Yet the administration has not released any

further information on these two agenda items.

Although the lack of a full-fledged development
strategy may stem from fatigue in the aftermath of
the drawn-out policy and capability reviews, and
though silence on creating an advisory council may
be attributed to a bottleneck in the queue of reforms,
advances related to conflict prevention and crisis re-
sponse capabilities may be more deeply mired. The
issue of how to deal with complex crises and con-
flicts was central to the QDDR, but its recommen-
dations have not yet led to commensurate progress.
The top-line recommendation for “a lead-agency
approach between the State Department and USAID
based on clear lines of authority” is based on a dis-
tinction—between political and security crises on
one hand and humanitarian crises on the other—that
is often blurred in reality. Progress has also been
slow in implementing other key recommendations,
such as reshaping the State Department’s pertinent
structures by creating a new undersecretariat for ci-
vilian security, democracy and human rights and by
creating a new Bureau for Conflict and Stabilization
Operations. Leadership announcements for these
new structures have not been made, but many of the
relevant implementation decisions will only be made
and executed by designated leaders armed with a
mandate. Also, the larger challenge of whether to
use civilian or military resources to deal with conflict
and instability may be moving in the opposite direc-
tion. The QDDR touted the growth of U.S. civilian
leadership in dealing with front-line states, noting
that “[the State Department] has assumed leadership
of the Pakistan Counterinsurgency Capability Fund.”
However, control of the fund was transferred back to
the Pentagon this year because it is politically easier

to fund activities through the Defense Department.
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The area of global health presents an additional con-
cern. President Obama’s stated policy is to rebuild
USAID “as the U.S. government’s lead development
agency.” USAID Forward can help with the internal
strengthening of the agency, and the QDDR resolved
the nebulous leadership of the president’s global hun-
ger and food security initiative, “Feed the Future,” by
clearly delegating control to USAID. But whereas the
QDDR also explicitly concludes that USAID should
lead the president’s initiative on global health, it set
a target date of September 2012 for this transition
“if defined benchmarks are met.” The QDDR’s 10
benchmarks represent important goals. However, the
process of measuring USAID’s progress—whether
against individual targets or the set of benchmarks—
is ill defined and prone to subjective assessment. As
a result of the fact that this politically charged deci-
sion was made to look like a technical fix, doubts re-
main concerning the transition to USAID leadership.
Global health is a core development priority, but it is
challenging for USAID to be the lead U.S. develop-
ment agency when it is not clearly the lead agency
for the president’s global health initiative, which
constitutes more than 25 percent of global assistance

resources.

Finally, within the ongoing dialogue on the reform
of U.S. global development policy and operations, a
grand bargain between Congress and the administra-
tion is widely viewed as necessary to achieve lasting
improvement. The theory is that if Congress is bet-
ter informed and has greater trust in the approaches
and accountability systems of the executive branch,
the executive branch will be afforded the flexibility
it needs to be more effective. This flexibility means
far fewer legislated directives and earmarks that limit
the options for development support on the ground.

Members of Congress are in a position to support or
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thwart necessary reforms advanced by the administra-
tion. The president’s policy acknowledges all this and

explicitly calls for a new partnership with Congress.

Through its reforms, the Obama administration is
seeking to deliver a more strategic focus, greater
transparency and better accountability for results. But
so far it has largely sought to do so without adequately
consulting even the most sympathetic champions for
development reforms on Capitol Hill. In hesitating
to engage Congress, the administration may have
missed important opportunities to consolidate politi-
cal and financial support for key initiatives, such as
food security and strengthened evaluation. Doing
more to engage Congress is in the administration’s
interest to gain overall support for the development
budget, to make progress on current reforms, and ul-
timately to replace the morass of outdated legislation

that governs U.S. global development support.

What Is Missing?

Major structural reforms were overlooked, dismissed
or intentionally left out of the administration’s public
agenda of changes. The organizational fragmentation
of the U.S. aid and development infrastructure is a
fundamental issue. More than 20 different agencies
are responsible for development assistance across the
U.S. government, leading to overlaps and gaps along
with disunity, which weakens the development voice
within foreign policy and national security decision-

making.

For example, USAID may assume leadership over
the Global Health Initiative in accordance with the
QDDR, but the QDDR also explicitly states that the
Office of the Global AIDS Coordinator at the State
Department will remain separate from USAID. This

office has the statutory authority and responsibil-



ity for coordinating, overseeing and managing all
aspects of the President’s Emergency Plan for AIDS
Relief (PEPFAR), which accounts for the overwhelm-
ing majority (roughly 64 percent) of global health
funding. In countries where U.S. assistance is domi-
nated by AIDS-related programming, this organiza-

tional structure could continue to pose a challenge.

Similar challenges remain unresolved even with
current reforms across the U.S. government, includ-
ing the separate status of the Millennium Challenge
Corporation (MCC), the Overseas Private Investment
Corporation (OPIC), the U.S. Trade and Development
Agency (USTDA) and others. Important elements of
development assistance are also managed by the
State, Treasury, Health and Human Services and
Defense departments, to name a few. There are many
reasons why such institutional responsibilities were
established apart from the U.S. agency ostensibly re-
sponsible for international development efforts, but in
the context of far-reaching reforms and a presidential
directive to “elevate development as a central pillar
of our national security policy, equal to diplomacy
and defense,” it makes sense to try to consolidate

some agencies.

Beyond even the most straightforward consolidation
of development agencies and activities, other struc-
tural issues remain concerning the roles of the State
Department, the Defense Department and the White
House as they relate to development and humanitar-
ian assistance. The role of the Defense Department in
foreign policy served as a shadow over the QDDR,
which consciously tried to take on characteristics of
the Quadrennial Defense Review in order to push
back against expanding military missions and authori-
ties by making the case for greater “civilian power” to

advance American interests. But the balance of influ-

ence with the military must ultimately be addressed
at levels higher than a capabilities review of the State
Department and USAID. For example, a persistent
challenge for U.S. peace-building and state-building
efforts in fragile, conflict-affected regions is that of co-
ordination across all relevant departments and agen-
cies, including the Defense Department. This issue
was largely beyond the scope of the QDDR, given
that a robust White House coordination capacity,
rather than a State Department or USAID capacity,
is necessary for high-profile interagency efforts that

heavily involve the military.

Leading Internationally

With so much impetus for change, it would be easy
for U.S. development officials to get caught up in the
internal reform of their own system, but this intro-
spection is happening at a critical time globally and
must progress while the U.S. also leverages opportu-
nities to lead internationally. After an era of growing
official aid budgets and proliferating development
actors, significant attention is now focused on mak-
ing the dysfunctional international architecture more

effective in support of development and aid.

As demonstrated at previous Group of Eight and
Group of Twenty meetings, as well as by increased
engagement with the Organisation for Economic Co-
operation and Development (OECD) and high-level
strategic and economic dialogues with key partner
countries, the Obama administration is interested
in advancing development issues through interna-
tional forums. The PPD was announced as part of
the president’s address at the UN 2010 Millennium
Development Goals Summit. Leveraging U.S. leader-
ship, forging a division of labor among international
partners and strengthening key multilateral capabili-

ties are important parts of this new policy.
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With serious policy reviews under its belt and some
encouraging reforms under way, the U.S. administra-
tion is now in a good position to push internationally
for tangible steps that will increase the effectiveness
of development support. The Group of Twenty (G-20)
meetings, the upcoming High-Level Forum on Aid
Effectiveness and the U.S. chairmanship of the 2012
G-8 all present opportunities for U.S. leadership.
As world leaders seek to achieve the Millennium
Development Goals but also look beyond the MDG
agenda to forge a new framework for effective global
development partnerships, the U.S. must play an ac-

tive and central role.

Recommendations and Next Steps

Delivering on many priorities is clearly a challenge,
and progress across all areas understandably cannot
happen apace. The conclusions of an OECD-DAC
peer review of U.S. development cooperation were
just released in July, and September marks the an-
niversary of President Obama’s announcement of a
new global development policy. The administration
should use these opportunities to assess the early im-
plementation of its announced modernization efforts

and to rededicate itself to fundamental reforms.

Across many aspects of USAID Forward and the re-
formist approaches to implementing the food security
and global health initiatives, the key is to expand
upon the initial implementation efforts. The work
to reshape bureaucratic cultures and systems must
proceed, and some more visible aspects of mod-
ernization can also be helpful while demonstrating
the administration’s ongoing commitment to its own

game-changing policies.
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With many moving pieces of a change agenda at the
agency and operational level, the administration must
not lose sight of its policy’s bolder elements, such as
the push for a coherent approach to development
support across the U.S. government. Moreover, the
administration must become even bolder by laying
the groundwork for significant and politically tricky
structural reforms. The next presidential term will
bring new opportunities, and planning should begin
now for bigger changes in 2013 that could further el-
evate effective and efficient U.S. global development

efforts.

In addition to these recommendations, the adminis-

tration should specifically:

= Complete the foreign Assistance Dashboard.
Commit to a timeline with benchmarks along the

way for the inclusion of new categories of data.

= Fstablish the U.S. Global Development Council.
This external advisory board should be created
as soon as possible, still during 2011, so that it is
fully operating well before the end of the current
presidential term. (For more recommendations
on the U.S. Global Development Council’s cre-
ation, mission, membership and other character-

istics, see Unger and Norris 2011.)

= lead the international charge for development
effectiveness. The U.S. must specifically seize the
opportunity to engage robustly at the Busan High-
Level Forum relative to its engagement at past fo-
rums on aid effectiveness. USAID Administrator
Shah and other U.S. global development leaders

are well positioned to come armed with credible



ideas and momentum. Additionally announc-
ing the attendance of Secretary of State Hillary
Clinton could catalytically leverage her interna-
tional star power to bring greater political heft
and attention to the forum while demonstrating
an increased importance for development issues
within U.S. foreign policy. The U.S. must also
continue to encourage broader development sup-
port at the G-20, which has become the more ap-
propriate forum—relative to the G-8—in which
to exert leadership on development effectiveness.
As the chair of the G-8 in 2012, the U.S. must be
mindful to support rather than undercut a stron-
ger G-20 role on development issues. (For more
recommendations on international leadership
opportunities and responsibilities for the U.S. in
relation to development effectiveness, see Kharas
and Unger 2011.)

Further strengthen USAID’s voice in and respon-
sibility for budget decisions and formulation. This
is an important measure of the true elevation of

development and USAID’s leadership.

Explicitly build new mechanisms and capacity
for routine assessments of U.S. domestic and
international policies based on development im-
pact. U.S. military sales, agricultural subsidies,
trade agreements and immigration policies, for
example, may have a significant impact on de-
velopment in partner countries. The PPD mildly
promotes consideration of development impact,
but with few details and only “through existing
policy mechanisms,” such as the Trade Policy
Review Group. Where policy mechanisms do not
exist, they should be created and aligned with a
cohesive approach that determines which poli-

cies are assessed when, how and by whom.

= Begin planning now for consolidation in 2013.

Just as the decision was made to have USAID
oversee the president’s food security initiative
and eventually the global health initiative, the
reforming lead development agency should be
granted oversight of signature presidential initia-
tives that were established in separate institutions
under the last administration—PEPFAR and the
MCC. These newer programs were developed on
the cutting edge of best practices in aid manage-
ment and delivery. Their experiences have shaped
the current reforms, and their orderly integration
under one line of development authority must be
done in a way that preserves and propagates their
operational strengths while ensuring greater effi-
ciency and coherence. Additional organizational
integration involving independent development-
oriented programs should also be considered
on the basis of synergy and efficiency. OPIC, for
example could continue to exist under a more
unified development organization while expand-
ing to absorb certain elements within USAID that
are also focused on unlocking private capital,
such as the Development Credit Authority. The
financial returns generated by these investments
could be reinjected into U.S. global development
support. The USTDA could also be integrated in
this way, as could elements of development assis-
tance managed by the Treasury and State depart-
ments. For example, just as the QDDR calls for a
review of the “best location for the political man-
date” of USAID’s Office of Transition Initiatives,
implying that the office might best be housed
within the State Department, the administration
might equally review the location of the State
Department’s refugee assistance programs given

USAID’s humanitarian assistance mandate.
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= Approach Congress more strategically on devel-

opment resources and reform. Congressional
buy-in will be necessary to enact agency con-
solidation and operational changes involv-
ing new approaches and resources. To lay the
groundwork for reasonable resource decisions in
the immediate future and legislative reforms in
the next few years, the administration must put
forward the right leaders and teams to engage
Congress and build the public case. President
Obama should finally nominate someone to lead
USAID’s Legislative Affairs Bureau. In these hard
budgetary times, the administration must actively
consult new and old champions from both politi-
cal parties to forge strong relationships and build
a shared executive-legislative vision for the U.S.
approach to development while pushing reforms

on the basis of efficiency and effectiveness.
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Executive Summary

Strong signs are emerging that forces in the U.S.
Congress are gearing up to make deep cuts in for-
eign aid spending. Although the American public is
supportive of aid and was largely comfortable with
the major increases in aid that have occurred during
the last 10 years, it also has a number of reservations
and misperceptions that create vulnerabilities to at-
tacks on aid. This policy brief looks at the strategies
that have been used to attack aid, especially in the
1990s, the last time a major attack was mounted. It
then spells out a communications approach for coun-
tering these attacks, including confirming the image
of the public as supporting aid, reframing the core

question about giving aid, countering mispercep-

tions, differentiating aid from other costs of America’s
role in the world, and addressing concerns about aid
effectiveness. It notes that strategies for promoting
aid that have been effective with Congress, such as
emphasizing the benefits to the U.S. national inter-
est, may be useful as secondary rationales but can
backfire with the public for whom aid is primarily an

altruistic endeavor.

What Is the Issue?

A central question facing the U.S. aid and develop-
ment community is whether, with increasing pres-
sures on all forms of spending in the current fiscal
environment, the levels of U.S. spending on devel-

opment and humanitarian aid can be sustained.
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Key voices in Congress are calling for deep cuts in
aid spending, and the budget recently passed in the
House of Representatives calls for deep cuts in inter-
national affairs spending, which would include aid.
Although the battle over such cuts has not yet been
joined, it is likely that a full-throated debate over aid
is in the offing.

It should be emphasized that political opposition to
aid spending does not arise from the American pub-
lic. As a general principle, Americans are supportive
of giving foreign aid, although support has slipped in
the current economic environment. For example, a
2010 poll of the Chicago Council on Global Affairs
found 74 percent of respondents favoring “food and
medical assistance to people in needy countries”
and 62 percent favoring “aid that helps needy coun-
tries develop their economies.” When Americans are
asked what percentage of the federal budget should
go to aid, the median response in numerous polls is
10 percent—a jaw-dropping figure relative to the re-

ality of 1 percent.

Furthermore, the substantial increases in aid over
the last decade have all occurred with no public
opposition. During the George W. Bush administra-
tion, the partisan divide on aid largely disappeared
and aid levels rose at a remarkable rate. Even put-
ting aside aid to Iraq and Afghanistan, overall aid
doubled. President Obama called for further major
aid increases during his 2008 presidential campaign,
and levels have continued to modestly trend upward
since he has been in office. As long as policy leaders
are acting together, the public is comfortable with

substantial levels of aid spending.

At the same time, Americans do have reservations

and misperceptions about various aspects of the U.S.
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aid program and do harbor some doubts about the
logic of giving aid. Thus Americans can be respon-
sive to certain arguments critical of aid when they
are put forward in a systematic and determined fash-
ion. Efforts to attack aid spending will likely focus on

these vulnerabilities.

The effectiveness of these attacks will, to a substan-
tial extent, be a function of how much policymakers
perceive the public as responding to them. Policy dis-
course, especially in Congress, develops in the con-
text of arguments made to the public. Poll results can
play a significant role in this process, but narratives
can emerge based purely on hunches or what the me-
dia portrays. When congressional leaders make argu-
ments and believe they are striking a chord with the
public, this is reinforcing and emboldening. When
their opponents perceive this, they may be more
likely to accommodate. Members of Congress only
occasionally take their arguments to the larger pub-
lic, but there is constant jockeying to create a sense
of who would prevail if these arguments were to be
taken to the public. The outcome of this interchange

ultimately influences legislative behavior.

What Needs to Happen—and Why?

Given the likelihood of a real debate over future
levels of aid, leaders wishing to sustain support for
aid need to understand which arguments against aid
resonate in the public and, more important, how
to counter these effects. To this end, | first analyze
the last major attack on aid, which occurred in the
mid-1990s, looking at the arguments that were used
against aid and reviewing polls that show how some
of these arguments did effectively resonate with the
public. These efforts initially succeeded in bringing
about 20 percent cuts to aid spending. They are also

likely to play a role in future attacks on aid. Second,



[ explore polling data that point to the communica-
tions strategies for countering these attacks. Some
of these strategies were employed during the Bill
Clinton administration and succeeded in parrying
many of the attacks; by Clinton’s second term, aid
budgets had nearly recovered to their earlier levels. A
well-crafted communications strategy could be effec-

tive in this current environment as well.

The Attack on Aid

The emerging attack on aid is likely to follow lines
similar to those employed in the mid-1990s, led by
then—senator Jesse Helms and others. At that time,
there was only a minimal amount of polling on aid,
which primarily asked about the level of aid spend-
ing. Majorities of those polled consistently favored
reducing the amount of foreign aid. Interviews with
members of Congress and the media during this pe-
riod reveal a widespread assumption on both sides of
the aisle that the public simply did not like foreign aid
out of an isolationist impulse and a simple desire to

spend the money at home instead.

The attack on aid drew on these assumptions and
more. It consisted of four key elements: to frame the
issue of aid in terms of a simple exercise of setting
priorities; to draw on an underlying narrative of hege-
monic overstretch; to feed misconceptions about the
amount of aid; and to question the effectiveness of
aid, including the charge that the majority of aid dol-

lars ended up in the pockets of corrupt leaders.

Framing the issue in terms of setting priorities simply
posed the question of whether it is more important to
take care of people abroad or people at home. Within
this framework, majorities in polls would even agree
with statements that the U.S. should not give any

foreign aid until certain problems, such as poverty,

are first solved at home. There is a cognitively simple
logic in this thinking that many poll respondents are
looking for opportunities to express their support
for addressing problems at home. This is likely to be
especially effective in the context of the current eco-
nomic downturn and the pressures to cut the U.S.
budget deficit. Just as they did during the Clinton ad-
ministration, critics of aid today will surely juxtapose
foreign aid spending with projected spending cuts for

vulnerable populations at home.

Opponents of aid would also draw on the narrative
of hegemonic overstretch. By explicitly, or more
often implicitly, citing American contributions to
world order—including intervening in the world
wars, the Marshall Plan, protecting the world from
Communism and opening U.S. markets to foreign
goods—opponents would draw on the sense that the
U.S. has done more than its share and should focus
on problems at home. Numerous polls show that this
theme resonated with the public in the 1990s and is
also likely to resonate in the current environment as
Americans grow increasingly weary of the U.S. mili-

tary involvement in Iraq and Afghanistan.

Closely connected to this sense of overstretch were
highly exaggerated assumptions about how much
the U.S. was doing for the world in general and spe-
cifically with regard to aid—assumptions that aid
opponents fed. In some cases, this was done explic-
itly, such as Jesse Helms’ statement that the U.S. had
spent more than $2 trillion on aid. More often, it was
done implicitly— for example, frequent discussions
of aid and references to it as a meaningful potential
source of deficit reduction contributed to the impres-

sion that the amount involved was quite large.

Polls reveal that Americans had grossly exaggerated

estimations of the amount of aid actually given by the
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United States. Asked to estimate what percentage of
the federal budget went to aid, the median estimate
was a staggering 20 percent, according to polls by
the Program on Policy Attitudes (PIPA) and subse-
quently by the Washington Post, the Chicago Council
on Foreign Relations and other organizations. Some
have questioned whether respondents were simply
conflating aid with money spent on defense in sup-
port of security commitments. However, even when
subsequent PIPA polls made clear a differentiation
of aid and defense, estimations were the same. It is
likely that the exaggerated estimates of aid were fed
by the larger narrative of overstretch, which includes
defense spending. This misperception is likely. In fact,
a recent PIPA poll finds that the median estimate has

crept upward to 25 percent.

Yet another arrow in the quiver of attacks on aid was
the charge that aid is simply ineffective. This was curi-
ously potent, given that little evidence was usually of-
fered other than the fact that there are still many poor
people in the world. In one poll, the median estimate
was that only 10 percent of the money spent on aid
ultimately helped the people who need it. One pos-
sible explanation for this perception is the greatly ex-
aggerated assumption about the amount of aid. If the
amount of money assumed was indeed being spent,
the results actually achieved would have fallen far

short of reasonable expectations.

Finally, another charge, also related to aid ineffective-
ness, is that most aid ends up in the pockets of corrupt
autocrats with poor human rights records. Polls show
that Americans do assume that this is the case. They
also largely reject the idea that aid should be spent
to secure strategic ends; rather, most Americans think

that aid should serve altruistic purposes.
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Recommendations and Next Steps

Research on public attitudes and the history of the ef-
forts to counter the attacks on aid during the Clinton
administration provide meaningful direction for pos-
sible responses to attacks on aid in the current envi-
ronment. Seven recommendations for next steps can
be offered.

Confirm the Image of the Public as Supporting
Aid—Do Not Implicitly Confirm the Opposite

First, in looking at what not to do, it should be noted
that even among aid proponents, there is a strong
predilection to accept key premises underlying the
attacks on aid. Paramount is an image of the U.S.
public as fundamentally isolationist and lacking real
concern for people abroad. This has roots in the his-
torical memory of isolationist attitudes in the 1930s
and also an elite tendency to assume that the general
public lacks the intellectual and moral capabilities to
grasp the global context within which foreign aid is

important.

This image of the isolationist public can be confirmed
in subtle ways. Proponents of foreign aid often ap-
proach the public as if it must be persuaded to sup-
port aid, to assume that moral motivations are weak
and that the public can only be convinced based on
effects relevant to self-interest. Research shows that
people generally have a tendency to underestimate
how much others are willing to act in ways that are

altruistic or that address long-term concerns.

When public figures act in ways that confirm this im-
age of the general public as isolationist and opposed
to aid, this strengthens the image, gives it currency
and leads policymakers and even the public to act in

ways that are consistent with the image.



Proponents of aid need to confirm at every opportu-
nity the fact that, though Americans may have reser-
vations about some aspects of the U.S. aid program,
an overwhelming majority of Americans are gener-
ous and do favor giving foreign aid. One should also
recognize that when doing so, one may be fighting
against some psychological headwinds blowing in

the other direction.

Counter the Priority Frame with a Distributional
Frame

Second, as previously discussed, framing the issues
in terms of priorities leads to the logical conclusion
that the U.S. should not spend any money on aid
until problems at home are first solved. This frame-
work is rather easily countered by shifting the issue
to a distributional framework and by simply asking
what proportion of spending should be devoted to
foreign aid. Only a very small number of Americans
think that nothing should be spent on aid, and given
nearly any distributional framework, Americans
tend to assign more to aid than is currently the case.
When asked what proportion of the federal budget
should go to foreign aid, the median response is in-
variably 10 percent. PIPA has tried numerous frame-
works—how much of the money spent on alleviating
poverty should focus on the poor at home and the
poor abroad, or how much of the money spent on
dealing with international affairs should be devoted
to defense and how much to aid—and these invari-
ably lead respondents to prescribe amounts of aid in

excess of the actual amount.

A key question to ask in the current environment is
how Americans will deal with aid spending given
the current pressure for budget cuts. The Program for
Public Consultation at the University of Maryland

recently conducted a budget exercise survey that

presented a representative sample of Americans with
the discretionary budget divided into 31 line items
and then allowed them to make changes while get-
ting constant feedback for the effects of their choices
on the deficit. Even in this context, economic aid did
relatively well. For all 31 line items, the average cut
was 11 percent. For all forms of economic aid com-
bined, the average cut was 8 percent. But there was
substantial variation for the four different types of aid.
Humanitarian assistance was actually increased by
18 percent; global health was nicked by 2 percent;
development assistance was cut by 14 percent; and
the Economic Support Fund, which was described
as aid to countries of strategic concern to the U.S.,
was cut by 23 percent. All altruistic aid programs
combined were cut by 3 percent. (It should also be
noted that, in dollar terms, the numbers presented
were based on projections for 2015. Thus, the aver-
age actual amount budgeted, after cuts, was $37.8

billion—substantially more than current levels.)

Counter Exaggerated Assumptions

Third, in the 1990s, the Clinton administration em-
barked on a major public relations effort focused on
countering the American public’s overestimation of
U.S. spending on foreign aid by emphasizing that the
amount was just 1 percent of the U.S. budget. A cam-
paign was developed called “Just 1%”" to drive home
the message that the amount of aid the White House
was seeking was quite small. Cabinet members even
wore the “Just 1%” buttons in public. In polls, only
very small numbers of Americans thought that 1 per-

cent was too much.

However, changing this perception has been quite
difficult, and public perceptions of foreign aid spend-
ing have not aligned with actual funding levels. Still,

when the correct information is presented, it does
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have some impact. Polls that first tell respondents
how much of the U.S. budget is devoted to foreign
aid and then ask respondents whether they want to
increase or decrease the aid spending have found
that substantially fewer respondents favored cuts than
those who were not first given the information. In
polls that first tell respondents how much of the U.S.
budget is allocated to foreign aid, support for cuts
invariably drops to a minority position. However,
support for increases rarely becomes a majority posi-
tion—many respondents simply do not believe the

figures they are told.

It should be noted that because of a broad sense of
being overstretched, it is generally not a good idea
to frame the U.S. as underperforming in the realm
of foreign aid, for example, by highlighting that the
U.S. gives a relatively small percentage of its gross
national income as aid relative to other developed
countries. Americans often bridle at the idea that they

are doing little compared with other countries.

Differentiate Foreign Aid from Other Costs of
the United States’ Role

Fourth, one of the reasons that people are resistant to
changing their belief that the amount of aid is so high
is that this is linked to a broader and deeply felt narra-
tive: that the United States is doing more than its fair
share in maintaining world order. For some decades
now, Americans have felt overstretched by the United
States’ hegemonic role—this is an ongoing point of
tension between the American public and the policy

elite.

In this context, Americans are looking for opportuni-
ties to trim back commitments, especially these days

with budgetary pressures. Aid is the most ready and
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unambiguous symbol of this sense of perceived over-
commitment. And thus it is a natural target for those

feelings.

However, when placed in a context with other costs
related to the U.S. role, other items are cut more than
foreign aid in terms of dollars and the percentage cut.
In the budget exercise survey discussed above, when
Americans were presented with the discretionary
budget, by far the biggest cut was to defense, which
was cut by $109 billion (18 percent), followed by in-
telligence, which was cut by $13 billion (15 percent),
and the wars in Iraq and Afghanistan, which were
also cut by $13 billion (23 percent). As mentioned,
nonmilitary aid was cut by 8 percent, and altruistic

aid was cut by just 3 percent.

Emphasize Multilateral Frameworks like the
MDGs

Fifth, because Americans have a general sense that
the U.S. is doing more than its share in world affairs,
they are drawn to multilateral frameworks, within
which countries contribute proportionally and other
countries as well as the U.S. do their “fair share.”
This is so potent that it is one of the very few contexts
within which a majority of Americans will approve of

an increase in taxes to be devoted to aid.

The Millennium Development Goals appear
to be such an effective framework. In a 2008
WorldPublicOpinion.org poll, Americans were told
about the MDG of cutting hunger and severe pov-
erty in half by 2015. They were also presented with
the annual per capita increase in aid spending that
would be necessary for meeting this goal (based on
World Bank estimates), adjusted for national income,

which was $56 a year for Americans. Asked if they



would support this increase, provided that the other
developed countries also did their part, 75 percent of

respondents said they would.

Address Concerns about Effectiveness

Sixth, perhaps the most difficult challenge is to coun-
ter the perception that aid is ineffective. As men-
tioned, on average, Americans assume that due to
corruption and inefficiency, only 10 percent of aid
money helps those who need it. Contributing to this
perception are many of the normal features of de-
mocracy. Investigative reporters highlight stories of
corruption and inefficiency far more than successes.
Books that offer critiques of current aid practices gar-
ner attention through sweeping indictments of the

entire aid enterprise.

Proponents of aid need to more effectively seek ways
to disseminate stories of success. A lingering image
of aid is of the U.S. simply delivering checks to cor-
rupt autocrats in poor countries. Stories that highlight
the effective provision of services and recipients’ in-
creasing self-sufficiency can help counter this effect.
Although some audiences are responsive to numeri-
cal summaries of such successes, for others it is es-
sential to provide a poignant story of an individual
whose life has changed, complete with imagery of
their faces and, whenever possible, their words. Aid

is a story of the heart more than the mind.

Channeling aid through nongovernmental organiza-
tions is also helpful. Aid NGOs have a positive image,
and Americans have said in polls that they believe
that aid effectiveness increases substantially when it
is passed through NGOs.

Finally, it should always be remembered that most

Americans form their assumptions about public

policy matters not through direct experience but pri-
marily by taking cues from people they trust. Should
proponents of aid seek to mitigate the corrosive effect
of low confidence in the effectiveness of foreign aid,
they should seek to systematically mobilize trusted
public figures to address this question. One approach
could be to establish a high-level commission, similar
to the commission established in the wake of the oil
spill in the Gulf of Mexico. Such a commission would
no doubt reveal certain problems, but it would also
likely contain what is now a hemorrhage of confi-
dence, which could be easily worsened by a system-

atic effort to undermine support for aid.

Stay Connected to Compassion toward People

And seventh, in recent years efforts to sell aid to
Congress have emphasized its advancement of U.S.
national interests. Aid has been depicted as a smart
way of enhancing U.S. power especially by im-
proving U.S. relations with other nation-states. Aid
has also been portrayed as a means of promoting
economic development, which will ultimately help
the U.S. by providing markets and generating jobs.
Although these arguments may well be effective in re-
lation to members of Congress—they do see their role
as serving U.S. national interests—they need to be ap-
proached carefully with the public. When presented
as a secondary argument, they can be persuasive and

provide an auxiliary source of support for aid.

However, if presented as a primary rationale, argu-
ments that appeal to national interest can backfire.
Aid programs that are designed to enhance U.S.
strategic interests are some of the least popular. In
the above-mentioned budget survey, funding for the
Economic Support Fund—which was described as
“economic development aid to countries of strategic

concern to the U.S. such as Afghanistan, Pakistan,
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and Egypt”—was cut 23 percent. Military aid to
countries “of strategic interest” was also cut 18 per-
cent. However, funding for “humanitarian assistance”

was increased 18 percent.

The whole notion of giving aid to other nations as op-
posed to needy people does not entirely square well
with Americans. It elicits the unsettling feeling that
we are bribing nations to be our friends. Americans
also tend to assume that the benefits are likely to go to
elites in these other countries, many of whom are cor-
rupt and illegitimate, because, after all, they are the

ones that have the power to further U.S. interests.

Framing aid as supporting economic growth in other
countries is also by itself not entirely persuasive.
Here, too, elites—in the U.S. as well as in donor
countries—may be perceived as primary beneficia-
ries. Trickle-down effects will not be automatically

assumed.

Americans can understand that promoting economic
growth, rather than just trying to ameliorate the symp-
toms of poverty, may be a smart way to reduce pov-
erty. In focus groups Americans love to tell the story
of how teaching a man to fish is better than giving
him a fish. But it is essential for this process to not be-
come so abstract that the goal becomes the economic
growth of developing nations. The foundation of
American public support for aid is the compassionate
concern, not for nations but for people. A communi-

cation strategy that loses this link does so at its peril.

In summary, the American public has demonstrated
that it supports aid to people in developing countries
in principle, and that it in practice, during the last de-
cade, it has accommodated a doubling of aid. There

are signs that some in Congress may employ argu-

FROM AID TO GLOBAL DEVELOPMENT COOPERATION

ments against aid, which could play on the doubts
about aid and get some traction. However, propo-
nents of aid should not fall prey to the belief that this
reveals a fundamental opposition, leading to efforts
to persuade Americans to support aid while reifying
the image that they do not. For each effort to derail
American support for aid, there are responses that
can effectively reconnect Americans to their deeper

compassion and generosity.
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