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A DIFFERENT FUTURE FOR

DeverLormenNT AsSSiSTaNce

n May 2009, Paul Kagame,

president of Rwanda, made an

impassioned plea to the givers

of foreign aid to break out of old

patterns of giving and embrace
a different future for development
assistance.! Kagame is not alone in
calling for changes to the way the
developed world gives aid. Many
development experts, economists and
aid practitioners have also signalled the
need to break our habits of aid practise
and thinking.

They are calling for a different
approach, one in which all levels of
society in both rich and poor countries
work together to help poor countries
achieve their own developmental
goals. An approach that acknowledges
and works within the diversity of
individuals, nations, and circumstances
in the developing world; that recognises
and harnesses the potential of the
globalised market; and that realises that
it is not big plans but a number of small
incremental changes that are able to
conform and adapt to particular needs
and circumstances that will reduce
poverty and foster development.

Kagame, since taking office in 2000,
has been applying these new approaches
in Rwanda to ever-improving results.?
But the approach he and others are
calling for is not the one holding the
international community’s attention.
Since 2000, international discussion of
foreign aid and development has been
largely centred on the United Nations’
(UN’s) eight Millennium Development
Goals (MDGs)* and on the UN’s plans
for the achievement of these goals by
2015.

The basic ends of the MDGs are the
same as Kagame’s. Both long to see
such things as a reduction in the numbers
of people living in poverty and the
launching of sustainable development
in the poorest countries of the world.
However, the methods the MDGs
employ are very different, calling for
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a continuation of development thought
and foreign aid practices that have so
far had little long-term success.

It is time that we in the developed
world recognise the limitations of
our old ways of doing aid. It is time
that we take on Kagame’s and others’
challenge of forging a different future
for development assistance.

THE LIMITATIONS OF
TRADITIONAL PLANS

From the beginnings of the foreign
aid regime in the aftermath of World
War II, governments and international
organisations have crafted grand plans
to reduce poverty and bring about
development. The outcomes of such
plans, unfortunately, have not been as
positive as their designers would have
liked. By the 1990s, despite a multitude
of plans and trillions of dollars
expended, the numbers of people living
in extreme poverty were rising and most
poor countries were not sustainably
developing .*

The primary difficulty with the grand
plans of the traditional foreign aid
regime is that they are based on faulty
theories about how development occurs.
The MDGs, though designed to correct
the mistakes of past plans, are built upon
similar theories. In particular, the MDGs
and the UN’s plan for their achievement
rest on two primary assumptions: 1)
that a simultaneous large-scale assault
on the many dimensions of poverty
is necessary to launch poor countries
into development; and 2) that this
takeoff into development can be simply
purchased.

The assumptions of the MDGs

The first assumption on which the MDGs
are based comes out of work done by
economists such as Jeffrey Sachs of
Columbia University. Sachs cut his
economic teeth advocating for ‘shock
therapy’ for the former Communist
states of the Soviet Union—the use of

Written by

Dr Jane
Silloway Smith

all-encompassing measures to push
countries off one economic trajectory
and onto another. He has now turned
this same line of thinking to the global
South, asserting that these countries are
stuck in poverty traps that can only be
released by a full and concurrent assault
on all those things that make up the trap
(ie. poor fiscal situation, governance
failures, cultural barriers, geopolitics,
lack of innovation, demography,
physical geography and poverty itself).’
To fully realise the potential of this
full and concurrent assault, Sachs and
others maintain that rich countries
need to increase their levels of official
development assistance (ODA) so as to
fill poor countries’ financing gaps.® This
idea of a ‘financing gap’ comes from
economic ideas of the 1950s and 1960s
that contended that a gap exists in poor
countries between the capital that they
have on hand and the capital needed to
takeoff into development. According to
work done in that era by World Bank
economists Paul Rosenstein-Rodan
and Hollis Chenery, and Massachusetts
Institute of Technology professor Walt
Rostow, it is possible for rich countries
to figure out how big this financing gap
is for each poor country and then to
fill that gap with ODA, thus launching
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¢ G Ideally, the UN would like to see developed countries increase their
ODA to 0.7% [of GNI]... though such high levels of giving would

exceed the price tag set on the MDGs by almost US$300 billion.

poor countries into self-sustained
growth.” This is the second assumption
underlying the MDGs—takeoff into
development can be simply purchased.
Scholars and politicians have worked
with these assumptions for the past ten
years, hoping to determine exactly what
will be necessary to achieve the major
targets outlined by the MDGs and
ultimately to see poverty ended.

The MDGs themselves were created
and codified from 2000 to 2001 to set
up a simultaneous assault on poverty in
its many dimensions: income, hunger,
disease, education, environment and
exclusion. In 2001, the UN asked Sachs
to head up the Millennium Project
and to devise an implementation
plan for the MDGs. The Millennium
Project reported back in 2005 with
449 interventions that it asserts the
international community must advance
simultaneously by 2015 if the MDGs

are to be successful ®

In the meantime, the UN’s High-level
Panel on Financing for Development
and the World Bank had conducted
studies, based on the economic theories
of Rostow and Rosenstein-Rodan and
Chenery, to work out the anticipated cost
of achieving the MDGs. Both concluded
that roughly an additional US$50 billion
per year in ODA would be necessary to
fill poor countries’ financing gaps and
meet the MDGs by 2015.°

Based on these findings, the UN
has repeatedly called on rich country
governments to direct their ODA toward
the 449 interventions of the Millennium
Project and to increase their combined
ODA by at least US$50 billion per year,
a doubling of aid giving from the levels
of 2001.'° Ideally, the UN would like to
see developed countries increase their
ODA to 0.7% of their gross national
income (GNI) as a way of demonstrating

their commitment to the international
fight against poverty, though such high
levels of giving would exceed the price
tag set on the MDGs by almost US$300
billion."

THE LIMITATIONS OF THE MDGs

The international community has
heartily embraced these goals and
the UN’s plan for their fulfilment.
Rich country ODA programmes have
aligned their projects and programmes
to the MDGs; non-governmental
organisations (NGOs) have dedicated
themselves to  their fulfilment;
and grassroots organisations and
movements have sprung up in their
support, demanding that governments
act quickly to push ODA budgets closer
to 0.7% of GNI. Before joining this
panoply, however, it is imperative that
we stop and recognise the limitations of
the MDGs and the Millennium Project’s
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plan for their implementation.

For one, the assumptions upon which
the MDGs are built are faulty. First, the
assumption that a simultaneous large-
scale assault on the many dimensions
of poverty is necessary to launch poor
countries into development perpetuates
a problem that has plagued aid efforts
for the past seventy years—the idea that
we have all the answers. International
development and poverty reduction are
complex issues that present difficult
questions that intelligent, dedicated
people have sought answers to for
decades. Economists and development
experts William Easterly of New York
University and Dani Rodrik of Harvard
University contend that these issues and
the questions they raise are so complex
and so context-specific that they do
not have single answers, as the MDGs
would imply. The great diversity of
developing countries, their people and
their experiences of poverty make single
answers, grand plans, and simultaneous,
uniform action impossible.!

The second assumption of the MDGs is
just as, if not more, flawed as the first. The
idea that a takeoff into development can
be simply purchased, as was mentioned
previously, comes out of economic ideas
of the 1950s and 1960s about financing

gaps in developing countries. Most
development economists today view the
financing gap model as too simplistic to
accurately account for how economic
growth occurs. Economic development,
they assert, comes about not just through
investment and capital, as the financing
gap model assumes, but through
the complex interactions of politics,
domestic  policies, social services,
global markets, culture, microeconomic
interventions and institutions."

Not only does the financing gap model
leave out important contributions to
economic growth in its analysis, it also
overestimates the ability of aid to lead to
growth. Easterly has shown that greater
amounts of aid do not necessarily lead to
higher investment and growth the way
the financing gap model says it should.
In fact, he finds that, on average, higher
aid may even negate both investment
and growth, thus undermining the final
purpose of the MDGs—to end poverty.'

Beyond the problems with the
assumptions upon which the MDGs
are based, there is one additional major
limitation of the MDGs: the specific
goals laid out by the MDGs are overly
ambitious. Goals One through Five,
which deal with the well-being of
individuals living in poverty, are

dependent on change occurring in
developing countries at a rate not seen
historically in either developing or
developed countries. For the MDGs to be
achieved by 2015, developing countries’
economies would have to grow at twice
the rate they grew in the 1990s; countries
would have to increase their primary
school  enrolments  approximately
three times faster than any country has
increased enrolments in the second half
of the twentieth century; and infant
and maternal mortality would have to
decrease at twice the rate at which such
things decreased in all countries between
1980 and 2000."

So while the MDGs are a noble exercise
demonstrating the willingness of the
international community to contend with
the poverty of approximately 1.4 billion
people in our world, they are not a solid
enough ground upon which to build
either governmental ODA programmes
or private aid and assistance efforts. They
derive from ideas and practices that have
historically and economically proven to
be ineffective in reducing poverty and
fostering development, and they hold us
back from embarking upon a different
future for development assistance.
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we need to stop being distracted by the plan to achieve the MDGs
by 2015 and refocus our efforts on a different future for

development assistance envisioned for us by Kagame and others.

A DIFFERENT FUTURE FOR
DEVELOPMENT ASSISTANCE

If we truly wish to see the aspirational
outcomes of the MDGs realised—a
reduction in the numbers of people
living in poverty and the improvement
of living conditions for people in the
world’s poorest countries—then we
need to stop being distracted by the
plan to achieve the MDGs by 2015 and
refocus our efforts on a different future
for development assistance envisioned
for us by Kagame and others.

First, foreign aid and development
assistance efforts need to acknowledge
and work within the diversity of
individuals, nations, and circumstances
in the developing world. A people’s
history, customs, society, government,
geography and politics all come
together both to create their current
lived experience and to delineate what
they deem reasonable and acceptable for
their future development. The multitude
of differing histories, customs, societies,
governments, geographies and politics
in the developing world demands a
multitude of individualised responses,
not a one-size-fits-all approach.!®

Departure from a one-size-fits-all
approach means moving away from
grand plans and investing instead in
incremental changes and piecemeal
solutions that are able to adapt to local
circumstances and meet local needs.
Such incremental approaches are
able to be flexible in their assessment
of developmental challenges and
innovative in their methods for
confronting those challenges; and they
are likely to foster partnerships between
those in the developing and developed
world, as knowledge and expertise are
exchanged and expended in pursuit
of the next intervention. Several aid
watchers and development experts have
signalled that private and governmental
aid and assistance efforts that take such
an incremental approach are those most
likely to meet with success."”

To ensure that our piecemeal solutions
are having a positive impact, it is vital

that we set definite, measureable goals
for all interventions and then regularly
have those interventions evaluated
against their stated goals. Too often
in our current discussions of foreign
aid and development assistance we
concentrate on how much we are
spending instead of on what those
dollars are doing. As Easterly has put
it, ‘Letting total aid money stand for
accomplishment is like the Hollywood
producers of Catwoman, . . . voted the
worst movie of 2004, bragging about
their  impressive  accomplishment
of spending $100 million on its
production.’'® More important than how
close our aid budgets are to 0.7% of GNI
is the effect that that money is having.
To discover this aid and assistance
projects and programmes need to be
regularly, independently evaluated
for their effectiveness, and cancelled,
adapted or up-scaled as appropriate."®

Finally, we must acknowledge
that traditional aid and development
assistance —such as the giving of grants
of money and concessional loans and
the building of hospitals and schools—
is not on its own going to bring about
sustainable development. We must also
recognise and harness the developmental
potential of the globalised market.

Much of the developmental progress
that has been made in the past several
decades has come from the globalisation
of developing countries. The increasing
globalisation of China, India, Korea,
Thailand and Vietnam has enabled much
of East and Southeast Asia to experience
soaring growth rates alongside a drop
in the percentages of its populations
living in extreme poverty and dying
from communicable diseases and an
increase in the percentage of its children
attending school

As globalisation is neither a simple
nor unproblematic process, developed
countries should be prepared to support
developing countries as they globalise.
Developed country governments can do
this by taking down their protections
to enable developing countries an

equal opportunity in their markets.
They can also set up programmes, like
New Zealand’s Recognised Seasonal
Employer Policy, to allow developing
country workers into their country for
the purposes of temporary work. Such
work gives developing country workers
the chance to gain experience of a
modern market and to make money to
send home in the form of remittances.”
Private citizens of developed countries
can do their part to facilitate positive
globalisation by making investments in
developing countries and by targeting
their  philanthropy to addressing
the humanitarian hurdles—such as
urbanisation and a drop-off in the
viability of subsistence living—that the
poor especially will face in a globalised
market.?

CONCLUSION

We have seen the limitations of our old
ways of doing aid as epitomised by the
MDGs. Their faulty assumptions do
not accurately account for the complex
ways in which development occurs, and
their overly ambitious plan to reach
achievement by 2015 is misleading and
threatens to leave us feeling hopeless
when the targets are not reached.
We need a different future for our
development assistance.

The future of our development
assistance needs to reside with projects
and programmes that take into account
and work with the diversity of the
developing world; that set measureable,
practical goals and are subjected to
regular evaluation. Hope lies in those
approaches that think not in terms of
grand plans but in terms of piecemeal
solutions to individual problems, and
that recognise that aid and assistance are
great tools, but that it is the globalised
marketplace that has ultimately had the
most developmental success. It will be
through these means that we will see
the achievement of the aspirational
objectives of the MDGs.
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