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ABSTRACT

OLD AND NEW FOREIGN AID ARCHITECTURE

Giilseven, Yahya
Ph.D, The Department of International Relations
Supervisor  : Prof. Dr. Mustafa Tiirkes

March 2019, 322 pages

The objective of this study is to look into the new foreign aid architecture in the
post-Cold War years. While “emerging donors” with seemingly new approaches in
the area of international development aid have generated a vast literature in the
post-Cold War era; yet there is still need to do more research on the so-called new
foreign aid architecture and its effects on the relations among aid actors. After
having located development aid into a systemic framework, it attempts to explore
continuity and change of “new foreign aid architecture.” It demonstrates the
relevance of aid to the hegemonic project that pursues the incorporation of the
remnants of labor into the exploitative global capitalist relations in the post-Cold
War years. Finally, all these discussion on the new aid architecture are related to a
more general perspective, which critically questions the use and necessity of aid in
development efforts. This thesis points out that “proletarianization of the poor” is

at the core of the hegemony in the old and new foreign aid architecture.

Keywords: Foreign Aid, Marshall Plan, OECD-DAC, Proletarianization
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ESKIi VE YENI DIS YARDIM MIMARISi

Giilseven, Yahya
Doktora, Uluslararas: iliskiler Boliimii

Tez Yoneticisi  : Prof. Dr. Mustafa Tiirkes

Mart 2019, 322 sayfa

Bu calismanin amaci, Soguk Savag sonrasi donemde “yeni dis yardim mimarisi’ni
incelemektir. Uluslararasi kalkinma yardimi alaninda s6zde yeni yaklagimlara sahip
“yiikselen dondrler” {izerine oldukca genis bir literatiir bulunmasina ragmen, “yeni
dis yardim mimarisi” ve bunun dis yardim aktorleri arasindaki iliskilere etkisi
alaninda daha fazla arastirmaya ihtiya¢ duyulmaktadir. Bu tezde, kalkinma yardimu,
Soguk Savas doneminde sistemler arasi ve Soguk Savas sonrasi donemde sistem i¢i
rekabet cercevesine yerlestirilmeye ¢alisilacaktir. Kalkinma yardimini sistemik bir
cergeveye yerlestirdikten sonra, “yeni yardim mimarisi’ndeki degisim ve siireklilik
incelenecektir. Calismanin sonucunda “yeni yardim mimarisi’ne iligkin tim
tartismalar, yardimin kalkinma ¢abalar1 acisindan faydasi ve gerekliligini elestirel
bir sekilde sorgulayan daha genis bir perspektifle iliskilendirilecektir. Bu tez, eski
ve yeni dig yardim mimarilerinin hegemonyalarinin merkezinde ‘yoksullarin

proleterlestirilmesi” olduguna igaret etmektedir.

Anahtar Kelimeler: Dis Yardim, Marshall Plani, OECD-DAC, Proleterlesme
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CHAPTER 1

INTRODUCTION

1.1. Conceptual Framework and Research Question

Foreign aid has become an indispensable part of the discussions on today’s
most serious global problems ranging from, poverty, climate change, HIV/AIDS to
conflict, refugee flows, and terrorism. Historically, foreign aid has been assigned a
wide range of functions, including reconstruction of European nations devastated by
the Second World War, supporting the development efforts of emerging nations after
decolonization, and containing communism. It continues to cover many areas and
still has very ambitious goals, such as promoting global welfare and security,
improving markets and democracy, alleviating poverty, solving refugee crises and
preventing terrorism. Today, every country is engaged as either donor or recipient
of foreign aid. For many developing countries, relations with aid agencies have
become a significant part of their foreign affairs, while for the developed countries,
the provision of aid has become an important component of their foreign and security
policies.

In the broadest sense, foreign aid can be defined as a voluntary transfer of
resources from one country to another in the form of physical goods, skills, technical
know-how, financial grants, and loans.' The subject of this study is the most
common type of foreign aid, official development assistance (ODA), whose
ostensible function is to promote economic development and welfare in poor
countries. Aid as a subject of this study has nothing to do with philanthropic

activities, charitable donations or religious donations. Although philanthropic

! Roger Riddell, Does Foreign Aid Really Work? (Oxford: Oxford University Press, 2008), 17.



activities are usually considered as a component of development efforts, this study
focuses on official development aid, which is provided by official agencies including
state or local governments and international institutions. In this study the terms
“aid,” “foreign aid,” “development aid,” “development assistance” and the more
technical term “official development assistance” are used synonymously. In fact,
foreign aid and development aid are not quite synonymous. In addition to aid for
development purposes, the term foreign aid also covers other forms of assistance,
such as grants and loans for commercial, political and military purposes. While
recognizing the difference between the terms “foreign aid” and “development aid,”
they are also used interchangeably in this study because of the blurred distinction in
practice between development aid and the other forms of foreign aid, especially the
ones for military and commercial purposes.’> A donor’s decision to call a transfer of
resources “development aid” or “military aid” is politically shaped and does not
always match its real motivation or aid’s real impact.® Although this study focuses
particularly on development aid, it would be incomplete if the other forms of foreign
aid, especially military aid, were left out of the analysis.

Although official development assistance has an internationally agreed
definition provided by the Organization for Economic Cooperation and
Development (OECD) since 1969 and its measurement is based on a standard
international methodology, its definition and measurement continue to be contested
issues. Moreover, despite the fact that billions of aid money has been spent since the
early postwar period, the debates on aid’s usefulness, effectiveness and contribution
to development and poverty reduction has increasingly continued since the early
years of aid flows. Development aid has become hardly justifiable given the
disappointing results. Today, even the most ardent supporters of aid have started to

talk about the danger of aid dependency, negative effects of aid, failure of aid and

2 The distinction between the types of foreign aid is discussed in detail in the next chapter.

3 Robert E. Wood, From Marshall Plan to Debt Crisis: Foreign Aid and Development Choices in
The World Economy (Los Angeles: University of California Press, 1986), 11.



the need for a reform in the global aid architecture. Besides, the leading development
actors and academic circles continue their decades-long debate on how to make aid
more effective, and how to solve the problems related to the implementation of aid
programs. In the face of such failure, it is no longer a question of how to solve the
problems that prevent aid from being successful, but rather it’s a question of whether
aid itself is the problem.

Given the prominent role of development aid in contemporary international
politics, it is easy to forget that institutionalization of development aid is a recent
phenomenon. Countries have always engaged in voluntary transfer of resources for
trade, military, and political purposes. While there are important precedents,
international development aid has its origins in the Cold War. Some of the ideas and
practices that constitute development aid go back a lot further. The idea that social
and economic progress was not only desirable but was one of the main objectives of
government policy, stretches back at least to the Enlightenment.* As a matter of fact,
there also is a long tradition of using development and aid as a justification for
colonialism and it could rightly be argued that the roots of the contemporary
development aid architecture can be found in the colonial era. Indeed, some scholars
stretch development aid back too far and provide examples of financial and technical

aid from the ancient history, which are out of the scope of this study.’

4 David Williams, “The History of International Development Aid,” in Handbook of Global
Economic Governance:Players, Power, and Paradigms, eds. Moschella, Manuela, and Catherine
Weaver (Abingdon: Routledge, 2014), 234.

5See, for example, Gerard Van Bilzen, The Development of Aid (Newcastle upon Tyne, UK:
Cambridge Scholars Publishing, 2015), 50-55; Jean Dreze, “Famine Prevention in India,” in The
Political Economy of Hunger: Famine Prevention, eds. Jean Dreze and Amartya Sen (Oxford:
Clarendon, 1990), 19; Louis A. Picard and Terry F. Buss, A Fragile Balance: Re-examining the
History of Foreign Aid, Security, and Diplomacy (Sterling, VA: Kumarian Press, 2009), 21-37.
Bilzen states that one of the earliest recorded humanitarian aid practice occurred in 226 BC when a
huge earthquake devastated Rhodes and the nations around the Mediterranean sent food and
equipment to the victims. He also notes that, in an early example of overseas technical aid in 300 AD,
a number of Koreans were sent to China from Japan to teach the art of weaving and preparing silk
for production. Dreze states that one of the oldest treatises on food aid by governments was written
more than two thousands years ago in India. Picard states that Alexander the Great provided Egypt
with technical aid during the founding of the city of Alexandria.



For the purposes of this study, the institutionalization of development aid can
be traced to the aftermath of the Second World War. During this period, we see the
emergence of development organizations, agencies, experts, development plans, and
university courses in development. The first significant programs of foreign aid to
developing countries were launched in the late 1940s and early 1950s. Until the
Second World War, a country’s development was perceived as a national goal. This
does not mean that there were no international implications but until the Second
World War economic growth and development efforts had continued without
appeals for international aid. However, in the postwar period, economic growth and
industrialization in poor countries became an international issue, and aid became a
significant feature of the inter-systemic competition between the Western capitalist
states and the Soviet Union. Institutionalization process of development aid was
shaped by the dominant position of the USA at the end of the Second World War
and aid played a significant role in the consolidation of the inter-systemic struggle
during the Cold War. The origins of aid as an institutionalized activity lie in the
political and economic ambitions of the United States in the postwar era. This is not
to suggest that the United States was the first country that gave foreign aid. However,
it was the first country to make the provision of aid a regular part of its foreign
relations to achieve both its broad international economic goals and the narrower
goal of containing communism.®

This study is a critique of the theory and practice of the development aid. The
most common criticism that development aid receives is that it is a strategic foreign
policy tool in disguise, used by donor countries to reach certain political and military
goals rather than supporting the development efforts of aid recipients. It does not
take an elaborate research to see that the underlying motivation of official
development assistance has always been certain political, economic and military
interests rather than humanitarian and moral concerns - which is a secret that

everybody knows. Even a cursory research based on the OECD-DAC’s annual

¢ Williams, “The History of International Development Aid,” 235.



statistics on the amount and destination of aid flows would reveal the fact that aid is
not targeted to countries most in need. The OECD aid figures show that donors may
prefer to provide less aid to the poorest countries, while providing more aid to some
other countries that are relatively doing better. Although this study agrees that aid
has always been used to promote and sustain the unequal relations between the
recipient and donor countries, confining aid to the bilateral relations among donor
countries and recipient countries would provide us with an incomplete picture.
Given the fact that donors have used aid to reach various political, economic, and
military goals, the emphasis on development aid’s usage as a “foreign policy tool”
of donor countries is understandable. However, this reduces development aid to an
instrument in bilateral relations, discouraging a richer and more systemic analysis of
development aid in a global context. Therefore, rather than relegating aid to an
“instrument” in the mutual relations between donor and recipient countries, the aim
of this is study is to locate it in a more prominent position in a wider systemic
analysis.

Development has always been problematized in terms of the threat that
poverty and related issues pose to the security of developed countries and capitalist
system in general rather than the well-being of the poor people in underdeveloped
regions. Development aid had a prominent role in the foreign relations of the United
States in the context of its general ambition to contain communism during the Cold
War. As the Cold War intensified, nation building and modernization through aid
were seen as key tools in preventing countries from falling to communism. From its
very beginning, development aid has always been explicitly used in support of
geopolitical and military strategies to contain communism. However, it would be an
oversimplification to assume that development aid has been limited to being an
instrument for geo-strategic and military ends during the Cold War. The mainstream
understanding of the Cold War reduces the explanatory significance of the socio-
economic properties of the superpowers by separating the bipolar political-military

relationship from wider political, economic and ideological processes associated



with the rival social systems of capitalism and communism.” While the mainstream
IR theory has limited the Cold War to a discussion on military and geo-strategic
rivalry between two great powers, it has also reduced development aid simply to an
instrument designed and used by superpowers for geopolitical and military
supremacy in the Third World. This study rejects the conventional understanding of
the Cold War, which considers it as a typical great power conflict based on military
and strategic competition. Following Saull®, this study considers the Cold War as a
form of global rivalry between capitalism and communism involving states and
social forces other than the superpowers. What this suggests is that the Cold War is
a form of global social conflict between states and social forces associated with the
rival social systems. From this perspective, this study argues that development aid
is not limited to being used as an instrument of military and geo-strategic rivalry,
but it is an important part of a wider and global systemic struggle concerning the
organization of economic and social life.

Although development aid was always intended as a weapon to address the
perceived security threat of spreading communism, its role was not limited to the
geopolitical threat of the Soviet Union and the international political threat of
communist revolution. As a matter of fact, development aid’s role in containing
communism was only part of the story, even though a very significant one. A
comprehensive research on development aid should also include its role in the
restructuring of the postwar international economy. Evaluating development aid
simply in terms of the quantity of resources that it has provided to the recipient
countries would be inadequate. In this regard, this study assumes that development
aid should be examined, first and foremost, in terms of its contribution to the

construction of a new international order in the postwar period.

7 For a useful review of the contending approaches to the origins and nature of the Cold War, see
Tolgahan Akdan, A Systemic Analysis of the Cold War and Turkey’s Postwar Drive to the West,
Master’s thesis, Middle East Technical University, 2014 (Ankara: METU, 2014).

8 Richard Saull, The Cold War and After: Capitalism, Revolution and Superpower Politics (London:
Pluto, 2007).



As Wood suggests, “the worldwide internationalization of capital and
‘interdependence’ of economies, which are often taken for granted today, were
laboriously created against what many observers in the early postwar period saw as
almost overwhelming odds, and aid played a major role in the process.”® In 1945,
the old world order that was centered on the European-imperialist capitalist powers
and Britain in particular had ended as a result of two world wars and the interwar
economic crisis.'® On the other hand, The USA ended the war in a dominant
economic and military position, and it used this to construct an international order
that preserved and enhanced its own economic and security interests. The US
political leadership and capitalist class had concluded that the absence of US
political leadership in the management of the world economy in the interwar era had
been a major cause of the global economic crisis. Consequently, the key objective
of US policymakers after 1945 was to prevent the return of economic nationalism as
well as regional trade blocs as had happened during the 1930s in response to the
great depression.!! In the immediate postwar years, the US was disturbed by the fact
that most countries in Western Europe adopted policies associated with national
capitalism such as exchange controls, capital controls and bilateral trade
arrangements. The primary aim of the United States foreign policy makers was to
prevent the emergence of national capitalist experiments and to create a liberal, open
and multilateral international economy. One of the basic assumptions of this study
is that development aid played a significant role in preventing the emergence of
national forms of capitalism and gaining support in the construction of a
multilaterally managed liberal world economy based on free trade in the postwar
era.

As Adelman suggests, “no area of economics has experienced as many abrupt

changes in leading paradigm during the post-World War 2 era as has economic
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development.”'? These changes have had significant implications for the way the
development aid was designed and delivered in different periods in the postwar era.
Besides, changes in the development paradigm have also had significant
implications for the relations of aid and the roles that the donors and recipients are
assigned both in the Cold War era and the post-Cold War years. What has
particularly characterized the postwar aid has been its durability: aid has managed,
repeatedly, to reinvent and renew itself.'* As a matter of fact, history of development
aid has been a “checkered history of constant adaptation.”'* Development aid was
successful in adapting to the conditions of distinct phases of the Cold War. For
instance, when the concern for counter-insurgency in the Third World intensified
during the Cold War, development aid became militarized and was directly used as
a weapon of war, as in the case of Vietnam. When there was a transformation away
from the embedded liberalism of the early postwar period to neoliberalism in the
1970s, aid became consistent with the principles of neoliberal market-based
development models.

Aid was also quick to adjust to the changing conditions brought by the end of
the Cold War. Many of the leading development actors argued that we would
witness the end of official development aid, as we had known it. The United Nations
Development Program (UNDP), for instance, saw the end of the Cold War as ““a rare
opportunity to make a fresh start,” calling for a restructuring of aid in a way that

would genuinely benefit the poor.!> A report by the OECD stated, “it is believed that
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the end of the Cold War would generate a "peace dividend® that would free up more
resources to assist the developing world.”!'® This optimistic approach seemed to be
based on the expectation that resources that had been allocated to contain the spread
of communism would now be directed to development objectives of a more
humanitarian nature.

Whether the participants believed aid would wither away or make a fresh start
after the end of the Cold War, the dominant theme in the discussion on the future of
aid throughout the 1990s was that we were witnessing the end of official
development aid, as we had known it. In fact, today, this theme continues to be the
starting point for the discussion on the development aid. In the political and
academic debates on development aid in the post-Cold War years, there is often
reference to “new aid architecture.” Especially since the late 1990s and early 2000s,
various reports and official documents of the leading development actors, such as

the World Bank, the UNDP and the OECD, are referring to “new development
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architecture,” “changing aid architecture,” “changing landscape of development
assistance” and “new development framework”.

Today, various official reports and policy documents of the international
development actors as well as national development agencies refer to the rise of
“new actors” and “new paradigms” in the development cooperation, challenging the
traditional international aid architecture.

While these new players with seemingly new or revised approaches in the area
of development aid have generated a vast literature in the post-Cold War era; yet
there is still surprisingly little research on the new aid architecture and its effects on
the relations between donor and recipient countries. The present thesis attempts to
explore and point out the continuity and change of “new aid architecture.”

Official development assistance has been subject to harsh criticisms by both

mainstream and critical development scholars and practitioners. Neoliberal critics of

aid argue that aid hinders economic growth by obstructing the unfolding of the

16 OECD, Development Cooperation: Aid in Transition (Paris: OECD, 1994), 4.



market dynamics and therefore development should be left to the markets. Whether
on purpose or by ignorance, these criticisms neglect the fact that far from being
contradictory to free market mechanisms, development aid has always been
intertwined with the policies and practices of free trade, private enterprise and
investment.

Critical left-wing scholars are also skeptical about development assistance, but
for distinct reasons. For example, as early as 1960s, the critical approaches, which
are related to dependency theory, provided important insights and contributions in
terms of showing the exploitative nature of development aid. Dependency theorists
argued that foreign aid could be understood only by reference to its existence in a
bipolar world characterized by exploitation of the periphery by the core. However,
the bipolarity here is not limited to “core-periphery,” “North-South” or “donor
country-recipient country” bipolarity. One of the basic assumptions of this study is
that development aid is directly related to the exploitative relations between capital
and labor. Therefore, bipolarity here is considered also as a bipolarity of class. In
this regard, this study examines the role of development aid in the exploitative
relations between capital and labor at the global level.

The main theoretical framework in this study is based on the understanding
that development aid is first and foremost related to the restructuring of global
capitalism. Development aid, from its beginning, has been used as a means for
ensuring the hegemony of capital over labor, and the subjection of the aid recipient
countries to the imperatives of capitalist accumulation.

This thesis will explore how and to what extend development aid can be
located and interrogated within the inter-systemic competition during the Cold War
period, and intra-systemic rivalry in the post-Cold War years. After having located
development aid into a systemic framework, it will further explore how development
aid is related to the incorporation of the remnants of labor into the global capitalist

relations.
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1.2.Literature Review

Recent years have witnessed a growing public interest in development and
humanitarian aid. There has been no shortage of publications that reinvigorate the
decades long debates on why donors provide aid, whether aid “works or not” and
how it could work better. The proliferation of literature on the topic from different
perspectives has been labeled by some scholars and media organizations as “great
aid debate.”!” Some mainstream economists, like Dambisa Moyo, Jeffrey Sachs and
Paul Collier, who contributed to this so-called “great aid debate,” even gained a kind
of celebrity status.'® New York Times described this so-called “great aid debate” as
a “ferocious intellectual debate about how to best help the poor people around the
world.”" Leaving aside how “great” this aid debate has been, in fact, it has been
significant in term of illustrating the contemporary parochialism in development aid
research. There were no critical voices in these debates, which mostly revolved
around the same old questions of whether aid or market mechanisms were better in
reducing poverty and whether aid should be increased or not. Even the contributors
that opposed aid ignored any systematic critique of the politics of exploitation,
advocating market-based solutions, which created the problem in the first place. This
“great aid debate” was further watered down when rock-stars and fashion-magazines
became involved in it. Irish rock star Bono, has recently contributed to the great aid
debate by suggesting “capitalism takes more people out of poverty than aid.”?°

Before discussing in detail the contemporary debates on aid, it could be useful
to provide a historical overview of aid research and literature in order to better grasp

why these simplistic and narrow-minded approaches are dominant in the current

17 Nilima Gulrajani, “Transcending the Great Foreign Aid Debate: Managerialism, Radicalism and
the Search for Aid Effectiveness,” Third World Quarterly 32/2 (2011): 199.
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News, March 26, 2015, accessed February 2, 2017, http://www.cnsnews.com

11



debates on aid. This literature review starts by focusing on mainstream international
relations (IR) theory’s standpoint on foreign aid. The IR literature that has analyzed
aid, either directly or indirectly, is huge and this section will only cover a summary
of the IR literature on the issue. Although a summary inevitably oversimplifies and
ignores important divisions both within and between the different IR theories, it is
meant to be illustrative of the limitations of mainstream IR in the analysis of foreign
aid. As a matter of fact, conventional international relations perspective is not a
useful starting point for a comprehensive and systemic analysis of aid - not only
because the dominant discipline in development aid studies has been economics but
also because it fails to understand the historically unique character of foreign aid in
the postwar era, confining the subject within the boundaries of national interest and
security. However, the mainstream international relations approach to foreign aid
could be a useful starting point in terms of revealing some of the flawed assumptions
and methodology that most foreign aid analyses are based on. Understanding the
influence of the mainstream IR theory’s ahistorical and parsimonious assumptions
on foreign aid studies could also be helpful in terms of grasping why the existing aid
research and literature cannot go beyond the same old infertile debates.
Conventional perspectives of international relations see foreign aid as a
foreign policy tool to promote the national interests of the donor countries. From this
point of view, the main concern of foreign policy is survival and foreign aid is one
the wide range of foreign policy instruments at the disposal of foreign policy makers
to protect and promote national security and interest in a hostile anarchic
international environment. Morgenthau, who is considered as one of the “founding
fathers” of the realist school, argues that “as military policy is too important a matter
to be left to the generals, so is foreign aid too important a matter to be left to the
economists.”?! He identifies six type of foreign aid: “humanitarian aid, subsistence

aid, military aid, bribery, prestige foreign aid, and foreign aid for economic

21 Hans Morgenthau, “A Political Theory of Foreign Aid,” American Political Science Review 56/2
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development.”?? For Morgenthau, “much of foreign what goes by the name foreign
aid is ... in the nature of bribes. The transfer of money and services from one
government to another performs here the function of a price paid for political
services rendered or to be rendered.”* Several scholars have also argued that aid
was merely a continuation of the old practice of bribery, which goes back centuries.?*
Such an understanding, which simply consider foreign aid as a continuation of
centuries-old practice of “buying” political influence, is just one of the many
examples that illustrate the failure of the mainstream IR theories to see the
historically unique character of the postwar development aid.

In the IR literature on foreign aid, neo-liberal institutionalism is often
presented as challenging realist assumptions, advancing a vision that is more
humanitarian and more optimistic about the potential for international cooperation.
Aid is presented as one of the many areas of disagreement between these two
apparently opposing views, one emphasizing national interest and the other
emphasizing international cooperation. These two theoretical approaches essentially
share similar views of the social world despite the fact that they put emphasis on the
different aspects. As Elias and Sutch suggests, realism set the framework of IR and
“all that those scholars of a more liberal persuasion could do was to make noises
about the role of international institutions and norms while accepting the broader
claims of the neo-realist paradigm.”* It is easy to identify various realist
assumptions in the aid analysis of the liberal IR scholars. In his famous work “After
Hegemony,” Keohane analyzes under which conditions actors may care for the
welfare of the others. He interprets foreign aid to be a kind of “generalized

reciprocity” in which apparently unbalanced exchanges can be regarded as balanced

22 Ibid., 301.
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24 John White, The Politics of Foreign Aid (London: The Bodley Head, 1974), 198.
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with the exchange of tangible benefits for intangible or deferred but unspecified
benefits. 2° In the case of the Marshall Plan, he refers to “situational
interdependence,” where the actor tries to improve the welfare of others because
improvements in others’ welfare improve their own, whatever the other actor does.
He views the Marshall Plan as “a combination of an exchange relationship - material
benefits in return for present and future deference- and generalized reciprocity based
on situational and empathetic interdependence.””’ This understanding of aid is not
really different from the realist-informed interpretations, even though Keohane uses
more subtle concepts such as “generalized reciprocity” and “situational
interdependence” instead of “national interest” and ‘“economic self-interest.”
Keohane refers to foreign aid programs as the instruments to provide positive
incentives for cooperation whereas Morgenthau defines aid as bribes. Although
Keohane seems to be a lot more careful with the terminology he uses, analysis of
foreign aid is nothing but a subtler version of a realist interpretation of aid.

Not surprisingly, during the Cold War, mainstream IR, both realist and liberal,
considered foreign aid first and foremost as a weapon against the perceived threat of
communism. Waltz argues that the main objective of the major powers, especially
in a bipolar system, is to eliminate their rivals and establish hegemony. The United
States, pursued this objective in the postwar period through construction of security
alliances on the one hand, and acting “for the good of other people” on the other to
contain communism.?® From this perspective, military aid strengthens the bilateral
security relations, whereas development aid programs buy influence and win allies.
In both cases, however, foreign aid is designed to serve national interests.

Waltz’s argument is typical of mainstream understanding of Cold War, in

which the bipolar rivalry is subsumed within a long history of great power conflict
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and limited to a discussion of strategic and military rivalry. While conventional IR
perspective has limited the Cold War to a discussion on military and geo-strategic
rivalry between two great powers, it has also reduced development aid simply to an
instrument used by superpowers for buying influence. This is not to suggest that aid
is not guided by the donor countries’ economic, political and security interests rather
than the needs of the recipients. From the very beginning, aid has always served
donor countries’ economic, political and military interests. However, the
conventional IR perspective reduces aid to an instrument in the inter-state rivalry
over economic and military resources, discouraging a richer analysis of aid that pays
attention to its role in a wider inter- systemic struggle concerning the organization
of social and economic life, involving social forces as well as nation-states.

This study rejects the conventional understanding of the Cold War, which
considers it as a typical great power conflict based on military and strategic
competition. Following Saull, this study considers the Cold War as a form of global
conflict between capitalism and communism involving states and social forces other
than the superpowers. From this perspective, this study argues that development aid
is not limited to being used as an instrument of military and geo-strategic rivalry,
but it is an important part of a wider and global inter-systemic struggle concerning
the organization of social and economic life.

As already indicated, although measurement of official development aid is
based on a standard international methodology, it continues to be a subject to intense
debate. Despite substantial amount of aid flows since the early postwar period, the
debates on aid’s effectiveness and its impact on development and poverty reduction
has been continuing. In the following, mainstream development economists’
standpoint on development aid is examined. The importance of these mainstream
economists’ studies lies more in their influence in shaping the scope and nature of
development aid relations at the global level than the quality of their analyses. The
thinking of the mainstream economists, particularly those working for the leading
development institutions like the World Bank, are paid particular attention in this

study since they have often become incorporated into the aid programs of the
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Western governments and become accepted as the development orthodoxy.?’
However, as discussed in more detail in the second chapter, the mainstream (or
orthodoxy) in development and aid debates has changed constantly since the early
postwar period. Therefore, the approaches of the mainstream economists are
evaluated together with how “mainstream” itself has shifted over time.

In the immediate postwar period, development was narrowly defined in terms
of economic growth in the Western capitalist states with little, if any, attention to

social and cultural aspects of development.

Growth theory, rarely used in
economic analyses before the war, became the essence of development studies in the
postwar era.’! The largest part of the quantitative aid research has focused on the
impact of aid on economic growth over the last fifty years, with inconclusive results.
Hansen and Tarp identify three “generations” of aid-growth literature that were
framed by the prevalent methodologies and datasets available at the time of
publication. The first generation refers to the 1960s and early 1970s, when research
was based on the assumption that aid would contribute to economic growth by
increasing savings and investment in recipient countries. The second generation
studies, in the 1980s and early 1990s, focused on the investigation of aid’s impact
on growth via investment while in the third generation, as from the mid-1990s,
researchers started to use new data and methodologies, taking into account factors
such as institutions and policies.*?

Conditionality emerged as a prominent theme in the aid literature from the

early 1980s with the advent of structural adjustment programs. In this period, aid-

growth literature continued to debate the impact of aid and the research did not seem
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to go beyond simplistic aid-growth regression analyses carried out during the 1970s.
Like their predecessors, these studies were trying to assess the correlation between
aid and growth. However, various neoliberal policy variables were incorporated into
these aid-growth analyses.

In line with the emphasis on neoliberal conditionality during the 1980s and
1990s, the debates on whether aid worked or not were added a new perspective that
began to focus on the good policy environment that would make aid more effective.
In other words, aid would promote growth to the extent that the recipient countries
created “good policy environment” by pursuing neoliberal policies. Aid literature,
during this period, started to prescribe what kind of policies and institutions aid
recipient countries had to have so as to use aid flows in an effective way. In general,
Stockemer identifies this literature as “conditionality literature” with three separate
arguments 1)“the good policy model” - aid works if the recipient government
pursues good policies; 2)“the medicine model” - aid works in the correct dosage but
is ineffective if too high or too low; 3)“institutions model” - aid works beneficially
if the right governmental institutions are in place.*:

As a matter of fact, this so-called “conditionality literature” corresponds to
what Hansen and Tarp call “third-generation of aid-growth literature” that was
mentioned above. As already mentioned, their method of analysis did not differ from
the previous “generations.” They mainly examined whether aid-growth relationship
was conditional on certain policies and institutions. Durbarry et al., for example,
used growth regressions with policy variables for 68 developing countries over the
period 1970-1993 and concluded that aid has a positive impact on economic growth,
conditional on a stable macroeconomic policy in the recipient countries.** In a more

prominent example of “conditionality literature,” Burnside and Dollars conclude
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that aid only works where there are good fiscal, monetary and trade policies (e.g.
low inflation, fiscal balance, a liberalized trade regime), but has little effect in the
presence of poor economic policies. *> Contrary to Burnside and Dollars,
Guillaumont and Chauvet suggest that aid’s effects are more positive when a country
faces a bad environment: the worse the environment, the greater the need for aid and
the higher its productivity.>® According to Jensen and Paldam, on the other hand,
the impact of aid on growth depends more on the correct dosage than the policy
environment and it helps the recipient countries only up to a certain point after which
it turns harmful.3” There are also economists who argue that the aid effectiveness is
conditional on geographic location and climate-related circumstances. For example,
Dalgaard et al. argue that aid has a strong positive impact on growth outside the
tropical region, while the impact is smaller in the tropics.*®

Despite decades of debate, the quantitative researchers have not reached a
conclusion on whether aid works or under which conditions it is more efficient. As
shown in more detail in the next chapter, the findings, and conclusions of the
quantitative analyses of aid conducted by the mainstream development economists
have often become incorporated into the policy approach of the leading development
actors, such as the World Bank and the OECD. Over the last 50 years, countless
studies sponsored or carried out by the World Bank and the OECD have reviewed
aid-development linkage and made recommendations for the efficiency of
development aid. However, the literature published by these important development
actors has included little debate on whether aid “works or not” and focused more on

the conditions under which aid works more effectively since the assumption was that
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aid necessarily made a positive contribution to poverty reduction and economic
growth. Like the above-mentioned mainstream quantitative studies, the importance
of official studies published by the leading development actors lies in their role in
shaping the scope and nature of the aid architecture rather than the quality of their
analysis. For example, the World Bank-sponsored Pearson Commission, as the first-
ever commission on international development that was set up in 1969, set the tone
for subsequent international reports on aid and development.** As an important
mainstream study, the report recommended strengthening and expanding of the
multilateral aid system using international institutions. It also proposed to
raise official development assistance (ODA) to 0.7% of donors' gross national
income (GNI). The report’s proposals were very influential in shaping the aid policy
in the following years. Since then, raising ODA to 0.7% of donors’ national income
has become the best-known international target in the aid field and today the OECD
regularly monitors and provide data on donor countries’ ODA/ GNI ratio.
Subsequent international studies like the Brandt Commission Reports in 1980
and 1983 reinforced these conclusions.*’ The Brandt Commission was formed by
the former German Chancellor Willy Brandt in 1977 at the suggestion of the
President of the World Bank (IBRD) and consists of 18 politicians and economists
from all the major regions of both North and South except the Communist bloc. A
key concept underpinning the Brandt Reports was that of global interdependence,
and the assertion that the rich world had to assist the poor and would lose out if it
didn’t. In other words, the report suggested that helping the poor countries was in
the self-interest of the rich countries. Though these two reports were wide-ranging,
some of their key recommendations focused on aid issues. Indeed, reminiscent of
Pearson Report ten years earlier, one of the main reasons why the Commission was

set up was to address the growing criticism and skepticism about aid. Echoing
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Pearson Report, Brandt Report called for a doubling of ODA by 1985 in order to
reach the 0.7 per cent ODA/GNI target.

These concerns for increasing the quality and quantity of aid were carried over
to the post- Cold War period. In a very similar manner to the World Bank, the OECD
embarked on a series of initiatives to increase the amount of aid. Particularly
important was its 1996 publication titled Shaping the 21st Century: The Contribution
of Development Cooperation.*' The report stands out for a number of reasons. First,
never before had a comprehensive program for action in development been
formulated at so high a level. What is more, the degree of consensus among key
development actors and the high-profile support it received were arguably
unprecedented in the history of development cooperation. The report called for
increasing aid not only in terms of quantity and emphasized the importance of
enhancing its effectiveness.

Similar calls for increased aid can be found in countless official reports and
policy documents published in recent years by the leading development actors such
as the UNDP, the OECD or the World Bank. Despite the fact that most of these
official views of aid end up arguing that more development aid (both in terms of
quantity and efficiency) is necessary, aid has had its critics from both right and left.
For example, as early as 1958, Milton Friedman, as one of the most prominent
supporters of free market, argued that aid should have been abolished since it would
retard economic development and promote socialism rather than democracy.** Peter
Bauer, a neoliberal development theorist, published in 1972 a book titled Dissent on
Development, which argued that, rather than helping, “foreign aid...is likely to
obstruct” development by creating market imperfections and distortions.* Unlike

the quantitative aid effectiveness analyses that were mentioned above, Friedman and
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Bauer’s arguments were not based on empirical research. Rather, their rejection of
aid was based on their absolute faith in the capacity of market mechanism to solve
all economic and social problems. As shown in the second chapter, the recent years
have witnessed the emergence of various studies that are in favor of the market
mechanisms and against foreign aid.

As a matter of fact, far from being antithetical to free market mechanisms, aid
has always served the free-market economic system at the global level. Through this
perspective, the international development community’s current emphasis on
poverty alleviation can be interpreted as the adoption of policies that extend the
scope of the world market. Cammack suggests that behind these apparently
progressive aims of development and poverty alleviation there stands a commitment
to a project that Marx once described as “the entanglement of all peoples in the net
of the world market.”** He examines the World Bank’s apparently pro-poor policies
since early 1990s and suggests that it has been “systematically engaged in promoting
the proletarianization of the world’s poor through pro-poor discourse and policies.”*’
According to Cammack, the World Bank’s poverty alleviation policies aim to ensure
the hegemony of capital over labor, and the subjection of both capital and labor to
the imperatives of capitalist accumulation. Cammack illustrates his argument with
reference to the World Bank in particular. At this point, one assumption of this study
is that in addition to the World Bank, Cammack’s argument can be applied to the
other institutions and instruments of development aid such as the OECD and the
bilateral donor agencies.

Just like neoliberal critics of aid, critical development scholars have also been
skeptical about development aid but for different reasons. Since the early postwar
era, a strong critique of foreign aid has come from the left as well. Dependency

theorists were among the first to develop a left perspective on aid. In fact, since it is
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a very comprehensive theory analyzing a long historical period ranging from
colonial history to contemporary North-South relations, dependency theorists have
not focused specifically on foreign aid. Rather, they have examined in detail North-
South relations and foreign aid has been a part of that analysis. Given that the major
policy prescription of the dependency school for the periphery was to cut or
minimize the links with the global economy, it is not surprising that it approached
foreign aid with suspicion. For example, in 1971, Szentes argued that foreign aid
would serve only to integrate its recipients even more tightly into the inherently
exploitative global economic system, resulting in a complete loss of independence.*
Similarly, in his analysis of the United States’ aid to Latin America, Frank argued
that aid flows are offset by the outflow of profits, and aid was a vehicle for getting
access to the riches of Latin America for maintaining the present structure of the
American economy.*’

Another strand of the critical literature on aid drew upon classical theories of
imperialism, in which the development aid architecture was depicted as having roots
in the colonial era, and as a tool serving the interests of the core by facilitating the
underdevelopment of the periphery. One of the early critical studies from this
perspective was Teresa Hayter’s book Aid as Imperialism that was published in
1971. Hayter suggests, “the existence of aid can only be explained in terms of an
attempt to preserve the capitalist system in the Third World.”*® She argues that aid

can be used to build social and economic systems considered to be resistant to
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revolutionary change.*” In this regard, aid can also be conditional on certain reforms
adopted by the recipient countries (especially in the areas of land reform and
taxation) in order to prevent the potential revolutionary situations. For Hayter, aid
also helps to create and sustain, in the Third World countries, a class that is
dependent on the continued existence of aid and therefore becomes an ally to
imperialism.*°

The rise of the so-called emerging donors in the post-Cold War period
reinvigorated the debates on development aid as imperialism, but this time in a very
different manner and from a different direction. As has been frequently noted in the
recent debates on “new aid architecture”, the provision of development assistance
by emerging powers (such as China, India and Brazil) has led to a diversification of
actors, ideas and modalities in the field of development aid. The emerging donors
have not only complicated the existing international aid architecture but have also
challenged the mainstream rules and principles of aid, particularly those determined
of the OECD Development Assistance Committee (DAC).' In this context,
traditional donors as well as various policy-makers and academicians from the
developed countries blamed the new donors, especially China, for using
development aid for imperialist ends. Brookes and Shin, for example, claim that,
China’s rapidly expanding influence in Africa is endangering Western goals and
visions for the region since China is supporting African dictatorships, hindering
economic development, and exacerbating existing conflicts and human rights abuses
in troubled countries.>? Naim labeled China’s foreign aid as “rogue aid”, suggesting,

“it is non-democratic in origin and non-transparent in practice.”>* Jones went even

¥ Ibid., 9.
S0 Ibid., 10.

31 Soyeun Kim and Kevin Gray, “Overseas Development Aid as Spatial Fix? Examining South
Korea’s Africa Policy,” Third World Quarterly 37/4 (2016): 651.

52 Peter Brookes and Ji Hye Shin, “China’s Influence in Africa: Implications for the United States,”
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further and called China’s aid “Sino-imperialism.”>* These criticisms may have a
truth in them. It is well known that both traditional donors and the so-called
emerging donors have used and continue to use aid to access resources and markets.
Besides, both the traditional donors and emerging donors have supported dictator
and regimes with human rights abuses for political and strategic interests. But these
recent debates in the West about the imperialist intentions of the emerging donors
are well-meaning, given their silence and hypocrisy on Western colonialism and
imperialism. This concern for the aid practices of the so-called “rogue donors” is not
a concern for the exploitation of the developing countries by these donors. But
rather, this concern is directly related to the challenge that the emerging powers pose
to the US-led capitalist world order. Therefore, this study tries to situate the
challenge of the emerging donors in the larger context of an increasingly multipolar
world. From this perspective, the role of development aid in the post-Cold War
context as an instrument of intra-systemic struggle in a more multipolar world is

analyzed.

1.3. Research Design

1.3.1. The General Method

This study is a qualitative analysis of official development aid. There are
several quantitative descriptive studies, which are very useful in providing
information on aid allocation and disbursement of donor countries as well as on the
sectors, industries and countries receiving development assistance. Such quantitative
studies are very important and made use of in this study. Especially, the statistical
figures and the quantitative data on official development aid published by the

leading development actors, such as the OECD Development Assistance Committee

54 Mark T. Jones, “China and Africa: Colonialism Without Responsibility,” Somalilandpress,
March 20, 2011, accessed October 20, 2016. http://www.somalilandpress.com/china-and-africa-
colonialism-without- responsibility/.
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and the World Bank, are paid particular attention. Moreover, the data on the official
development aid provided by the bilateral aid agencies (for instance, the annual
reports of the leading bilateral aid agencies like the United States Agency for
International Development and the UK Department International Development) are
important sources of information for this study.

Such quantitative studies are very helpful but ultimately insufficient for
critically assessing the impact of development aid or understanding what, if
anything, is new about the so-called “new aid architecture.” Besides, they are not
sufficient to enable us to locate development aid into a systemic framework. There
are two main reasons for this: First, a quantitative analysis is not sufficient to
investigate the usage of aid as a tool in the inter-systemic conflict between two
different socio-economic and political models in the Cold War. A quantitative
analysis provides us with the information on how much aid was given to which
countries. But it requires a qualitative analysis to determine the role of development
aid, for example, as a weapon against the perceived threat of spreading communism.
Second, the quantitative indicators are generally restricted to measuring inputs.
However, the evaluation of the impact and the outcome of development aid require
a qualitative analysis. For example, according to the OECD-DAC figures, the total
amount of official development aid provided by donors was all-time high in 2013
(134,8 billion USD).>® Several quantitative studies on the OECD aid figures, which
simply focused on the surface appearances, considered the 2013 official
development aid amounts as a historical success. But, the very same year, the aid to
the countries most in need, which are labeled by the UN as the Least Developed
Countries (LDCs), fell sharply even though the overall aid was increasing.® In this

regard, a qualitative analysis is required to investigate what lies beneath the fact that

35 OECD, “Aid to Developing Countries Rebounds in 2013 to Reach an All-time High,” OECD
Newsroom, April 8, 2014, accessed December 25, 2016, http://www.oecd.org/newsroom/aid-to-
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donors preferred to provide less aid to the least developed countries while providing
more for the recipients that are relatively doing better.

This study will conduct a critical evaluation of the official documents and
reports, which are influential in shaping foreign aid policy. Moreover, statements,
comments and speeches related to development aid by policy makers are examined.
Besides, an overview of the history of development aid is provided. However,
neither the emphasis nor the contribution of this study is theoretical. The original
contribution it seeks to make is empirical. It is an exploration into the actual practice

of development aid both during the Cold War period and the post-Cold War years.

1.3.2. Theoretical Framework

This thesis benefits from the insights of the neo-Gramscian approach since it
provides useful concepts and analytical framework for a systemic analysis of
development aid in the Cold War and the post-Cold War years.®” This study is
underpinned by the view that development aid was directly related to the United
States’ twin goals of containment of Soviet communism and regulating the relations
between the capitalist states during the Cold War. The Marshall Plan, which is the
first large-scale development aid initiative in the postwar era, was one of the main
instruments through which the US hegemony was established in the postwar era. As
a matter of fact, Neo-Gramscian analyses of the Marshall Plan have provided some
significant insights into the role that development aid played in the construction of
the US-led global capitalist system. For example, Murphy noted, “the Marshall Plan

provided as perfect a demonstration of Gramsci’s formula for securing hegemony as

57 Here we should remind ourselves of Uzgoren’s warning about employing Gramscian concepts
without divorcing Gramsci from the historical materialist tradition. For details, see Elif Uzgoren,
“Consolidation of Neoliberalism through Political Islam and Its Limits: The Case of Turkey,” METU
Studies in Development 45 (December 2018).
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you could ever find.”*® Similarly, Cox suggested that “the Marshall Plan extended
beyond influencing state policies right into the conscious shaping of the balance
among social forces within states and the emerging configuration of historic
blocs.”™ It is surprising, then, that there are no in-depth neo-Gramscian studies on
the role and function of development aid in the aftermath of the Marshall Plan.

This study assumes that development aid, from its beginning in the early
postwar period, has played a role not only in exploitation of the aid recipient
countries by donor countries, but also in ensuring the hegemony of capital over labor
at the global level. Hegemony in the mainstream IR has often been used to imply
leadership or dominance by one specific state based on the military and economic
capabilities. Gramsci’s hegemony, on the other hand, provides a deeper
understanding by “explain[ing] how legitimacy is wielded through economic and
socio-cultural forms, which transform over time.”®® Rather than seeing hegemony
solely in terms of state dominance over other states, neo-Gramscian approach
considers it as “a form of class rule constituted internationally in dialectical
interaction among the social relations of production, the forms of state, and world
order.”! Unlike mainstream IR theory, which reduces hegemony to dominance or
leadership, Neo-Gramscian approach broadens its scope. Hegemony, in this sense,
is

the articulation and justification of a particular set of interests as general

interests. It appears as an expression of broadly based consent,

8 Craig N. Murphy, International Organization and industrial Change: Global Governance since
1850 (Cambridge: Polity Press, 1994), 238 cited in Vickers, Manipulating Hegemony: State Power,
Labour and the Marshall Plan in Britain (Basingstoke: Macmillan, 2000), 15.
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manifested in the acceptance of ideas and supported by material

resources and institutions, which is initially established by social-class

forces occupying a leading role within a state, but is then projected
outwards on a world scale.®?

As Worth notes, “it is the ‘general interest’ that serves as the hegemonic norm,
under which norms and practices are developed and become saturated into civil
society and popular culture.”® Linked to the Gramscian concept of hegemony is
historical bloc, which is key for both constructing and contesting hegemony. It refers
to a form of unity in aims and beliefs among various social-class forces with
competing and heterogeneous interests.%* In the postwar period, a historical bloc led
by the United States emerged with the incorporation of states and societies in
Western Europe (and beyond) into an anti-communist bloc organized around liberal
multilateralism and liberal-capitalist policies. This study assumes that development
aid played an important role in the formation of this historical bloc. In this regard,
from a Neo-Gramscian point of view, the Marshall Plan and the subsequent aid
programs are elaborated as attempts to create a transatlantic historical bloc under the
leadership of US.

Neo-Gramscian approach pays particular attention to the role that intellectuals
play in the construction and contestation of hegemony. In the functioning of
hegemony, they act as social agents that communicate and spread the dominant
ideology’s common sense. As far as aid is concerned, organic intellectuals, drawn
from governments, business associations, academia and trade unions of the core
capitalist countries, played a prominent role in the planning and implementation of
aid programs. For example, experts and researchers from the anti-communist trade
unions in the United States worked in cooperation with the anti-communist trade

unionist in the Western European countries in the implementation of the Marshall

2 Adam D. Morton, Unraveling Gramsci: Hegemony and Passive Revolution in the Global Political
Economy (London: Pluto Press, 2007), 113.
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Plan. Neo-Gramscian approach enables us to examine the role of aid initiatives and
institutions in providing platforms for “organic intellectuals” to attract wider social
forces towards the formation of a historical bloc in support of a multilaterally
managed liberal world economy.

As noted in the literature review section, neoliberal critics of aid offer market
mechanism as an alternative to development aid for tackling poverty, while
conducting an ideological offensive to persuade us that there is no alternative way
to development other than pro-market solutions. This study assumes that far from
being antithetical to free market mechanisms, aid has played an important role in the
US-led neoliberal restructuring process, as it did in the emergence of the preceding
postwar international historical bloc under US hegemony that was characterized by
the Fordist mode of capital accumulation. At this point, neo-Gramscian approach
widens our focus by allowing us to progress from one-dimensional analysis (donor
country—aid recipient country) to a multi-dimensional analysis on how the practices
of development aid in the post-Cold War years are related to a larger hegemonic
project that pursues the incorporation of the remnants of labor into the exploitative
global capitalist relations at the global level. Utilizing an analytical framework
derived from the neo-Gramscian approach, this thesis focuses mainly on aid’s role
in securing consent for, and legitimacy to, the hegemonic project that seeks
proletarianization of the poor at the global level. It aims to show aid’s role and
function in the proletarianization of the global poor, which are comparatively less-
emphasized and insufficiently explored by critical approaches. Here, the implication
is not that aid is the only factor behind the process of proletarianization. It is one of
the many mechanisms of proletarianization developed and used by various actors.

As already noted, this study assumes that development aid, from the very
beginning, was directly related to the subordination of the recipient countries into
the discipline of capitalism. This primary role of foreign aid was not specific to the
Cold War inter-systemic rivalry and continued in the post-Cold War years. Although
development aid is generally associated with the consensual aspect of hegemony,

one should keep in mind that development aid was literally used as a weapon of war
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against the perceived threat of communism during the Cold War. In this regard,
development aid’s coercive role as a strategic weapon against the perceived
communism was more noticeable than its consensual role throughout the Cold War
period. This situation led to the depiction of development aid simply as an
instrument for geo-strategic interests and military supremacy in the struggle between
two superpowers in the mainstream debates on development aid. These analyses are
informed by the mainstream understanding of the Cold War as a typical great power
rivalry based on military competition. Following Saull®, this study considers the
Cold War as a form of global social conflict between the rival social systems of
capitalism and communism involving states and social forces other than the
superpowers. From a systemic point of view, this study traces the change and
continuity in aid architecture by comparing the form and essence of the aid

architecture in the Cold War and in the post-Cold War years.

1.4. Chapter Outline

The remainder of this thesis is organized as follows: The second chapter starts
with a discussion on the definition and measurement of aid. The size of development
aid provided by donor countries is measured and reported on the basis these
definitions. Despite the fact the official development assistance is based on an
internationally agreed definition and its measurement is based on an agreed
methodology, the debate on the appropriateness and credibility of the concept and
its measurement still continues. The aim of this chapter is to examine the origins and
the evolution of the concept of official development assistance (ODA) to
demonstrate how the vagueness of its definition and the inconsistencies in its
measurement contribute to the manipulation and inflation of aid figures and

performances by donor countries.

%5 Richard Saull, The Cold War and After: Capitalism, Revolution and Superpower Politics (London:
Pluto, 2007).
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The third chapter focuses on development aid during the different phases of
the Cold War era. It points out how the changes in the development paradigm in
different phases of the Cold War affected aid policies. The Marshall Plan, as the
first large-scale development aid initiative in the postwar era, is paid particular
attention. Officially known as the European Recovery Program, the Marshall Plan
has laid the foundations of the postwar aid architecture. Most analyses of the
Marshall Plan focus on its unique success and the inspiration that it provided as a
“success story” for the subsequent aid programs. This chapter, following Wood®®,
offers a reinterpretation of the Marshall Plan, suggesting that it is limited neither to
Europe nor to recovery. Accordingly, the Marshall Plan is evaluated not simply in
terms of the quantity and quality of aid provided to Europe, but rather in terms of its
attempt to create a US-led multilateral international economy. During the Cold War,
development aid was directly related to the United States’ twin objectives of
regulating the relations among the capitalist states and containment of communism.
Development aid’s coercive role in the containment of communism was much more
noticeable than its consensual role in the construction of the US-led global capitalist
economy, especially when the Cold War rivalry intensified and the revolutionary
movements in the Third World triggered geopolitical crises involving the
superpowers. In this regard, this chapter focuses on how military and aid policy were
merged and provides an overview of the militarization of aid in the Cold War period.
This overview is also intended to provide points of comparisons for the new forms
that aid has taken in the post-Cold War years. Although the militarization of aid is a
very important aspect of the Cold War aid architecture, development aid was not
limited to being simply an instrument for military ends. The third chapter attempts
to overcome the reduction of aid to an instrument for military or strategic goals by
locating aid into a wider and global systemic struggle. This also requires going
beyond the mainstream theories of the Cold War that play down the socio-economic

dimension of the Cold War and depict it as a typical great power conflict based on

% Wood, From Marshall Plan to Debt Crisis.

31



military competition. Having this in mind, this chapter seeks to build on the systemic
approaches to the Cold War that integrate the geopolitical conflict with the social
and economic dimensions of the Cold War. The objective is to highlight aid’s role
in a wider and global inter-systemic struggle concerning the organization of social
and economic life.

The fourth chapter focuses on the so-called “new aid architecture” in the post-
Cold War years. The first section of the chapter explores what, if anything, is new
about this “new architecture of aid” and traces the change and continuity by
comparing the form and essence of the aid architecture in the Cold War and in the
post-Cold War years. In seeking to understand the emergence of the so-called “new
aid architecture” in the post-Cold War era, this chapter is designed to explore
whether and how aid has played a role in promoting proletarianization and capitalist
competitiveness at the global level in the post- Cold War era. To this end, it first
analyzes the relevance of aid to the hegemonic project that pursues the incorporation
of the remnants of labor into the exploitative global capitalist relations at the global
level. It then focuses on the role of aid in transforming social and industrial relations
to promote the competitiveness not only of aid recipient countries, but also of the
global capitalist system. In this respect, it is to pay particular attention to the so-
called global value chains.

The fifth chapter focuses on the growing number and importance of new actors
of development cooperation, namely the “emerging” donors.” The advent of the
emerging donors (or the Southern providers) has profoundly disrupted the logic of
the traditional development cooperation agenda, based on a clear division between
developed and developing, donor and recipient countries. Much has been written in
recent years about the rise of these “new actors” in the development aid landscape,
challenging the traditional global aid architecture, which has mainly been framed by
Western perceptions, strategies and practices. Among others, China as an emerging
donor undertook some significant and high-profile interventions in the area of
development aid in the last two decades. Therefore, while analyzing the role of

emerging donors in this so-called new aid architecture, China’s development
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assistance is the main focus of this chapter. The main assumption here is that the
recent growth of emerging donors cannot be disassociated from the broader global
trend of economic weight shifting to the East, and the growing role of regional
economic powers. From a systemic point of view, the chapter aims to locate the post-
Cold War development aid into a framework of intra-systemic rivalry among major
powers in an increasingly multipolar world. The chapter will try to situate the
China’s “global aid offensive” in the larger context of an increasingly multipolar
world. The aim here is to examine whether new aid donors and modalities, the
Chinese economic and technical cooperation in particular, are a manifestation of the
emergence of a counter-hegemonic bloc, or a manifestation of the frictions and
tensions within the neoliberal historical bloc.

The sixth chapter attempts to analyze the quantitative data on aid flows
provided by the traditional donors and China in particular. The purpose of the
chapter is to complement qualitative critique of aid with a quantitative review and
to provide insights on the level of development assistance provided to recipient
countries. The most comprehensive source of data on official development
assistance is provided by the OECD-DAC. Based on the OECD-DAC database, this
chapter will critically review the sectorial and geographical breakdown of aid for
different recipients, donors and sectors.

In the final chapter, all these discussions on the “old” and “new” aid
architecture are related to a more general discussion, which critically questions the
purpose and effectiveness of poverty reduction-oriented aid strategies in capitalist

system.
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CHAPTER 2

DEVELOPMENT AID: DEFINITIONS AND ACTORS

2.1. Introduction

The official development assistance (ODA) has an internationally agreed
definition and its measurement has been based on a standard methodology for almost
50 years. However, work on aid terminology, and the debate on the appropriateness
and credibility of the concept still continue.

The size of development aid provided by donor countries is calculated based
on various definitions. Since these definitions, especially the definition of official
development assistance, have immense significance for the assessment and
measurement of aid figures and performances, this chapter starts with descriptions
of the important concepts in development aid. In this respect, the origins and the
evolution of the concept of official development assistance (ODA) is critically
examined in order to show how the vagueness of its definition and the
inconsistencies in its measurement contribute to the manipulation and exaggeration

of aid figures and performances by donor countries.

2.2. The Definition and Measurement of Official Development Aid:

Ambiguities and Inconsistencies

The definition of ODA and the related concepts are largely donor-driven; they
are based on consensus reached by the like-minded donor countries. These
definitions have not been contested by the recipient countries and it has always been

the donor countries that have always decided how development aid should be
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defined, how much aid should be given and the form in which it is to be given.®’ The
most comprehensive work undertaken to develop definitions of what constitutes
foreign aid (what counts as aid and what does not) has been led by the Development
Assistance Committee (DAC) of the Organization for Economic Cooperation and
Development (OECD). The OECD originated as the Organization for European
Economic Cooperation (OEEC), which was formed in 1948 to administer American
aid under the Marshall Plan for the reconstruction of Europe after the Second World
War. The OEEC was reorganized into the OECD in 1961. Established from very
early on under the OECD’s umbrella was the Development Assistance Committee
(DAC), which was a forum for donors on aid-related issues. Originally conceived as
the Development Assistance Group®® in 1960, the Committee has played a very
important role in aid-related institutional developments, which have laid the
foundation for the current aid system. The DAC currently has 30 members® that
commit to use the DAC guidelines and reference documents in formulating
development cooperation policies. The OECD-DAC does not provide aid but seeks
to harmonize development aid policies of its members. Its actions have focused on
monitoring, assessing and reporting the provision of official development assistance.
Even though the United Nation’s specialized agencies, the International Monetary
Fund and the World Bank are also engaged in this work, the DAC has been the
primary forum in building consensus among donors about basic definitions and

statistical norms of development assistance.

7 Roger Riddell, Does Foreign Aid Really Work? (Oxford: Oxford University Press, 2008), 18.
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While the United States remained the biggest provider of foreign aid in the
Cold War period, development aid was institutionalized more generally with the
creation of OECD. The DAC’s collection of statistics on resource flows to
developing countries has its origins in US-inspired attempts to share the burden of
development assistance.”” The DAC has been measuring financial flows from its
members to developing countries since 1961. The first comprehensive survey of
flows of financial resources to developing countries, titled as The Flow of Financial
Resources to Countries in Course of Economic Development, was published in
March 1961, and covered the period 1956-59.7! It was followed by annual reports
and time series were collected from 1961 onward for aggregate flows and from 1973
for country level activities.” Initially, the OECD-DAC member states (donors)
simply reported any financial flow or physical flow (goods and services) to
developing countries as aid, which seemed to be based on the understanding that
whatever comes from them must always be useful for the development efforts of the
poor countries. Almost any flows from the developed countries to the developing
countries, including grants, loans, export credits, private investments and other
sources of private finance were all considered as aid without distinction. The OECD-
DAC defined in 1962 that aid should cover’:

- All loans and investments by the private sector, for a period longer than 1

year

- Loans by the public sector, for a period longer than 1 year
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36



- Grants by the public sector

- War compensation payments

- Loan consolidations

- Export credits

- Net contributions to multilateral organizations

The OECD-DAC’s equation of development aid with all kinds of flows,
including the non-developmental commercial loans, had its critics as early as 1960s.
For example, Myrdal criticized the OECD’s aid recordings in the 1960s, pointing at
the regularly and systematically blurred distinction between official development
assistance and commercial flows in the official OECD-DAC statistics. He stated that
the DAC’s aid statistics included private flows to the developing countries, which
are indeed business transactions that would have never been considered as aid when

74 He examined the aid figures and statistics

made between developed countries.
published by the DAC during 1960s and suggested that they suffer from a

definitional ambiguity that can be misleading for the researchers:

The first thing to note is that in the table headings DAC secretariat uses
the terms “the flows of financial resources.” It is legitimate to assume
that this term is chosen in order not to have to exclude items that have
no aid element, particularly private investments and credits. The fine
point that DAC statistics record all sorts of “flows,” whether having the
character of aid or not, is regularly and systematically forgotten by
persons the world over when they make use of the figures.”

Criticizing the widespread practice of equating commercial flows with
development aid by economists, politicians, journalists and international

organizations, Myrdal pointed out that the DAC did “little or nothing to prevent this

opportunistic misuse of the figures.”’® He argued that the ambiguity surrounding the

74 Gunnar Myrdal, The Challenge of World Poverty: A World Anti-Poverty Program in Outline
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definition of aid was created and maintained on purpose by the OECD- DAC to
make the amount of aid seem more than it really was.

In the face of such criticisms, one of its first challenges of the OECD-DAC
was to produce agreement on requirements for financial flows to be considered as
foreign aid. In 1968, the DAC established an Ad Hoc Group on Statistical Problems
to elaborate the concept of official development assistance and to define the official
concessional element of resource flows for development. 77 By 1969 the
standardization of terminology was almost complete, including a qualitative and
quantitative definition of official development assistance. The definition was further
elaborated in 1972, adding a more clear definition of “grant element” and replacing
the previous term “social development” with “welfare.” Finally, ODA was defined
as grants or loans to countries on the DAC List of ODA Recipients and to multilateral
institutions undertaken by the official sector, administered with the promotion of
economic development and welfare of developing countries as the main objective,
and are concessional in character having a grant element of at least 25 per cent
(calculated at a rate of discount of 10%).7®

This definition has remained valid to date and ODA has become the measure
used in all assessments of aid performances. The OECD-DAC’s definition includes
both qualitative and quantitative components. A flow must fulfill the following four
criteria to be considered as ODA: 1) it must be provided by the official sector; 2) the
recipient country must be on the OECD-DAC’s list, 3) it must have the purpose of
promoting economic development, 4) it must be concessional with a minimum 25
percent grant element.” In addition to being provided by an official source and
having a grant element, “intention” seems to be an important component of the

definition of ODA. The OECD-DAC considers a grant or loan as development

77 OECD, Measuring Aid: 50 Years of DAC Statistics, booklet, April 2011, accessed March 24, 2016,
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assistance if the promotion of welfare and development is its “main objective.”
According to the OECD definition, then, a donor’s declared intention of promoting
development is enough to define an activity or financial flow as development aid,
even if it fails to increase the welfare or inflicts damage to a recipient country. The
OECD-DAC’s official aid figures simply reflect the amount of aid provided by the
donors with the intention of promoting development, but they do not say much about
its impact on the recipient country. Indeed, the success or failure of aid does not
seem to matter at all, the declared intention suffices. Riddell attracts attention to the

problems arising from this purpose-based criterion:

A key problem with purpose-based definitions is that purpose is a very
slippery concept, the meaning of which is open to a wide variety of
interpretations. Who is to judge whether a particular form or type of aid

is intended to contribute to development, and what criteria should be

used to judge whether the purpose-based criteria are met? If aid is

provided in part to contribute to development and human welfare and in

part to achieve other purposes-political, strategic or commercial-then

how should these mixed-purpose transfers be treated?%

Riddell seems to have a point, given the fact that there is a wide disagreement
on what economic development means, and there is more disagreement on how it
can be achieved - even among those like-minded donor countries of the OECD-
DAC. Besides, if all resource flows, which were provided with the intention of
promoting economic development, are counted and reported as ODA then the
implication would be that aid always fulfills its developmental objectives and never
fails. For example, quantitative aid data might include construction of a hospital
worth millions of USD in an African country. However, it does not tell whether it
operates effectively, or it has sufficient medical equipment and qualified doctors. In
fact, it does not even tell whether hospital is operational or not.

By contrast, compared to having development “as the main objective,” the

minimum grant element seems like a more objective criterion at first glance.

80 Riddell, Does Foreign Aid Really Work, 20.
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However, this criterion is also problematic. Most ODA is provided in the form of
grants. Nonetheless, concessional loans — loans provided on favorable terms to
developing countries — also occupy an important space in aid statistics. A
concessional loan has a lower interest rate than the market rates, a relatively long
maturity and an initial grace period during which no repayments are made.
According to the OECD definition, a loan from the official sector is counted as ODA
if the grant element is at least 25 per cent. In the ODA figures, any loans with a grant
element of over 25 per cent are fully reported in the ODA figures in their entirety
and the repayments on loans in the following years are subtracted from ODA .3 All
concessional loans meeting the minimum 25% grant element requirement — whether
it is 26% or 99% — are treated equally in the current reporting system and the full
loan amount is reported as ODA. One might argue that these figures are
consequently corrected when the repayments on loans in the following years are
subtracted from ODA. Principal repayments are subtracted from gross ODA loans
once they are made by the recipients. However, this measure, according to current
OECD directives, does not consider the interest repayments, which are not
subtracted from net ODA. This means that, in practice, a significant amount of
money paid from the developing countries to the donors in the form of interest
payments on ODA loans is ignored in the ODA statistics. The fact that interest
repayments are not deducted from gross ODA loans overstates the net value of ODA
resources transferred to recipient countries. According to a study carried out in 2013
by an independent research group, “if interest repayments are considered, the net
resource flows associated with global ODA are approximately $ 5 billion per annum

lower than the reported total net ODA figure suggests.”?

81 The OECD -DAC is changing these rules on how donor lending is counted as aid. In future, only
the grant element rather than full value of the loan will be counted as official development assistance
and repayments will no longer be subtracted from donors’ ODA. In addition, there will be new
thresholds for lower- and middle-income countries to determine which loans count as ODA. These
rules were proposed in 2014 and are due to be in full force by 2018.

82 Rob Tew, “ODA Loans: ITEP Discussion Paper,” April 2013, accessed April 14, 2016,
http://devinit.org/wp-content/uploads/2013/08/ODA-loans-discussion-paper-v1.0-2.pdf.
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Another important problem related to the grant element is the 10 percent
discount rate that is used to calculate it. To assess the grant element of a loan, the
present value of a loan provided, as aid must be compared with the present value of
a loan with 10 percent interest rate. This 10 percent is a conventional figure used as
an approximation of the donor’s opportunity cost of lending the money rather than
investing it. The difference between the two present values must be at least 25
percent for the loan to qualify as ODA. However, discount rate of 10 percent, which
was set in the 1970s at a time of higher market interest rates, no longer reflects a
donor’s real opportunity cost of lending in an environment characterized by much
lower interest rates since the 2000s, especially in the aftermath of the global financial
crisis in 2008. In real market conditions characterized by lower interest rates, 10
percent discount rate enables a donor to report the loans made from market-raised
funds, on which a profit could be made, as ODA. In the low interest rate
environment of the early 2000s, a donor could easily borrow a long-term loan at very
low interest rates, re-lend to the recipient countries at several percent higher rate,
and made profit while still meeting a grant element exceeding 25% when
discounting at 10 percent per year.®® In face of criticisms against an arbitrary 10%
discount rate, which was too high in a global low interest environment, the chair of
the OECD-DAC suggested revising the discount rate in 2003 and 2004 annual High
Level Meeting of the DAC. This proposal did not reach a consensus and was
rejected by the donor countries. The discussion disappeared for a while as interest
rates rose again but came back on the agenda in 2008 when rates fell sharply due to
the financial crisis. In this period, the concessionality definition of the OECD-DAC
was again unable to prevent mixed lending practices from donors that reported
profitable loans as ODA. In 2013, the OECD stated that three DAC members -

European Union, Germany and France- included in their ODA reporting vast

83 David Roodman, “Straightening the Measuring Stick: A 14-Point Plan for Reforming the
Definition of Official Development Assistance (ODA). CGD Policy Paper 44,” June 2014, accessed
October 2016, http://www.cgdev.org/publication/straightening-measuring-stick-14-point-plan-
reforming-definition-official-development.
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amounts of profitable loans that should not have been considered as concessional.®*
Moreover, it was noted that these loans were mainly used by middle-income
countries to which the World Bank provides loans only on non-concessional loans.
Through this practice a major inconsistency has been introduced in DAC statistics,
since loans provided by multilateral and bilateral donors at similar terms to the same
recipient country were treated differently.

From a discussion between the DAC Secretariat and the above-mentioned
donor countries (France, Germany and the EU), the debate broadened in 2012 to
include all DAC members.®® There were different views on the interpretation of
concessionality and the consensus was not reached on how to revise the discount
rate. Consequently, members asked the DAC Secretariat to facilitate the debate and
to “establish, as soon as possible, and at the latest by 2015, a clear, quantitative
definition of concessional in character, in line with prevailing market conditions.””
In the meantime, the donors reached a transitional compromise until the revised
definition of concessionality is agreed upon by 2015. In this compromise, the DAC
Secretariat, rather than imposing a uniform standard, acknowledged differences of
interpretations among members about “concessional in character” and allowed
different donors’ aid practices being assessed by different standards that were
defined by the donors themselves. This led to another inconsistency, where the same
loan could be reported as aid when provided by Germany and not aid when provided
by France.

As a response to the donors’ request, the OECD-DAC secretariat proposed a
system for calculating grant element in 2014. According to the new system, only the

grant element rather than full value of the loan will be counted as official

8 OECD, “Note on the treatment of loan concessionality in DAC statistics,” OECD, accessed
November 19, 2017, http://www.oecd.org/dac/stats/concessionality-note.htm.

$5Stephanie Colin, “A Matter of High Interest,” January 2014, accessed November 19, 2017,
http://www.eurodad.org/amatterothighinterest.

8 QECD, “Options on Concessionality,” May 27, 2014, accessed November 12, 2016,
http://www.oecd.org/dac/stats/documentupload/DCD-DAC%282014%2929-ENG.pdf.
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development assistance in future. In addition, 10% discount rate used in the
calculation of grant element will be replaced by three discount rates, differentiated
according to the recipient country’s income category.®” The new system was in force
starting with 2015 aid flows. During a three-year transition period both the new and
current system will be run in parallel and the new system will become the standard
for reporting from 2018 on. It means that as of 2018 loans will be reported according
to the new rules, but this will not have an impact on figures until then. The DAC
claims that the changes brought by the new system “conveys a fairer picture of
provider effort” and “strengthen the integrity of DAC statistics and the transparency
of development cooperation.”® However, one should keep in mind that these
changes were made after it was noted that France, Germany and the European Union
had reported huge amounts of “concessional” loans at interest rates above their own
borrowing costs.*

So far, the OECD-DAC has allowed large volumes of loans to be reported as
ODA even though they did not meet the requirements of the existing definition of
ODA. Besides, it has also allowed donors to use different practices in reporting their
loans, instead of providing a uniform standard. Then, it came up with a new system
of grant element calculation, claiming that it will provide a fairer picture of aid

efforts. At this point, a question arises as to what prevented the OECD-DAC from

87 For the details, see Agence France Trésor, “The New Rules for Official Development Assistance
Loans,” March 2016, accessed April 19, 2017,
https://www.tresor.economie.gouv.fr/Ressources/File/423394. As already noted, the threshold for
ODA celigibility was set at a grant element of 25%. But, under the new system that is supposed to be
in full force in 2018, loans to the least developed countries (LDCs) and other low income countries
(LICs) must reach a grant element of at least 45% to be reportable as ODA, while lower middle-
income countries (LMICs) will require only a minimum 15% grant element and upper middle-income
countries (UMICs) a minimum 10% grant element. Besides, the discount rate will be determined by
the donors' financing terms, as measured by the reference rate applied in the IMF debt sustainability
and debt limits, plus a risk premium set in accordance with the recipient country's category: 1% for
UMICs, 2% for LMICs, and 4% for LDCs and LICs.

8 OECD, “Why Modernise Official Development Assistance? - OECD,” July 2015, accessed
September 10,2016, http://www.oecd.org/dac/financing-sustainable
development/Addis%20flyer%20-%200DA..pdf.

8 QECD, “Note on the treatment of loan concessionality in DAC statistics.”
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providing a “fair picture” of donor efforts in the first place. The DAC is silent as to
why the current reporting system was allowed to provide a “less fair” picture of
donor effort for so long. As a matter of fact, the DAC avoids taking responsibility
for allowing the inconsistent reporting practices across donors in the current system,
simply stating that the revised system will provide solution to these inconsistencies
in the current system. In other words, The OECD-DAC presents itself as part of the
solution to the problems it has created over the years by turning a blind eye to the
inconsistent ODA reporting practices of the different donors. Despite these recent
attempts to make improvements in the reporting system, the practice of reporting
profitable commercial loans as ODA widely continues.

To clarify the ambiguities associated with the activities to be considered as
ODA, the OECD-DAC has established ODA reporting guidelines that defines in
detail what qualifies as ODA and what does not. It is a set of reporting directives
against which all the OECD-DAC members report annually. According to the
OECD-DAC statistical reporting directives, the DAC members have agreed to the
following limits on ODA reporting to reduce the scope for subjective interpretations
and promote comparable reporting”’:

-Provision of weapons and military equipment including the forgiveness

of debts arising from military purposes, are not reportable as ODA.

-In line with the exclusion of military costs, expenses related to
peacekeeping operations are not reportable as ODA. However,
expenses for some developmental activities within the framework of
peacekeeping operations are counted as ODA.

-Financial and in-kind support to the recipient’s police force,
paramilitary operations or intelligence service operations are not
reportable as ODA. However, expenditure on police training is

reportable as ODA.

% QECD, “Is It ODA?-Fact Sheet,” November 2008 , accessed February 01, 2016,
https://www.oecd.org/dac/stats/34086975.pdf.
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-Assistance to refugees in developing countries is counted as ODA.
Assistance to refugees in donor countries coming from developing
countries is only reportable as ODA during the first 12 months of their
stay.

-Scientific research, which is directly related to the problems of

developing countries, is counted as ODA.

Although these limitations were meant to prevent subjective interpretations of
ODA, the OECD have repeatedly admitted in recent years that “while the definition
of official development assistance (ODA) has not changed since 1972, some changes
in interpretation have tended to broaden the scope of the concept.”®! The OECD-
DAC members have constantly sought to broaden the definition of ODA after the
establishment of the internationally agreed definition. Since 1972, the OECD-DAC
members have agreed to include the following expenditures as ODA in their
reporting to the DAC%:
- administrative costs of managing aid flows (since 1979)
- implicit subsidies of tuition costs of students from developing countries
studying in donor countries (since 1984)

- assistance provided to refugees during the first year after their arrival in the
donor country (eligible to be reported as of the early 1980s but widely used
since 1991)

- the ODA-eligible component of bilateral contributions to peacekeeping
(since 1994)

- six defined items of expenditure in the fields of conflict, peace and security
(since 2004)

- 6% of DAC members’ multilateral contributions to UN peacekeeping (since

2007)

91 OECD, Development Cooperation Report 2016: The Sustainable Development Goals as Business
Opportunities (Paris: OECD Publishing, 2016), 305.

%2 Ibid.
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Even though the establishment of limitations on the internationally agreed
definition and standardization of reporting methods seemed to provide a solution to
the confusion of aid with other types of financial transfers, the uncertainty over what
constitutes ODA have increasingly continued to this day. In 1990, the World Bank
stated, “many ‘aid’ programs in donor countries cover an assortment of activities
(including commercial and strategic initiatives) which often have, at best, a tenuous
connection with development.”®® It also noted that the definition of ODA excludes
military assistance but “the borderline is sometimes blurred; the definition used by
the country of origin usually prevails.”**

As a matter of fact, the distinction between development aid and military aid
has always been clouded since the early postwar period. Furthermore, as
development aid has become more integrated into military initiatives, it has become
harder to determine what counts as development or military aid. Before the DAC
defined the terms of aid more precisely, the supply of military equipment and
services had been widely reported as ODA. As will be shown in detail in the
following sections, the United States always included military aid in the 1950s and
1960s in its development aid figures. In an equivalent manner, Japan, for example,
regarded the war reparation payments to some Southeastern countries as the
beginning of its aid program in the 1950s.%° But even though the internationally
agreed definition clearly excluded military aid, the practice of reporting military aid

as ODA continued even afterwards. For example, the USA included substantial

93 World Bank, World Development Report 1990: Poverty (New Y ork: Published for the World Bank,
Oxford University Press, 1990), 127.

% Ibid., 253.

95 Ministry of Foreign Affairs of Japan’s website suggests that the historical background of Japan's
financial assistance starting as providing reparations and economic cooperation in tandem therewith
to Asian countries. For details, see Ministry of Foreign Affairs of Japan, Japan's ODA:
Accomplishment and Progress of 50 Years, accessed November 20, 2016,
http://www.mofa.go.jp/policy/oda/cooperation/anniv50/pamphlet/progress1.html.
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amounts of military debt cancellations in its ODA statistics in 1990.%° From 1990 to
1992, military debt forgiveness remained reportable as ODA by the donor countries
but was excluded from the OECD-DAC total. However, the OECD’s annual
Development Cooperation Report, which was published in 1992, declared that
military debt forgiveness would be excluded from the ODA reports in the following
years, while the forgiveness of other non-ODA loans (mainly export credits) would
continue to be recorded as ODA. The report also stated that the DAC members
considered forgiveness of military debt and of export credits as equally important in
terms of their economic effects and contribution to development, but they decided
not to report military debt cancellations as ODA “in deference to concerns expressed
over public opinion impacts.”®’ In other words, the DAC members recognized
military debt cancellation as ODA, but agreed not to include them in ODA figures
due to public opinion concerns. While the DAC excludes the military aid from the
definition of ODA, its approach to the issue of military debt forgiveness is
illustrative of the blurred distinction between military and development aid.

The problem of distinguishing development aid from military aid is further
complicated by the issue of fungibility. Aid fungibility can be defined as the
reallocation of aid funds provided for a specific purpose to other projects and
programs, whether they are development-related or not. The inflow of development
aid funds may provide the recipient with the opportunity to switch its own resources
to a range of non-developmental projects and activities, including the ones for
military purposes. For example, a recipient government may ask a donor to finance
health or education sector to free up its own resources to buy military equipment. As
a result, what counts as development aid may indirectly contribute to the provision
of military equipment and services. Similarly, providing military aid may also

provide the recipient with the opportunity to divert its resources to the other sectors.

% Kunibert Raffer and Hans Wolfgang Singer, The Economic North-South Divide: Six Decades of
Unequal Development (Cheltenham: Elgar, 2001, 91.
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Fungibility has always been an important aspect of postwar aid architecture since
the early postwar period. For example, in his account of the military aid to Turkey
under the Truman Doctrine in 1947, Joseph Jones notes that “...Turkey was in
dilemma between financing her defenses and strengthening her economy, and both
were sorely needed. It was there decided to supply military rather than economic aid
to Turkey, in the knowledge that, if helped with the military burden, Turkey could
probably qualify, with some delay, for large scale economic reconstructions loans
from the World Bank and the Export-Import Bank.”® Jones’ account on the subject
clearly shows that donor countries took advantage of aid fungibility from the early
days of postwar aid and the distinction between military aid and development aid
was treated as artificial.”’

The attempts to merge military and development aid increasingly continue.
Most recently, in the OECD Development Assistance Committee High-Level
Meeting in February 2016, the OECD-DAC members agreed to include more
military and security-related costs as ODA. In the Communique that was published
after the meeting, it was stated that “development, human rights, and peace and
security are indivisible and interrelated” and the OECD-DAC members agreed to
“update and modernize” the ODA reporting directives regarding activities involving
the military and the police as well as activities preventing violent extremism.!?’ The
activities that can be reported as ODA include capacity building for security
institutions for the prevention of extremist or terrorist threats, training of partner
country military personnel with a developmental purpose, financing to support non-
routine civil policing functions such as training in the safety, security and storage of

lethal weapons. The Communique suggests that when assessing the ODA eligibility

%8 Joseph Marion Jones, The Fifteen Weeks: February 21 - June 5, 1947. (New York: Harcourt, Brace
and World, 1955), 162.

9 Robert E. Wood, From Marshall Plan to Debt Crisis: Foreign Aid and Development Choices in
the World Economy (Berkeley, CA: University of California Press, 1986), 11.
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of security-related activities, their purpose must be considered. Accordingly,
military and security-related aid can be reported as ODA if “their primary purpose
is developmental.” !°! Here, the OECD-DAC once more uses a purpose-based
definition to distinguish the ODA eligible component of military aid from the non-
ODA eligible component. Military aid is assessed, not in terms of its impact, but in
terms of a donor’s intention. The Communique repeatedly notes that military aid is
excluded from ODA and only a limited number of military and security-related
activities that contribute to development services and benefit civilians will be ODA-
eligible. However, there are no mechanisms to oversee whether the military aid
really benefits civilians and carried out for developmental purposes. For example,
there are no mechanisms to ensure that security forces of a recipient government,
which are provided by a donor country with military equipment and training for
preventing violent extremism, will not use these equipment and skills against non-
violent civil opposition groups in their country. As a matter of fact, given the OECD
criteria, there is no logical reason not to consider military activities as ODA-eligible
if security forces shoot or kill with the intention of promoting development.'?*

So far, it has been argued that the borderline between the other types of aid
(military and commercial) and ODA has always been blurred from the very
beginning. Besides, the broadening of the scope of the internationally agreed
definition of ODA has allowed various activities and expenditures to be subsumed
under ODA in the following years, although their contribution to economic
development is dubious. By blurring the distinction between diverse types of aid and
labeling more and more field of activity as ODA, donor countries have reported
higher amount of ODA than they have provided under the internationally agreed

definition. The OECD recognizes that changes in the interpretation have broadened
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the scope of ODA substantially but refuses to specify the quantitative impact of

broadening quoting the difficulties with data collection and coverage as an excuse:

Precise quantification of the effects of these changes [in the

interpretation of ODA] is difficult because changes in data collection

methodology and coverage are often not directly apparent from
members’ statistical returns. The amounts involved can, however, be
substantial.!®

The explanation that the DAC provides for its failure to track and quantify
“substantial” amounts of money is the inadequate quality of the statistical returns
from the donor countries. This casts severe doubts on the quality and the consistency
of the aid figures published by the OECD-DAC. At this point, it is difficult to
understand why the OECD-DAC regularly collects and publishes the aid figures that
the donor countries provide if the quality of the statistical returns from the donors
were so poor. Broadening has obviously and increasingly inflated ODA even though
the OECD-DAC refuses to specify the quantitative impacts of broadening. For
example, according to Raffer’s calculations, ODA flows between 1992 and 1994
would have been more than 40 percent lower if the internationally agreed definition
of ODA had been strictly applied by the OECD-DAC.!%

As already indicated, The OECD-DAC members have boosted aid statistics
by expanding the coverage of ODA with the activities that have doubtful or no
noticeable developmental impact. But, even more problematic is the fact that many
donor countries are misreporting ODA that they provide by including costs and
transfers that should not be counted as ODA under the existing OECD guidelines.
While the OECD aid statistics have been inflated due to broadening of the scope of
the concept, it is further inflated due to misreporting. A recent study by Concorde,

the European NGO Confederation for Relief and Development, documents that
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some of the expenditures EU countries report as aid do not translate into a transfer
of resources to developing countries.!% In fact, some of these activities that are
reported as ODA could be considered as inhumane, let alone being developmental.
For instance, Spain reports as ODA the costs of supporting and equipping security
forces in transit countries to keep the refugees away from its borders.!*® The Spanish
aid is spent on helping transit countries patrol their land borders and forming barriers
to the routes of migration in Africa.'”” The police forces in the transit countries such
as Morocco, Mauritania and Senegal are provided with equipment and training to
detect and stop migrants before they reach European countries.'® In a similar
manner, Malta has reported as ODA the money that it spent to build migrant
detention centers, where the migrants are held under bad conditions.'* These
expenditures on security precautions against refugees should not have been reported
as ODA according to the OECD directives on reporting refugee costs, which clearly
states that “policing and border patrol at entry points, transit routes or
accommodation centers” are non-ODA eligible.!!” The practice of reporting the

security related expenditures as ODA leads to further subordination of development
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aid to security and military objectives, while inflating the amount of aid provided by
the donors. According to Concorde’s calculations, which are based on the figures in
the OECD database, the EU member states and the European institutions inflated
their aid flows €7.1 billion in 2014 and almost €10.5 billion in 2015.!!!

The concept of official development assistance has been further eroded when
the OECD proposed a new concept to measure development aid in support of the
2030 Agenda for Sustainable Development, which replaced the Millennium
Development Goals in September 2015.''? This new international statistical measure
that is currently being developed by the OECD is called Total Official Support for
Sustainable Development (TOSSD). The stated purpose of TOSSD is to measure
flows and activities that could be considered developmental but are not currently
captured in official development assistance. In 2014, OECD-DAC ministers agreed
that the measure of total official support for sustainable development would
“potentially cover the totality of resource flows extended to developing countries
and multilateral institutions in support of sustainable development and originating
from official sources and interventions, regardless of the types of instruments used
and associated terms, including both concessional and non-concessional financing
provided through various instruments.” TOSSD, while still under construction,
seeks to capture both concessional and non-concessional resources and thus includes
both ODA and the resources that are made available to the developing countries by
private sector. In the discussions on the proposed measure of TOSSD, official
development assistance has been questioned with respect to whether it properly
reflects the full measure of resources provided by the donors for development efforts
in the developing countries. While the debates on the relevance and credibility of

ODA in measuring developmental efforts continue, surprisingly, the harshest

11 Pereira and Sienkiewicz, Concord Aidwatch 2015, 15; Webb, Hoehn, and Keonig, Concord
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criticism to the concept of official development assistance has come from the
OECD-DAC itself. The recent OECD-DAC publications repeatedly state that the
current definition of official development assistance fails to provide us with the full
picture of resources available to developing countries in the post-2015 development
agenda.''® In a very ironic manner, the OECD-DAC has been undermining the ODA
concept, which was defined and updated by the DAC itself, by implying that it is
inadequate to provide us with a complete picture of developmental efforts. On the
other hand, TOSSD measure is showcased by the OECD as a mechanism, which will
provide us with a full picture of the donor efforts in supporting the development of
the poor countries. Even though the DAC argues that the TOSSD measure will
complement and not replace ODA measure, it underlines that there are various
activities and flows, which are developmental, but are not included in ODA.!'!* By
doing this, the OECD implies that, compared to TOSSD, ODA is limited in
capturing the whole financial and material flows that are assumed to benefit
development in the poor countries.

Indeed, the OECD-DAC already has a measure for the official flows that are
not captured in ODA. This measure, which is called Other Official Flows (OOF), is
defined as transactions by the official sector, which does not meet the conditions for
eligibility as ODA, either because they are not primarily aimed at development, or
because they are not sufficiently concessional. At this point a question arises as to

» 115 necessitates

why “fuller picture of resources available to developing countries
the introduction of a new measure like TOSSD, rather than clarification and better
measurement of ODA and OOF that already exist. After all, TOSSD does not offer
a better statistical measure. By recognizing private sector flows as developmental

and combining them with ODA, it simply blurs the distinction between aid flows
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and commercially motivated flows - a distinction that was embodied in the
difference between ODA and OOF.

According to the OECD-DAC’s definition of ODA, a grant or loan is
categorized as development assistance if its main objective is promotion of
economic development. As already indicated, in the early years of the OECD DAC,
before the emergence of the internationally agreed definition in 1969, the donors
simply reported any financial and material flow to the poor countries as aid without
considering whether it is made for commercial or developmental purposes. This
approach seems to enjoy a revival within the donor community nowadays, as the
development of the TOSSD framework has again started to blur the distinction
between commercial flows and aid flows, as well as the distinction between private
sector and development actors. Unlike ODA, the TOSSD measure does not consider
“having economic development as the main objective” as a necessary criterion for
considering a grant or loan as developmental. According to the OECD-DAC, profit-
seeking, commercially motivated and self-interested activities and flows would

equally qualify as developmental in the TOSSD framework:

The TOSSD concept aims to cover a broader range of activities that
support sustainable development in developing countries, not
necessarily with development as their primary objective. This means it
will be better aligned with the principle of mutual benefit. Accordingly,
a TOSSD project could serve equally the interests of other countries
involved — instead of principally focusing on the development of one of
the countries involved. These interests may be developmental, but could
also be of a commerecial, cultural or political nature.''®

As this statement clearly shows, the DAC has recently gone back to its old
habit of labeling any financial or material flow from developed countries to poor
ones as developmental, even if they are of commercial or political nature. At this
point, this study assumes that the TOSSD, with its emphasis on developmental

impact of private sector and market mechanisms, is part of an attempt to integrate

the private sector more formally into international development agenda of the
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bilateral and multilateral development institutions. As matter of fact, throughout the
evolution of development theory and policy, the private sector has always been
considered as a major partner and vehicle of development cooperation contributing
to poverty reduction by creating jobs, building infrastructure and supplying goods
and services. The emphasis on the private sector as an instrument or tool of
development cooperation is not new. What has been different and distinctive about
the TOSSD measure is the increasing emphasis on private sector, not just as target
or vehicle of development but as its primary actor. Current approach of the leading
development actors, such as the OECD and the World Bank, shows a clear tendency
to give private sector a more prominent or even leading role in the design and
implementation of development policies and strategies at the global level.
Intertwined with this emerging agenda has been the reconceptualization of official
development assistance, which has been increasingly considered as complementary
to private sector-led development efforts rather than in and of itself funding
development efforts. For example, the OECD-DAC has recently defined ODA as “a
drop in the bucket compared to other international financial flows.”''7 In 2016
OECD Ministerial Council Meeting, OECD Ministers stated that that “the strategic
use of ODA to catalyze private capital is a growing priority for...development
cooperation efforts.” ''® What the OECD suggests is that that bilateral and
multilateral development actors can only play a catalytic role, not a leading in
development. It increasingly highlights private flows as a superior alternative to aid
flows, whereas ODA, which had traditionally been considered as the more
appropriate tool to engage in development finance, is presented as supplementary to
private sector and market-determined processes. In this respect, rather being simply

considered as a new metric to capture resource flows including and extending
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beyond ODA, the TOSSD measure must be evaluated in the context of this
reorientation of ODA around a focus on the private sector as both purpose and source
of development finance.

As Raffer suggests, “the history of ODA recording is, in fact, a history of
tinkering and cooking data.”!!” The OECD has broadened the scope of ODA over
time by including activities and flows that have a tenuous or no relationship with
development. Moreover, it is relying on an obsolete, 45-year reference rate of %10
to determine whether a loan qualifies as ODA. As already argued, this reference rate
may have made sense in 1972, when it was adopted, but it does not make sense in
today’s international environment of low interest rates. The problem of distorted and
miscounted aid figures, however, is not simply a matter of methodology. The
OECD-DAC is an exclusive club of Western donors that takes decisions on what
count as aid or not. The donors are much more eager to change the aid measuring
rules when it moves their aid figures upwards rather than downwards. Moreover, aid
figures produced by each donor, which form the basis of the OECD’s aid statistics,
are never reviewed and checked by the recipient countries or independent
institutions. ODA figures produced by each member state are only reviewed by other
DAC members by means of a process called “peer review.”'?® The OECD-DAC
double monopoly on data production and performance evaluation casts severe
doubts on the reliability of the OECD’s aid statistics. The above-mentioned
inconsistencies in aid reporting and widespread distortion of aid figures by the

donors confirm these suspicions.

2.3. Conclusion

So far, it has been shown that aid figures have been inflated and misreported

by the donors in numerous ways. However, even if all quantitative aid data were

119 Kunibert Raffer, Debt Management for Development, 246.
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accurately calculated according to the OECD-DAC standards, they still would not
provide us with an accurate picture of the impact of aid. Quantitative aid figures
based on the OECD-DAC’s ODA definition and measurement methodology are
insufficient for assessing developmental impact of aid to developing countries since
they are based on inputs rather than on results. In other words, ODA 1s measured by
the quantity of material and financial flows to the recipient countries (as reported by
the donors), not by their developmental impact or quality. ODA measure does not
tell us anything about the outputs and impacts that are reached through the projects
and programs financed by the donors. According to the OECD-DAC figures, the
total amount of official development aid provided by donors was all time high in
2016 (142,6 billion USD). Several quantitative studies on the OECD aid figures,
which simply focused on the surface appearances, considered the 2016 official
development aid amounts as a historical success. But, the very same year, the aid to
the countries most in need (labeled by the UN as the least developed countries) fell
by 3.9% in real terms from 2015 and aid to Africa fell 0.5% even though the overall
aid was increasing.'?!

Similarly, ODA figures reflect how much aid is provided to the health sector
in the developing countries, but they do not tell us how much of it getting through
to the people in need or how effective and successful these aid projects have been in
terms of objectives. For example, despite global aid totaled USD 131.6 billion in
2015, World Health Organization (WHO) reported 5.6 million early child deaths for
the same year, more than half of which were due to conditions that could be
prevented with access to simple and affordable interventions.'?? Besides, when total
development aid reached a new peak of 142.6 billion in 2016, most of this amount

was spent within the boundaries of the donor countries to cover the costs of the
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refugee crisis.!?* The analyses simply focusing on quantitative data have interpreted
these huge increases in aid money as a sign of the donors’ generosity and
commitment. It is understandable that a huge increase in the amount of aid may be
considered as a positive development. However, a pure quantitative assessment of
development aid obscures something quite important - that the increase in aid is not
reaching to the poorest people, meaning the impact of aid on poverty reduction and
development efforts is not what it might appear from the quantitative aid data.
Another significant problem with the official development assistance is that
not only does it not really reflect the real impact of the development assistance in
the recipient countries, but it also fails to reflect what leaves the recipient country
due to aid in the form of repayments on credits or illicit financial flows. Moreover,
ODA does not capture and subtract the externalities that come along with the
development aid projects, such as environmental problems and resource
degradation. The introduction of a new measurement framework, the TOSSD, might
seem like an attempt to resolve these deficiencies. However, rather than solving
these ambiguities related to the definition and measurement of ODA, the TOSSD
makes things more complicated by blurring the distinction between private sector
actors and development actors. With its emphasis on the private sector not just as a
vehicle but the primary actor of development, the TOSSD should be considered as
part of an attempt to create a new policy platform, where private sector leads the
other development actors in adopting aid policies that contribute to the preservation
of the environment in which capitalism operates. In the context of the current crisis
of capitalism, this new development policy platform can be considered as an attempt
to use aid in a way that limits the self-destructive tendencies of capitalism by

managing the competition among private sectors.
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CHAPTER 3

THE EVOLUTION OF DEVELOPMENT THEORY AND AID DURING
THE COLD WAR ERA: THE ROLE OF DEVELOPMENT AID IN
THE INTER-SYSTEMIC CONFLICT

3.1. Introduction

This chapter explores the actual practice of development aid during the Cold
War period. This study assumes that, during the Cold War, development aid was
directly related to the United States’ twin objectives of regulating the relations
among the capitalist states and containment of communism. The aim here is to
provide insights into the role and relevance of the development aid in the emergence
of the US-led capitalist international order in the postwar period from a Neo-
Gramscian perspective. It provides an overview of the historical context of
development aid and shows how changes in the development paradigm affected the
aid practices in different phases of the Cold War era. Here, The Marshall Plan, as
the first large-scale development aid initiative in the postwar era, is paid particular
attention.

Officially known as the European Recovery Program (ERP), the Marshall
Plan is generally considered to have laid the foundations of the Cold War aid
architecture. Most analyses of the Marshall Plan focus on its unique success and the
inspiration that it provided as a “success story” for the subsequent aid programs.
This section, offers a reinterpretation of the Marshall Plan, suggesting that it is not
limited to recovery or reconstruction. Accordingly, the Marshall Plan is evaluated
not simply in terms of the quantity and quality of aid provided to Europe, but rather
in terms of its attempt to create a US-led multilateral international economy.

Development aid’s coercive role in the containment of communism was much more
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noticeable than its consensual role in the construction of the US-led global capitalist
economy, especially when the Cold War rivalry intensified and the revolutionary
movements in the Third World triggered geopolitical crises involving the
superpowers. In this regard, this chapter focuses on how military and aid policy were
merged and provides an overview of the militarization of development aid in the
Cold War period.

In the rest of the chapter, the evolution of the development aid policy and
research literature during the Cold War is critically examined. Such an evaluation is
undertaken by comparing the foreign aid practices and research literature in the

1950s, 1960s, 1970s and 1980s, respectively.

3.2. The Birth of the Postwar Aid Architecture: The Marshall Plan

The origins of aid as an institutionalized part of foreign policy lie in the
efforts to create a US-led international capitalist order in the postwar era. This is not
to suggest that the United States was the first country that provided aid. As already
indicated, the origins of foreign aid go back a lot further. However, the United States
was the first country to make the provision of aid a regular part of its foreign policy.
Following Saull, this study assumes that it is impossible to understand the US
foreign policy only from a diplomatic perspective without considering the capitalist
character of American foreign policy.!** Because, when we refer to American
foreign policy, we are not only referring to the diplomatic relations between the
states but also other socio-economic actors and processes that are committed to
maintaining and expanding capitalist relations of production. From this point of
view, when we refer to American foreign aid, which is an integral part of its foreign
policy, we are not solely referring to development experts, official agencies or

international cooperation between states but also to the other actors (private sector,

124 Richard Saull, “American Foreign Policy during the Cold War,” in US Foreign Policy, eds.
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NGOs, trade unions) and processes (production, trade, class struggle) that are
committed to promoting and maintaining capitalist social relations.

Two important foreign policy initiatives, by which the United State tried to
achieve its international economic goals and the narrower goal of containing
communism in the postwar era, placed foreign aid at the center of their strategies.
These two initiatives were the Truman Doctrine and the Marshall Plan, which
became the major elements of the US international policy from 1947 on. In February
1947, the British government declared that it could no longer provide aid to the pro-
Western Greek government, which was fighting a civil war against communist
forces. The possibility of communist victory in Greece was considered by the US
foreign policy-makers as a threat to the security of not only Greece and Turkey, but
to the entire Middle East. It was this perceived threat that led President Truman to
deliver a speech to the Congress, which became known as the Truman Doctrine.
Approval for 400 million military and economic aid to Greece, and Turkey was won
from the Congress by an exaggerated interpretation of the Soviet threat. Despite its
ostensibly narrower scope, the Truman Doctrine was extraordinarily ambitious. It
was the first step in the United States’ political and military commitment to the
security of Western Europe and its later commitment to contain communism at the
global level. With the announcement of the Truman Doctrine, aid became an
indispensable part of the inter-systemic struggle. Fear of communism was the prime
motivation behind aid efforts. Aid to the countries that were regarded as of strategic
importance to the United States began to be considered as the “first line of defense”
against communist expansion.'?> Although development aid was always intended as
a weapon to address the perceived security threat of spreading communism, its role
was not limited to the geopolitical threat of the Soviet Union and the international
political threat of communist revolution.

As a matter of fact, development aid’s role in containing communism was

only part of the story, even though a very significant one. Aid was also assigned a
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very important and prominent role in the restructuring of the postwar international
economy. While playing a key role in the struggle against Soviet and communist
expansion, it was also assigned a significant role in shaping and influencing
economic, political and social developments within the other capitalist states,
especially the ones in Western Europe. The US foreign policy initiative that assigned
foreign aid a role in the establishment of the postwar international capitalist
economy was the Marshall Plan. President Truman described the Marshall Plan and
the Truman Doctrine as “two halves of the same walnut.”'?® He seemed to have a
point given the fact that both foreign policy initiatives made use of aid to reach their
objectives and shared the purpose of containing communist expansion. From an aid
point of view, however, the Marshall Plan was much more sophisticated in its use of
aid mechanisms and more influential in making foreign aid a permanent feature of
the foreign policy of the United States and, later, the other developed capitalist states
in the postwar era.

This section will focus of the role and relevance of the Marshall Plan in the
emergence of the US-led capitalist international order from a Neo-Gramscian
perspective, which considers the legitimacy of the functioning of the US-led
multilaterally managed liberal world economy in the postwar era as the hegemony.
This hegemony was institutionalized in the Bretton Woods system, which was based
on the liberal multilateralism combined with the state intervention at the national
levels to ensure domestic social stability through employment creation and social
security mechanisms.

The institutional basis of the postwar multilateral system under the US
hegemony was decided at the Bretton Woods conference in July 1944. Leading
economic policymakers and the business circles in the United States believed that
fragmentation of the international trade system into the competing blocs had been
one of the major causes of the inter-war economic crisis and, consequently, the main

objective of US administration in the postwar era was to prevent the return of
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economic nationalism as well as the national, regional and imperial economic
currency and trading blocs as had emerged during the interwar period in response to
the Great Depression. Bretton Woods Conference created two international
institutions to help oversee the operation of the postwar multilateral global economy:
The International Monetary Fund (IMF) and the International Bank for
Reconstruction and Development (the World Bank). The efforts to avoid
protectionism and the emergence of competing trading blocs also brought the
establishment of the General Agreement on Tariffs and Trade (GATT), which was
the first in a series of multilateral trade agreements to liberalize international trade.
The GATT arrangements, together with the Bretton Woods institutions were
expected to provide the general institutional framework for the construction of the
US-led liberal multilateralism in the postwar era. However, the economic and social
conditions in the core capitalist countries in the early postwar period soon made it
clear that creating a liberal, open and multilateral international order required, first
and foremost, reviving capitalism and eliminating the communist challenge in war-
torn Western Europe. The attempts to establish a multilateral international economy
would be insistently maintained, though not in the way that had been originally
planned or intended in the Bretton Woods. When the institutions established at the
Bretton Woods Conference in 1944 soon proved to be insufficient in providing a
framework for the reconstruction of multilateral trade and payments in Western
Europe under the conditions of the early postwar era, attention turned to bilateral
mechanisms. As discussed in detail in the following, the Marshall Plan was a
bilateral aid initiative that played a prominent role in the revival of capitalism and
the reconstruction of multilateral trade and payments system in the core capitalist
countries. This is not to suggest that it replaced or provided an alternative to the
Bretton Woods institutions. On the contrary, it was a bilateral aid initiative that was
launched by the United States to ensure the smooth functioning of the original
Bretton Woods multilateral system. Instead of providing aid in cash or in kind to the
recipient countries based on need, the Marshall Plan was designed to make aid

conditional on the multilateralization of the European trade and payments.
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Furthermore, Marshall Plan aid also encouraged multilateralism at the
institutional level by making the aid conditional on Western countries coordinating
among themselves about the distribution of aid. In this sense, the Marshall Plan, as
a bilateral foreign aid initiative, went much further than reconstructing Western
Europe’s physical infrastructure. The introduction of the Marshall Plan established
the basic framework of the postwar international capitalist economy, of which the
key features were the Keynesian forms of macroeconomic management at the
national levels, liberal and multilateral international economy based on free trade,
the equation of development to economic growth and political stability within and
between the major capitalist states.

Whereas Marshall Plan’s role in dealing with Western European economic
crisis and reconstruction in the early postwar period was more immediately visible,
this study assumes that its significance lies in its contribution to the formation of a
what Gramsci calls a “historical bloc” around a US-led international capitalist order.
In concrete terms, the Marshall Plan played a prominent role in the emergence and
consolidation of the US-led postwar international capitalist order that saw the
incorporation of Western European states and societies into a trans-Atlantic
historical bloc in support of anti-communism and liberal multilateralism.'?” The
leading social forces in this trans-Atlantic historical bloc, which were centered in the
United States, benefited from the experiences of the New Deal of the 1930s. The
Marshall Planners had in their aid policy toolbox the state interventionist policies of
the New Deal Era, even though the historical context and conditions where the Plan
was applied was completely different.!?

Although the Marshall Plan was introduced through diplomatic channels, it

was implemented by a wider coalition of the private sector and non-governmental
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agencies.'” From a Neo-Gramscian perspective, this study argues that the Marshall
Plan institutions created in the United States and the Western Europe provided a
platform for organic intellectuals to attract wider social forces towards the formation
of a historical bloc in support of a liberal multilateral system organized around anti-
communism and Keynesian-Fordist mode of capital accumulation. These organic
intellectuals, drawn from governments, business associations, non-governmental
organizations and trade unions of the core capitalist countries of North America and
the Western Europe directly took part in the planning and implementation of
Marshall Plan. Business-oriented organizations that took the lead in designing and
promoting the Marshall Plan were Council on Foreign Relations (CFR), the Business
Advisory Council (BAC), the Committee for Economic Development (CED), and
the National Planning Association (NPA). Anti-communist trade union leaders and
administrators were also declared as “part of the first team” by the Marshall Plan
Administration.'*® Experts and researchers from the anti-communist trade unions in
the United States were assigned to the Marshall Plan missions in Europe and they
worked in close cooperation with the anti-communist trade unionist in the Western
European countries. Moreover, in Europe prominent figures like Jean Monnet of
France, who had strong transatlantic connections and shared the vision of the
Marshall Planners, played a vital role in the promotion of the Marshall Plan to
deserve the title organic intellectual. Similarly, Germany’s Konrad Adenauer,
Belgium’s Paul-Henri Spaak, the United Kingdom’s Eric Roll, Italy’s Giovanni
Malagodi with many other bureaucrats, technocrats and academicians of Western

Europe ensured the successful implementation of the Plan as organic intellectuals.!!
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3.2.1. Contribution of the Marshall Plan to the Formation of Capitalist

International Order

In the following, the contribution of the Marshall Plan to the emergence of
US-led capitalist international order in the postwar era will be critically assessed in
its historical context, with a special focus on its relevance to the inter-systemic
conflict during the Cold War. The assumption here is that the Marshall Plan played
a prominent role in the emergence and consolidation of the postwar US-led
multilateral capitalist system. All of this, however, is not to suggest that the Marshall
Plan, and the foreign aid in more general, was the sole component of the postwar
hegemonic order. But rather, the Marshall Plan is considered as one of the important
components of the US-led postwar hegemonic order that was more generally
institutionalized in the Bretton Woods system. Multilateral institutions like IMF and
IBRD, economic arrangements like the General Agreement on Tariffs and Trade
(GATT) and security arrangements like the North Atlantic Treaty Organization
(NATO) were the other important components of this hegemonic order.

Officially known as the European Recovery Program, The Marshall Plan is
considered as the most successful aid program launched by the United States in the
20th century. Proposed in June 1947 by the US President Harry Truman’s secretary
of state, George C. Marshall, the European Recovery Program has been credited
with helping Europe to get back on its feet after the devastation of the Second World
War, preventing communism from gaining support in the Western European
countries, and laying the foundations of the European integration. It is considered
by many as the most generous aid exercise in history. British Prime Minister
Winston Churchill once called it “the most un-sordid act in history’’, while his
Foreign Secretary Ernest Bevin said that it was an act of “generosity...beyond

belief.”!*? By the program’s end in 1952, the United States had channeled to 16

132 Brian Keeley, From Aid to Development: The Global Fight Against Poverty (Paris: Organisation

for Economic Co-operation and Development, 2012), 70.

66



European countries USD 13 billion in the form of economic and technical assistance,
which is today equivalent to approximately USD 100 billion.'3?

While it has been marketed as an act of generosity and benevolence, the strict
conditions on which the Marshall Plan funds were provided and the “strings”
attached to the Marshall aid have never been publicly advertised. In the years since
its completion, the Marshall Plan has become a metaphor for a major international
success, as is reflected in the periodic calls for a new Marshall Plan for Eastern
Europe in the 1990s, for Africa in the 2000s, and now for the Middle East. Faced
with today’s challenges in the developing countries, such refugee crisis and global
terrorism, donor countries and the leading development actors are championing the
Marshall Plan as an example of economic aid and international development that
can be transplanted from the early postwar Europe to Aftrica, Asia, Latin America
and the Middle East today.

It has become fashionable to call for a “new Marshall Plan” whenever a
country or a region is effected by a political or economic crisis or a natural disaster.
Some countries have proposed their own versions of the Marshall Plan for entirely
different regions. For example, British government offered a “Marshall Plan for
southern Africa” to keep southern Africa stable in the final years of the apartheid
regime in South Africa. During its presidency of the G8 group in 2005, the British
government once more proposed “a modern Marshall Plan” for the developing
world. In a comparable manner, The United Nations Millennium Project, which was
commissioned by the UN in 2002 to develop an action plan to achieve Millennium
Development Goals, evoked the Marshall Plan in its reports, as did the US
administration’s Millennium Challenge Account, which was launched in 2006.
George W. Bush, the former president of the United States, likened his countries
nation-building efforts in Afghanistan to the Marshall Plan, whereas Barack Obama
offered a Marshall Plan for the 21 century during his election campaign in 2008.

John Allen, who was Obama’s special envoy for the global coalition to counter the
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Islamic State (ISIL), called for a Marshall Plan to rebuild the Middle East to prevent
the rise of terrorist organizations like the Islamic State.!>* In the course of the global
financial crisis in the early 2010s, the president of the European Investment Bank
(EIB), Werner Hoyer, demanded a Marshall Plan for Greece government debt
crisis. '3 The United Arab Emirates’ minister of economy called for a global
initiative similar to Marshall Plan for the political and economic recovery of the
Arab Spring countries in 2013.'%° The United Nations called for a Marshall Plan to
tackle cholera epidemic in Haiti in 2014. In 2015, Liberia’s president called for a
new Marshall Plan to eradicate Ebola disease and rebuild economies in West African
nations devastated by the virus.!*’ Russia joined the chorus in 2016 when the
Russian President Vladimir Putin called for “a kind of Marshall Plan” for the war
and conflict-torn Middle East. 1*® Most recently, in January 2017, Germany
announced “a new Marshall Plan for Africa” as part of a larger effort to prevent

migrant flows to Europe.!?’
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The calls for new Marshall Plan haven’t been limited to the regions or
countries. Detroit City Council and Michigan State University’s Land Policy
Institute developed “a Marshall Plan for Detroit City” to improve its infrastructure
in 2007.'%° As a matter of fact, these calls for “new Marshall Plan” seems to have
become an indispensable part of the current debates on development as well as
security. It has become fashionable to invoke the Marshall Plan as an example of
how the huge global problems, such as refugee crisis in the Middle East or conflicts
in Africa, can be solved in a very short period. In the popular imagination, the
Marshall Plan helped the economies of Western Europe to recover in a few years
and it can do the same today for the Middle East, or Africa. In fact, politicians,
bureaucrats and development agencies are not alone in calling for new Marshall
Plans. In April 2016, Irish rock star and activist Bono appealed to the US Congress
for providing aid to the Middle East, stating that “in the spirit of the Marshall Plan,
America once again has the chance to advance global security through global
generosity.”'*! The calls for a new Marshall Plan are not limited to development,
security and humanitarian issues, either. It has become fashionable to evoke the
Marshall Plan whenever an issue is considered as requiring immediate attention. For
example, in 2015, Liberia Football Association called for a Marshall Plan for
football in Africa, Asia and Latin America to support local leagues.'#?

Although the Marshall Plan has been almost unanimously associated in the

popular imagination with success and generosity, scholars of postwar Europe and
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Cold War history have been more divided about its impact and motivation. Whereas
earlier studies assigned a central causal role to Marshall Plan in the European
economic recovery, subsequent studies took a skeptical view of the impact of
Marshall Plan, arguing that European economic recovery had already been under
way when the Marshall Plan started. These more recent interpretations seriously
questioned the practical achievements and the economic influence of the Plan. As
the most prominent representative of these negative evaluations, Milward suggests
that the effectiveness and importance of the Marshall Plan has been exaggerated,
even by those who approached it with suspicion.!** Milward contends that economic
recovery in Western Europe had already begun before the Marshall Plan commenced
and it was the local initiatives undertaken by the Western European countries
themselves, rather than the Marshall Plan, that were the main drivers of the European
recovery. For Milward, whatever its motivations were, the impact of the Marshall
Plan was small and the recovery of Europe would still have been possible in its
absence. Milward may have a point in arguing that European economic recovery had
already been underway when Marshall aid started and the material impact of the
Marshall aid has been exaggerated. However, the Marshall Plan cannot be evaluated
simply in terms of the material reconstruction of devastated infrastructure or the
repair of the physical capital. The Marshall aid was by no means confined to
rebuilding the physical environment, but also, and more importantly, it was aimed
at providing political stability within and between Western European states and
incorporating them into the US-led capitalist international order. Therefore, a
comprehensive analysis of the degree of success of the European Recovery Program
must not simply focus on the immediate impact of the material and financial aid that
it provided, but it must also consider its role in the inter-systemic rivalry during the
Cold War.

Although a vast literature has been produced on the Marshall Plan from

various perspectives and disciplines, its role in the establishment of a new world

143 Alan S. Milward, The Reconstruction of Western Europe 1945-1951 (Taylor and Francis E-
Library, 2005), 69.

70



order in the postwar era has been under-researched. While subsequent studies shared
Milward’s interest in the Marshall Plan’s impact on European recovery, the majority
of the scholarly debate focused on the motivation behind it.!** The Marshall Plan is
part of a long-lasting debate on the origins of the Cold War and about the causes of
the US postwar international economic policy. Mainstream accounts of the origins
of the Cold War have provided a very positive evaluation of the Marshall Plan,
considering it as a defensive act, designed as a necessary and successful initiative to
save Europe from economic collapse and communism, but which received an
offensive response from the Soviet Union.!* They have simply reproduced much of
the Marshall Plan propaganda carried out during its implementation. In addition to
the academic studies, the traditional perspective can be found in the studies and
memoirs of those directly involved in the Marshall Plan.!46

The revisionist approaches, on the other hand, have had a skeptical approach
towards the Marshall Plan. They consider it as an offensive act, designed by the
United States to shape the postwar global economy, which received a defensive
response from the Soviet Union. Revisionist accounts are mostly based on the idea
of an American “open door empire” associated with William Appleman Williams.
He argued that the United States attempted to solve its domestic economic problems
by expanding abroad in search of overseas markets so that American business could
operate and profit without restrictions all around the world.'*” According to “open
door” interpretation of the United States foreign policy, then, America’s prosperity
at home depended on access to markets abroad. For Williams, the result of the United

States pursuit of an open door foreign policy was the creation of an American
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empire. His views became the “bedrock of the revisionist interpretation of the Cold
War.”!'*® From this point of view, the Unites States’ open door foreign policy, and
not Soviet expansionism, was largely responsible for the emergence of the Marshall
Plan. Far from being an act of charity, the Marshall Plan was part of an attempt to
finance the US export surplus, ensure American predominance in Europe and
establish an American empire. Kolko and Kolko’s work, published in 1972, was one
of the earliest revisionist studies that followed in the footsteps of Williams. They
argued that the Marshall Plan was not an outcome of US generosity or its fear of
communism in Western Europe, but of the anxiety with the proliferation of
nationally oriented capitalism based on extensive state intervention and planning in
Europe. ¥ Similarly, Block has argued that the Marshall Plan was directed at
national capitalism based on extensive state intervention, which was the dominant

trend in Western Europe at the end of the war:

In fact, in the immediate postwar years, most of the countries of Western
Europe resorted to the whole range of control devices associated with
national capitalism-exchange controls, capital controls, bilateral and
state trading arrangements. The reason these controls were not
elaborated into full-scale experiments with national capitalism was that
it became a central aim of United States foreign policy to prevent the
emergence of national capitalist experiments and to gain widespread
cooperation in the restoration of an open world economy.'*°

Although they see the issue from different angles and reach very different
conclusion, both traditional and revisionist approaches recognized the success of the
Marshall Plan. Even though they are unhappy with its impacts and consequences,

the revisionist accounts did not revise the traditional views of the economic
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effectiveness and importance of the Marshall Plan. This study also considers the
Marshall Plan as a successful initiative. It was at least successful in terms of reaching
its political objectives, whatever its real contribution to physical recovery of Western
Europe was."”! As Wood suggests, significance of the Marshall Plan “lay in its
contribution to the construction of a new international order, not in the quantity of
capital and raw materials it provided Western European industries.”!?

One of the most critical issues facing the US policy makers, industrialists, and
labor leaders at the end of the Second World War was the future health of the
economy. The war had lifted the US economy out of depression and the fear was
widespread that the economy would slide back into depression conditions with the
end of huge government expenditures on military goods after the war. The United
States had increased its industrial capacity during the war. It was widely recognized
that a return to the economic situation, in which domestic demand would be
insufficient to absorb the growing economic surplus, would inevitably lead to
economic stagnation and depression. In fact, the concerns about and efforts to avoid
a postwar depression had already started in the United States during the war. In
addition to the federal executive departments, special bureaus and committees, such
as the Senate Special Congressional Committee on Postwar Economic Policy and
Planning, were established to deal with the issue.!>> Moreover, Private corporate
policy organizations, including the National Planning Association, the Brookings
Institution, the Committee for Economic Development, the Twentieth Century Fund,
and the National Association of Manufacturers, concerned themselves with the issue

as well.!> During the war and the early postwar period, there was a consensus
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among the US policy-makers and business that maintaining a high level of US
exports was the key for avoiding a postwar depression. Few expressed
disagreements with the Assistance Secretary of State Dean Acheson, when he
warned the Special Congressional Committee on Postwar Economic Policy and

Planning not to allow the economy to go back where it was before the war. He stated:

It seems quite clear that we are in for a very bad time, so far as the
economic and social position of the country is concerned... You don’t
have a problem with production. The United States has unlimited
creative energy. The important thing is markets. We have got to see that
what the country produces is used and is sold under financial
arrangements, which make its production possible... You must look to
foreign markets...!>

These statements and comments of the prominent Marshall planners clearly
show that part of the motivation for the Plan arose from the concern for an economic
depression in the US due to the overcapacity in industry and the decrease in exports
to Europe after the war. This has led some scholars to view the Marshall Plan simply
as a source of fund needed for financing the US export surplus.!>® Important as U.S.
concern over export surplus in the immediate postwar period was, it does not explain
the emergence of the Marshall Plan and the form that it would take. In fact, the
economic and political motivations for the Marshall Plan were much more
complicated than this.

The Bretton Woods institutions were expected to provide the necessary
institutional framework for the construction of a multilaterally managed liberal
world economy. The post-war relief and reconstruction efforts also gave birth to
several new organizations. The world’s first international aid agency, the United
Nations Relief and Rehabilitation Administration (UNRRA), had been created by

the Allied powers at the end of 1943 and was mandated to provide economic
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assistance to European nations after World War II and to assist the refugees who
would come under Allied control.

At the end of the war, the US policy makers seemed to be convinced that
European recovery could be possible by bilateral loans provided by the United
States, currency stabilization through the International Monetary Fund and
reconstruction activities of the International Bank for Reconstruction and
Development.'*” In the period from 1945 to 1947, the United States supplemented
its reconstruction efforts by providing funds through the United Nations Relief and
Rehabilitation Administration (UNRRA), the Export-Import Bank, and through
military and relief expenditures in occupied areas. Two major emergency relief aid
funds were established by the United States to prevent hunger, epidemic diseases
and social unrest in the US-occupied territories in the immediate postwar period:
Government Aid and Relief in Occupied Areas (GARIOA) and Economic
Rehabilitation in Occupied Areas (EROA).

Prior to 1947, the prevailing general view was that the Bretton Wood
institutions together with the support of the piecemeal assistance by the US through
various channels and agencies would lead to a liberal postwar economic recovery.'>®
At the beginning of 1947, however, there were few signs of a stable recovery in
Europe even though the United States had already provided more than 9 billion US
Dollars for a variety of aid programs on the continent since the end of the war.'>
European industrial and agricultural production still lagged behind prewar levels of
production. Capital equipment and plant facilities remained obsolete or in need of
repair from war damage. A shortage of manpower and basic resources, especially

coal and steel, restrained production, while food shortages and the high inflation led
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to the prospect of major social and political instability. Moreover, the depletion of
gold and dollar reserves and the network of bilateral trade and payments made it
very difficult for the European countries to play their part in the American plan for
a multilateral system of world trade.!*

The wartime destruction of public infrastructure and physical capital was
extensive. However, Western Europe’s economic difficulties in the postwar era were
not limited to rebuilding the physical destruction. The war had also shattered
Europe’s trade and payments system. Intra-European trade in the immediate postwar
period was mostly conducted through bilateral payments agreements that were in
fact a sophisticated form of barter system. Bilateral agreements in postwar European
trade became widespread because of non-transferability and inconvertibility of
European currencies and designed to ensure that imports from a country were paid
by exports to the same country.'®! Because of the non-convertibility of the European
currencies, all intra-European payments had to be made in gold or US dollars.
However, since there was a shortage of gold and dollars, countries tended to balance
their payments with each of their trade partners bilaterally by means of commodities.
As a matter of fact, the dollar and gold shortage was the basis of the economic crisis
in Europe in the early postwar era. The collapse of the German industry after the war
was one of the key problems since the lack of German coal and exports forced the
other Western European countries to turn the United States for the basic needs.'®?
Moreover, the breakdown of trade between Eastern and Western Europe cut off an
important non-dollar source of food and raw materials and an important market for

the Western European countries.!®* Forced to turn to United States for food, raw
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material, manufactured goods and capital equipment, the Western European
countries were running huge trade deficits with the United States since they were
unable to earn the dollars necessary to pay for the US imports.

Before the war, European countries had earned the dollars to pay for the US
imports through sales of colonial raw materials to the United States, through
revenues from foreign investments and the US investments in Europe and its
colonies.'® However, Britain and France had liquidated much of their overseas
investment to finance the war effort and colonial revenues decreased significantly
due to independence movements in the important dollar-earning colonies (such as
Vietnam and Indonesia) and declining terms of trade for the key commodities.'®
Furthermore, the US investors avoided making investments in Europe due to the
risks of political and economic instability. In 1946 and 1947, European exports to
the United States covered no more than one-quarter of its imports from the United
States.!®® Finally, the European countries found themselves dependent on the US
economy in a way they had never been before.

As far as the United States was concerned, the economic crisis in Western
Europe raised two prospects. First, an economic crisis in Western Europe could
move the countries of Western Europe towards protectionism and bilateralism, thus
closing their economies and ruining the plans for a US-led multilateral international
economy. In this case, this would not only deprive the United States from foreign
markets but also from political influence over Western Europe and the wider
international economy, as these economies would remove themselves from
American influence. Second concern of the United States administration was that
communist forces in Western Europe would take advantage of economic crisis and
instability to seize power and push Western European countries towards the Soviet

Union.
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Against this background, the US policy makers realized that the Bretton
Woods arrangements were insufficient to deal with the economic problems in
Europe and they had to adjust their vision of a liberal market-led postwar recovery
to prevent the collapse of liberal capitalism in Europe. As Hobsbawm suggests, “the
original American plan for a post-war world economy of free trade, free
convertibility and free markets, dominated by the USA proved quite unrealistic, if
only because the desperate payments difficulties of Europe thirsting for ever-scarcer
dollars, meant that there was no immediate prospect for liberalizing trade and
payments.”!'®” The economic conditions in Europe did not support the establishment
of free trade, with the dollar gap providing a block on reconstruction and multilateral
world trade. Therefore, in the middle of 1947, the United States abandoned hope of
relying on the Bretton Wood institutions and the other limited international bodies

like UNRRA for the European reconstruction. As Wilson puts it:

American planners were confident that they had the key. Unfortunately,
neither they nor the political leaders who approved their program for
waging-and winning-the peace realized, until it was too late, that the
tasks of clearing away the debris of war and of reviving world trade
overreached the capacity of the instruments Americans had constructed
for these purposes. !¢

A combination of growing political tensions with the Soviet Union and
intensifying economic crisis in Western Europe during 1946 and 1947 led to a
reconsideration of the plans for the organization of the postwar international
economy. The weakness of the European economies, the rise of the leftist and
revolutionary forces in most European countries, and the increasing international
influence of the Soviet Union in the aftermath of the war made the restoration of

multilateral international economy a more difficult task than the US policy makers
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had imagined.'® The proliferation of bilateral trading arrangements as well as
foreign exchange and capital controls in the immediate postwar period in Europe
increased the US policy makers’ anxieties about achieving multilateralism. In this
context, the US leaders repeatedly emphasized the danger that the Western European
experiences with national capitalism and protectionism in the early postwar era
posed to the goal of multilateral liberal world economy. In a speech at in March
1947, President Truman publicly stated that the United States had to act immediately

to prevent this trend:

The pattern of trade that is least conducive to freedom of enterprise is
one in which decisions are made by governments. Under such a system,
the quantity of purchases and sales, the sources of imports, and the
destination of exports are dictated by public officials. In some cases, may
be conducted by the state. In others, part or all of it may be left in private
hands. But, even so, the trader is not free. Governments make all the
important choices and he adjusts himself to them as best he can. This
was the pattern of the seventeenth and eighteenth centuries. Unless we
act, and act decisively, it will be the pattern of the next century.'”

Similarly, Marshall attracted attention to the dangers that bilateralism in the
postwar European trade posed to the US business and the multilateral liberal

international trading system in general:

There is no doubt that if the countries of Europe should be forced to meet
their present problems without further assistance from this country, the
result could only be a radical increase in the restrictions and controls in
force throughout that area affecting international trade and investment.
And more important, perhaps, than the actual restrictions themselves
would be the deterioration in the atmosphere in which international
business would have to be conducted...It is idle to think that a Europe
left to its own efforts in these serious problems of recovery would remain
open to American business in the same way that we have known it in the
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past.!”!

By mid-1947, it had become clear that Europe’s huge dollar deficit, which
meant its need for United States commodities, was an urgent problem and the efforts
of the Bretton Woods institutions to provide postwar liquidity was insufficient. As
Milward puts it, “the Bretton Woods agreements proved so unsatisfactory an
international basis for reconstruction that they had little force or influence on
European reconstruction once the international payments crisis in summer 1947
made their inadequacy evident.”'”* Bretton Woods institutions would temporarily
lower their profile by June 1947 and the leading role for the reconstruction of
European economies would be played by the Marshall Plan institutions. The
introduction of the Marshall Plan did not mean the abandonment of the Bretton
Woods goals. But rather, it meant the postponement of the some of the Bretton
Woods goals (such as rapid convertibility of the European currencies which had to
wait until 1958) to solve more immediate problems related to the smooth functioning
of the Bretton Woods system, such as the Europe’s huge dollar deficit and the
collapse of the intra-European trade. The United States decided to pursue its goal of
a multilateral liberal world economy through bilateral aid. In this context, the
Bretton Woods institutions withdrew to a lower profile. For instance, the World
Bank withdrew from the reconstruction of Europe after the Marshall Plan came into
effect.'”> In 1949 the World Bank President, John McCloy, remarked: “The
reconstruction phase of the Bank’s activity is largely over and the development

phase is under way.”!”* Having provided $497 million in reconstruction loans in
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1947, the World Bank provided only $202 million between 1948 and 1952.!7
Similarly, IMF’s influence was also limited in the late 1940s since there was little
interest in the subject of ensuring the stability of the exchange rates in an
international environment of widespread import and exchange controls. 76
Restrictions on the access to the IMF funds by the countries that had access to the
Marshall Plan funds also limited the use of the IMF funds.!”” During the Marshall
Plan years, IMF lending declined sharply, from $606 million in 1948 to $119.4
million in 1949, $52.8 million in 1950, and $28 million in 1951.'7

In a speech made on 5 June 1947 at Harvard University, the US Secretary of
State, George C. Marshall, outlined what was to become the European Recovery
Program. On 27 June 1947, a tripartite conference among France, Great Britain and
the USSR was organized in Paris. France and Great Britain received the Plan
favorably and agreed to the condition that the Marshall Plan funding would be based
on joint planning and resource sharing. These conditions were unacceptable to the
USSR and the Soviet Minister withdrew from the conference. On 12 July 1947,
convened a second conference, attended by 16 countries'”, to draft a recovery
program. The participating countries set up a Committee of European Economic
Cooperation (CEEC) to work out the ways and means of implementing the recovery
program, and how much aid was needed; on 22 September 1947, it submitted a report
to the US government.'®" The terms, conditions and institutions under which the

European Recovery Program would function were specified in The US Economic
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Cooperation Act of 1948. The Act established the Economic Cooperation
Administration (ECA) to administer the European Recovery Program. ECA was
responsible for the execution of the entire program with headquarters in Washington
DC and missions in every Western European country. ECA was an independent
agency with a single administrator, who had direct access to the US president. Every
aid receiving country had a special ECA account and an ECA representative,
generally a prominent US businessman. These representatives played a vital role in
approving, directing and monitoring Marshall Plan resources. ECA bureaucrats that
were assigned to the European countries studied each recipient country’s economy
and decided where and how funds were needed most. The Act also specified that aid
would only be allocated if the participating countries pursued their economic
recovery jointly, and the participating countries were required to establish a
permanent organization. The CEEC therefore set up a permanent agency for this
purpose. On 16 April 1948, in Paris, the 16 countries signed a Convention to
establish the Organization for European Economic Cooperation (OEEC), which was
the forerunner of the OECD.

One of the most prominent features of European Recovery Program (ERP)
was the intensive involvement of private sector. Economic Cooperation Agency
(ECA), which administered the ERP, was run by the business leaders, including the
administrator, Paul Hoffman of Studebaker Motor Company. Roosevelt’s wartime
administration had been dominated by corporate figures such as Dean Acheson and
John Foster Dulles, and the influence of business leaders in government circles was
on the increase in the early postwar years. In 1948, the first year that Marshall Plan
commenced, over 40 percent of the people in high governmental positions in the
United States had a career background in business, finance or law.'®!

The Marshall Plan was designed with several goals in mind, one of which was
to overcome the dollar shortage in Europe. Obviously, it was the dollar shortage in

Europe that provided the immediate background and urgency to the Marshall Plan
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in the summer of 1947.82 In every recipient country, there were foreign payments
difficulties. European countries hesitated to grant credits to one another or to accept
any form of payment other than either essential commodities or of gold and dollars,
although the dollar and gold reserves were very low. Therefore, most countries, as
already indicated, resorted to bilateral agreements to balance their payments with
each other, and this unavoidably meant the restriction of trade on the continent. In
such a context, the conditional aid of the Marshall Plan was intended to solve the
dollar shortage and to encourage intra-European trade. One of its immediate
priorities was to replace this restrictive network of bilateral trade agreements with a
more flexible trading arrangement on the continent.

To this end, the Intra-European Payments and Compensations Agreement was
signed in 1948 by the members of the OEEC. Creditor countries that were party to
these agreements granted credits to their European partners for amounts determined
for each bilateral relationship and in return they received an equivalent amount of
aid from the United States. In this respect, there were two important mechanisms
that were used by the Marshall Plan administration to eliminate the barriers against
intra-European trade.'®® The first one was the mechanism of “counterpart funds,”
which was the local currency equivalent to the USD value of financial and material
flows provided by the Marshall Plan. Counterpart funds were deposited by the
recipient country in local currency in special accounts and they could be used only
with the consent of the Marshall Plan administration. Since the Americans had the
power to decide how and where they would be used, the counterpart fund mechanism
was one of the most important instruments by which the Americans influenced the
economic and trade relations of the Western European countries. ' As Hogan

argues, these funds were used by the Economic Cooperation Administration “to
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reduce national deficits and stabilize currencies...to eliminate monetary barriers to
intra-European trade and economic integration.” ' The second important
mechanism to recover intra-European trade was the system of “drawing rights,”
which could be considered as indirect aid. In this mechanism, two European
countries forecast their bilateral trade balance for the forthcoming year, and the
country that is expected to be in surplus offered drawing rights in local currency to
the debtor country equal to the amount of the trade imbalance. The debtor country,
then, used drawing rights to purchase goods and services from the creditor country,
which is compensated by the ECA dollars in exchange for drawing rights that it
provided. By means of these two mechanisms, Marshall Aid provided funds directly
for the purchase of goods from the dollar area, and indirectly to finance trade deficits
between Western European countries, encouraging them to remove the restrictions
in their trade relations. Indeed, it would not be wrong to argue that restoring intra-
European trade was one of the most significant goals of the Marshall Plan, as is
evidenced by the fact that how Marshall aid was distributed not according to the size
of each country’s economy but rather according to the amount of their trade
deficit.!®

As a matter of fact, drawing rights and counterpart funds were only two of the
several available tools that the Marshall Planners used to shape Western European
economic policies. The Marshall Planners used aid as leverage by emphasizing the
conditionality of aid on economic performance, rather than need.'®” Indeed, as Craft
argues, the conditionality had been always an indispensable component of the

Marshal aid from the very beginning:

Conditionality was embedded in the Marshall Plan in several ways. First,
the bilateral treaty that each country had to sign was an agreement that
embodied sound macroeconomic policies and a commitment to trade
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liberalization. Second, the requirement for American permission for the

use of counterpart funds gave the ERP authorities both some control over

the use of resources and ostensibly bargaining power with regard to

domestic policy decisions. Third, Marshall aid gave the Americans

leverage to encourage recipients to join the European Payments Union,

which also entailed reducing barriers to trade and adopting most-

favoured-nation treatment of imports from other members.'®8

Marshall aid flows were used to promote or discourage a certain policy.
Whenever Western European governments attempted to direct their resources from
reconstruction to social services, Marshall aid could be cut or delayed. For instance,
the Marshall Planners never tolerated to the use of Marshall aid in support of
nationalization of industries in the recipient countries. As De Long and Eichengreen
show, Britain lost its Marshall Plan timber line item after the government’s entry
into the construction of public housing, whereas aid to West Germany was delayed
until the nationalized railway administration reduced its expenditures to balance its
budget. '¥ In this regard, the Marshall Plan, as a policy-based grant with
conditionality, can be likened to structural adjustment programs of the World Bank
and the IMF after 1980. Indeed, De Long and Eichengreen (1993) called it “history’s
most successful structural adjustment program.”!°

Unfettered market capitalism had been discredited by 1945, being associated
with the Great Depression and the subsequent ascendance of fascism. Instead, the
early postwar years were a period of economic planning and coordination inspired
by the success of the New Deal policies in the United States and experience of the

wartime economies. Now that the Left had emerged from the war with increased

confidence and the Soviet Union had risen as a new contender, there were
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expectations in the postwar Europe for a new social consensus based on social
welfare rather than a return to the discredited capitalism of 1920s and 1930s.'"! In
the early days of the Marshall Plan, John Hickerson, one of the Department of State’s
leading European analysts noted: “The trend in Europe is clearly toward the Left. I
feel we should try to keep it a non-communist Left and should support Social-
Democratic governments.”'°? Obviously the conditions were in favor of the left and
especially the communists in Europe after the war. In many respects the social,
economic and political conditions in Western Europe, particularly in France and
Italy, seemed to threaten the entire framework of capitalist relations of production.
United States administration was fully aware in the early postwar era that creating a
liberal, open and multilateral international economy required a complex exercise in
social engineering, which combined political and military power with socio-
economic reconstruction. In the wake of the political mobilization of the working
class and the experience of the Great Depression, the US policy makers tried to
balance social welfare concerns and with commitment to a liberal, open and
multilateral international economy.

The Marshall Plan emerged to promote a particular form of societal
organization in Western European states that was committed to promote domestic
social stability and a liberal international economy. The expected outcome of the
Marshall Plan was to restore capitalism in Western Europe and integrate the
continent into this US-led multilateral international economy. Efficient use of the
Marshall aid meant that each recipient country would prepare an economic plan and
all these national plans would be coordinated by an intra-European Agency, the
Organization for Economic Cooperation and Development. However, the scope of
economic planning was determined by the Economic Cooperation Administration.

The aim, as Esposito argues, was not to create a socialist-style intervention in the
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economy, but to coordinate the private activity from above.!* These coordinated
plans, in the view of the US Administration, would facilitate economic integration
of the Western European states and would “help create large European markets,
without commercial barriers, and with healthy free market competition leading to
higher productivity, lower prices, unprecedented growth and ever-growing number
of European consumers.”!** The expectation of the US officials was to overcome
class conflicts in Europe by importing into Europe the American dream of
prosperity for all. For the US administration, economic growth and increased
productivity were not only a precondition for European reconstruction but also a
means of social and political stability for Europe’s traditional class conflicts.

These ideas, namely that class conflicts could be overcome by improving the
general standard of living through economic growth and that working class could
support the prevailing order by securing a greater material stake in that order, can be
traced back to a bipartisan policy synthesis forged in the United States in the 1920s
and 1930s, termed by Hogan as the “New Deal synthesis.”'®> At the root of this
synthesis, according to Hogan, “was an emphasis on co-operating links between
private economic groups and between these groups and government authorities,”
aimed at “equip[ping] particular countries with American production skills,
fashion[ing] American patterns of labor-management teamwork, and, in this and
other ways, maximiz[ing] the chances for economic integration and social peace on
the Continent.”!* Hogan sees the Economic Cooperation Administration, the US
agency that administered the Marshall Plan, as “the hub in an elaborate system of

public-private power sharing.”!” For Hogan, the Marshall Plan was a US-led
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transnational strategy not only to reconstruct the Western European economies, but
also to Americanize their financial system and production relations.

Like Hogan, Pijl also traces the motives for the Marshall Plan back to the
Roosevelt’s New Deal. He considers the Marshall Plan as part of an attempt to export
aspects of American New Deal to Western Europe and as “the first important step
in exporting American accumulation conditions” into Western Europe.'*® He places
greater emphasis on the role of non-state actors in the preparation and
implementation of the Marshall Plan and provides a detailed analysis of how “the
Marshall offensive” transformed Western European productive and social structures
by mobilizing transnational social forces. According to Van der Pijl, Marshall Plan,
along with some subsequent efforts, “led to a concrete transformation of the
European class structure along lines of the US model.”'”® Reordering of European
class relations to resemble the United States model was essential “if a Western
Europe capable of withstanding the challenge of socialism was to be created and
made part of an Atlantic economy in which the American mode of accumulation
could be generalized.”?%

Gill suggests that the postwar US-led international order “involved an
international historical bloc built on Fordist foundations, and on the
internationalization of aspects of the American New Deal model of corporatism and
state planning.”?"! He sees the Marshall Plan as part of an attempt to extend Fordist
accumulation strategies based on Taylorist management techniques to Western
Europe.

As argued by Hogan, Pijl and Gill, the origins of the Marshall Plan can be
traced back to the Roosevelt’s New Deal. The New Deal had been based on the

198 Kees Van der Pijl, The Making of an Atlantic Ruling Class (London: Verso, 2012), 148.
199 Ibid., 138.
200 1hid., 146.

201 Stephen Gill, Power and Resistance in the New World Order (Basingstoke: Palgrave Macmillan,
2008), 61.

88



assumption that domestic stability could be possible by improving living standards
through greater productivity; that political conflicts, primarily between capital and
labor, could be resolved by economic growth and prosperity.??? In many ways, the
Marshall Plan made use of the American New Deal experience. At this point, one
should keep in mind that the degree of Marshall Plan’s success in benefiting from
the New Deal experience in Western European countries differed from one country
to another. As Hogan convincingly argues, public and private leaders in the key
European countries sometimes ignored ECA advice and followed social and
economic policies that diverged from New Deal synthesis and Keynesian
strategies.??> There is no doubt that France, Italy, Britain and West Germany differed
in their experiences with the adoption of American-style labor relations and Fordist
production methods. It is beyond the scope of this study to discuss in detail each
Western European country’s experience with the Marshall Plan. The important thing
here, for the purposes of this study, is the fact the Marshall Plan institutions and
mechanisms overall contributed to the construction of a particular form of societal
organization in Western European countries, founded on the American vision of
social stability through a general quest for economic growth and productivity that
had its roots in the New Deal.

As a matter of fact, many of the US policy-makers in the early postwar,
including some of the prominent Marshall Planners, had been engaged in the
planning and execution of the New Deal policies. Many of the influential
businessmen among the Marshall Planners were the members of the Committee for
Economic Development (CED), which had been established in 1942 to guide the
Roosevelt Administration in implementing industrial policies** was a business-led

public policy organization that claimed to have non-partisan technical expertise in
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research to shape public opinion and influence government’s industrial and
economic policy. In the area of foreign policy, it can be likened to the Council on
Foreign Relations. CED members included many businessmen that would occupy
important positions in the Marshall Plan Administration. Among the founders of the
CED were Paul Hoffman, who later became the administrator of the Marshall Plan;
Philip Reed, who became chairman of the Anglo-American Council on Productivity;
William Batt, who later was assigned to the Marshall Plan mission in London; David
Zellerbach, who headed the Marshall Plan mission in Rome; and William C: Foster,
who was assigned as Assistant Deputy Administrator of the Marshall Plan.?%
Moreover, nine of the nineteen members of President Truman’s Committee on
Foreign Aid were businessmen, and five of those nine were CED trustees.*?

The members of the CED, who later played important roles in the formulation
and implementation of the Marshall Plan, had come to terms with the New Deal’s
economic planning and had been influenced by the industrial growth brought by the
wartime mobilization. These experiences led them to reevaluate the free market
orthodoxy and convinced them of the need for planning and government
intervention. Their faith in free markets was balanced by their concern to prevent
the emergence of financial instability and crises, as had occurred in 1929. To some
degree, they recognized the need for public regulation of capitalism, both
domestically and internationally. Avarell Harriman, a businessman who was the
Secretary of Commerce at the birth of the Marshall Plan and was later assigned
respectively as the head of President’s Committee on Foreign Aid and the Marshall
Plan’s special representative in Europe, stated in 1946: “People in this country are
no longer scared of such words as ‘planning.’people have accepted the fact the

government has got to plan as well as the individuals in the country.”?%” This
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recognition of the need for governmental regulation of capitalism by the US
administration and business was also reflected in the nature of international capitalist
order that the United States constructed after the Second World War.?%®

CED advocated a supposedly apolitical scientific approach to industrial and
economic management, which required government and private sector cooperation
in technical expertise. The aim of this ostensibly “non-ideological” technical
approach was to transform unresolvable class conflict into a general quest for
economic growth and greater productivity, based on harmony and collaboration.
Even though the Great Depression had, to some extent, discredited the liberal
economic thinking and the image of the America's business elite, the ability to
achieve greater level of efficiency during the wartime led to the emergence of a
business-labor alliance through the belief that “United States could enjoy productive
abundance without a radical redistribution of economic power.?*” CED incorporated
business figures that depicted themselves as trustees, public servants or “socially

conscious”?'?

capitalists that were ready to cooperate with labor movement and the
government, trying to recover the image of the America’s business that had been
discredited as selfish and greedy during the Great Depression years.

Efforts by business and government to overcome the Great Depression and
win the war not only led to the occupation of state administrative offices by business
figures, but also created a broad consensus on the necessity of state intervention and
planning to increase productivity and to stabilize the capitalist system. This
consensus had an ambiguous approach based on interventionist planning, which
tried to achieve economic growth and prosperity while avoiding class conflict. It was

an approach that would be extended into the official foreign aid policy of the United

States as the basis for the European Recovery Program. At this point, Maier’s
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concept of “politics of productivity” as an explanatory framework could be helpful
in terms of getting a better understanding of American foreign aid policy towards
Western European countries after the war and the motivation behind the Marshall
Plan in particular. Maier suggests that the Marshall Plan played a role in the
emergence of “consensual American hegemony,” rather than being an instrument of
an aggressive US empire as the revisionists claimed.?!! From this point of view, the
US influence in Western Europe increased because of the Marshall Plan, but only to
the extent that Western Europe countries were willing to accept. While he considers
the Marshall Plan as a constituent part of consensual American hegemony, Maier
analyzes how the US used foreign aid and its position in the international order to
export what he terms “politics of productivity.” Maier uses the term to describe the
United States’ attempt to shape the postwar international order in such a way that
political issues were transformed into problems of production and productivity. He
argues that since the Great Depression, throughout the New Deal years, in the US
business and policy circles the idea had become prevalent that “by enhancing
productive efficiency, whether through scientific management, business planning,
industrial cooperation, or corporatist groupings, American society could transcend
the class conflicts that arose from scarcity.”?'? In other words, Western European
societies would overcome social conflicts resulting from scarcity by improving their
productivity as had the United States done during the New Deal period. As far as the
labor was concerned, politics of productivity meant that class-based labor relations
had to be abandoned, with employers and labor becoming partners in the ostensibly
apolitical (liberal) pursuit of economic growth. From this point of view, history is
not a dialectical series of class struggle, but a linear movement from scarcity to
abundance. Accordingly, the transition from scarcity to abundance is considered as

a matter of efficiency and engineering, not of politics.
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From the very beginning, this American vision of political and economic
stability through economic growth and productivity was clearly visible in the
Marshall Plan administration. ECA’s special representative in Europe, Averell
Harriman, made it explicit in 1949 that improving productivity was a key element
of the European Recovery Program when he suggested that “the program of trade
and financial stability must be accompanied by a program for greatly increasing
productivity.”?!3 In a similar manner, in his speech to the OEEC ministerial council
in October 1949, the ECA administrator, Paul Hoffman, stated that creating a single
Western European market would “accelerate the development of large-scale, low-
cost production industries” and thereby “set in motion a rapid growth in
productivity.”?!* As these statements clearly show, in the eyes of the Marshall
Planners, the productivity was the key to their goals since reviving capitalism in
Western European countries and breaking their dependence on the US foreign aid
could only be possible by raising productivity and competitiveness.

In addition to its role in encouraging intra-European trade, The Marshall Plan
counterpart funds were also assigned a significant role in ECA’s attempts to raise
productivity. Sixty percent of these funds were allocated to industrial modernization
projects such as Monnet Plan in France.?'> A far less expensive but quite effective
ECA initiative to raise productivity was the Technical Assistance Program. This
program was part of a strategy to sell the values of capitalist productivity and hence
prevent the appeal of communism. The program’s aim was to increase efficiency of
industrial production in Western European countries through the introduction of
American production, business organization and labor management techniques.
Technical Assistance Program funded European experts, engineers and industrialists

to visit factories, mines and industrial centers in the United States so that they could
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study and copy American agricultural and industrial production methods at home.
Besides, hundreds of American experts and technical advisers were sent to Europe
for implementing technical-assistance projects, engineering schemes, and
productivity surveys. The ECA also formed productivity teams, working closely
with industry, labor, and government in Europe, and with groups such as the
National Association of Manufacturers, the Chamber of Commerce, and the leading
labor unions, farm groups, and trade associations in the United States.*'® Boel likens

the productivity teams to missionaries on an anti-communist crusade:

From 1949 onwards, a growing number of “missionaries,” usually in
mixed labor-management teams, went to the US to study American
industrial and agricultural production methods. As it gained momentum,
it took the form of a “crusade,” with missionaries going to the American
Holy Land and on their return spreading the gospel of productivity,
which would hopefully save Europe from backwardness and
communism. It was supplemented by tours in Western Europe for
American experts lecturing about methods to improve productivity.?!’

The Marshall Plan was of a high-profile nature. It incorporated various
mechanisms and strategies to disseminate American production relations and
management methods in Western European countries. In addition to the Marshall
aid propaganda through posters, films and radio broadcasts; the Marshall Planners
adopted an extensive propaganda campaign in Europe, known as Information
Program. The information campaign promoted the ideas of productivity, scientific
management, mass production and economic integration. The slogans of the
program, such as “you too can be like us” and “prosperity makes you free,” were
aimed at convincing the Western European populations to adopt the US economic

model.>!® This information campaign in Western Europe was effective, in making
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economic growth “a universal creed and a common expectation to which
governments were expected to conform.”?"”

The success of the Marshall Plan and the construction of the US-led
multilateral international system required reorganizing the societies and reshaping
the ideological and institutional framework within which the working class is
organized. The Administrator of the Marshall Plan, Paul Hoffman, is quoted as
saying that the Plan was a contest “between the American assembly line and the
communist party line.”??° Trade unions were the key players in this contest. The US
officials repeatedly emphasized the need to focus specifically on the trade unions,
where the communist influence was the strongest and whose cooperation and loyalty
were necessary if the social stability and economic growth was to be restored.??! As
early as October 1947, Undersecretary of State, Robert A. Lovett wrote to the
American Ambassador in France to keep “the healthy elements of labor movement”
in the non-communist camp to secure an American-oriented, pro-capitalist Western
Europe.??? Lovett also made it clear that the American aid to France would not
continue unless “a strong, unified and cooperative non-Communist government put
the French house in order.”*?

History of the American trade union organizations and their role in the New
Deal are too complex to discuss in detail here. The crucial point, though, is that in
the late 1940s, two biggest federation of trade unions in the United States, namely

American Federation of Labor (AFL) and Congress of Industrial Organizations

(CIO), had positioned themselves in favor of “politics of productivity” that had been
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developed through the New Deal. These two anti-communist trade union federations
played the leading roles in separating the revolutionary elements from what Lovett
called “the healthy elements” of labor movement in Western European countries. As
Rupert has shown, both of the major trade organizations in the United States played
a prominent role in selling Marshall Aid to European workers, and encouraging the
establishment of anti-communist trade unions because American unionists believed
that economic reconstruction in Western Europe would help increase production
imports to sustain full employment and higher wages at home.??* American trade
unions collaborated with American officials, business and intelligence service in
direct interventions which aimed to marginalize the revolutionary extremists and
incorporate more “moderate” elements of labor in Western European countries as
partners in the historic bloc underlying the new hegemonic order. As a matter of fact,
the Marshall Planners thought that the best ambassadors to sell the Marshall Plan
objectives to the European workers were their American counterparts, who were
coming from a similar class background but had higher living standards. As Carew

puts it:

The aim of ECA was to rationalize and modernize European industry.
Long-established practices and resistance to change on the part of the
employers and workers had to yield to the new methods.” Productivity”
was the vogue word, the American policy of “scrap and build,” of
willing adaptation to change, had to be sold to the Europeans, and who
better to take the message to European workers, than representatives of
their affluent American counterparts, who had directly benefited from
such an approach to industry at home?%*

As a result, American trade unions played an increasingly active and decisive
role in the implementation of the Marshall Plan. An Office of Labor Advisers, which

was established in ECA headquarters in Washington, appointed American trade

unionists as advisers and specialists to the ECA missions in the Marshall aid
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recipient countries in Europe. This labor advisory staff were in close contact with
the local labor movements and they provided technical assistance and counseling to
the unions and governments in Europe on the issues related to productivity,
efficiency and labor-management relations. As Rupert shows, American trade
unions, by using the Marshall funds and working through the Marshall Plan
institutions, successfully contributed to weaken the social and political power of
communist trade unions in Western Europe, such as the Confederation Générale du
Travail (CGT) in France and the Confederazione Generale Italiana de Lavoro
(CGIL) in Italy.??*

This is not to suggest that the Marshall Plan was the only factor that
marginalized communist forces in the early postwar Europe. The divisions in the
trade unions had already existed in postwar Western Europe even before the
Marshall Plan commenced. Moreover, as Carew argues, the political program of the
left in countries such as France and Italy concentrated on social stability and
reconstruction rather than revolution.??” France and Italian communist leaderships
seemed to give priority to economic growth over the questions of property
ownership and distribution of wealth.??® For example, Maurice Thorez, as the leader
of French Communist Party and government minister, underlined production as “the
highest duty” of the French worker.?*” Work hard first, then ask for concessions”
and “produce produce” were the slogans of the of the trade union confederation in
France.?** Therefore, we have evidence to believe that the Marshall Plan was not the
only factor that undermined the social and political power of communist forces in

Europe in the early postwar period. However, the aim here is not to find answer to
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the question “what would have happened if it had not been for the Marshall Plan?”
- a question that is impossible to answer. Nevertheless, the important thing here is
to understand the class dimension of the Marshall aid and its role in changing the
balance among social forces within Western European states and constructing a new
international economic order.

The Marshall Plan laid the foundations of the so-called long boom, which saw
the most widespread growth of the capitalist economies in the world history. It also
facilitated the political and economic integration the former enemies in Europe by
promoting inter-European trade through mechanisms like conditional aid and
drawing rights. But, just as significant as these, is its role in contributing to the
domestic political stability of the capitalist states in Europe by implanting strong
anti-communist tendencies in major sections of the working class and building a
consensus around what Maier calls “the politics of productivity.” Whereas European
workers had been the potential actors for a social revolution in the inter-war period,
in the postwar they turned into “a pillar of the prevailing social order by securing a
greater material stake in that order.”?!

Multilateral vision of a capitalist world economy and anticommunism were
the most notable features of the Marshall Plan. However, the Plan did not primarily
emerge to address the perceived Soviet geopolitical threat to the security of Western
European states, but rather, it emerged as a response to the threats that social and
economic instability in other capitalist states could pose to the US-led international
capitalist order. As Saull rightfully observes, the Marshall Planners were concerned
less with the direct threat Soviet policies posed and more with how balance of power
among domestic social forces in Western European states could have geopolitical
outcomes that are advantageous to the Soviet Union.?*? In this respect, the Marshal
Plan clearly illustrates that foreign aid was not simply a strategic instrument in the

geo-strategic and political rivalry between the two superpowers, but rather, it was
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part of a wider systemic conflict between capitalism and communism involving
states and social forces other than the superpowers. It was primarily a response to
the socio-economic challenges that the political instability and economic crises in
the other capitalist states in the early postwar period posed to the US-led
international capitalist order. In this regard, the contemporary calls for the Marshall
Plan for different regions like Middle East or Sub-Saharan Africa are at best
ahistorical, if not altogether meaningless. One should keep in mind that the Western
European countries that received the Marshall aid already had the institutions that
were necessary for the functioning of the capitalist economic order. Legal system to
enforce market contracts, property rights and technical skills were all available in
these countries.

The Marshall Planners successfully used conditional aid mechanism to shape
and influence the political and economic developments in the recipient countries in
favor of the capitalist socio-economic interests. In the longer term, what was more
important than the material and financial resources that the Marshall Plan provided
was its role in changing the environment in which economic policy was conducted
and promoting certain concepts, such as productivity and economic growth, as

common sense while marginalizing communist influence.

3.3. Development of Aid during the Cold War Period

3.3.1. Aid at the Service of Development Economics

The perceived success of the Marshall Plan had given American foreign policy
makers the confidence to believe that it was a model of successful foreign policy
that could be transplanted from Europe to the other regions of the world. Paul
Hoffman, the administrator of the Marshall Plan stated in 1951: “We have learned
in Europe what to do in Asia, for under the Marshall Plan we have developed the

essential instruments of a successful policy in the arena of world politics.” %
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Economists and policy makers seemed to be convinced that the foreign aid
mechanisms, which had been efficiently used in Western Europe during the
implementation of the Marshall Plan, could be exported to the postcolonial regions.
With the process of decolonization, promotion of economic growth and
industrialization in poorer countries became an international issue. Throughout the
1950s and 1960s, the debates about aid and development revolved around
development economics and modernization approach. Development economics
emerged after the war as an economics specifically about the development-related
problems facing the developing countries, whereas modernization was distinctly an
American approach to development and it contained social and political as well as
economic elements.*** Despite there being disagreements and differences both
among and between development economists and modernization theorists, it is
possible to draw from each of them certain shared assumptions and arguments about
development and aid. While development economists and modernization theorists
were generally inspired and encouraged by the Marshall Plan, the regions they
sought to develop had noticeably different socio-political conditions compared to
the Western European conditions that the Marshall Planners had encountered. After
all, building a new factory in a third world country and staffing it with the former
peasants turned out to be a lot more difficult than rebuilding a factory in Germany
or France and putting the already qualified local labor force back to work after the
war. >

The emphasis on economic growth and productivity to counter the appeal of
communism increasingly continued after the Marshall Plan. “Politics of
productivity,” which was mentioned in the previous section, became the political

and economic conviction during the 1950s, based on the successful experience of
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the Marshall Plan. The mainstream development economists’ toolkit in 1950s
contained theories and concepts such as the “big push,” “balanced growth,” “take-
off into sustained growth,” “critical minimum effort thesis.”?*® What all these
theories and concepts had in common was equating economic growth with
development. It was thought that what separated the less developed countries from
the developed ones was the lack of savings and investments that were necessary for
economic growth. In a context where development was simply defined as economic
growth, theoretical and empirical studies on development assistance mostly focused
on the effectiveness of aid in promoting growth, measured in terms of gross domestic
product. Other economic and social objectives of aid were considered as
complementary to economic growth. As a matter of fact, the search for a formula for
economic growth has been a constant in the development aid literature, thought the
path to growth has often changed over time.>’

In the early postwar years, the role foreign aid was initially discussed within
the framework of Keynesian-inspired growth models. The most influential of these
was the so-called Harrod—Domar model. This model assumed that savings and
investment were the keys factors determining growth. This model simply tried to
calculate investment requirements for a targeted growth rate through a few simple
equations. The gap between the amount of a country’s domestic savings available
for investment and the amount necessary to achieve a certain growth rate came to be
known as the “savings gap.” Since savings in developing countries were likely to be
too low to achieve the planned growth rate, aid was assumed to play a supportive
role in relieving the saving constraint and increase investment thus leading to
economic growth. Given that developing countries were characterized by low

productivity and thus low domestic savings, capital in the form of aid would have to
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come from abroad. As can be seen from these assumptions, in the postwar era, the
necessity of foreign aid has always been at the core of the discussions on how to
achieve development in developing countries from the very beginning.

The so-called Harrod-Domar model and its various extensions simply assumed
that the correct quantity and combination of saving, investment and aid were all that
was necessary to solve postcolonial social and economic problems. The simplicity
and ease of use of these “magic growth equations” to determine the amount of
foreign aid required to achieve a certain growth rate made them very attractive for
scholars and policy makers.

Another conceptual framework that is used to justify aid-growth relationship
in the early literature on aid was the Two Gap Model of Chenery and Strout.?*8
Primarily based on the Harrod-Domar model, the two-gap model of Chenery and
Strout contributed to foreign aid literature by focusing on not only saving constraint
but also foreign exchange. The two-gap model pointed out that international trade
and foreign exchange besides domestic savings were also important for economic
growth and that a gap between import requirements and export earnings could
reduce economic growth by constraining both imports and savings. In the Two Gap
Model of Chenery and Strout, the role of aid was to cover the gap between capital
investment needs and domestic savings (the internal gap), and to overcome the trade
gap by financing imports (the external gap).?*’

As from the early 1970s, aid started to be increasingly analyzed in the context
of the so-called two-gap model, which focused on aid’s impact on growth via
savings and investment. Some of the studies on aid-growth relationship confirmed
the positive impact of aid on growth, whereas some others argued that foreign aid
does not necessarily lead to growth and development of the poor countries went

beyond savings or foreign exchange constraints. For example, Papanek, in a cross-
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country regression analysis of thirty-four countries in the 1950s and fifty-one
countries in the 1960s, taking foreign aid, foreign investment, other flows and
domestic savings as explanatory variables, concluded that foreign aid was more
effective in providing growth than the other variables.?** The positive impact of aid
on growth in the case of 28 Sub-Saharan countries over the period 1968-1982 was
confirmed by Levy.?*! Subsequently, in consistency with these findings, Fayissa and
El-Kaissy, in a cross-country study of seventy-seven countries over the periods
1971-1980, 1981-1990 and 1971-1990, found a positive correlation between aid and
growth.?*? On the other hand, several studies have rejected the positive relationship
between foreign aid and growth. Griffin was among the first to publish empirical
research that found negative correlation between aid and economic growth. In 1969,
Griffin argued in a study covering Latin America that there was a negative link
between high aid levels and savings rates in the countries concerned.?*® In a later
study in 1970, Griffin and Enos argued that aid flows could retard development by
leading to lower domestic savings, by distorting the composition of investment, by
frustrating the emergence of an indigenous entrepreneurial class, and by inhibiting
institutional reforms.?** In the following years, many other studies followed showing
no or little relationship between aid and growth. For example, Voivodas, in an

analysis of 22 least developed countries over the period 1956-1968 found that aid
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has no impact on economic growth.?*® Weisskopf also underlined the negative
effects of aid on domestic savings of the recipient countries by examining 44
underdeveloped countries in 1972.%* Mosley, in his analysis of 83 developing
countries over the period 1969 and 1977, found “a weak and insignificant but
negative correlation between aid and growth.”?*’ In a subsequent study, where
Mosley and co-authors used different sub-periods and samples of developing
countries, they found no significant relationship between aid and growth.?*® A
number of reasons were listed for why aid may not be effective in providing
economic growth, but the common denominator in these studies that found negative
relationship between aid and economic growth was the observation that aid leads to
lower domestic savings. Despite decades of trying, the quantitative studies on aid
effectiveness have not reached a conclusion on whether aid works or under which

conditions it works better.

3.3.2. Aid at the Service of Modernization Approach

Soon after gaining their independence, it became obvious that the mainstream
developments economists’ expectations about the self-sustaining economic growth
in postcolonial countries were exaggerated. None of the postcolonial countries
seemed to be on the path to sustainable industrial growth. Modernization theory now
emerged supplementing economics with social and political factors that had been

outside development economists’ focus of attention. It claimed to go beyond
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economics by giving primacy to sociology and political science in theorizing about
the requirements for, and impediments to, development.*’

However, not unlike mainstream development economists, modernization
theorists also argued that, at the end of the day, economic growth that was pursued
within a capitalist framework would provide the solution to the postcolonial social,
political, and economic problems. As one of the most influential articulators of
modernization approach, Walt W. Rostow’s theory of economic growth can be
considered a transition between development economics and modernization
theory.?>°

From the onset of the decolonization, the fear that the Soviet Union could
provide a better example of development model to the newly independent countries
than the West became the main concern of the modernization theorists. The success
of the Soviet Union in achieving rapid industrialization and growth caused much
anxiety among American policy makers and social scientists. This concern for the
Soviet development model as an alternative was most obviously reflected in the
subtitle of W. W. Rostow’s famous book, The Stages of Economic Growth: A Non-
Communist Manifesto. ! Rostow argued that there were five phases of
development, which a country had to pass through: (1) the traditional society, (2) the
preconditions for take-off, (3) the take-off, (4) the drive to maturity, (5) the age of
mass consumption. For Rostow, distinct stages had different foreign policy
implications for the United States and he assigned a significant role to foreign aid at

“take-off” stage, which is characterized by dynamic economic growth.?>? The role

29 Radhika Desai, "Theories of Development," in Introduction to International Development
Approaches: Actors, Issues, and Practice, ed. Paul A. Haslam, Jessica Schafer, and Pierre Beaudet
(Ontario: Oxford University Press, 2012), 53.

250 Walt. W. Rostow, The Stages of Economic Growth: A Non-Communist Manifesto (Cambridge:
Cambridge University Press, 1960).

2 Walt. W. Rostow, The Stages of Economic Growth: A Non-Communist Manifesto (Cambridge:
Cambridge University Press, 1960).

252 Max Millikan and Walt W. Rostow, A Proposal: Key to an Effective Foreign Policy (New York:
Harper and Brothers, 1957), 53.

105



of aid was seen as a source of capital to trigger self-sustained economic growth
through investment.?** It was believed that properly used aid would also help to
overcome bottlenecks, especially in infrastructure, during the take-off period®*. In
practical terms, this assumption gave rise to a foreign aid policy, which was based
on the notion that “massive dose of aid and foreign capital to less developed
countries would enable them to get ready for take-off.” 25

In addition to his theoretical contributions, Rostow was also heavily involved
in the formulation of the foreign aid policy of the United States. While he was
working for Massachusetts Institute of Technology (MIT), Rostow cofounded, with
economist Max Millikan, The Center for International Studies (CIS). This academic
institution, which was funded by CIA, was concerned with promoting US foreign
aid and international policies to prevent the spread of communism to the developing
countries. In 1954, Millikan and Rostow wrote a report on how the aid program for
the underdeveloped countries could help promote economic growth and political
stability, which outlined the theoretical basis for an aid and development policy in
the postcolonial countries. In this report, which was later entered into the
Congressional Record in 1957 under the title Objectives of the United States
Economic Assistance Program, Millikan and Rostow recommended avoiding
strictly military approach to foreign policy and they called for a shift in emphasis
from military to economic aid.?*®

This report was further expanded and was published by the CIS under the title

A Proposal: Key to an Effective Foreign Policy.? It systematized the economic
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arguments first stated in the Objectives and defined economic criteria for
determining the appropriate level of aid for a given country. The report suggested
that the recipient country’s place in the stages of economic growth had to be
evaluated for its technical and administrative capacity to use the aid effectively. Aid
would be used to help developing countries to establish the required conditions for
take-off>*8. Moreover, the report emphasized that the recipient country’s national
development program had to be “consistent with the requirements of expanding
world commerce and the international division of labor.””>>

For almost a decade, Rostow’s take-off theory was, as Hardin sarcastically put
it, “the fair-haired boy of the foreign aid establishment2*’. However, it soon lost its
popularity among development circles. The ostensible optimism of the early theories
and models of modernization that democracy and prosperity would be the inevitable
outcomes of modernization process was short-lived and was soon replaced by a new
development aid perspective that gave priority to political order and stability. For
example, Wiggins challenged the perceived connection between development and
stability by suggesting, “it is by no means assured...that an increase in the living
standards will bring with it a political stability favorable to American interests.”¢!
Hoselitz and Weiner suggested that development could lead to more violence; they
used India, Asia, Africa and Latin America as examples of their argument.?%?

The mainstream accounts generally argue that the early theories and models

of modernization approach, represented by scholars such as Gabriel Almond and
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Walt W. Rostow, were naive and over-optimistic intellectual exercises about
economic growth and political stability in the postcolonial countries, whereas the
actual experience of the postcolonial countries was one of increasing social and
political disorder. The story goes that optimism began to disappear around the mid-
1960s due to the disillusionment over the actual performance of the newly
independent states. As a result, some scholars, such as Samuel Huntington, rejected
the early theories and developed new theories that gave priority order and stability
to deal with this new situation. These mainstream accounts put the blame on the
postcolonial countries for the lack of sufficient economic development and political
stability, while portraying early modernization theorists as “naive” scientists that
had placed more confidence in the newly independent states than they should have
done.

The shift away from the focus on economic growth to “order and stability” in
modernization theory seems to have been poorly understood and misinterpreted by
these mainstream accounts. As already indicated, the early modernization theorists
put more emphasis on economic growth models. During the late 1960s, however,
economic and social problems in the postcolonial countries were re-evaluated by the
Western scholar and policy-makers. There was a shift away from the idea that
economic growth through foreign capital (in the form of foreign investment and
foreign aid) was sufficient to prevent social conflicts. A new perspective, which gave
priority to political order and stability, emerged. According to this new perspective,
political order was more important to manage the social conflicts that would
unavoidably emerge during the process of modernization. From this study’s point of
view, this shift in the emphasis from economic growth to order and stability must be
evaluated in the context of the intensification of the Cold War inter-systemic rivalry.
The revolution in Cuba followed by an unsuccessful US engagement in Vietnam and
the revolutionary instability and reaction in Latin America and South Asia were
influential in undermining the original optimistic assumption that economic growth
was the key to contain communism. Moreover, this change of focus towards order

and stability must be understood as a revision of, rather than a rejection of, early
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modernization approach. Because, the difference between the earlier theories that
focused mainly on economic growth and the perspectives of the late 1960s that gave
primacy to political order lies not in their basic assumptions and ultimate goals, but
only in the means that they use to the same end- that of containing communism.
Early modernization theorists like Millikan and Rostow considered economic
stagnation and poverty as a breeding ground for communism. Therefore, they
believed that the best means to contain communism was to promote rapid economic
growth within a capitalist framework. From this point of view, the underlying
rationale of aid was to provide the necessary conditions for self-sustained economic
growth. On the other hand, subsequent perspectives, which were more concerned
about order and stability and in the context of increasing inter-systemic tensions,
saw foreign aid as a means of counter-insurgency and stabilization. Whatever role
is assigned to aid by different versions of modernization approach in 1950s and
1960s, it was always subordinate to the goal of containing communism. As fear of
the spread of communism grew, so did the interest in the foreign aid. As a matter of
fact, the leading modernization theorists regarded the “Soviet threat” as the starting
point for thinking about foreign aid. Even though they sometimes disagreed on how
the practical implementation of aid should be, they regarded it as serving the same
political objective, that of preventing these countries from adopting communism.?%3
In this regard, rather than being a “naive” intellectual exercise that had over-
optimistic expectations from the post-colonial countries, modernization was an
approach that had very significant practical applications and consequences for the
populations of developing countries. As far as aid was concerned, modernization

approach played a prominent role in the transformation of aid into a military weapon.
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3.3.3. Militarization of Aid: Development Aid as a Weapon of War

As already indicated, after the completion of the Marshall Plan, the emphasis
on economic growth and productivity to counter the appeal of communism
continued during the 1950s. However, concurrently, it was also possible to observe
a gradual shift towards a more military emphasis in the United States foreign aid. It
first became manifest in the name change of the United States’ aid agency. In 1951,
the US Congress established the Mutual Security Agency, which replaced the
Economic Cooperation Administration that oversaw administering the Marshall
Plan. This new agency was set up to administer economic assistance as well as
military assistance programs, bringing them under the same roof.

Here we need to make a distinction between military aid and the militarization
of development aid, which are often confused. In its broadest sense, military aid
involves the transfer of military equipment and services or the provision of grants
and loans to help countries purchase weapons of war. As already discussed in the
section on the definition of aid, even though military aid is not considered and
reported as official development assistance, the distinction between military aid and
development aid has always been blurred from the very beginning. Militarization of
aid, on the other hand, involves the use of development aid for battlefield purposes.
Southeast Asia region served as the laboratory for this militarized approach to
development aid.

East and Southeast Asia were the primary battleground for Cold War and their
rural character was the main problem for American foreign policy makers since the
region was almost entirely agricultural, inhabited by peasants who were not directly
exposed to the authority of the state or the discipline of capitalist markets and
inclined to, as China’s revolution had shown, “sudden and decisive shifts of

allegiance.”?®* The end of colonialism had left huge territories in Southeast Asia
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without authority, and the US administration was disturbed by its inability to provide
intelligence or even predict the social processes in the region that had important
strategic consequences for the United States.?®> Despite the fact that Marshall Plan
had been a success, strategies that worked in Europe were of little use when applied
to the conditions of Southeast Asia. This led American policy makers and
academicians to doubt their ability to grasp the dynamics of peasant societies. The
continent, in Secretary of State Dean Acheson’s words, was “an unknown world”
for the United States.?*® In such a context, the peasants and the rural areas began to
be seen as the obstacles disrupting the application of American influence.
Throughout the 1960s and 1970s, understanding and controlling the dynamics of
rural social environment in Asia was at the center of official and scholarly debates
on development and counterinsurgency.

Against the backdrop of the US administration’s concerns for widespread
peasant uprisings in the region, development assistance was gradually militarized in
Indochina. During the US involvement in Vietnam, military and aid policy were
noticeably merged together.?®” In addition to providing direct military assistance to
the South Vietnam Government against Vietcong guerrillas, the United States also
began to use development aid in support of the US counter-insurgency operations.
The most visible example of it was the Strategic Hamlet Program, which was started
by the United States in rural Vietnam in early 1962. Indeed, Strategic Hamlet
Program was where aid showed its darkest face.

Strategic Hamlets were fortified villages where local peasants were isolated
from contact with Viet Cong guerillas and integrated with the U.S. military

personnel. The Strategic Hamlet Program separated the villages from the insurgents
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and “developed” the fortified area by providing aid. The United States also provided
aid to the South Vietnamese Government to build schools and hospitals and to
provide electricity and some other basic services in these hamlets to encourage the
local peasants to move in. In this respect, Strategic Hamlet Program was a
pacification plan designed to win the support of the South Vietnam’s peasants by
improving their living conditions and prevent the National Liberation Front from
having influence on the rural population.?*® However, when the local peasants
refused to leave their ancestral homes and move to these fortified villages, the United
States army bombed rural lands and farming fields, destroyed crops and even killed
animals so that the peasants would not able to support themselves and move into
these hamlets, while the United States Agency for International Development was
concurrently providing the basic needs and infrastructure in the hamlets through aid.
The areas that the people were forcibly removed were declared as “free fire zones,”
where bombing could be freely employed by the US army. Any civilian remaining
in the free fire zones were assumed to be a Communist guerilla or a sympathizer.
When viewed from this perspective, interminglement of aid and counter-insurgency
strategies resulted in the forceful displacement and massacre of local populations in
the name of modernization and development. The US aid workers took part in the
displacement and massacre of the peasants alongside the US soldiers as part of this
pacification program.®®

Huntington’s “controlled and forced-draft urbanization was the foundation of
the implementation of the Strategic Hamlet Plan.?’® Forced-draft urbanization (also
called forced-draft modernization) involved direct application of military power on

rural populations to spur huge migrations to urban areas. As elegantly described by
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Dunlop and Fairhead, the aim of these programs was to weaken the support for the

National Liberation Front’s rural revolutionary strategy:

Strategic Hamlets sought to create a front in a frontless war in the
jungles, integrating US troops with Vietnamese civilians, creating
colonized spaces that forced the Vietcong to attack civilians and to
betray their slogan that they ‘fight for the people’ when assaulting US
military instillations. The intended purpose of these programs had at
least three general outcomes: first, to separate people from the local
insurgents to prevent any support (or joining). Second, they created
racial and political divisions between people, while using violent force
and concessions to encourage people to collaborate with state or colonial
authorities. Third and most important to this paper, they introduced new
technologies that assisted in integrating rural people into national
political and economic structures. This was accomplished by spreading
state propaganda, imposing export-based agriculture, and structurally
designing these reservations around helipads, communication towers,
and roads.”"!

The Strategic Hamlet Program removed villagers from their homes by force
and confined them in unfamiliar locations behind walls, where they experienced
deteriorated and humiliating, not improved, living conditions.?’? The United States
Agency for International Development (USAID), which is the official development
aid agency of the USA, was directly involved in the Strategic Hamlet Program.
Latham has shown that CIA field reports, USAID officers, and RAND Corporation
studies in the 1960s clearly admitted how Vietnamese peasants resented being forced
out of their ancestral lands and Strategic Hamlet was a failure from both
development and military perspectives.?’”> The US Embassy in Vietnam once
reported that the local residents of the Thua Thien-Hue region of Vietnam likened

the strategic hamlets to “small concentration camps.”?’* A leaflet prepared by the
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US army during the Vietnam War gives a sense of how the Strategic Hamlet program
was used in psychological operations to control the rural population. The leaflet
depicts rural people happily living inside a hamlet, whereas outside the fence another
Vietnamese peasant shakes with fear as a soldier holds a gun against him.?"

While a detailed exploration of the Vietnam War is beyond the scope of this
study, it is important to point out that during the Cold War, nowhere was this more
visible than in Vietnam that development aid could literally be used as a weapon of
war. Established with the passage of Foreign Assistance Act of 1961 under the
Kennedy Administration, the United States Agency for International Development
(USAID) took over many of the assistance programs launched in Vietnam by other
government entities. Even when the United State withdrew its troops from Vietnam
in 1973, it left a huge foreign aid program to ensure that South Vietnam regime
survived, although it was a short-lived mission given the collapse of South Vietnam

in 1975.776

3.3.4. Aid at the Service of Rural Development and Basic Needs Approach

From a foreign aid perspective, the United States’ engagement in Vietnam had
major impact on aid policy. The use of aid as a counter-insurgency instrument in the
rural areas of Vietnam influenced thinking about development. In the following
years, rural development and basic needs was the two prominent subjects of foreign
aid policy that had their roots in the Vietnam experience. The concern for the
destabilizing and detrimental effects of development increasingly continued
throughout the 1970s. The industrialization of the developing countries was put into
doubt when the process seemed to threaten the Western security interests.

Industrialization started to be associated with social unrest and revolutionary
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consciousness. This led to a new development approach, which was based on the
idea that expectations and wants had to be moderated in the developing world for
having order and stability. This idea formed the basis of what became known, as the
basic needs approach. This approach was a development model that gave priority to
the basic needs of the poor as opposed to the development models prioritizing
industrialization and growth. The basic needs approach was presented as being a
more human-centered and locally relevant process. Based on the idea of basic needs,
The United States’ Foreign Assistance Act, which was approved by the Congress in
1973, focused on the reduction of extreme poverty by providing credit in order to
increase the productivity of small farmers in the developing world.?’”” By the mid-
1970s it was evident that the official international thinking was questioning the
wisdom of industrialization and turning towards securing the basic needs of rural
populations, primarily through policies maintaining labor-intensive production. In
this context, the dominant aid strategy became rural development projects focusing
largely on small farmers. Among major donors, such as USAID and the World Bank,
aid strategy shifted away from investment projects in power, transport and
telecommunications towards projects in agriculture and rural development.?’® The
World Bank adopted the basic human needs approach to its development lending by
increasing its loans to the agricultural sector. Insisting on the direct correlation
between development and security, the World Bank President McNamara stated that
it was economic backwardness and the contradictions of modernization that led to
radical ideologies.?’” Much has been written about the Presidency of the World
Bank, Robert Mcnamara, as the man who brought rural development and basic needs

focus to the World Bank, placing poverty reduction at the center of development
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during the 1970s. Kapur, Lewis and Webb found the source of poverty focus of the

World Bank in Mcnamara’s exceptional personality:

The sudden upgrading of poverty alleviation under McNamara was an

exceptionally personal decision. Need and poverty had surfaced in many

ways as a criterion for Bank operations during the 1960s. McNamara's

stance on poverty, however, was far more explicit and aggressive than

anything yet countenanced by the institution. If he eventually created a

core group of advisers and managers who appeared to share his vision,

the intensity of his commitment set him apart.*

Rather than the personal efforts of Mcnamara, the roots of the emphasis on
rural development and the basic needs should be sought in the concern about the
spread of communism in South East Asia and the Vietnam experience, If it is insisted
that the emergence of the emphasis on rural development be explained by placing
Mcnamara at the center of the analysis, in this case it would make more sense to start
from Mcnamara’s approach to poverty and rural development when he was the U.S.
Secretary of Defense. Mcnamara was appointed at the World Bank in 1968 after
serving for seven years as Secretary of Defense under the Kennedy and Johnson
administrations. As the Secretary of State, he was one of the architects of “Strategic
Hamlet Program,” which he described as the “backbone” of the South Vietnamese
President Diem’s program to contain the communist insurgency in the rural areas of
South Vietnam.?! In 1968, Mcnamara, who was leaving his position as the US
Secretary of State to assume the presidency of the World Bank, noted that transition
to modernization had “turned traditionally listless areas of the world into seething
cauldrons of change,” where insurgency grew out of frustration emerging from
poverty. The Vietnam experience led him to question meeting the challenge by

military means alone. He argued that the donor countries had to allocate more

resources to development aid, not for humanitarian reasons, but because “a dollar’s
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worth of military hardware will but less security for themselves than a dollar’s worth
more of developmental assistance.”?®? Therefore, During Mcnamara’s tenure, the
World Bank’s sudden “discovery” of poverty and rural development as a strategy to
address it should be considered as an expression of a wider Cold War concern that
poverty and the contradictions of modernization provided a fertile ground for radical
ideologies. Mcnamara problematized poverty more in terms of the threat that it
potentially poses to the order and stability of the developed countries than the well-
being of the populations in the less developed areas.

Just like the World Bank, mindful of the perceived risks of industrialization,
the International Labor Organization (ILO) proposed an investment shift from
physical to human capital, from urban to rural development and from capital-
intensive to labor-intensive activities.?®®> Basic needs approach signified abandoning
the earlier aspirations that developing countries would catch-up with the
industrialized countries, and the continuation of unequal capacities in the
international system. 2% It simply reduced development aid to survival strategies and
limited its scope mostly to the rural agricultural production and small-scale
industries, thereby trapping the developing countries in primary production and low
value-added manufacturing. While legitimizing the lower living standards of
populations in the developing world, the basic needs approach also limited what a
developing state can offer to its people in terms of social services. International and
local non-governmental organizations (NGOs) began to function as channels for aid.
Bypassing state institutions in favor of NGOs and international organizations was

considered as a practical alternative to reach all corners of the rural areas. During
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1970s, USAID started to work in cooperation with NGOs, bypassing governments
to channel funds more directly to local communities. In this context, USAID and
NGOs were partners in keeping local communities away from communism and
promoting the virtues of capitalism.?®* Besides, they also contributed to the erosion
of the legitimacy of the state and its capacity to provide basic services in the
developing countries.

In fact, the emphasis on rural development and the basic needs approach,
which is showcased as a search for a broad-based poverty-centered approach to
development, had less to do with development than it had to do with the search for
order and stability in the rural areas of the developing countries. Even though the
emphasis on rural development and the basic needs was strong at the level of
principle, its application was very limited during the 1970s. The growing emphasis
on rural development was directly related to the efforts for gaining the support of
the peasants, which were attributed a strategic importance in the Cold War rivalry
in the Third World. Even though their support was not always guaranteed, providing
rural development were at least considered as a means to keep the rural areas away
from the appeal of communism. This approach was reflected in Huntington’s words
as follows: “For the political system, the opposition within the city can be disturbing,
but it is not lethal. The opposition in the countryside is, however, fatal. Whoever

controls the countryside controls the country.”¢

3.3.5. Aid at the Service of Structural Adjustment Policies

During the 1970s, the postwar historical bloc that had organized the US-led

hegemonic order was crumbling due to a combined political and economic crisis.
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On the political front, the Vietnam War undermined the legitimacy of the US led
international system, exposing its imperialist as opposed to hegemonic dimensions;
whereas, on the economic front, the so-called “Keynesian compromise” and the
Fordist mode of capital accumulation were no more successful in binding the rest of
the advanced capitalist world to the post-war historic bloc in the face of a falling rate
of profit.?¥” The fracturing of the economic arrangements that had led to the post-
war economic growth and thus social stability not only damaged the anticommunist
compromise between capital and labor, but also threatened the whole capitalist
system. Therefore, the entire system had to be reconstructed around new institutional
and regulatory arrangements to create the conditions for renewed accumulation and
expansion of capital, while maintaining the privileged position of the dominant
social layers in the historical bloc. These moments of reconstruction, when the
existing historical bloc is redefined and reconstructed as a response to the crisis in
the mode of production, are also the moments of opportunity for the social forces
with an alternative socio-economic and political agenda to establish a new historical
bloc. This is how the political and economic conjuncture of 1970s must be
evaluated. This was a period of intense social conflicts between capital and labor
within the core capitalist countries, accompanied by demands for changes in the
international economic system as reflected most visibly in the call for a “New
International Economic Order” in 1974 by the “Group of 77” in a special session of
the UN General Assembly. In sum, the legitimacy of the US-led international
capitalist order came under threat at both domestic and international levels. It was
not until the 1980s that that a “solution” to these challenges was found with the
emergence of a new historical bloc built around neoliberalism across the advanced
capitalist countries. This new neoliberal historical bloc was primarily concerned
with overcoming the crisis of falling rate of profit that had emerged over the 1970s

and early 1980s. As Mcnally argues, the neoliberal transformation generated a new
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wave of economic growth, though a much more uneven and turbulent one than the

economic growth achieved during the so-called “golden age” of capitalism:

By attacking working-class organisations and undermining states in the

Global South; by raising the rate of exploitation and spatially

reorganising manufacturing industries; by generating huge new reserves

of global labour (via accelerated ‘primitive accumulation’); through

massive foreign direct investment, particularly in East Asia; by

introducing new systems of work-organisation and labour-
intensification (lean production), and new technologies — by all these
means, rates of exploitation were increased, South-to-North value-flows

were accelerated, and the rate of profit was significantly boosted from

its lows of the early 1980s ...To be sure, all of this has entailed ‘global

turbulence’ —volatile restructuring, periodic recessions, heightened

global inequalities, and national and regional crises. But it has,
nonetheless, also involved a period of sustained expanded reproduction

of capital 288

Details of the neoliberal restructuring process are well known. However, less
well known is the role that foreign aid played in this process. The period from the
late 1970s to the early 1990s witnessed the rise and proliferation of neoliberal ideas
in the development strategies. The World Bank and the IMF translated the neoliberal
ideas into structural adjustment programs.

A new phase in aid began with the introduction of the World Bank’s structural
adjustment loan in 1980 to Colombia.?® Dominant feature of aid giving in the 1980s
was the imposition of conditions and linked policy advice attached to official
development aid; the idea was not something new but the emphasis became greater.
In line with neo-liberal orthodoxies, recipient countries were primarily enforced to
open their markets, privatize state assets, and adopt less protective trade policies as
a condition for receiving aid. Moreover, they were also encouraged to reduce

government expenditures, a condition from which the basic services, such as health
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and education, were not excluded. Ironically, the World Bank, as the most ardent
supporter of the basic human needs approach during the 1970s, was now advising
the recipient governments to reduce the expenditures on the most basic needs, such
as health, as a condition for providing the structural adjustment loans. As a matter
of fact, it was even considered as necessary to neglect some of the basic needs of the
poor to achieve successful structural adjustment to the international economy.
Neoliberal conditions imposed by the World Bank structural adjustment or
IMF stabilization programs became prerequisites for aid, not only from these
institutions, but also from many bilateral donors, which soon started to adopt the
same policies and priorities. For example, the leading bilateral aid agency, United
States Agency for International Development (USAID) played the same tune when
it described its program as “communicat[ing] with governments to eliminat[ing]
inappropriate subsidies, price and wage controls, trade restrictions, overvalued
exchange rates and interest rate ceilings that curtail economic performance”*°
During the 1980s, the debates on aid effectiveness continued to be ambiguous
about the impact of aid and the research did not move beyond simplistic aid-growth
regression analyses carried out during the 1970s. Like their predecessors, these
studies were using time periods and samples of aid recipient countries to assess the
correlation between aid and growth. However, various neoliberal policy variables
were incorporated into these aid-growth regression analyses. For example, in 1982,
Dowling and Hiemenz tested the aid-growth relationship in 13 Asian countries by
using a number of neoliberal policy variables (such as trade, finance and government
intervention) and concluded that liberal trade and financial policies were conducive

to an efficient allocation of foreign aid.*”!

20US Agency for International Development, Facts About AID, report (Washington, DC: USAID,
1986).

21 John Malcolm Dowling and Ulrich Hiemenz, “Aid, Savings, And Growth In The Asian
Region,” The Developing Economies 21/1 (1983).

121



1980s, as a decade dominated by pro-market and anti-statist rhetoric, provided
a convenient environment for neoliberal critics of foreign aid who argued that
economic assistance distorts the free market and impedes private-sector
development. One of the most frequently quoted critics of aid was Peter Bauer, a
neoliberal development theorist, who as early as 1972 had argued that rather than
helping, “foreign aid...is likely to obstruct” development by creating market
imperfections and distortions.?*> Similarly, In 1981 Edward Feulner, the president
of the Heritage Foundation, suggested “...foreign assistance too often encourages
wrong attitudes and wrong development.”?*> However, the debt crisis prevented
these criticisms from going too far in abolishing aid since both public and private
creditors in the donor countries had too much to lose from the Third World debt
defaults.?*

Indeed, in recent years, we have witnessed the emergence of numerous studies
on development aid that are in favor of the market as an antidote to development aid.
Recently, one of the most popular critics of aid, who follows in the footsteps of Peter
Bauer, is Dambisa Moyo. Echoing earlier arguments of Bauer, she calls for a
complete abolition of aid and offers market-based prescriptions for alleviating
poverty since she believes that “no economic ideology other than one rooted in the
movement of capital and competition has succeeded in getting the greatest numbers
of people out of poverty, in the fastest time.”>*> For Moyo, aid is not the part of the
solution but it is the problem.

Another recent and hotly debated study on aid is that of William Easterly’s
book titled White Man’s Burden. Easterly, another enthusiastic fan of Bauer, offers

292 Peter Bauer, Dissent on Development: Studies and Debates in Development Economics

(Cambridge, MA: Harvard University Press, 1972), 95.
293 Vernon W. Ruttan, United States Development Assistance Policy, 143.
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295 Dambisa Moyo, Dead Aid: Why Aid is not Working and How There is Another Way for Africa
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a strong critique of aid suggesting that the market is a better mechanism for
alleviating poverty and ensuring development than are aid institutions. Easterly
suggests that the free market can deliver millions of copies of a new Harry Potter
book to children around the world on the same day, while aid agencies fail to deliver

in time a life-saving vaccination for dying poor children:

Let’s call the advocates of the traditional approach [to foreign aid] the
Planners, while we call the agents for change in the alternative approach
[favoring the market rather than aid] the Searchers. The short answer on
why dying poor children don’t get twelve-cent medicines, while healthy
rich children do get Harry Potter, is that twelve-cent medicines are
supplied by Planners while Harry Potter is supplied by Searchers...the
mentality of Searchers in markets is a guide to a constructive approach
to foreign aid.>®

In a very equivalent manner to Easterly, a recent study by Thomas Dichter
argues that private sector has been much more effective tool in development than
aid:

The private sector, for all the discomforts about it some may harbor, can

and is being more effective at economic development

than...development professionals have been. Whatever we may not like

about the excesses of capitalism, the private sector will over time give

the poor what they want, which is first and foremost increased spending
power and the means to get it.?%’

Although they all recognize the problems of aid dependency, the studies by
Bauer, Dichter, Easterly and Moyo do not see a necessity to analyze the impact of
colonialism and imperialism on the socio-economic problems of the developing
countries. Just like the aid-growth literature based on the simplistic correlation
analyses, these neoliberal critics of aid never question the unequal and exploitative

relations among the states that create and perpetuate the environment, where aid

2% William Easterly, The White Man's Burden: Why the West's Efforts to Aid the Rest Have Done So
Much 11l and So Little Good (New York: Penguin, 2006), 5.

27 Thomas W. Dichter, Despite Good Intentions: Why Development Assistance to the Third World
Has Failed (Boston: University of Massachusetts Press, 2003), 293-94.
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from outside becomes a necessity. What’s more, what they offer as a solution
(neoliberal market-based development) has proven to create more inequality and
dependency, let alone setting developing countries on a development path free from
aid and domination. These authors are all in favor of market mechanism as an
alternative to development aid for tackling poverty, while conducting an ideological
offensive to persuade us that there is no alternative way to development other than
pro-market solutions. This approach is typical of the neoliberal logic that offers
market as a solution to all socio-economic and developmental problems. The
underlying assumption here is that economic growth will have spillover effects and
lead to improvements in the living conditions of the poor segments of society, which
is a sort of contemporary version of the “trickle down” of modernization approach.
The best way to trigger growth, according to this approach, is to allow the market to
function and reduce public expenditures on basic services and social protection that
are hindering growth. Such an approach fails to recognize the past experiences of
the developing countries with the neoliberal market-based approaches to
development (structural adjustment) that have generated more poverty and
inequality. Besides, while offering neoliberal market-based approach to
development as an alternative to aid, these authors, willingly or ignorantly, neglect
the fact that development aid and market have never been in conflict. On the
contrary, from its beginning, aid is used a means in the restructuring of global
capitalism.

Despite these calls for the end of by neoliberal critics, donor countries have
constantly increased the amount of aid in the neoliberal era since 1980s. Moreover,
in line with the emphasis on neoliberal conditionality during the 1980s and 1990s,
“aid works - no, it doesn’t” debate was added a new perspective that suggested “aid
works, but only in good policy environment.” In other words, aid would play a
positive role in promoting growth to the extent that the recipient countries pursued
neoliberal policies. Aid literature, during this period, started to prescribe what kind
of policies and institutions the recipient countries needed in order to benefit from

aid. A great part of this literature implied that failure of aid was recipient country’s
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fault because they did not have good policy environment or well-functioning
institutions. In other words, provision of aid was conditional on implementing
neoliberal policies, and neoliberal policy environment in the recipient countries was
considered as an important requirement for aid to be effective. Structural adjustment
in 1980s represented a return to growth-oriented, trickle-down approach to
development, where aid in support of “market -friendly” policies was considered to

be more effective than anti-poverty or redistributional programs.

3.4. Conclusion

While conducting a research on historical development of aid in the postwar
era, a researcher should be aware of the fact that every shift in mainstream approach
to development, sooner or later, has found an expression in the policies and
discourses of the aid donors as well as the implementation of the aid projects. As

Hancock nicely summarizes:

The fact that these policies [development aid policies] change radically

- sometimes over quite short time-periods means inevitably that there is

a lack of coherence in the development drive: rather than being a

concerted and determined effort to achieve clear and agreed objectives,

what we actually end up with is something that stops and starts, lurches

forward and then doubles back, kangaroo-hops in a particular direction

one year and then veers off drunkenly in quite another the next.?*8

Development aid approaches have not succeeded one another in a
chronological order. Sometimes different ideas of what development aid’s role
should be co-existed for a decade or so. Some of these assumptions enjoyed a revival
after many years. For example, “trickle-down approach to development,” which had
retreated to a lower profile during 1970s when the basic needs approach was on the
ascendant, enjoyed a huge revival in 1980s. In parallel to aid policies, research

literature on aid effectiveness displayed swift changes as well. For many decades,

2% Hancock, Lords of Poverty, 74.
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the research literature on aid has given mixed messages as to whether aid is effective
in promoting economic growth. There has been a lot of quantitative studies on the
effects of aid on economic growth, some of which were presented above. These
quantitative studies covered different time periods and a large sample of aid recipient
countries from different geographical areas. Their methods of analysis have not
moved beyond simplistic correlational analysis and multiple regression analysis.
Some empirical studies found evidence of aid-growth relationship, whereas some
others failed to find any association, or if they did, it was negative. Their assessment
of aid was limited to its impact on economic growth. From their perspective “aid
works” means that it contributes to the economic growth measured in terms of GDP
in the recipient countries. “Aid does not work™ if it has no effect on economic
growth. These empirical studies simply assumed that poverty and the related
conditions would be resolved once the economic growth was achieved. The
mainstream development economists, who conduct hardcore quantitative analyses
on aid, seem to be in search of a magic formula, which tells us how much aid is
necessary to achieve the required economic growth in the recipient countries. Their
answer to every problem related to development is “economic growth” which is
assumed to move the recipient countries out of poverty automatically. Their
assumption that growth will make everyone better off is based on their blind faith in
the so- called “trickle-down economics”: the bigger the pie, the bigger the crumbs
that fall from the table to the poor. But, these mainstream studies never discuss the
unequal and exploitative production relations and relative poverty emerging from
the very process of “economic growth” itself. They, purposely or ignorantly, neglect
the fact that poverty and economic growth is produced simultaneously, and poverty
is an inherent attribute of the functioning of the international capitalist system
characterized by a history of crisis, slump, and depression. However, let alone
acknowledging the role of aid in the creation and perpetuation of unequal and
exploitative relations among the donor and recipient countries, the so-called
“conditionality literature” mentioned above puts the blame on the aid recipients for

the failure of foreign aid to provide growth. This literature suggests that aid only
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works in the recipient countries where there are good fiscal, monetary and trade
policies. This study is designed to explore whether or not these “good policies,”

which are neoliberal in character, are the cause of poverty and the related problems

at the global level.
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CHAPTER 4

“NEW AID ARCHITECTURE” IN THE POST-COLD WAR YEARS

4.1. Introduction

Given the opposition of the neoliberals to aid, based on their unquestioned
faith in market mechanisms as a solution to poverty and other related problems, it is
quite surprising that the amount and scope of development aid have constantly
grown since the 1980s, especially in the post-Cold War years. After all, neoliberal
governments have generally been in charge in the leading donor countries during the
three decades since 1980s when development aid constantly grew and reached a new
peak of 142,6 Billion USD in 2016.2%° In parallel to their criticisms against aid as an
intervention in the free market, the neoliberal critics of aid began to assert that not
only market mechanisms were superior to aid in achieving development, but also the
main rationale for providing aid had disappeared with the absence of the Soviet
factor. At this point, what requires explanation is why neoliberal donor agencies,
such as the World Bank and the OECD-DAC members, have constantly increased
the amount of aid since the 1980s, and through the 1990s and 2000s even though
neoliberal critics have harshly criticized against aid since the early 1980s and even
called for its abolishment especially after the end of the inter-systemic conflict.

In the political and academic debates on development aid in the post-Cold War
era, there is often reference to new aid architecture. Especially since the late 1990s

and early 2000s, various reports and official documents of the leading development

2% OECD, “Development Aid Rises Again in 2016 but Flows to Poorest Countries Dip,” OECD
Newsroom, accessed August 4, 2016, http://www.oecd.org/dac/development-aid-rises-again-in-
2016-but-flows-to-poorest-countries-dip.htm.
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actors, such as the World Bank, the UNDP and the OECD, are referring to “emerging
aid architecture,” “changing aid architecture,” ‘“development architecture in
transition.”* This chapter is an attempt to explore the continuity and change of
“new” aid architecture in the post-Cold War years.

As discussed in detail in the previous chapter, history of aid has been a history
of adaptation to the capitalist social relations, as well as distinct phases of the inter-
systemic competition during the Cold War. Similarly, aid was quick to adapt to the
changing conditions brought by the end of the Cold War. The leading aid agencies
adopted a new discourse, approaches, and practices according to the changing
circumstances. However, it is questionable whether changes in development aid
discourse and practices in the post-Cold War years amount to a “new architecture,”
since the concept of “new aid architecture” gives the impression of a fundamental
and essential shift from the traditional aid delivery mechanisms and institutions or
an important change in the relations among donors and recipients. By examining the
changing nature of aid in the post-Cold War years, this chapter intends to figure out
to what extend such a fundamental transformation in donor-recipient relations, aid
delivery mechanisms and donor institutions has taken place.

As already said, aid has been used as a leverage by the neoliberal donor
countries to make developing countries implement the structural adjustment policies
as from the initial phase of the neoliberal project starting from the 1970s and
throughout the 1980s. Although the Bretton Woods institutions and the OECD
donors tried to cooperate more closely as conditionality has come to feature more

strongly in their aid programs, they were not successful in achieving coherence.

300 See, for example, Danny Cassimon, Stijn Claessens, and Bjorn Van Campenhout, “IMF
Working Paper: Empirical Evidence on the New International Aid Architecture,” December 1,
2007, accessed September 5, 2017,
https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Empirical-Evidence-on-the-New-
International-Aid-Architecture-21463; World Bank, “Aid Architecture: An Overview of the Main
Trends in Official Development Assistance Flows,” April 05, 2007, accessed January 21, 2018,
http://documents.worldbank.org/curated/en/745221468313781790/Aid-architecture-an-overview-
of-the-main-trends-in-official-development-assistance-flows. See also, OECD, Development
Assistance Committee Reflection Exercise: Investing in Development -A Common Cause in a
Changing World, (Paris: OECD, 2009).
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There were disagreements among donors about aid practices and the nature of aid
conditions. Several bilateral donors were providing aid, but they were making
different demands on recipients according to their particular interests and agendas.
Against the backdrop of this increased fragmentation of aid resources and growing
doubts about structural adjustment programs, the World Bank and the OECD
increasingly took the lead in setting the agenda of aid policy and uniting the donor
community around a common framework in the 1990s. As the most influential
development actor, the World Bank made use of the “window of opportunity,”
which had emerged after the disintegration of the Eastern Bloc, to become the
leading agency in redefining the development research and aid practices.’! As from
the early 1990s, the donor community led by the World Bank started to place poverty
reduction back at the center of development aid agenda. Following Cammack,*??
this study considers poverty reduction strategies of the international donor
community led by the World Bank as part of a wider and global strategy aiming at
enhancing the discipline of capitalist accumulation on a global scale in the absence
of the Soviet factor. This wider and global strategy is formed of securing the
hegemony of capital over labor, promoting market dependence through global
proletarianization of the poor and imposing the disciplines of capitalist
competitiveness on a global scale. In this regard, Cammack’s analysis of the World
Bank’s poverty reduction strategies in support of “promoting the proletarianization
of the poor at the global level” and “maximizing the level of competitiveness
throughout the global capitalist economy” may give the key to understanding the

role that aid has been assigned in the post-Cold War years. The role of aid in

301 Graham Harrison, The World Bank and Africa: The Construction of Governance States (London:
Routledge, 2007), 50.
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enforcing the neoliberal policy prescriptions and attendant policies of deregulation,
liberalization and privatization is well-known and well-documented. What is less
emphasized, and under-researched, is the role that aid plays in these two central
aspects of the neoliberal project that Cammack focuses on. This study assumes that
these “competitiveness-oriented poverty reduction strategies” and “process of
proletarianization of the world’s poor” might be relevant in explaining the logic of
international aid and the shape that it has taken in the post-Cold War years. In
seeking to understand the emergence of the so-called “new aid architecture” in the
post-Cold War era, this chapter is designed to explore whether and how aid has
played a role in promoting proletarianization and capitalist competitiveness at the
global level in the post- Cold War era. To this end, it first analyzes the relevance of
aid to the wider project of the proletarianization of the remnants of labor in the post-
Cold War years. It then focuses on the role of aid in transforming social and
industrial relations to promote the competitiveness not only of aid recipient
countries, but also of the global capitalist system. In this respect, it is to pay
particular attention to the so-called global supply/value chains. All these discussions
are related to a more general discussion that questions the purpose and usefulness of

poverty reduction-oriented aid strategies in capitalist system.

4.2. The “New Aid Architecture”

Development aid architecture can be defined as the rules and institutions that

govern aid flows to developing countries.>® It includes political and administrative

303 Developing country is a term that is commonly used by the leading development agencies to
describe a wide range of countries with low-income and middle-income economies. Low-income,
aid-recipient countries have been alternatively and interchangeably called “backward”, “poor”,
“undeveloped”, and “underdeveloped”. However, since this terminology has been considered as
bearing the traces of the colonial discourse, these terms are rarely used today; and the donor agencies
prefer to use developing country when they refer to the poorer aid -receiving countries. Developing
countries include countries as diverse as aid recipient countries of sub-Saharan Africa and middle-
income donor countries like Mexico, Turkey, and India. Classification of developing countries is
further complicated by different criteria used by different organizations. For instance, low-income
countries are defined by the classification set up by the World Bank, while the least developed
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institutions, channels and modalities of aid delivery, instruments of finance and
forms of development cooperation between donor and recipient countries. The
literature on development aid had broadly distinguished two “aid architectures”:
traditional aid architecture, which emerged in the early postwar period and lasted
until end of the Cold War; and the “new aid architecture” that started in the early
1990s and is still prevalent today.>%*

International aid architecture, as we know it, was mainly framed by the
strategies, institutions, and practices of inter-systemic rivalry during the Cold War.
The bipolar structure with opposing alliance systems gave rise to a Western system
of liberal development model and an alternative Soviet development model. These
two systems developed their separate initiatives and institutions to regulate trade and
development cooperation. For example, Marshall Plan as an initiative and World
Bank and the OECD as the institutions played central roles in coordinating Western
development cooperation, while the Council of Mutual Economic Assistance
(COMECON) was created to manage trade and technical cooperation among the
countries in the Eastern bloc. However, mainstream literature on aid simply depicts
the Soviet development cooperation as an instrument of the Soviet expansionism
without paying attention to the theoretical framework and practical implementation
of economic and technical cooperation in the Eastern bloc as an alternative
development cooperation model. Therefore, traditional aid architecture, in fact,
refers to the foreign aid rules, initiatives and institutions that have been shaped by
the United States’ broad international economic goals and the narrower goal of
containing communism in the inter-systemic conflict during the Cold War. As such,

traditional aid architecture is limited to the rules and institutions governing Western

countries, which receive particular development attention from the donors, are defined by the United
Nations Economic and Social Council.
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development cooperation, rather than taking into account Soviet technical and
development cooperation model as an alternative.

As shown in the previous chapter, foreign aid’s coercive role as a weapon
against the perceived communist threat was more visible than its consensual role in
the formation and the perpetuation of the US-led hegemonic order during the Cold
War period. When the Cold War ended, many policy-makers and scholars in the
West started to argue that the main rationale for aid disappeared because it was no
longer a necessity to buy allies in the Third World to make sure that they do not
move to the Eastern bloc.3? For instance, an International Herald Tribune article
in 1993 questioned the relevance of aid in the post-Cold War world suggesting, “the
purpose of containing the Soviet Union, which drove foreign policy and aid
decisions for decades disappeared with the Soviet Union.”*% These assertions were
mostly based on the mainstream approaches to the Cold War and the foreign aid,
which simply considered the former as a military struggle between the two
superpowers and the latter solely as a strategic instrument in this struggle. As Riddell
suggests, these statements about “the end of political aid” in the early post-Cold War
years were well matched to those that were claiming “the end of history.”"

While some believed that aid had lost its relevance with the end of the Cold
War competition, the leading development actors ostensibly considered the end of
the Cold War as an era of fresh opportunity, during which the focus of aid policies
would be directed away from geopolitical concerns to a sincere commitment to
development and poverty alleviation. Human Development Report, which was
published by the UNDP in 1994, considered the end of the Cold War as “a rare

opportunity” for restructuring foreign aid in a manner that gives priority to human-

305 See, for example, Olav Stokke, The UN and Development: From Aid to Cooperation
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centered development and security.>*® Similarly, the OECD stated that the end of the
Cold War rivalry in the third world would enable aid efforts to be more closely tied
to “not only economic performance, but human rights, progress towards democracy,
control of military expenditure, and attention to environmental sustainability.”3%
The expectations that the end of the Cold War would lead to a transfer of financial
resources from military spending to social sectors was popularly termed the “peace
dividend.”*!° However, even a cursory research on aid flows during the 1990s shows
that the so-called “peace dividend” did not materialize. On the contrary, throughout
the 1990s, there was a 40 per cent decline in the aid provided to the Sub-Saharan
Africa, which experienced the most serious humanitarian and developmental
challenges in the world.*!!

It goes without saying that the end of the Cold War brought profound changes
in the development aid landscape. The most important discontinuity was the
disappearance of the Soviet Union and Eastern bloc countries as aid donors, and the
emergence of Eastern Europe and the countries of the former Soviet Union as aid
recipients.’'> As donors sought to build influence to expand capitalism in former
communist states, the funds provided by the Western donors changed direction away
from Sub-Saharan Africa and Southeast Asia to Eastern Europe and the newly

independent states of the former Soviet Union. The years since the end of the Cold
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War have shown that aid is more than simply being an instrument of the Cold War.
Indeed, as will be discussed in the following, foreign aid has continued to be relevant
and it has increasingly kept its importance in the post-Cold War years by taking on
new roles and duties. The statements about the irrelevance of political aid in the early
post-Cold War context seems to be informed by an understanding of aid that regards
its role as limited to containing communism in the Cold War context. What they
neglected or failed to see was aid’s primary goal of forming and maintaining a
multilaterally managed capitalist international economy, in addition to its narrower
though extremely significant, goal of containing communism during the inter-
systemic rivalry. Therefore, it would be mistaken to think that aid lost its rationale
with the end of the Cold War. However, it would be equally mistaken to think that
completely “new” aid architecture emerged solely because of the end of the inter-
systemic rivalry.

Rather than offering proposals for new aid architecture, dominant theme of the
political and academic debates on aid and development during the 1990s was
poverty reduction.’!* Obviously, there was nothing new about poverty reduction or
using aid to fight poverty. As a matter of fact, this renewed focus on poverty
alleviation and the provision of the basic needs for the poor in some ways echoed
the so-called “basic needs approach” advocated by the World Bank during the 1970s,
which was discussed in the previous chapter. After a short flirtation with poverty
alleviation during the 1970s, The World Bank’s focus had shifted to promote the
structural adjustment of developing country economies in the 1980s.3'* World
Bank’s renewed focus on poverty reduction emerged with the World Development

Repor® that was published in 1990 following a diversion from this focus during
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the 1980s, during which structural adjustment reforms took precedence over explicit
targeting of poverty reduction in developing countries.

At the country level, this renewed concern manifested itself most obviously in
the Poverty Reduction Strategy Paper (PRSP) approach, adopted by the Executive
Boards of the World Bank and International Monetary Fund in 1999.3!¢ In addition
to the PRSP approach at the country level, rediscovery of poverty in the post-Cold
War aid landscape found its ultimate expression in the United Nations Millennium
Development Goals. (MDGs). These were a series of development targets set up in
2000 and included such things as halving by 2015 the proportion of people living in
absolute poverty (defined as people living on less than 1.25 USD a day), among
other goals.

The idea behind the PRSP approach was that the recipient governments would
develop their own poverty reduction strategies in consultation with civil society
groups in a participatory and inclusive manner. The first innovation in PRSP process
was the introduction of “country ownership,” which was showcased by the World
Bank as a counterweight to imposition of conditionality attached to structural
adjustment lending.3!” This was based on the thinking that if recipient countries
could develop their own national development strategies by themselves, they could
guide donors in responding to their needs, rather than the other way around. As much
of the literature on the subject has shown, however, country ownership approach
was not really a departure from the traditional “top-down” approach to development
aid because all the PRPSs had to be approved by the World Bank and the IMF before
funding is granted to the recipient country.*'® Besides, the recipient countries were

encouraged to design their poverty reduction strategies by themselves, but only
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within the framework drawn by the PRSP guidelines prepared by the World Bank,
which is known as the Sourcebook 3"’ This meant that poverty reduction strategies
of the recipient governments would not be funded if they diverged from the World
Bank orthodoxy. In this sense, country ownership can be considered as a modified
and extended version of conditionality. There is a vast literature that question the
sincerity of the recipient-driven poverty reduction strategies and point out the
continuity between conditionality of the structural adjustment lending and the PRSP
initiatives.**

Before proceeding to examine why poverty reduction was suddenly
“rediscovered” by the World Bank and its allies in the early post-Cold War years, it
would be useful to take a look at the impact of this “rediscovery” on aid allocations
and donor practices. While the World Bank’s World Development Report 1990,
which chose poverty reduction as its main theme, offered market-oriented policies
to the problem of global poverty, the same report also suggested that developing
countries that were “serious” in their efforts to reduce poverty must be provided with
“substantial volumes of aid.”**! The World Bank emphasized that aid recipient
countries must continuously display their “seriousness” about adopting and
implementing the World Bank’s prescribed economic reforms to get access to aid
resources.’?> Moreover, the World Bank tried to guide and direct the actions taken

by the other bilateral donor, multilateral agencies and non-governmental

319 World Bank, A Sourcebook for Poverty Reduction Strategies. Volume 1, Core Techniques and
Cross-cutting Issues (Washington, D.C.: World Bank, 2002).
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organizations by suggesting that its anti-poverty approach should be “applicable to
the aid community as a whole.”3?* Aid became conditional on adoption of the
poverty agenda of the World Bank and its allies, which was designed to make the
poor dependent on the capitalist market without any alternative means of survival.
To this end, the World Bank also called on all donor countries, multilateral agencies,
and the NGOs to act coherently with its own poverty reduction approach by
suggesting that if aid strategy outlined by the Bank “were adopted and followed
consistently by bilateral donors, nongovernmental organizations, and multinational
agencies, its effectiveness would be greatly increased.”?** In other words, aid
agencies were told not to challenge the World Bank conditionality and complement
its poverty reduction strategies.

So, if one reads between the lines, the World Bank’s report included warnings
for both recipients and donors. Aid recipient countries were told to be more “serious”
in adopting and implementing its poverty reduction agenda (country ownership).
Donors, on the other hand, were told not to challenge the World Bank conditionality
and avoid adopting an independent and assertive foreign aid policy. This required a
more unified approach and coordinated action by the Western donors in their aid
allocations to the recipient countries. The World Bank, in close collaboration with
the OECD, took the lead in the coordination of donor policies to be consistent with
the aid policies and initiatives that were introduced to “attack poverty,” as the new
World Bank terminology put it.*?

As a result, parallel with emphasis on country ownership, another dominant
theme in the World Bank’s poverty reduction strategy became the issue of improving
coordination among donor governments and multilateral aid agencies. After the

adoption of the MDGs, the problem of lack of coordination among donors was more
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often voiced by the World Bank and the OECD as serious obstacles to the
achievement of the declared goals.**® In this regard, donor alignment around a
common development framework (which, of course, was drawn up by the World
Bank) increasingly became an agenda for the whole donor community.

Over recent years, the World Bank has increasingly emphasized closer
coordination between all parties involved in development aid including the recipient
governments, trying in close cooperation with the OECD to coordinate aid flows to
ensure that no independent source of aid that diverges from the World Bank
orthodoxy is available to the recipients. These attempts to develop a more unified
donor approach to the aid culminated in 2005 with the OECD Paris Declaration on
Aid Effectiveness. This was an international agreement on the part of the Western
donors and developing-country governments to develop country ownership of
development strategies, to harmonize donors’ aid policies. The Paris Declaration
called for greater coherence in aid provision based on the principles of ownership,
alignment, harmonization, managing for results and mutual accountability.?” The
main goal of aid effectiveness is framed as poverty reduction and the achievement
of the MDGs. The Paris Declaration stressed the need to coordinate donors’ efforts
and prevent deviations from the agreed aid principles. Besides, it especially
emphasized “country ownership” as a guiding principle in donor-recipient relations.
The Paris Declaration stated that country ownership would be achieved when
“partner countries exercise effective leadership over their development policies and
strategies.”?

So far, this section has covered some important developments in the post-Cold

War aid scene. These were the emergence of renewed focus on poverty reduction
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(the MDGs), the introduction of new aid mechanisms at the country level (PRSPs),
and new principles (the OECD Paris Declaration on Aid Effectiveness) in aid
practices. The importance of these developments in terms of their impact on aid
practices and donor-recipient relations cannot be overlooked. However, as will be
shown, these developments do not seem to have translated into a fundamentally
different perception of what aid is all about - nor have they fundamentally changed
the aid mechanisms, institutions and hegemonic relations between donors and
recipients. Despite the major changes, the most important one being the absence of
the Soviet factor, today’s aid architecture bears many resemblances to aid
architecture “as we knew it.”

There is a widely held perception among the leading development actors that
the Paris Declaration on Aid Effectiveness set the frame for a new aid architecture.’?’
A closer inspection of the Paris Declaration, however, reveals that its aid
effectiveness principles draw a new disciplinary framework both for aid donors and
recipients, rather than trying to construct a new aid architecture. In fact, the Paris
Declaration set a new frame for aid to play its role in achieving the same old
objective of maintaining and expanding capitalist relations of production. The main
rationale behind aid stays the same as it was in the Cold War era.

For instance, the Paris Declaration’s concern with country ownership can be
considered as a way of disciplining the aid recipient countries. Aid recipient
governments would be held responsible for their performance in implementing
poverty reduction strategies that they themselves had the “ownership” of. In this
way, they would no longer be able to claim that development policies were imposed
from outside. Apparently, the World Bank and the OECD donors seem to promote
the principle of country ownership to create a set of devices and channels for wider
participation in development and aid policy formulation. However, the World

Bank’s guidelines on the issue make it clear that this participation has its definite
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limits by stating that consultations with civil society should not be confused with
“negotiations” or “with “shared control over outcomes.”*°

The Paris Declaration’s aid effectiveness principles also have a disciplinary
function over the donor countries. It is easy to see that harmonization of aid practices
1s meant to strengthen the imposition of conditions on aid provision. Because, when
donors act together, they are in a position of greater influence over recipient
countries. Under the guise of efficiency and coordination, the whole of the donor
community is expected to act in a uniform way as a group of like-minded donors-
which prevents deviations from the poverty reduction framework drawn up by the
World Bank along with other international institutions such as the OECD, the UNDP
and the IMF. Even though it is portrayed as an attempt to increase aid effectiveness,
the Paris Declaration can be considered as an attempt to encourage donors to adopt
more coordinated and unified aid policies and impose conditionality collectively on
aid recipient countries. In this sense the so-called new aid architecture with its
emphasis on ownership, inclusion, and harmonization can be considered as a blend
of old wines in a new bottle. While “country ownership” and donor coordination has
come to occupy a prominent place in the World Bank-led poverty reduction
strategies in the post-Cold War years, these principles were carried over to
international aid agenda with the Paris Declaration on Aid Effectiveness. The OECD
has encouraged the whole donor community to internalize the World-Bank-led
poverty reduction strategy and promoted the instruments of this strategy (ownership,

participation, harmonization) as components of newly emerging aid architecture.
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4.2.1. Development Aid at the Service of Proletarianization of the Poor

As Cammack argues, rather than simply relying on market-led strategies, the
World Bank and its allies have been trying to restructure social institutions and
relations to generalize capitalist accumulation on a global scale since the early
1990s.33! Cammack rightly draws attention to an important feature of neoliberalism,
namely “global proletarianization,” which has been comparatively less emphasized.
One of the defining features of neoliberal project, which has surprisingly remained
under-investigated, is that its strategy to “provide capital around the world with
access to healthy and efficient workers available at the lowest possible wage.”3*?
Cammack illustrates this strategy with reference to the World Bank’s poverty
reduction strategies in particular. Building on Cammack’s work on the World Bank-
led poverty reduction strategies, this section will try to extend it to the international
aid community by questioning the role that aid plays in global proletarianization in
the post-Cold War years.

Cammack signals the importance of The World Development Report 1990, as
the first in a series of the World Bank publications in the post-Cold War years that
reinstated poverty reduction as the primary purpose of development aid. The report

proposed a dual approach to reducing poverty:

... progress on poverty has been achieved by pursuing a strategy that has
two equally important elements. The first element is to promote the
productive use of the poor’s most abundant asset - labour. It calls for
policies that harness market incentives, social and political institutions,
infrastructure and technology to that end. The second is to provide basic
social services to the poor. Primary health care, family planning,
nutrition and primary education are especially important.*3

31 Paul Cammack, “What the World Bank Means by Poverty Reduction, and Why It Matters,” New
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While poverty reduction became the World Bank’s main objective based on
the dual strategy of labor-intensive growth and investment in human capital (health
and education), the World Bank report also proposed ‘“a program of well-targeted
transfers and safety nets” for the segments of the population that were excluded from
the benefits of economic growth (the sick, the old, victims of disasters, those who
experience variations in income due to lack of employment opportunities and
economic crises.)** For Cammack, this ostensibly benevolent and selfless anti-
poverty campaign led by the World Bank since 1990 is in fact subordinate to the
dominant goal of increasing the productivity of labor and “promoting the
proletarianization of the world’s poor (their equipping for, incorporation into and
subjection to competitive labor markets) and the creation of an institutional
framework within which global capitalist accumulation can be sustained, while
simultaneously seeking to legitimate the project through ... pro-poor
propaganda.” 3*> Cammack plainly and elegantly illustrates his argument by
reference to the World Bank’s official reports. In his assessment of the World Bank
Development Reports that have been published since 1990, he fingers on two crucial
elements that were emphasized in the World Bank’s anti-poverty strategy, namely
“promot[ing] the productive use of the poor’s most abundant asset- labor” and
“provid[ing] basic needs to the poor.”3*® He suggests that the underlying objective
the World Bank’s poverty reduction agenda is to convert the poor into proletarians
with adequate health and education to be exploited by capital, while ensuring that

means of survival other than wage labor are not available to them.**’
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In the early 1990s, the leading bilateral and multilateral development agencies
soon started to follow the lead of the World Bank in their development and aid
policies. The donor countries of the OECD Development Assistance Committee
(OECD-DAC), joined by The World Bank, the United Nations Development
Program and the IMF, adopted a policy statement on the orientation of the
development cooperation in the 1990s, which emphasized that the vicious circle of
global poverty could be broken only through strategies and policies which included,
among other things, “enabling broader participation of all the people in the
productive processes.”**® This focus on the engagement of the poor in productive
labor was further emphasized in the OECD Jobs Strategy of 1994.3%°

The leading bilateral donors, such as the US Agency for International
Development (USAID) and the UK Department for International Development
(DFID), enthusiastically embraced and actively supported the World Bank’s agenda
of global proletarianization.**® When examined in the context of the World Bank’s
approach to poverty reduction during the 1990s, the UK Government’s White Papers
on International Development, which were published in 1997 and 2000 respectively,
closely parallel the policies advocated and initiated by the World Bank.**! The First
White Paper, Eliminating World Poverty, A Challenge for the 21*' Century, was the
first comprehensive policy statement on foreign aid policy since 1975.3? This
White Paper tries to steer development policy in the direction of free market

orthodoxy at the global level. From this starting point, it suggests that the
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employment-generating activities for people in the context of a free competitive
market and open international trade is an indispensable condition for reducing
poverty. To this end, the White Paper spells out the need for “systematic policies
and programs that ... integrate the poor themselves in the revitalization of
production.”* In a very equivalent manner, the second White Paper on international
development, Eliminating World Poverty: Making Globalization Work for the Poor,
emphasizes the importance of “investing in people”, “promoting better health for
the poor” and “spreading educational opportunity” in poverty-reduction and
highlight their role and importance of these activities in extracting productive and
efficient labor from the poor populations in the developing countries.>** Following
the footsteps of the World Bank, the DFID subordinates the provision of the most
basic needs to the poor to the goal of producing an exploitable global proletariat. For
example, the health is considered as essential for families, not only because the
healthy working members of the family would be more productive, but also because
they would spend more time gaining skills and producing at work rather than

“wasting” their time on ill family members:

Better health 1s essential ... For individual families, better health means

less suffering and less time and expense invested in caring for ill family

members, improved physical and intellectual development, enhanced

school attendance and learning, and higher productivity at work.>*

In a very equivalent manner, another leading bilateral aid agency, the USAID,
also increased its attention and involvement in employment in developing countries

during the 1990s. The Agency started to sponsor regional studies on “workforce

development” and started to allocate more resources to projects related to skills
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training and labor competitiveness.**® In 1996, USAID’s Center for Human
Capacity Development published Compass to Workforce Development: A Toolkit
for Policymakers, Donors, Governments, NGOs and Practitioners, a guidebook on
the USAID’s approach to workforce development projects.**” The guidebook was
intended for use by the USAID country missions to develop market-responsive
vocational training and job creation projects in partnership with private sector.
Subsequently, Investing in Tomorrow’s Workforce project, which was launched by
the agency in 1996, aimed at elevating “workforce development” in developing
countries into an agency-wide strategic objective.**® The USAID missions in
developing countries were encouraged to make workforce development a major
focus of activity.

In 2002, USAID launched Global Workforce in Transition (GWIT), a project,
which conducted “workforce assessments” in various countries to examine labor
supply and to help employers get skilled workforce. The teams of experts that were
set up under the GWIT project visited various developing countries and conducted
studies on how to improve workforce competitiveness. Even though the USAID’s
GWIT project was showcased as an initiative to improve employment opportunities
for the poor, the main rationale of the project was to respond to the labor needs of
capital through a demand-driven workforce development approach, which can be

inferred from the project documents published by the USAID:

The approach [of the USAID Global Workforce in Transition Project]
includes policies and programs that help employers get and maintain a
skilled workforce. Unlike separate programs that operate in an
uncoordinated and therefore static manner, demand-driven workforce
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development systems are flexible and able to adapt quickly to changing

economic conditions.**

Another leading donor, Germany, also moved to a focus on productive
employment for reducing poverty as from the early 1990s. The guidelines for
development cooperation in the field of vocational education were presented in an
official sector concept, which was published by the German Federal Ministry of
Economic Cooperation and Development (BMZ) in 1992.3%° This document
emphasized that importance of the responsiveness of vocational training programs
to the changing demands and needs of employers in different sectors.>>! USAID’s
demand-driven approach to vocational training, which gives priority to the needs of
business rather than employees, could also be observed here.

The World Bank’s poverty reduction strategy, which promotes
proletarianization and market dependence as the major route out of poverty, was also
adopted by the United Nations. Although employment and labor productivity issues
were absent from the Millennium Development Goals (MDGs) when they were
formulated in 2000, productive employment included as a new sub-goal in 2008
under the MDG 1 of eradicating extreme poverty and hunger: “fo achieve full and
productive employment and decent work for all, including women and young

people.”*? This new MDG target on employment aimed to encourage the whole
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development community to make productive employment and labor efficiency a
more prominent theme in their poverty reduction strategies.

Throughout the 2000s, especially after the inclusion of productive
employment as a new sub-goal in the MDGs, the OECD-DAC has constantly
encouraged donor countries to make vocational training and skills development as
one of the key goal of their development aid policy. For example, building on the
earlier arguments of the World Bank on the link between poverty reduction and
productive employment, the OECD‘s Development Assistance Committee (DAC)
published policy guidance for donors in 2009, which advised donors to make
productive employment “a central feature of poverty reduction strategies.” >
Almost 30 years after its publication by the World Bank, the World Development
Report 1990, which had established the link between productive use of labor and

poverty reduction, was literally parroted by the OECD in this policy guideline:

Productive employment ... needs to be a key objective of development
cooperation and receive greater attention in policy dialogue with
developing countries. Productive employment and decent work are the

main routes out of poverty... The participation of women and young

people in the labour market needs to increase, including by addressing

gender-based discrimination, and the constraints and barriers that
women and young people face as well as by strengthening measures to
improve access to demand-driven vocational training.>>*

The logic of the World Bank poverty reduction policies, which serve the
broader goal of building a global proletariat, was clearly reflected in this policy
guidance that was prepared by the OECD-DAC for donor countries. Using the
findings and implications of the World Bank country-level studies on labor market
policies, the policy guidance identified policies and institutions which might act as
impediments to employment creation, labor productivity and hence poverty

reduction in developing countries. The implication was that donors should promote
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and support an active labor market policy in the aid recipient countries, which
ensures that the policies and laws related to employment do not limit access to the

labor market and that the workers can be “hired and fired” easily:

Country-level studies have helped to identify a host of policies and
institutions which act as constraints to job creation and productivity.
These include ... poorly designed labour market regulations. For
instance, inflexible or costly hiring and firing regulations are identified
as an obstacle to employment growth in Chile, India, ... Mexico and
Zambia, among others. >

In response to the policy and institutional barriers to job creation,

country-level policy advice often recommends measures to lower the

costs of doing business and introduce more flexible labour market

regulations. For instance...[r]ecent reforms in Colombia brought down

the costs of firing workers as a means of encouraging employers to

recruit more workers during boom periods...3*¢

Since the early 1990s, rapidly proliferating interest among aid donors in
productive employment, as the prominent component of poverty reduction
strategies, can be considered as part of a broader objective of proletarianizing the
poor and equipping them with certain skills and expertise to meet the changing needs
and requirements of capital at the global level. To this end, aid has been used mainly
in three ways. First, it was used as a leverage to get recipient governments to adopt
labor market policies promoted by the donor community led by the World Bank.
These labor market policies encouraged by the donors are designed to increase the
quantity and exploitability of labor in aid recipient countries. In this regard, aid is
given on the condition that recipient country adopts labor policies that were
responsive to local and foreign capital’s priorities, such as flexible hiring and firing,
reducing employment protection, and lowering minimum wages.

Second, aid has been increasingly used to provide the basic needs - primarily

in the areas of education and health - to convert the poor into sufficiently healthy
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and skilled labor force for firms and industries. As already mentioned, since the early
1990s, the World Bank has always discussed poverty reduction as a question of
providing income-generating opportunities for the poor. Since labor is considered
as “the principle asset of the poor,” increasing the efficiency and productivity of
labor and enabling them to participate in labor market is considered as the easiest
and the most effective route out of poverty.>>” According to the World Bank, this
required improving the other two important assets that were owned by the poor,
namely skills and health.>*® Obviously, the provision of the basic needs to the poor
in developing countries, especially in the area of health, has been problematized
more in terms of labor productivity than the well being of the poor. The World Bank
and donor agency documents and policies provide enough evidence to suspect that
behind their emphasis on opportunity and participation, as Cammack warns, is a
project that aims to provide healthy and skilled labor force to meet the needs of
capital at the global level >

Third, aid projects on technical and vocational training has been increasingly
promoted by the OECD donors as a means of improving economic opportunities for
the poor and reducing poverty since the early 1990s. In addition to allocating
significant financial resources to technical and vocational training, the leading
bilateral donors have also been directly engaged in conducting or supporting
research in technical and vocational training to match labor skills and capital’s needs
in different regions.>® Capital’s needs and demands constantly change as the
production process is transformed through technological innovation driven by

competition. Capital is always in need of workers that take distinct roles and duties
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as technical basis of production is constantly transformed and revolutionized
through technological advances. As Marx and Engels famously wrote in the
Communist Manifesto, “the bourgeoisie cannot exist without constantly
revolutionizing the instruments of production, and thereby the relations of
production, and with them the whole relations of society.”*¢! It means that functions
and capabilities of workers and the whole organization of labor process must
constantly transform along with changing requirements of capitalist exploitation.
Therefore, increasingly complex nature of production process due to constant
technological innovation requires adaptable and flexible workers that can acquire
new up-to-date skills, capabilities and knowledge. As from the early 1990s, the
World Bank have constantly emphasized the perceived need for labor to adapt to the
changing requirements of the so-called new global economy by becoming more
flexible.*®? The implication here was that labor either adjusts to the changing needs
of the capital -by equipping itself with new skills to perform different tasks, by
becoming multi-skilled workers moving between industries and accepting to work
long hours with low payment, lacking adequate welfare regulations — or it must
confront the challenge of unemployment and poverty. As far as aid is concerned, aid
in the form of technical and vocational training serves the goal of equipping labor in
developing countries with new skills and education to meet capital’s changing needs
and demands, as the instruments and relations of production are transformed. As
already discussed, the leading donor agencies’ support in technical and vocational
training have focused more on increasing labor productivity and labor’s
responsiveness to the changing needs and requirements of capital, rather than

developing strategies to enhance conditions of work and levels of wages for the poor.
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In recent years, vocational training and employment-generation came to be
seen as a prominent aid instrument not only in poverty reduction but also in dealing
with the humanitarian crises. The leading donors try to address even the most severe
humanitarian crises in today’s world through integration of the victims of those
crises into labor market. For example, as will be shown below, the solutions that the
mainstream aid donors and academia have offered to the recent global refugee crisis
have mostly involved improving vocational skills of refugees and increasing their
participation in labor market.

In the UN Secretary General’s Report on the World Humanitarian Summit,
which was held in Istanbul in 2016, the UN Secretary General offered a fundamental
shift in donor community’s approach to the issue of forced displacement: “one that
goes from meeting immediate humanitarian needs to one that preserves the dignity
and improves the lives and self-reliance of displaced persons.”*®* Enabling forcibly
displaced people to support themselves by acquiring skills and capabilities to
maintain their lives and eventually not being dependent on humanitarian aid is
commonly referred to as “development-based approach” to humanitarian crises.>®*
The so-called “development-based approaches” claim that development assistance
can be used in responding humanitarian crises and emergencies in a way that creates
long-term “win-win” economic outcomes for both victims and donors.>® It is argued
that development-oriented approaches to humanitarian crises goes beyond a focus
on short-term temporary humanitarian measures and provide long-term sustainable
solutions. In simplest terms, these approaches offer empowering the victims of

humanitarian crises by building self-reliance, instead of being dependent on aid from
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outside - an offer that sounds attractive at the first glance from a humanitarian and
development point of view.

In the context of the recent global refugee crisis, for example, the leading
donors have adopted “development-based approaches” which considered the
refugee crisis as an “opportunity” for both refugees and host countries by promoting
skills and abilities of the refugees and integrating them into labor markets. In fact,
the discussions on addressing humanitarian crises by using long-term solutions
rather than simply providing emergency relief are not new. We have been repeatedly
reminded by the leading donors, especially the World Bank and the UN agencies,
that long-term protracted humanitarian crises require development-based
approaches that attack the roots causes of these crises rather than simply providing
short-term emergency relief with limited humanitarian aid resources.*®® However,
empowerment and self-reliance of victims are narrowly and superficially defined in
terms of their participation in labor market as productive labor. From this point of
view, having the opportunity to participate in the labor market is presented as a
durable solution for the victims of humanitarian crises, frequently without any
attention being paid to extremely low wages and exploitative working conditions.

This study does not attempt to analyze the cause and consequences of the
recent refugee crisis. Rather than focusing on refugee crisis or the issue of forced
displacement in general, it seeks to show how proletarianization has been used as
widespread aid instrument even in cases of humanitarian crises and emergencies in
the post-Cold War years. A relevant example that illustrates this point is Betts and
Collier’s suggestion that the Syrian refugee crisis could be addressed through the

establishment of special economic zones near refugee camps in the countries
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18, 2018, http://www.worldbank.org/en/topic/fragilityconflictviolence/brief/the-humanitarian-
development-peace-initiative.
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neighboring the conflict areas, where forcefully displaced Syrian refugees could be
provided with job opportunities. *7 What these authors suggest is to provide
multinational companies with tax incentives to encourage them to invest in these
special economic zones and make use of the Syrian refugees as cheap source of
labor. Special economic zones, according to the authors, would provide the Syrian
refugees with “autonomy and opportunity,” while also contributing to the
development efforts of the refugee-hosting country, and thus creating a “win-win-
win” situation for both refugees, refugee-hosting countries (such as Lebanon, Jordan
and Turkey) and multinational companies. **® For instance, their policy
recommendations to Jordanian government on how to make use the refugee crisis to
industrialize and better integrate into global economy is illustrative of their

opportunistic approach to humanitarian crises:

At present ...Jordan cannot compete with low-income countries for
cheap labor, nor can it compete with advanced economies on technology
and innovation ...To industrialize, then, Jordan needs a small number of
major businesses and a large number of skilled laborers to relocate to
manufacturing clusters. The refugee crisis offers Jordan the chance to
make this transition. Refugee camps and some urban areas could be
reconceived as industrial incubator zones, where displaced Syrians
could gain access to education, training, and the right to work.*®

As a matter of fact, what Bretts and Collier propose is far from original and
typical of the neoliberal world view which treats even catastrophic events and
disasters as opportunities for entering new markets, making new investments and
exploiting cheap labor of the vulnerable people. However, what makes it worth

mentioning in this study is that their suggestion has been recently translated into

367 Alexander Betts and Paul Collier, Refuge: Transforming a Broken Refugee System (London:
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action by some of the leading aid agencies. In March 2016, The World Bank, in
partnership with the UK’s Department for International Development (DFID),
launched a pilot project that involved the establishment of special economic zones
near Jordan’s border with Syria.’”° The World Bank President asserted that aim of
the project was to provide the Syrian refugees with more jobs by attracting foreign
investors to these special economic and industrial zones. 3”' The DFID
administration, on the other hand, summarizes the purpose of the project as “turning

b

refugee crisis into a development opportunity,” and considers the project as a
“paradigm shift” in the aid architecture, representing a transition from simply
meeting immediate basic needs to a long-term “development-oriented approach” to
emergencies. >’> What actually this so-called development-based approach to
humanitarian crisis offers is to get the forcefully displaced people out of refugee
camps and put them in special economic zones as cheap labor, while encouraging
the private sector to exploit the skills and productive labor of displaced people. Low-
paid jobs without social rights and protection in these special economic zones are
presented as an opportunity that “brings hope, dignity and a more sustainable future”
for refugees. *”3

This so-called development-based approach to humanitarian crises is also
advocated by the OECD, in the context of the recent global refugee crisis. The
OECD considers forcibly displaced people as “potential assets for local growth and

development” and encourages donors to invest in aid projects on vocational training
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to improve the skills and competences of refugees.>’* In a like manner, the European
Union, as an aid donor, has played a prominent role in the efforts to proletarianize
the forcibly displaced populations. In response to the Syrian refugee crisis, the
European Union established a regional trust fund (called the Madad Fund) to pool
financial contributions from the EU members, non-EU donor countries, United
Nations agencies, and some private aid organizations.?”> The objective of the Madad
Fund is described as “provid[ing] coherent, comprehensive and joint aid response to
the manifold and increasing needs arising from the Syrian crisis across the
region.”*’® Madad Fund supports projects especially in the field of employment
generation and vocational training for the forcibly displaced people in Egypt, Iraq,
Jordan, Lebanon, Turkey and the Western Balkans.?””. By merging various financial
instruments into one single mechanism under Madad Fund, the primary solution
offered by the EU to the problems arising from the refugee crisis is to help forcefully
displaced people develop new skills through training and find jobs in the host
countries. In this regard, solutions to the complex and multi-dimensional issue of
global forced displacement is simply reduced to employment generation strategies
for drawing forcefully displaced refugees into labor markets.

The leading donors have been increasingly using aid to reduce the pressure for
mass migration to the developed countries. In this regard, proletarianization of the
refugees is gradually becoming an aid model for dealing with the refugee crisis. In

recent years, there is an increase in the number of “mutually beneficial” aid projects,

374 OECD, Addressing Forced Displacement through Development Planning and Cooperation
Guidance for Donor Policy Makers and Practitioners (Paris: OECD Publishing, 2017), 13.

375 Ibid., 77.

376 “The Agreement Establishing the European Union Regional Trust Fund in Response to the Syrian
Crisis (the Madad Fund),” European Commission, April 06, 2018, accessed May 04, 2018,
https://ec.europa.eu/neighbourhood-
enlargement/sites/near/files/neighbourhood/countries/syria/madad/20160526-revised-madad-fund-

constitutive-agreement.pdf.

37T OECD, Addressing Forced Displacement, 77.

156



where aid resources are provided to the governments of the refugee-hosting
developing countries on the condition that they provide the refugees in their
boundaries with work permits and employment opportunities. Following the
example of the establishment of special economic zones in Jordan, the World Bank,
the European Union and the DFID have recently announced a plan to provide
financial support for the construction of industrial parks in Ethiopia to provide job
opportunities for the refugees in this country.>’® Aid is provided to the Ethiopian
government on the condition that jobs are provided to the refugees in these industrial
parks.

The so-called development-based approaches to humanitarian crisis, which are
primarily employment-oriented, ostensibly aim at helping displaced people to
become economically self-reliant. These approaches assume that, unlike
humanitarian aid, employment opportunities will necessarily provide long-term
solutions to the problems of the refugees. However, abusive working conditions and
exploitation of refugees are not sufficiently taken into account of analysis. The so-
called “development-based approach” to the recent refugee crisis have provided us
with enough evidence to suggest that refugees and asylum-seekers, who are victims
of conflict and instability, are first and foremost seen as cheap and flexible
productive labor by the donor community. Taken together, it might be argued that
these development-oriented approaches to humanitarian aid, which ostensibly aim
to create empowerment and self-reliance for the refugees, are part of an attempt to

mobilize productive labor of victims and vulnerable populations at the global level.

4.2.2. Development Aid at the Service of Global Supply/Value Chains

In recent years, in addition to the attempts to increase the skills of the poor in
developing countries, donor agencies have been extremely concerned with their

integration and participation in the world market. Increasing emphasis of aid donors
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on the developmental role of labor productivity has been accompanied by a concern
for linking workforce in developing countries to global capitalist economy through
trans-border production networks. The OECD states that “developing countries
need to invest in skills and productivity not only to help the poor enter the labor
market but also to pursue international competitiveness in an interconnected world
in order to be able to reap the benefits of the so-called “globalization.”>”

In the early postwar years, global trade was based on a classical division of
labor - where the developed countries produced and exported finished good and
imported raw materials, while the Southern economies generally exported primary
goods and imported manufactures. **° However, the organization of global
production and trade has changed significantly in the last four decades and
production has become globally integrated today. As from the 1970s, multinational
companies, supported by states and international organizations, started to move their
production processes to low-wage developing countries to restore profit rates. The
main reason for this relocation was the low labor costs. This development was part
of an attempt to overcome profitability crisis and to re-establish the conditions for
capital accumulation. This change in global production has an obvious quantitative
dimension, which can be seen in the considerable rise in trade and foreign direct
investments in recent decades. However, the change in the structure and organization
of global production is even more significant. Today, the entire production process
in various industries is fragmented and geographically spread within and between
countries, on a global scale.

The mainstream development analyses celebrate and promote integration of a
developing country into the global manufacturing system through export-oriented,
labor-intensive production as a means of reducing poverty and stimulating economic

growth and development. In this context, the concept of “global supply/value
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chain”3%! has emerged in development circles and spread into development aid
practices. Global value chain analysis emerged in the early 1990s to analyze this
geographically fragmented and functionally integrated transnational production
process.>®? Although it has its origins in the world-systems theory, global value
chain analysis gained prominence in development research and policy and it has
been widely used in applied development research and practice since the late
1990s.%** Value chain refers to the interrelationship between companies that are
involved, as supplier and contractors to a lead firm, in the production activities
scattered across various countries, where the necessary labor skills, materials and
investment conditions are provided at competitive cost and quality. Value chains are
organized and coordinated by a lead firm, usually a multinational company
headquartered in a developed country. These so-called lead firms exercise power
over their supplier firms by setting the rules for participation in the value chain.
These functionally fragmented global value chains illustrate “the ultimate division
of labor, in which every individual step in a manufacturing process can be assigned
to the most appropriate workers, anywhere in the world.”*3

At the same time as emphasizing the developmental role of labor productivity,
almost all international aid agencies have developed a so-called “value-chain
approach to development” in recent decades. From the World Bank to the OECD to

the leading bilateral donor institutions, “value chain approach to development” and

381 In this study, “global supply chains” and “global value chains” are used interchangeably. In

official and academic discussions on development and aid, the use of term “value chain” seems to be
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development policy prescriptions associated with the global value chains are
increasingly seen everywhere. For instance, the World Bank has recently established
a team of 180 experts from different backgrounds with a specific mandate to improve
the effectiveness of development projects and programs incorporating global value
chains.*® The World Bank defines global value chains as “a powerful driver of
productivity growth, job creation, and increased living standards.”%¢ In a like
manner, the former chair of the Development Assistance Committee of the OECD,
Eric Solheim, defines value chains as “a path to development.”*®” Global value
chain analysis has become a significant part of mainstream development aid analysis
and policy. Donors have increasingly focused on value chain approach to
development as a key element of their poverty reduction strategies. This trend is
based on the widely held assumption that global value chains facilitate private sector
development by transferring knowledge and technology and promoting economic
growth in ways that reduce poverty.

The aim here is not to give a detailed analysis of the factors that contributed
to the transformation of the global production process and the emergence of global
supply/value chains. However, understanding the functioning of the so-called
“global value chains” and “value chain approaches to development aid” is very
important and useful in terms of understanding aid in the post-Cold War Era. There

has been a surge of interest in “value chain approaches to development” among
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development aid actors as evident from “value chain strategy papers” published by
various international aid agencies.>®® A general definition for global value chain
approach to development can be drawn from these guides, even though they diverge
in their focus and framework. The value chain approach can be defined as a
development approach that focuses on encouraging the integration of developing
countries into global value chains and improving the overall productivity and
competitiveness of firms and workers along global value chains to reduce poverty
and generate economic growth in developing countries. In recent years, international
organizations and bilateral donor agencies that employ and promote value chain
approach to development cooperation include the World Bank, the Asian
Development Bank, various United Nations Agencies, the United States Agency for
International Development (USAID), the UK Department for International
Development (DFID), the Swiss Agency for Development and Cooperation (SDC)
and the German Agency for International Cooperation (GIZ), among others.>*

In the so-called value chain approaches, development and poverty reduction
becomes an issue of “economic and social upgrading” through global value chain
integration.>*° Here, the concept of upgrading can be identified as “a move to higher
value added activities in production, to improve technology, knowledge and skills,

and to increase the benefits or profits deriving from participation in global
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production networks*°! Global value chains are portrayed as creating “win-win”
situations, not only offering profit opportunities for the multinational companies and
cheap products for the consumers in developed countries, but also generating
employment and reducing poverty in developing countries. **?> A country's position
in a global value chain depends on skills and resources that its firms and labor market
offer to international production. Donors that adopt a value chain approach to
development try to support developing countries in their efforts to be more
competitive and move up a global value chain.*** In this respect, improving the skills
and know-how of the workforce is considered as a key element of competitiveness
for developing countries.

Value chain approaches generally focus on making developing countries a part
value chains and have no poverty focus apart from the assumption that benefits of
participating in a value chain will automatically reach the poor through economic
growth and employment opportunities in developing countries.’** In this sense,
global value chain approaches in donor interventions are based on a trickle-down
view of development - the idea that a rising tide lifts all the boats. The assumption
is that if supplier firms and their workers in developing countries can link up with

the lead firm in a global value chain, then everybody will gain from increasing
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profitability, competitiveness and efficiency.**> The linking of small firms in
developing countries to multinational companies is quite often seen as poverty-
reducing without any further justification or concern for how gains from
involvement in global value chains are distributed to the poor and translated into
better living conditions.

Almost all donor-supported value chain development projects are
implemented under the assumption that integration into global value chains will help
reducing poverty. However, apart from this general assumption about the link
between value chain development and poverty reduction, there are no convincing
data to show that value chain development projects have been effective on the
ground. At this point, there is little research on how donors implement these so-
called global value chain approaches in practice.>*® Even the mainstream global
value chain research, however, recognizes that donor-led value chain projects show
little or no concern for poverty reduction or broader development goals. For
example, a study sponsored by the United Nations Industrial Development
Organization (UNIDO) analyzes different donor-led value chain projects in different
countries and conclude that donors mainly focus on making participating firms more
efficient with little concern for poverty-reduction.>*” Another study, commissioned
by the Institute of Development Studies (IDS), was based on a review of thirty
donor-led value chain development projects in different countries. Among other
findings, the study emphasizes that prime goal of these projects is private sector

development, and there is not enough evidence on poverty alleviation impacts from
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these projects to claim that they are effective in helping the poor.**® Study maintains
that donors consider integrating local supplier firms into global value chains as being
pro-poor in itself since it creates jobs for the poor. In this regard, the objective of
poverty-reduction is pursued indirectly through promoting employment
opportunities for the poor in small and medium enterprises in developing countries.

While the mainstream development aid discourse portrays global value chain
as a sphere of opportunity for the poor, critics argue that these value chains are
geared to reproduce global poverty, rather than addressing it. In fact, there is
comparatively little literature that investigates how global value chains contribute to
global poverty and inequality. One significant contribution in this regard is made by
Selwyn, who labels global value chains as “global poverty chains.”*° Selwyn
examines global textile, food and high-tech industries and finds that a common
feature of all these prominent value chains in the global economy is that they are
based on a constantly growing and extremely exploited labor force.**°

Exploitation in global value chains is not limited to harsh working conditions
and low payments. LeBaron suggests that there is evidence of slavery in various
stages of global value chains from the production of raw materials to manufacturing
of basic commodities.*’! She maintains that while the legislation in developing

countries is not sufficient to protect the workers, anti-slavery legislation passed by

3% John Humprey and Lizbeth Navas-Aleman, "Value Chains, Donor Interventions and Poverty
Reduction: A Review of Donor Practice," Institute of Development Studies Research Report No 63,
March 2010, accessed February 05, 2017, https://www.ids.ac.uk/publication/value-chains-donor-
interventions-and-poverty-reduction-a-review-of-donor-practice

399 Selwyn, The Struggle for Development, 27.
400 Ipid., 48-56.

401Genevieve Lebaron, “It’s Time to Get Serious about Forced Labour in Supply Chains,” in Forced
Labour in the Global Economy: Beyond Trafficking and Slavery Short Course Volume 2, ed.
Genevieve Lebaron and Neil Howard (London: Open Democracy, 2015), 32-36; Genevieve Lebaron,
"Slavery, Human Trafficking, and Forced Labour: Implications for International Development," ed.
Jean Grugel and Daniel Hammett, in The Palgrave Handbook of International Development
(Basingstoke: Palgrave Macmillan, 2016), 381-396.

164



governments in developed countries allows multinational companies to overlook

and turn a blind eye to slave labor used by supplier firms in their value chains:

Take the UK’s 2015 Modern Slavery Act. While the act requires certain
companies to report the voluntary efforts they are taking to prevent or
address slavery in supply chains, it leaves open the possibility for
companies to report that they are doing nothing, or to report that forced
labour issues are too far down their supply chain for them to reach. 4%
Extensive research has shown the relationship between the proliferation of
global value chains and increases in labor exploitation and abuses.*”* Expansion of
global value chains also coincided with the increase of export processing zones
(EPZs), which are special industrial zones offering incentives, such as tax and labor
law exemptions, to attract foreign investment. EPZs now play a significant role in
global value chain as “spaces of legal exception where production takes place
beyond the bounds of ‘mainland’ law.”*% It is possible to find many academic
studies and media reports about exploitative working conditions in global value
chains, ranging from extremely low payment, long working hours, and health-
damaging work to child labor, racial or gender discrimination and forced labor at the
extreme end.*%®
Despite the extensive evidence to the contrary, international aid donors have

portrayed participation in labor market through global value chains as a remedy for

the poor as well as an opportunity for the victims of humanitarian crises. In this
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context, international aid donors have sold proletarianization and improved
competitiveness of global value chains as a remedy for poverty in developing
countries, without any attention being paid to extremely low wages and exploitative
working conditions.

The leading international development institutions have adapted the global
value chain approach, especially for framing development aid conditionality. 4%
However, the implications of the global value chain approach to development aid
goes far beyond the aid recipient developing countries. Global value chains have
also consequences for labor in advanced donor countries. While they increase the
rate of labor exploitation and surplus extraction in developing countries, extremely
low wages and poor working conditions across the global value chains also put
pressure on workers in advanced capitalist countries to accept low wages and poor
working conditions or to face unemployment. According to the OECD, advanced
donor countries have a direct interest not only in the productivity and efficiency of
their home industries, but also in the productivity and efficiency of all firms and
countries that take part in a global value chain.**’ While the OECD-DAC’s donor
countries, following the lead of the World Bank, have tried to facilitate
proletarianization in developing countries, they have also paid particular attention to
productivity and competitiveness in the aid recipient countries’ labor markets, for

imposing discipline on labor classes in their own countries. As the OECD comments:

Today’s economies no longer rely exclusively on domestic resources to
produce and export goods and services; instead, their exports
increasingly embody the technology, labour and capital of the countries
from which they import intermediate goods. As a result, the
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competitiveness of national economies increasingly depends on the

competitiveness of their partners. 4%

For the OECD, then, the competitiveness of the national economies of the
advanced countries depends on the competitive pressures from the less developed
countries. This might be helpful in understanding why advanced donor countries
have a particular interest in “helping” developing countries to improve the
competitiveness and productivity of their economies. Global value chain approaches
that the leading donors have adopted in years aim at transforming social relations on
a global scale to provide a sufficiently skilled and disciplined proletariat and to
maximize competition within and between states on a global scale. Productivity and
competitiveness of developing countries’ labor force is also promoted for the
discipline it imposes on the economies of the labor forces of advanced countries. As
such, the focus of aid seems to have shifted from the promotion of structural
adjustment of the 1980s and early 1990s to a broader concern with promoting
productivity and competitiveness of labor markets in developing countries. While
aid plays a crucial role in creating a skilled labor force, expanding employment, and
creating a competitive labor market in developing countries, its impact is not limited
to the domestic labor markets of aid recipient countries. It also plays an indirect role
in intensifying the hegemony of capital over labor in developed countries by helping
developing countries to create a qualified labor force that can put “competitive
pressures” on developed countries. What this means is that aid’s role is not confined
to aid recipient countries but extends to the exploitative relations between capital
and labor in developed countries. In other words, aid plays a significant role in
sustaining and deepening exploitative relations between capital and labor on a global

scale.
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4.2.3. Aid at the Service of Maintaining a Reserve Army of Labor

Since the early 1990s, poverty-reduction strategies of international aid donors
mostly involved drawing the poor into the workforce and providing them with basic
health and education, as sufficiently healthy and skilled labor force that meets
capital’s needs. As the analysis of global value chains approaches has shown,
international aid donors have been trying to reduce poverty in developing countries
by trying to integrate them into capitalist markets. From this study’s point of view,
the sphere of production, which is presented as a route out of poverty by the leading
donors, becomes the starting point for explaining poverty. The domain of production
in a capitalist society is where poverty emerges in the first place. As Ankarloo
reminds, “wealth and poverty, in capitalism, are not antipodes, but rather two sides
of the same coin.”*" Poverty exists not because capitalist market system does not
work properly and hence the poor cannot have access to market opportunities.
Poverty emerges when capitalist market system works and because it works in a
specific way.

At this point, Marx’s discussion on “reserve army of labor” becomes relevant.
Presence of large pool of workers living under exploitative and insecure conditions,
as is the case with global value chains, is nothing new. It has been one of the basic
features of capitalist system, termed as “industrial reserve army” or “relative surplus
population” by Marx.*!° By pointing to the relation between accumulation of capital
and reserve army of labor, Marx finds the sources of poverty in the contradictions
of the capitalist mode of production. In chapter 25 of Capital Volume 1, Marx

describes the relation between the accumulation of capital and the working class.*!!
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As the accumulation of capital increases, the demand for labor will rise in proportion
to the growth of capital. This growing demand for labor may push the wages up. To
prevent this growing demand for labor from pushing up the wages and decreasing
the profit, it is necessary to reduce the amount of labor needed for any given level
of output. This is done by increasing the productivity of labor through the
introduction of new labor-saving machinery, which results in the displacement of
considerable number of workers. By constantly revolutionizing the productivity of
labor, the capitalist system “not only manufactures ever greater masses of
commodity wealth, but of necessity creates an ever-renewed pool of superfluous
workers- ‘an industrial reserve army.””*!> Reserve army of labor helps keeping
wages down by undermining the wage bargaining capacity of those in employment.
Besides, presence of reserve army increases capital’s capacity to maximize surplus
value extraction by acting as “a constant and effective weapon” to discipline those
workers who are employed; and to decompose their political organization and
power.*!3 Marx describes what he terms “general law of capitalist accumulation,” as

follows:

...all methods for the production of surplus-value are at the same time
methods of accumulation, and every extension of accumulation
becomes, conversely, a means for the development of those methods. It
follows therefore that in proportion as capital accumulates, the situation
of the worker, be his payment high or low, must grow worse. Finally,
the law which always holds the relative surplus population or industrial
reserve army in equilibrium with the extent and energy of accumulation
rivets the worker to capital more firmly than the wedges of Hephaestus
held Prometheus to the rock. It makes an accumulation of misery a
necessary condition, corresponding to the accumulation of wealth.
Accumulation of wealth at one pole is, therefore, at the same time
accumulation of misery, the torment of labour, slavery, ignorance,
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brutalization and moral degradation at the opposite pole, i.e. on the side

of the class that produces its own product as capital.*'#

It follows that if capital accumulation were to continue, the reserve army of
labor would need to remain in constant or increasing ratio to the active labor. Marx
identifies three forms that the surplus population may take: The floating part refers
to the modern industrial proletariat who move in and out of work according to the
fluctuations of the markets, the latent part refers to population that is not fully
integrated into capitalist production- for example rural population in the
countryside-and the stagnant part consists of those who are employed rarely and
irregularly-this included all part-time and what would today be called informal
labor.*!?

In an effectively operating capitalist system, there is always a proportion of
proletariat who are out of work and thrown into surplus population; and there is
always a further layer of pauperized populations that live at the edge of the reserve
army -such as vagabonds, criminals, prostitutes and those that are unable to work
for various reasons.*!® Marx argues that capitalism produces and requires a relative
surplus population, and along with the surplus population “pauperism forms a
condition of capitalist production, and of the capitalist development and wealth.”*!”
In sum, while reserve army of labor becomes source of reservoir for more workers
in times of need and a source of discipline for the employed workers, pauperized
populations become a source of discipline for the reserve army. In Marx’s terms,

while the battles are won by recruiting armies, industrial war of capitalists can be
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“won less by recruiting than discharging the army of workers.”*!® Marx’s general
law of accumulation highlights that capitalism, through constant generation of a
reserve army of labor, is inclined to polarize between relative wealth at the top and
relative poverty at the bottom, while at the same time using this reserve army as a
weapon against the employed workers to increase the rate of exploitation. The
existence of the reserve army of labor and pauperism at the margins of this industrial
reserve army, then, is not an accident or unfortunate consequence but rather an
essential element for capitalist accumulation. In a neat summary, Cammack points

out Marx’s view of the relationship between capitalism and poverty as follows:

an ever-expanding proletariat is part and parcel of capitalist
accumulation; supposedly ‘free’ workers themselves produce and
reinforce the mechanisms by which capitalism exerts discipline over
them; this process reaches maturity when rising labour productivity
becomes the driving force behind accumulation; mature capitalism
requires and generates a ‘relative surplus population’ without which its
discipline cannot work; the presence of an ‘industrial reserve army’
within this surplus population keeps wages low, and tending towards
subsistence level; and a proportion of the surplus population is always
in absolute poverty. In short, to abolish poverty would be to abolish
capitalism itself.*"”

Capitalism requires that majority of the population should have no other means
of survival than offering their productive labor as their only marketable asset. It is
the process of proletarianization that has made the poor dependent on the capitalist
market without any alternative means of survival. However, the process of
proletarianization does not only create market-dependent wage-laborers but also
tends to bring about reserve army of labor along with employed labor. While a
sufficiently healthy and educated workforce is vital for capital accumulation, the
constitution of industrial reserve army is equally as important to capitalist system

because it places downward pressure on wages and helps maintain the discipline of
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the market by dividing the working class. As Grover and Stewart reminds, however,
the industrial reserve army is only effective in depressing wages if it has or at least
is believed to have a close relationship to the labor market.*° In other words, they
must always be actively looking for jobs and ready to be employed when needed.
The greater number of people from the reserve army is competing for
employment, the more efficient it will be in keeping downward pressure on wage
levels. Therefore, capitalists need to be concerned about reproducing the industrial
reserve army as much as they are concerned about having a qualified and productive
workforce at their disposal. As shown in the previous sections, a significant function
of the aid has been providing a qualified proletariat to capital. Donors have tried to
facilitate the efficient extraction of the poor’s labor by allocating more resources to
the basics needs in the area of health and education. At this point, another important
function of aid has been the maintenance and reproduction of surplus populations.
The reserve army of labor is not a marginal phenomenon but located at the core of
capitalist accumulation. Therefore, in addition to providing exploitable proletariat to
capital, aid also serves as a social safety mechanism to take care of the reserve army

until they are needed by capital.

4.3. Conclusion

As already pointed out, the main theoretical framework in this study is based
on the understanding that development aid is first and foremost related to the
expansion and deepening of the capitalist relations of production. Development aid,
from its beginning in the early postwar period, has been used as a means for ensuring
the hegemony of capital over labor, and the subjection of the aid recipient countries
to the imperatives of capitalist accumulation. Therefore, this study assumes that the
recent and ongoing developments in aid architecture in the post-Cold War era must

be understood in the context of the neoliberal project, which aimed to reassert
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capital’s dominance and restore profitability in the wake of the crisis of
accumulation of the 1970s. Although there have been many changes on the aid
landscape, the main rationale behind international development aid has continued as
it was in the Cold War - the subjection of capital and labor to the imperatives of
capitalist accumulation. The only real discontinuity in the aid architecture has been
the disappearance of an alternative development and cooperation model with end of
the inter-systemic rivalry. Moreover, another important development, which is to be
discussed in detail in the following chapter, was the emergence (or re-emergence)
of new donors, such as China. Despite these changes, the Bretton Woods institutions
(especially the World Bank) and the OECD-DAC donors have so far continued to
be the “aid architects” that have shaped the direction of the changes in aid practices.

Following the World Bank’s lead, several prominent bilateral donors and
international organizations (especially the OECD) have gathered under the banner
of “labor productivity” to achieve their ostensible goal of reducing poverty in the
early 1990s. Improving the productive capacities of the poor according to the needs
and demands of capital was at the core of this so-called pro-poor aid strategy. Aid
agencies have not only been concerned with increasing the skills and capabilities of
the poor, but they have been equally concerned with delivering them to the hands of
capital, as evident from their efforts to complement their technical cooperation
projects with global value chain approaches. As shown, donors’ poverty reduction
strategies have been focused more on matching labor with capital’s changing needs

and requirements, rather than improving the wages and working conditions of labor.
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CHAPTER 5

CHINA AS A (RE)EMERGING DONOR AND ITS IMPACT ON INTRA-
SYSTEMIC COMPETITION

5.1. Introduction

Emergence of new donors and aid modalities in the international development
cooperation landscape in this century has sparked many debates on alternative
development ideologies, theories, and practices, raising both hope and concern in
the international donor community. Many mainstream attempts have been made to
analyze how emerging donors transform, or even challenge, the Western-dominated
traditional aid architecture. These analyses have been accompanied by geopolitical
analyses on the so-called “emerging” or “rising” powers, such as the BRICS (Brazil,
Russia, India, China and South Africa).

One of the most dramatic changes in international development aid landscape
in recent years has been the rise of China as a significant aid donor, especially in
Africa and Latin America.*?! As a matter of fact, much of the discussion about the
emerging donors is a discussion about one emerging donor, that of China. Although
almost all the “emerging donors” are generally approached with suspicion in the
West, China is described, in Dreher’s terms, as “the chief villain” among them.**
Therefore, this chapter pays particular attention to China as the emerging donor. The
emergence of China as a prominent donor is critically assessed with a particular

focus on its relevance to the intra-systemic conflict in the post-Cold War years.
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China’s growing aid program in recent years has been approached with
skepticism by the mainstream development and aid community since it is considered
as posing risks and challenges to the principles and ideals of the OECD-DAC
members, such as the promotion of sustainable development, good governance, the
rule of law, so on and so forth.*>* For others, China’s re-emergence as a major aid
donor is seen in a more positive light because it offers aid recipient countries
alternative development models and approaches in a Western-dominated aid
landscape. However, while analysts mostly focused on whether “aid with Chinese
characteristics” was a good or bad alternative to Western aid, few voices in this
debate questioned the novelty of China’s aid practices or its potential as an
alternative development cooperation model. There is surprisingly little research on
how China’s aid differs from or resembles that of the traditional Western donors.
This chapter intends to figure out to what extend China’s contemporary development
and aid model differs from the Western neoliberal donors that it can serve as a true
alternative. It is designed to explore whether and how China challenges the
mainstream norms and principles of aid, particularly those of the OECD

Development Assistance Committee.

5.2. Development of China’s Aid

Although it is referred to as “emerging donor,” China has been providing
foreign aid since the early 1950s, longer than many of the traditional Western
donors.*?** China’s foreign aid practices were shaped by its experience as a recipient

from the Soviet Union in the early postwar period, from the 1950s until the Sino-
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Soviet split in the early 1960s. The Sino-Soviet Treaty of Friendship, Alliance, and
Mutual Assistance was signed in 1950, and marked the formal establishment of the
Sino-Soviet alliance.*® After the signing of the treaty, the Soviet Union began to
provide technical assistance to China by drawing up plans, implementing projects,
donating equipment, training experts, giving loans, and helping with infrastructure
and research.*?® Thousands of Soviet advisors, experts and technicians were sent
China to provide assistance in China’s socialist construction and industrialization.**’

While receiving Soviet aid, China set up its foreign aid program in the early
1950s when it started to provide assistance for the reconstruction of postwar North
Korea.*?® Initially, foreign aid was given to the North Korea in the form of military
equipment and daily commodities during the Korean War. After the ceasefire
agreement that was signed in July 1953, China continued to provide resources and
assistance to the North Korea to support its reconstruction efforts. Similarly, during
the same period, China also provided aid to Vietnam in its fight against France
during the First Indo-China War; and helped North Vietnam improve its
infrastructure, mainly in the areas of transportation and telecommunications after the
war was over. In addition to North Korea and North Vietnam, China provided
foreign aid to some other communist countries. For instance, in the early 1950s,
China dispatched workers to Mongolia to aid in the construction of factories,

schools, hospitals and thermal power stations.**’ In 1954, an agreement was signed
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between the two countries that included provisions whereby China would donate
goods to Mongolia. In the same year, another agreement of economic and technical
cooperation was signed with Albania in which China committed to give concessional
loans to Albania.**° China’s initial aid efforts during the 1950s was part of an effort
to assist the revolutionary and communist movements, such as aid to the North
Korea and Vietnam; and its stated purpose in providing aid was to strengthen the
communist bloc solidarity.**! It could be argued that, in its early days, China’s
foreign aid program was primarily motivated by a desire to advance the struggle
against imperialism, while helping to consolidate communist unity.

As China’s most important donor, the Soviet Union played a crucial role not
only in shaping China’s development as an aid recipient, but also its foreign aid
policy as a donor. Many of foreign aid practices of China as a donor, especially in
the 1950s and 1960s, were based on the Soviet aid model.**? Sino-Soviet alliance
and their unity against the West, however, masked the underlying tensions between
the two countries. During the second half of the 1950s, the strains in the Sino-Soviet
alliance gradually began to surface. The changes in Soviet policy introduced by
Khrushchev, especially his attempt to reach an accommodation with the West and
his doctrine of peaceful co-existence, were to be the crucial developments in the
unraveling of the Sino-Soviet alliance.**> Differences over international policy and

reactions to the international developments also played a crucial role in ending the
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alliance. The Soviet leadership was concerned about the actions of an increasingly
autonomous China and the consequences of China’s actions in terms of Soviet—-US
relations. The Second Taiwan Straits Crisis in 1958 and the military clashes between
Chinese and Indian troops in 1959 were interpreted as a challenge to the Soviet
Union’s peaceful co-existence doctrine as well as to the implicit division of power
and responsibility in the Sino-Soviet alliance.*** One of the prominent concerns of
the Soviet leadership was the possibility that China’s autonomous and aggressive
foreign policy could draw Soviet Union into a nuclear war with the United States.**’
The Chinese leadership, on the other hand, accused the Soviet Union of revisionism
and abandoning the idea of world revolution. Soviet Union’s reservations over the
use of force to resolve the Taiwan problem, its refusal to support China during its
conflict with India and its reluctance to support China’s nuclear program increased
the tension between the two countries further.*® At the end of the 1950s and the
start of the 1960s, the growing political and ideological differences embedded in
Sino-Soviet alliance evolved into open estrangement and public split.*3’

The aim here is not to give a detailed analysis of the cause and consequences
of the Sino-Soviet split, but rather to focus on its impact on China’s foreign aid
policy. What started as an ideological conflict on revolutionary doctrine, soon turned
to a diplomatic crisis in the relations between the two countries. Political
disagreements were combined with increasing friction between the Chinese and
Soviet leaderships; and the Soviet Union ended its economic and technical aid to
China in July 1960 without warning in advance. The Soviet advisers and technical

personnel were withdrawn from China; while 12 agreements on aid and over 200
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cooperation projects on science and technology were ended.*® From then on,
China’s aid became as much anti-Soviet as it had been anti-Western, in a context
where China and the Soviet Union started to engage in “aid battles” in the Third
World.**

China responded by increasing its aid commitments to the other countries to
show that the termination of the Soviet aid did not have a negative impact on its
economy.**’ As the Sino-Soviet split deepened in the following years, its foreign aid
increasingly became a mechanism for competing with the Soviet Union for influence
in the Third World.**! During the 1960s, when China’s Third World activism was at
its peak, the scope and quantity of Chinese aid expanded significantly.**?> Even
though China’s support to the socialist countries - especially the North Korea,
Vietnam and Albania - continued in the 1960s, aid was extended from socialist
countries to include non-socialist developing countries too, especially in Africa.**’
One of the motives behind the expansion of China’s aid to non-communist states
was to break the policy of blockade and isolation carried out by the US-led Western
countries after the Korean War and to improve New China’s international status.***
Besides, aid was also considered as a valuable tool in winning as many countries as

possible away from Taiwan under its “one China policy,” which considered Taiwan
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to be a part of the People’s Republic of China.*** But, more importantly, China tried
to set up a coalition among the newly independent countries of Asia, Africa, and
Latin America to oppose both superpowers simultaneously. As China tried to
construct an international united front against the Western imperialism and what the
Chinese leadership termed as “the Soviet revisionism,” aid became one of the main
forms of contact with the newly independent countries and revolutionary movements
in the Third World. Although China, with its own political and economic problems
associated with the “Great Leap Forward,” could ill afford to give foreign aid, it
began extending credits, building infrastructure, and sending experts to an increasing
number of countries.**® The 1960s were also the period when China began to
institutionalize its foreign aid policy. Between 1963 and 1964, the then Chinese
premier Zhou Enlai visited ten African countries and announced “Eight Principles
for Economic Aid and Technical Assistance to Other Countries” in January 1964,
during his Africa tour.**’ The official document stated that China’s foreign aid
would be based on equality, mutual benefit, respect for sovereignty, promotion of
self-reliance and independent economic development, and the principle that the
Chinese aid workers should have the same standard of living as their counterparts in
the recipient countries. The announcement of the eight principles could be
considered as a manifestation of China’s desire to lead the underdeveloped world,

and to place itself as the champion of the Third World in its efforts to oppose both
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Cold War superpowers. After the announcement of the eight principles, from 1964
to 1970, China signed new agreements on development and technical cooperation
with many African countries, including Kenya, Tanzania, Congo, the Central
African Republic, Uganda, Mauritania, Zambia, and Sudan.**® During this period
China’s assistance was mostly in the form of technical assistance; and the loans and
grants provided were smaller than those provided by the Western donors but their
terms and conditions were more generous.** China also implemented major
infrastructure projects in which it could demonstrate its technological skills and
generosity. The most visible one of these projects, the Tanzania-Zambia railway,
was also a product of China’s aid offensive in the 1960s.

The Soviet influence on China’s foreign aid did not end when the Soviet Union
ended its development cooperation activities in China. One can easily notice that
China’s “Eight Principles for Economic Aid and Technical Assistance to Other
Countries” were inspired and influenced by the official principles that guided Soviet
development cooperation, which had emphasized respect for sovereignty, equality,
non-conditionality, and economic independence. ¥ Language and practices
deployed by China in its development cooperation shared a lot in common with the
Soviet development cooperation. For example, in a like manner to the Soviet
officials, Chinese officials tried to use the term “development cooperation” instead
of aid. China, however, presented these “eight principles” as if they were original
to create the image of China as a unique donor. The Chinese leadership claimed that

these eight principles were designed to compete the Soviet Union as well as the
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Western imperialism in the Third World. **! Ironically, Soviet development
cooperation rhetoric and practice, which had shaped China’s foreign aid policy and
discourse, was used by China in its coordinated campaign to push Third World
countries away from cooperating with the Soviet Union. As the tension with the
Soviet Union increased, China refused to give aid to pro-Soviet countries in the
Third World, replicating the behavior of the Western donors, who considered aid as
a reward for their allies.*> In this regard, China’s foreign aid rhetoric and practice
during the 1960s further confirmed the breakdown of the Sino-Soviet relationship.
In line with China’s claim to assume political leadership in the Third World,
the amount of aid sharply increased in early 1970s. China’s high-profile aid activities
in Africa - such as building ports, railways, and stadiums - played a crucial role when
China, competing against Taiwan, became a UN member in 1971, with more than a
third of the supporting votes coming from African countries.*>* China’s aid program
was greater than that of the Soviet Union in 1972. Moreover, around the same period,
China gave aid to more African countries than did the United States.*>* This huge
foreign aid program started to place a heavy burden on China’s budget. Since the
foreign aid had grown too large to sustain, the Chinese leadership had to reconsider
its foreign aid policy. As the 1970s progressed, China became more selective about
aid requests from the Third World countries. At the fifth five-year plan, covering the
period 1976-1980, the Chinese leadership set an upper limit for foreign aid amounts,

declaring that annual foreign aid expenditures would not exceed four percent of the
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total budget.*>> Another equally crucial factor in the reduction of the Chinese aid
levels in this period was the Sino-American rapprochement. As China turned away
from ideological and geopolitical confrontation with the United States through
diplomatic rapprochement, it also gradually moved away from aiding revolutions
and national liberation movements in the Third World countries.**

Since its establishment in 1949, The People’s Republic of China had
constantly challenged the legitimacy of the international order. After its adoption of
the policies of “reform and opening up” in the late 1970s, however, China gradually
integrated into the existing international capitalist system dominated by the United
States. In the early 1980s, Deng Xiaoping and Chinese officials repeatedly stated
that they no longer assessed international circumstances through revolutionary
framework, since the theme of the contemporary world was shifting from “war and
revolution” to “peace and development.”*’

In parallel with these developments, China’s foreign aid relations with the
Third World countries was restructured from support for independence and
revolutionary movements to a more pragmatic, market-oriented relationship,
emphasizing mutual economic and commercial benefits. China’s economic
transformation was at once reflected to its foreign aid practices in the 1980s.
Commercial considerations became more influential in aid allocations, while new
concerns with mutual advantages and profits further blurred the boundaries between

aid and other types of economic activities.*® Although the idea of “mutual benefit”
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through foreign aid was nothing new, it began to be increasingly emphasized after
the adoption of the policies of “reform and opening up.” The reason was that China
was now focused on its economic restructuring process and it had to allocate its
limited resources to its own market-oriented reforms. Due to its increasing demand
for capital and foreign exchange for economic restructuring, China made
corresponding adjustments in its foreign aid policy. In contrast to the generous aid
of 1960s and the early 1970s, China’s new aid approach, as from the late 1970s, was
“giving moderately and receiving a lot.”**’

China introduced new guidelines for its foreign aid policy, as it moved away
from the communist model of economic development and towards integration into
the international capitalist economy. Accordingly, China’s foreign aid policy would
be oriented towards benefitting China’s “reform and opening up” agenda. This was
clearly reflected in “the Four Principles of Economic and Technological
Cooperation,” which were announced by the Chinese premier Zhao Ziyang during
his trip to Africa in 1983.4%° These four principles of “mutual benefit, practical
results, diverse forms, and common development” were to guide China’s new aid
policy.*! As already noted, in the initial stages of providing assistance to other
developing countries, China’s foreign aid policy goals were promoting an anti-
Western, anti-imperialist agenda and increasing communist bloc solidarity. In 1964,
China had identified the promotion of self-reliance as a goal of aid in the famous
“eight principles of aid,” which were mentioned above. Central to “four principles”
that were declared in 1983, however, was an emphasis on a development cooperation
that would build capacity and foster growth in China as well as in recipient countries.

Compared to the eight principles that were announced in 1964, there was a clear
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shift from “one-way aid” to mutual economic benefits, namely an emphasis away
from minimizing dependency and transforming the capitalist world economy
towards cooperation through investment and trade. In other words, the four
principles represented was a shift of focus from cooperation for self-reliant
development to cooperation for economic growth and mutual commercial benefits.

This changing approach was also reflected in the forms that the China’s
foreign aid began to take. China started to pursue profits through foreign aid by
offering more concessional loans than grants.*$? Classical aid practices - such as
grant and technical cooperation - were gradually abandoned, while a substantial
proportion of aid was linked to promoting exports and market access.*®® This
renewed emphasis on the use of aid, as leverage for mutually beneficial commercial
relations, was also evident in the aid practices. A study conducted by Dreher and
Fuchs found that, in contrast to the earlier periods, a recipient country’s share of
Chinese aid showed a positive correlation with its importance as an export
destination for China during the 1979-1987 period.*%*

Chinese companies came to play more significant roles in China’s foreign aid.
Brautigam provides a good illustration of how Chinese state-owned companies that
undertook aid projects in African countries started to use aid as a “springboard” for

trade and investment in this period:

Chinese state-owned corporations with previous experience in Africa
under foreign aid were eager to translate that experience into profit.
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Chinese contractors had a number of advantages over ... well-

established, U.S.-based international engineering contractors in Africa.

Their labor was inexpensive, and they were willing to undertake projects

for “friendly prices” to generate future contracts. In many African

countries, Chinese construction teams handed over a completed office

building or health center financed under Chinese foreign aid, and then

they remained in the country, establishing branches of their home office

and setting up shop, either independently or in a joint venture with a

local partner...In such ways, China’s aid in the immediate post-reform

period reflected an emphasis on markets, efficiency, and profits. China’s

shift toward market-oriented economic cooperation gave the Chinese

greater control over projects that were now seen as opportunities for joint

profit, not simply one-way transfers.*

China’s development cooperation practices that evolved over the 1980s clearly
showed the increased prominence of trade and investment. China started to combine
aid and investment by using new mechanisms in its aid provision, such as lease
management and joint venture.**® Chinese foreign aid underwent further reforms in
the 1990s, together with the perceived success of the economic reforms and the
increased significance of private sector in the Chinese economy. China began to
diversify the sources and the means of its aid funds, emphasizing competition,
efficiency, and “market-oriented” principles in the use of the resources allocated to
foreign aid.*¢” These reforms were largely inspired by the new aid modalities that
were introduced in the 1980s, based on China’s experience as a recipient of Japan’s

aid.*® Japan, as the major donor in China during the 1980s, had a crucial impact

on China’s implementation of economic reforms in the early phases of its socio-
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economic reorientation away from the communist model towards integration into
the international capitalist economy. This influence was also extended to China’s
policy making in other relevant fields, including its foreign aid policy. Shimomura
and Ping show that Chinese officials and academicians were especially impressed
by one aspect of Japan’s foreign aid, namely the idea of “trinity development
cooperation,” which was based on the synthesis of aid, trade, and investment.**
Appropriating its experience with the Japan’s foreign aid model, Chinese
foreign aid began to focus on promoting Chinese exports and help Chinese
companies move into new markets. ’° As part of the structural adjustment
programs in the 1980s and the 1990s, many aid recipient countries began to
privatize many of their state-owned factories and plantations. Structural adjustment
policies imposed on the recipient countries by the Western donors provided new
opportunities for Chinese state-owned companies to take over some of these
factories and plantations, which had been built earlier in the 1960s and 1970s with
Chinese aid. In this period, China’s state-owned companies began to buy or lease
some of the old Chinese aid projects, especially in Africa. Brautigam notes that half
of the major agricultural investments, made by the Chinese companies in Africa
between 1987 and 2003, were former Chinese aid projects.*’! China’s aid projects
in agricultural sector in some African countries are illustrative examples in this
context. China had funded the construction of a state-owned sugar factory in Mali
in the 1960s and the management of the factory was left to the Malian government,
which was unable to manage the factory due to the lack of funds and labor
productivity. In the late 1980s, China’s state-owned agro-business company, China

State Farm Agro-Business Corporation, was directed to lease this former Chinese
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aid project to save it from bankruptcy, and finally the Chinese and Malian
governments agreed to transform the enterprise into a China-Mali joint venture with
40 percent Malian ownership in 1996.47? Similar examples can be given from the
other Chinese aid recipients in Aftrica. In the same year, for example, an irrigated
rice promotion center in Guinea, which had been built as part of China’s aid
program and handed over to the Guinean government in 1982, was transformed into
a joint venture with the Chinese side holding 80 percent of its shares.*”>As most of
its former aid projects evolved into joint ventures, China’s foreign aid became more
closely linked to its policy of encouraging its state-owned companies to invest
overseas during the 1990s.

In line with its efforts to combine aid and economic benefit, Chinese aid
projects injected new market mechanisms into the foreign aid projects. Another
important mechanism through which China could diversify its foreign aid sources
was concessional loans. China’s Export-Import Bank (Eximbank) was established
as a government institution administrating China’s concessional aid loans in 1994.
This new aid mechanism was designed to serve China’s policy of internationalizing
Chinese companies since aid loans were tied to using Chinese goods and services
as well as using Chinese companies as sub-contractors in aid projects.*’* Because
concessional loans were provided on the condition that good and services for
financed aid projects were purchased from Chinese companies, they would be spent
on buying materials and services from China, as well as on employing Chinese

labor. In other words, Chinese foreign aid policy was restructured to tackle the
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problem of China’s industrial overcapacity by promoting the export of Chinese
goods, technology, and labor to developing countries through aid loans. From the
mid-1990s onwards, business-oriented foreign aid gradually became the dominant
theme in China’s foreign aid, gradually pushing grant-based intergovernmental
cooperation out of focus.*”>

In 1995, the Chinese government introduced development guidance on its new
aid strategy, known as the Grand Economic Strategy.*’® Aimed at further
integrating trade and investment policies with foreign aid practices, this new
strategy distanced Chinese government institutions from the implementation of the
aid projects by mobilizing private sector engagement in aid provision. Because of
rapid expansion of its industrial production after the economic reforms, China
changed from being a net oil exporter to an oil importer in 1993 and became the
third largest oil consumer after the United States and Japan by 1996.4’” The Chinese
leadership recognized that it would need to secure access to natural resources, raw
materials, and markets abroad to maintain the pace of economic growth. This
recognition led to further changes in China’s foreign aid policy. The concept of
“economic security” came to the fore in China’s foreign policy in the 1990s, and
the idea that the country should combine aid and investment to secure energy
resources, which were crucial for economic growth, became an official part of its
foreign policy.*’® New foreign aid modality that aimed at securing access to natural
resources was the so-called “resources for infrastructure” (or “commodities for
infrastructure”) deals. It was a type of concessional finance in which the recipient

country’s natural resources are used as security. In this form of lending, the Chinese
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Eximbank would provide concessional loans, which were tied to the goods and
services of Chinese companies, for large infrastructure projects in the recipient
countries in exchange for access to natural resources of that country. The provision
of resource-backed infrastructure loans to resource rich countries to obtain rights to
their resources is commonly referred to as the “Angola Model,” since the Chinese
Eximbank’s first major “resources for infrastructure” deal was conducted with the
government of Angola in 2004.*” In case of Angola, the Chinese Eximbank loan
to finance key public infrastructure projects was secured by oil and were repaid
with the proceeds of Angola’s oil sales to China.** Similar types of “oil-for-
infrastructure” deals can also be found in other oil-producing African countries,
such as Sudan and Nigeria.*®! As a matter of fact, providing infrastructure in
exchange for oil and other natural resources has become the most common modality
in China’s foreign aid, especially in Africa.

At the beginning of the new century, China’s foreign aid increased rapidly,
with an annual growth rate of nearly 30 percent between 2004 and 2009.**? This
increase in the aid funds was accompanied by institutionalized aid relations, with
the establishment of international and regional forums, such as the Forum on China-
Africa Cooperation (FOCAC) in 2000, the China-Caribbean Economic and Trade
Cooperation in 2005, and the China-Pacific Island Countries Economic

Development and Cooperation Forum in 2006.433
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In general, Chinese foreign aid during the post-Cold War years is characterized
by a twin process of increasing aid volumes as well as institutionalized relations
with the recipients.*** Moreover, China also began to pay greater attention to aid
projects on human resources development in recipient countries. The number of
the aid projects on vocational training and skills development in recipient countries
increased and China began to offer training programs as part of the Human
Resource Development Cooperation (HRDC) programs that were introduced by the
Chinese government in the late 1990s.%> From this point onwards, building human
resources capacity in recipient countries, especially the ones in Africa, became one
of the key goals of China’s foreign aid. At the First Ministerial Conference of
Forum on China-Africa Cooperation (FOCAC) in 2000, China announced the
establishment of the African Human Resource Development Fund and set up a
coordination mechanism of inter-ministries in external human resources
development cooperation. “®® China has organized the Forum on China-Africa
Cooperation every third year since 2000, and gradually increased financial
contribution to the African Human Resource Development Fund for training
personnel from African countries in different fields. Projects and programs
promised through the fund focused on the basic health and education, as the key
areas of human resource development. The increased emphasis on public health,
education and skills development highlighted the growing prominence of investing

in human capital in China’s foreign aid.
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The focus on building human resources capacity in the recipient countries was
further highlighted by the then Chinese President Hu Jintao when he announced
five new measures that China would take to help the recipient countries accelerate
their development at the United Nations Summit in 2005.%%” According to the
announcement, besides continuing to support the recipient countries through
concessional loans and debt relief, two of these five measures emphasized the
concern for developing the recipient countries’ human resource capacities by
improving vocational training and public health services. In 2007, former vice
president of China, Wu Yi, stated that the cooperation in human resources
development was a fundamental part of China’s foreign aid.*3?

These new measures in the Chinese foreign aid policy were aimed at satisfying
the basic needs of the poor (such as health and nutrition) in the recipient countries
and improving their skills and qualifications through technical and vocational
training. This emphasis on human resource development through the provision of
basic education and health services bears a striking resemblance to the poverty
reduction strategies of the Western donor community led by the World Bank since
the early 1990s. As shown in the previous chapter, the underlying objective of the
World Bank’s poverty reduction agenda in the post-Cold War years has been to
convert the poor into proletarians with adequate health and education to be

exploited by capital, while ensuring that means of survival other than wage labor
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are not available to them. In this respect, China’s rapidly increasing aid projects on
human resources development seem to complement the World Bank-led poverty
reduction strategies in the post-Cold War years, which, as pointed out before, aim
to provide capital with access to sufficiently healthy and qualified labor force all

around the world.

5.3. Aid with Chinese Characteristics: Competitive and/or Complementary?

China’s foreign aid has mainly been provided through bilateral channels.
However, China has also increased its interaction and cooperation both within
multilateral development institutions such as the World Bank and the UNDP, and
bilateral aid agencies such as the UK’s DFID.* As already noted, China has
selectively adopted some of the aid modalities and practices of the other donors.
However, especially since the early 2000s, China has not only been adapting to the
existing aid architecture and being influenced by the other established donors but it
has also been exerting its influence on international aid architecture, having an
impact on the practices of the traditional donors. In the first place, China is forcing
traditional bilateral and multilateral donors to be less high-handed with aid-recipient
countries since these countries consider Chinese aid as an alternative to the dictates
of the Western donors.*”° For example, a recent study found that the World Bank
has reduced its conditionality “in response to the increasing competition from China
so as to maintain the level of its development activities in Africa.”*! According to

the study, the empirical findings from 54 African countries suggest that when an
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African country is also assisted by China, they receive fewer conditions from the
World Bank.*%?

Indeed, China’s re-emergence as an influential aid donor in the early 2000s
has caused a reconsideration of the rules and norms of the international aid
architecture, most notably on the conditionality of aid, on modalities of aid and on
the relationship of aid to trade and investment. For example, China’s emphasis on
infrastructure projects in recipient countries, which the World Bank and the most
traditional donors had stopped funding decades ago, has pushed the Bank and the
other Western donors to again focus on physical infrastructure projects in recent
years.*”> Moreover, China has actively tried to move the World Bank beyond some
of its established practices,” initiating a “two-way socialization” in the China-World
Bank interaction.*** One instance of this two-way interaction is a memorandum of
understanding signed with the Bank in April 2007. In this memorandum, China’s
Export-Import Bank was included as co-donor in African projects rather than one
among multiple participants on World Bank-sponsored multi-donor lending
packages.*”> This meant that the Bank agreed to work with China as a co-donor as
opposed to its established rule of having bilateral donors following the lead of the
Bank. This new type of engagement shows that China refuses to subordinate itself
to fully the Bank even though it cooperates with the Bank and complements its
poverty reduction strategies.

While actively exerting its influence on the institutions of the current aid

architecture, China has also been trying to increase its influence as a donor by taking
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part in the creation of alternative institutions of international development finance.
These multilateral institutions, which are mainly led and dominated by China,
include the BRICS Development Bank, the Asian Infrastructure Investment Bank
(AIIB) and the New Silk Road Foundation. Although it is uncertain at this point
whether these China-dominated multilateral institutions they have the potential to
pose a threat to the Bretton Wood institutions by spreading new norms and principles
for development aid. However, their emergence itself is a sign of growing influence
of China in the international aid landscape. From the perspective of the aid-
recipients, these new institutions of development finance provide them with more
“room for maneuver” in their relations with the Western donors as an alternative to
accepting the never-ending policy conditions attached to aid.**®

Another instance of China’s influence on the practices of established donors
is the United States’ pilot aid projects, which adopt the Chinese aid model by
combining financial resources of USAID and US Eximbank.*’ In an attempt to
compete with China's rapidly growing infrastructure and development assistance
activities, the United States has been updating its development aid finance
mechanisms. One recent example of this is the Better Utilization of Investments
Leading to Development (BUILD) Act passed by The Trump Administration in
October 2018. Bipartisan BUILD Act created a new foreign aid agency - the United
States International Development Finance Corporation, which will finance
infrastructure projects in Africa, Asia and Latin America. The Act’s policy statement
clearly states that the Act was designed as a means of competing with China’s Belt
and Road Initiative, which has a goal of providing over one trillion USD in

infrastructure aid and investments to over 100 countries.**® The act, which increased

40Li Xing, "Conceptualising the Dialectics of China’s Presence in Africa," in Emerging Powers in
Africa A New Wave in the Relationship?, ed. Justin Van Der Merwe, lan Taylor, and Alexandra
Arkhangelskaya (Cham: Springer International Publishing, 2018), 90-91.

497 Warmerdam, “China and Globalization,” 59.

498 The US House of Representatives, "House of Representatives Report 115-814 / Better
Utilization of Investments Leading to Development Act of 2018," Congress.gov., July 11, 2018,

195



the aid commitments of the United States, was in fact a huge reversal for the Trump
Administration, which had hardly criticized foreign aid from the very beginning, and
even promised to eliminate foreign aid during the election campaign.**® Republican
Representative Ted Yoho, one of the authors of the BUILD act, stated that long-time
foreign aid skeptics like himself and President Trump had backed the Build Act as
a direct response to China’s growing economic and political influence in developing
economies.”%

Despite these mutual influences, similarities and complementarities between
the aid practices of China and the Western donors, both sides present themselves as
total opposite of the other. In the OECD-DAC member states, China’s international
cooperation is commonly considered as an instrument of promoting China’s
economic interests at the cost of damaging the development prospects of recipient
countries, captured in the concept of “rogue aid.”*°! Western aid community express
concerns about China’s non-conditional aid provision to the so-called “rogue
regimes” because it undermines the gains made by the traditional donors towards
good governance in the recipient countries and challenges the purpose of aid
conditionality of the Western donors, which, they claim, aim to improve policies
among the recipient countries.’®? On the other hand, China often emphasizes the

imperialist nature of development aid provided by the traditional donors and
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considers it as a threat to the sovereignty of the recipient states.’> China has adopted
a “South-South cooperation”%* discourse since the early 2000s to differentiate itself
from the traditional North-South cooperation model, which is represented by the
OECD-DAC. The term has been used by policy makers and academician to imply
non-hierarchical cooperation among the countries of the global south, based on the
exchange of resources, technology and experience. Since the early 2000s, China has
set up several multilateral platforms for the South-South cooperation, the most
prominent one being the Forum on China-Africa Cooperation (FOCAC).>* At the
G-77 Summit in 2000, China recommended developing countries to improve South-
South cooperation to keep pace with the latest scientific and technological
developments and thereby effectively deal with the challenges of the global
economy. > In 2015, China established “South-South Cooperation Assistance
Fund” to specifically support developing countries in accelerating progress towards

the achievement of the Sustainable Development Goals that were adopted by the
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United Nations. The white papers, which are issued by the China’s Information
Office of the State Council, are the principle official documents on China’s foreign
aid.>*” In 2011, China released its first white paper on foreign aid, which provided
an overview of China’s foreign aid from 1950 to 2009. The White Paper classifies
China’s aid framework based on the so-called “South-South cooperation.”% The
white paper defined “South-South cooperation” as “mutual help between developing
countries,” which is not equal to official development assistance from the North to
the South.’” The basic features of China’s “South-South cooperation” framework
are counted as equality, mutual-benefit, common development, non-conditionality,
and non-interference in recipient countries’ internal affairs.®'® The paper also

described China’s foreign aid as a “model with its own characteristics,”!!

indicating
that these features are considered to constitute a “model” different from the aid
models established by the Western donors.

Although the DAC members and China emphasize the difference in their
development cooperation, a detailed comparison of China and traditional donors
show that their aid practices are more similar than they might appear at first glance.
In an equivalent manner to the Western donors, China equates development with
economic growth and considers it as complementary to private sector-led

development efforts.>'?> Moreover, following in the footsteps of Western donors,

China has also used foreign aid strategically to support the needs of its rapidly
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developing capitalism since its adoption of the policies of “reform and opening up”
in the late 1970s. Although China deploys “South-South cooperation” rhetoric and
positions itself as reference for developing countries, China’s aid practices have
been subjected to criticism for replicating the pattern of the North-South relations
and the Western colonial practices — an issue that is discussed more extensively in
the following.*!

China as a donor has increasingly emphasized the importance of strengthening
the South-South cooperation in recent years and urged developing countries to focus
on South-South cooperation to find solutions to the developmental challenges.
However, China has pursued its economic reforms and opening-up policy since the
late 1970s, not with a focus on South—South cooperation as it recommends aid
recipient countries to do, but rather focusing on the trade and investment relations
with the industrialized countries of the North, receiving foreign aid from traditional
donors and joining the capitalist international institutions (such as the World Bank)
that it had rejected during the revolutionary period. In other words, in its
development efforts, China has not followed the South-South Cooperation model
that it has been ardently promoting for the other developing countries.

In a like manner, inconsistencies between aid rhetoric and practice can be
observed among Western donors. Most of the Chinese aid practice, which are
harshly criticized by traditional donors, have been widely used by themselves and
have not been completely eradicated. For example, concessional finance tied to the
acquisition of Chinese products and services has always been criticized by the
OECD-DAC as a practice that helps China itself rather than the recipient countries.
However, as Esteban and Perez show, over 30 percent of aid provided by the United
States and the European Union institutions is still tied and the use of tied aid is

widespread among the other OECD-DAC members.’'* Moreover, it does not take
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an elaborate research to find that Western donors has been providing aid to the
countries with extensive records of human rights violations, even though they have
been criticizing China’s unconditional aid to corrupt and authoritarian regimes in
developing countries.

While their aid rhetoric and mechanisms might be different, Chinese and
Western aid display practical similarities. At this point, it would be useful to take a
closer look at the differences and similarities between the contemporary aid policies
of China and the OECD - DAC donors to figure out whether and how “aid with
Chinese characteristics” offer an alternative to the existing aid relations and
practices. The following sections will focus on whether China can fashion a new
development cooperation model that can radically challenge the development aid

architecture that has been prominent since the early postwar period.

5.3.1. Perceptions of China’s Foreign Aid in the West: Rogue Donor & Toxic
Aid

Although China has been providing foreign aid for several decades, “China as
an emerging donor” has attracted increasing attention from academia, media,
national and international policy makers and development agencies since the early
2000s. China’s development cooperation policy - based on the strategy of merging
of aid, trade and investment - has been accused of using aid in pursuit of securing
energy and raw materials, developing markets, overloading poor countries with debt.
Some criticize China for its support for corrupt and authoritarian regimes, which
undermines good governance initiatives promoted by the West. Naim, for example,
labels Chinese aid together with aid from the other emerging donor as “toxic” and
suggests that if China and the other emerging donors “continue to succeed in pushing
their alternative development model, they will succeed in underwriting a world that

is more corrupt, chaotic, and authoritarian.”>!> Some others criticize China for
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overloading aid recipient countries with unsustainable debt through large-scale
infrastructure projects. For example, Phillips calls China a “rogue creditor” for
creating an unsustainable debt burden for many poor countries.’'® Similarly, Parker
and Chefitz accuse China of using aid loans to gain political leverage with
economically vulnerable recipient countries through a process, which they term
“debt-book diplomacy.”!” The authors claim that that “debt-book diplomacy” is an
instrument of China’s “predatory economic practices” that were mentioned in 2018

National Defense Strategy of the United States:

In its 2018 National Defense Strategy, the U.S. warned that China is
leveraging “predatory economics” as a means to achieve both regional
and global strategic ends. One such type of predatory economics is
...“debt-book diplomacy,” the coercive leveraging of debt to acquire
strategic assets or political influence over debtor nations.>'®

Some go as far as accusing China of “raping” natural resources in Africa
through their aid and investment practices on the ground.’!” Some even liken China

to the famous movie character “Godfather,” a mafia boss running illegal businesses

1n various sectors:

The only adjective that properly describes China’s attitude towards
lending is seductive. Borrow from the Chinese and you are drawn into
the bosom of its — highly profitable — family. Beijing is the Godfather,
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engaged in everything from textiles to infrastructure to uranium and

0il.>2°

These concerns about the significance, sincerity, and underlying motivation of
the Chinese foreign aid are part of the wider concerns about China as a new global
hegemon or as a competitor to the US-led international capitalist system. Therefore,
discussions on “Chinese aid model” and “China as an emerging donor” are generally
contextualized within the broader debates and concerns on the “rise of China.”
Nowhere do these fears and concerns about Chinese aid practices manifest
themselves more than in Western policy makers’ discourses on China’s aid and
commercial engagements on the African continent. In 2011, former British Prime
Minister David Cameron stated that “the West [was] increasingly alarmed by
Beijing’s leading role in the new scramble for Africa.”>*! In 2012, the then US
Secretary of State Hillary Clinton sang the same tune when she accused China of
pursuing colonial exploitation and warned African countries to beware of this “new
colonialism played by China.” >*2 More recently, the US vice president Mike Pence
warned the island states of the South Pacific not to accept foreign debt that could
compromise their sovereignty, implying Chinese aid loans provided to the countries
in the region.’?* Same concerns are also widespread within the academic literature.

For instance, Navarro accuses China of colonizing and economically enslaving the
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majority of Africa’s population while aiding oppressive governments.’?* Rotberg
labels Chinese aid and investment in Africa as “opportunistic” and “exploitative”
with no concern for African needs and values.*?

In terms of IR theory, these concerns about China’s rise might be associated
with realism and its variants. Foreign aid occupies a relatively minor place in the
analyses and debates on the “rise of China” and “declining American hegemony.”
In the mainstream IR literature, China’s foreign aid is usually discussed in the
context of the debates on the perceived “China threat.” China’s growing foreign aid
is considered as a significant instrument and revealing element of the “China’s rise.”
In fact, as Kiely suggests, much of the mainstream IR debate on the “rise of China”
is actually about how the United States and its allies might and should respond to
China’s challenge.*?® Realist-informed accounts suggest that China, as a rising
power, seeks to increase its economic power to strengthen its military capability and
will consequently challenge the existing international order. As far as foreign aid is
concerned, the conventional IR perspective simplistically considers it as one of the
weapons in China’s arsenal for challenging the United States and its allies,
discouraging a more comprehensive systemic analysis of aid. These mainstream
debates and analysis are informed by an ahistorical statist ontology that fails to
contextualize the “rise of China” in the neoliberal capitalist international order.
Accordingly, China’s contemporary global aid offensive is also decontextualized
from the international aid architecture and international capitalist order in general.
Realist-informed interpretations single out China as an “evil” donor that uses aid
strategically to exploit recipient countries, while remaining silent on abusive and

exploitative aid practices of the Western donors.
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Liberal accounts generally accept the broader claims of the neo-realists about
China’s rise. As for China’s foreign aid, they highlight that China’s integration into
the current aid architecture is possible. China’s provision of aid in cooperation with
the traditional bilateral and multilateral donors (such as the World Bank and the
UNDP) has been considered by liberal accounts as an opportunity for socialization,
a process through which China has gradually internalized and adopted the principles
and practices of traditional aid architecture. They highlight that China shares many
neoliberal approaches with Western donor countries. For example, [kenberry accepts
that China is on the rise and global power shift might take place. Nevertheless, he
suggests that even if China’s rise takes power and authority away from the West, it
does not necessarily mean the end of liberal international order because liberal
international order is “hard to overturn and easy to join.”>?’ Similarly, Nye argues
that China’ rise will not inevitably result in great power conflict, emphasizing the
interdependence between the United States’ economy and China’s export-led
development model. 3® According to Nye, China’s “charm offensive” through
foreign aid and the other means has its limits given the domestic problems that China
must overcome, such as inequality, corruption and lack of liberal values.*?® From his
point of view, China’s foreign aid can only be an effective instrument of “soft
power” as long as China shares a commitment to the US-led liberal international
order.

With regard to aid, the mainstream IR, implicitly and sometimes explicitly,
puts the blame for the failure of global aid efforts entirely on China and the other
emerging donors as exploitative and opportunistic countries. For realist-informed
approaches, China is a “rogue donor” that sabotages the global aid architecture. For

those with more liberal inclinations, there is no need to worry about China’s foreign

527 G. John Ikenberry, "The Rise of China and the Future of the West," Foreign Affairs 87/1 (2008):
24.

528 Joseph S. Nye, “American and Chinese Power after the Financial Crisis,” The Washington
Quarterly 33/4 (2010): 146-149.

SP1bid., 150.

204



aid offensive as long as China is not allowed to engage in the recipient countries
fully outside of the international development and aid architecture. From the
mainstream IR perspective, then, the problem is not with the international
development cooperation or the way international aid architecture functions, but
rather with China’s use and abuse of development aid. While the perceived threat
posed by China and its aid practices are interpreted in different ways and degrees by
realist and liberal accounts, they suffer from the same deficiency. They both
problematize China’s abusive foreign aid practices not in terms of their detrimental
effects on aid recipient countries, but rather in terms of the threat or challenge they
pose to the Western donor countries. Consequently, the issue is reduced, in a
simplistic manner, to a dichotomized debate on whether China’s foreign aid is
actually provided with “well-meaning” or “evil” intentions.

While these mainstream approaches single out China and the other emerging
donors for using aid opportunistically, the operations of Western donors with the
same purposes are absent in their analyses. Phrases such as “toxic aid,” “rogue

9 66

creditor,” “predatory donor,” and “new scramble for Africa” are widely used to

characterize China’s aid practices in recipient countries. In contrast, Western aid

29 ¢

practices are described with phrases such as “aid for trade,” “total official support

2 (13

for development,” “sustainable development cooperation.” In these accounts,
Western development actors and donors are typically portrayed as having learned
their lessons from the excesses and mistakes of Western colonialism in the past and
reformed their development cooperation policies. Moreover, as Mawdsley observes,
mainstream accounts of China’s “new scramble for Africa” imply or state that
Western colonialism, although it was exploitative and morally wrong, was better
than contemporary Chinese colonialism in Africa because it had at least “ a

developmental dimension” and “well-intentioned elements.”*° In this way, these

accounts seek to separate Western donors’ aid practices with similar purposes from
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those of China by simply suggesting that China is not a sincere or a well-meaning
donor. Besides, contemporary forms of colonial practices of the Western countries
and the role that Western aid architecture plays in the ongoing neo-colonial relations
with aid-recipient poor countries are completely left out of analysis. This hypocrisy
is well described by Sautman in his comparison of the West’s self-representation in

Africa and the West’s depiction of China in Africa:

The main problem with the China-in-Africa discourse is not empirical
inaccuracies about Chinese activities in Africa, but the
decontextualization of criticisms for ideological reasons. Some
analyses positively cast Western actions in Africa compared to China’s
activities; others lack comparative perspective in discussing negative
aspects of China’s presence, so that discourse consumers see a few
trees, but not the forest. Such analysis reflects Western elite perception
of national interests or moral superiority as these impinge on “strategic
competition” with China. Many analysts scarcely question Western
rhetoric of “aiding African development” and “promoting African
democracy,” yet are quick to seize on examples of exploitation or
oppression by Chinese interests.>*!

As such, mainstream IR literature leave us with little more than a binary
between “altruistic” Western aid and “amoral” Chinese aid. While Western
perspectives primarily focus on China, they neglect the dynamics and contradictions
of neoliberal globalization, which drives not only China but also the other emerging
and established donors to use foreign aid for securing raw materials or finding new
markets to export over-accumulated surplus capital. >

Another commonplace and equally problematic position celebrates the “rise
of China” and sees Chinese aid as being part of a wider process that challenges

Western aid architecture, and encourages alternative models of development.* In
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this case, the Chinese development model is idealized, rather than being demonized,
as an alternative. China’s international development and aid approach, as a more
progressive alternative to the traditional Western-led international development,
gained considerable interest in the 2000s and was captured in the terms such as the
“China Model” or the “Beijing Consensus.”>** According to this reading, China
offers an autonomous development model, one that emphasizes equality, self-
determination and non-interference. Initially coined by Joshua Cooper Ramo in
2004, the Beijing Consensus is often contrasted with the Washington Consensus as
an alternative to Western donors’ conditional approaches to economic relations and
development aid.>*> According to Ramo, China’s new development approach is
characterized by innovation, autonomy, equity, and growth.>*

This celebratory view of the so-called Chinese development model has also
crept into historical materialist accounts. Many on the left also consider China as
offering an alternative development path that provides other developing countries
with the opportunity to reduce their dependence on US-led international capitalist
system and pursue their own independent development strategies.”*’ For example,
Arrighi argues that China has the potential to pursue a more peaceful and egalitarian
path to development compared to advanced industrialized countries in the West.>*3

As Kennedy argues, talk of a China model or Beijing Consensus “not only gets

the empirical facts wrong about China, it also disregards the similarities and

3341an Taylor, Global Governance and Transnationalizing Capitalist Hegemony, The Myth of the
'Emerging Powers' (Abingdon: Routledge, 2018), 204.

335 Joshua Cooper Ramo, The Beijing Consensus (London: Foreign Policy Centre, 2004), 3-4.
36 Ibid., 27-28.

>3"Martin Hart-Landsberg, “The Realities of China Today,” Solidarity, November/December 2008,
accessed September 02, 2018, https://solidarity-us.org/atc/137/p1940/.

33Giovanni Arrighi, Adam Smith in Beijing: Lineages of the 21st Century (London: Verso, 2008),
10.

207



differences China’s experience shares with other countries.”* At this point, it could
be useful to take a closer look at the most prominent tenets of the so-called Beijing
Consensus that are claimed to differentiate it from the so-called Washington
Consensus as an alternative — namely, innovation, autonomy/sustainability and non-
interference.

First of all, technological innovation has obviously played a crucial role in
China’s substantial economic growth. Funds that were allocated to research and
development has increased in recent years, which was made evident in the rise of
number of patents, copyrights, and trademarks in China.>*® However, many studies
show that China has not produced much technology innovation and Chinese
industries have been heavily dependent on the technology that the foreign companies
bring.>*! Although China has been the world’s leading exporter of information
technologies since 2004, majority of the value added in China’s information
technology exports have originated from abroad, and over 85% of high-tech exports
are produced in joint ventures or owned by multinational companies headquartered
in advanced capitalist countries.’** From the global value chain perspective, China
still competes mainly on low-cost manufacturing based on cheap labor and labor-
intensive sectors, that is, at the lower end of the value chain. The most successful
Chinese companies have integrated themselves into global production networks as
assemblers and manufacturers, not as innovation leaders.

Secondly, the so-called Beijing Consensus implies that China has achieved an

autonomous and independent form of development, which can set up a model for
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the other developing countries. On the contrary, China seems to have lost its
autonomy in providing economic growth in ways not too different from the other
developing countries, since it is highly dependent on the investment of multinational
companies in order to maintain its high economic growth. ** Moreover, its
development strategy is also highly dependent on export growth to provide
employment and prevent domestic social unrest. Since the so-called “China Model”
is export-driven, it is highly vulnerable to fluctuations and crises in the global
capitalist economy. Whenever there is a crisis of demand in the United States and
Europe, the Chinese export-led growth strategy easily comes under strain.’** As
Hardy shows, China’s production and development strategies are based on a
fundamental contradiction. On the one hand, the Chinese government tries to
increase domestic demand by increasing wages to become less dependent on exports
to the US and Europe; on the other, it has to keep wages low to maintain labor-cost
competitiveness, on which large parts of Chinese exports are based.>* While foreign
investment made China an important export platform, this export-oriented growth
strategy has not contributed to China’s autonomous development potential. Since
Chinese production and development have become highly integrated into the
exploitative global capitalist economy, it is not plausible to talk about an
independent and self-reliant development model in the case of China.

Thirdly, we have been told that the Beijing Consensus focuses on development

aid based on local demands and does not require reforms or conditions on the

33 Alvin Y. So and Yin-Wah Chu, “Interrogating the China Model of Development,” in The Essential
Guide to Critical Development Studies, ed. Henry Veltmeyer and Paul Bowles (Abingdon:
Routledge, 2018), 406-407.

>4 Andreas Bieler and Adam David Morton, Global Capitalism, Global War, Global Crisis
(Cambridge: Cambridge University Press, 2018), 185.

3% Jane Hardy, “China’s Place in the Global Divisions of Labour: An Uneven and Combined
Development Perspective,” Globalizations 14/2 (2016): 195.

209



grounds of non-interference in domestic affairs.>*® China’s emphasis on non-
interference in domestic affairs of the recipient countries has contributed to a widely
held impression that Chinese aid and commercial loans are provided without
attaching policy conditions.’*” However, contrary to the rhetorical claims, China
demands recipient countries benefitting from the Chinese aid to accept the “one-
China” policy of not having diplomatic ties with Taiwan before tangible
development cooperation can ensue.’*® For example, China pressured the Vietnam
Government to exclude Taiwan from the Asia-Pacific Economic Cooperation
Summit, which was hosted by Vietnam in 2006, and temporarily halted aid to
Vietnam when it refused to submit to China’s pressure to isolate Taiwan.’* As
another example, when China provided concessional loans to Belarus in 2007, it
asked the government of Belarus to adhere to a One-China policy, to resist all kinds
of efforts by Taiwan to rejoin the United Nations, and not to have any official
interaction with Taiwan.>° Besides, during the Cold War period, China had also
refused to give aid to those countries that were receiving aid from the Soviet Union.
Upon closer examination, conditionality in China’s aid becomes more visible at
project level. As already indicated, any recipient of Chinese aid must agree to use

Chinese labor and equipment, and also abide by the regulations set by the Chinese
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contractors that implement aid projects. Moreover, like Western donors, China uses
its concessional loans as a means to demand something from the recipient country
in an unrelated context. For example, in 2009 China cut aid funds that it provided to
the government of Indonesia for construction of power plants when an Indonesian
airline company cancelled its plans to purchase aircrafts from a Chinese
manufacturer.>>!

As these examples show, like Western aid, China’s aid has not been free from
political conditionality. Aid that developing countries received from the World Bank
or the other Western donors have almost always come with visible strings attached
to aid funds. Especially since the 1980s, Western donors have imposed neoliberal
reforms such as trade liberalization, deregulation of the market, promotion of private
property rights, currency devaluation and competitive interest rates. China, on the
other hand, does not attach neoliberal policy prescriptions to its aid funds. Besides,
compared to Western donors, political and economic conditionality attached to
Chinese aid has been less overt and less identifiable. However, this is not to suggest
that China does not benefit from the environment in aid-recipient countries that has
been created by neoliberal policies and reforms imposed by the Western donors. It
has taken advantage of the opening up of the markets of the recipient countries as a
consequence of the neoliberal policies that the leading international aid agencies
have forced aid-recipient countries to adopt.>>* Especially in its efforts to combine
aid and investment, China has greatly benefitted from neoliberal restructuring
process in the aid recipient poor countries. While positioning itself as a non-
interfering donor, China has been riding on the wave of neoliberal conditionality

imposed on poor aid-recipient countries by the Western donors at the global level.
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It is the global neoliberal context that has enabled China to engage in land grabs,>>

joint ventures and “resource for infrastructure” deals in the aid-recipient countries

through the combined use of aid, trade and investment.

5.3.2. “Aid with Chinese Characteristics” at the Service of the Neoliberal

Historical Bloc

All these are not to deny that China has a distinct development experience and
different foreign aid practices. For example, Chinese foreign aid is institutionally
fragmented compared to the OECD-DAC member donors. >* As a donor, China
does not have a specialized government agency, such as the United Kingdom’s
DFID or the United States’ USAID, which coordinates and implements its foreign
aid program. Moreover, China’s own development experience also differentiates it
from the others. China’s post-1978 economic reforms have not consistently followed
the policy prescriptions of the so-called Washington Consensus while integrating
into the international capitalist order. China’s transition to capitalism was not a big-
bang reform or shock therapy, which was the common method of operation in the
transition from socialism in many other countries. > Obviously, China’s own

development experience and its foreign aid policy are distinctive. But the critical
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question here is: Does this distinction justify existence of a developmental
alternative that can replace the existing development and aid architecture?

Mainstream literature has celebrated the consequences of China’s post-1978
market reform policies as a success story or an economic miracle.’>® China’s rapid
and sustained economic growth during the last three decades, its competitiveness in
export markets and its ability to attract foreign investment are considered as the key
features of this “success story.” Critical perspectives, however, have been quick to
point to the detrimental consequences of this “economic miracle.”

For instance, Bieler and Lee attracts attention to the “dark underside” of this
“success story” in the form of long working hours, low salaries, lack of welfare
benefits, and working conditions characterized by super-exploitation.>>’ Following
a similar line of argument, Hart-Landsberg and Burkett argue that “economic
miracle” attributed to China’s post-1978 market reforms have led to an increasingly
exploitative growth process, one that benefits minority at a heavy cost for the
Chinese labor, and leads to an explosion of inequality.’*® The authors show that
changes in China’s production processes are shaped by broader capitalist dynamics,
in particular by the establishment and intensification of corporate-controlled
transnational production networks. They argue that China’s export-led development
model, which is dependent on participation in these transnational production
networks, works against the interests of workers not only in China but also

throughout East and Southeast Asia:

...as China’s growth has become dependent on the country’s
participation in crosscutting and competing transnational production
networks, the Chinese state has come under ever greater pressure to
keep wages down and productivity up in order to sustain or improve

356 Martin Hart-Landsberg, “The Chinese Reform Experience: A Critical Assessment,” Review of
Radical Political Economics 43/1 (2011): 56.

557 Andreas Bieler and Chun-Yi Lee, "Chinese Labour in the Global Economy: An Introduction,"
Globalizations 14/2 (2016): 179.

558 Martin Hart-Landsberg and Paul Burkett, "China and the Dynamics of Transnational
Accumulation: Causes and Consequences of Global Restructuring," Historical Materialism 14/3
(2006): 22-28.
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the country’s position within these networks. And, because of its key

position, Chinese conditions have become the benchmark by which

transnational corporations evaluate the investment environment in

other countries. As a result, workers throughout East Asia have

become pitted against each other in a contest to match the level of labor

exploitation achieved in China.>*

However, China’s impact on wages and working conditions is not limited to
the countries in East and Southeast Asia. As So and Chu reminds, China sets the
norm for wages and working conditions in global production chains all around the
world. 3® Multinational corporations, which move their production facilities to
China to reduce their labor costs, use the threat of this mobility as a means to pull
down wages and working standards in other countries. As a consequence, hard-won
and still inadequate rights of the workers in developed countries are undermined,
while the already poor working conditions of labor in the Global South are further
exacerbated. In this regard, the “China model,” which is championed as offering an
alternative path to neoliberal form of development, increases and intensifies
capitalist exploitation in many other parts of the world

From a labor perspective, then, there is no model to be celebrated as an
alternative to neoliberal capitalism. Far from it, China’s high-speed economic
growth was achieved at the expense of its labor. When the post-1978 reforms were
launched, millions of people were thrown out of the state factories and pushed off
from their lands into an exploitative private sector.’®! China’s market reforms have
been accompanied by process of proletarianization marked by privatization and

imposition of a flexible labor market.’®* Almost four decades of capitalist reform

5% Ibid., 22.

%0 Alvin Y. So and Yin-Wah Chu, "Interrogating the China Model of Development," in The Essential
Guide to Critical Development Studies, ed. Henry Veltmeyer and Paul Bowles (Abingdon:
Routledge, 2018), 411-412.

361 Global Labor Strategies, “Why China Matters: Labor Rights in the Era of Globalization,” April
2008, accessed July 04, 2018, https://spotidoc.com/doc/245324/why-china-matters--labor-rights-in-

the-era-of-globalization.

562 David Harvey, A Brief History of Neoliberalism (Oxford: Oxford University Press, 2007), 144.
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has been accompanied by worsening conditions for labor. To keep labor costs
competitive and encourage transnational corporations to relocate their labor-
intensive production facilities, the Chinese leadership has adopted various laws and
policies designed to keep labor costs down, suppress labor’s bargaining power and
pacify labor unrest.>®

As Harvey notes, “in so far as neoliberalism requires a large, easily exploited,
and relatively powerless labor force, then China certainly qualifies as a neoliberal
economy.”** The integration of China —together with the former Soviet Union - in
to the global capitalist economy in the post-Cold war years vastly increased the
global workforce.’®> Tens of millions of Chinese workers were thrown out of the
state factories into the hands of exploitative multinational corporations. Exploitation
of Chinese labor at home has also been accompanied by the Chinese leadership’s
efforts to support the wider project of the proletarianization of the remnants of labor
in the other developing countries. China’s growing aid program has been significant
part of this effort in the post-Cold War years. As already noted, China officially
declared that “human resource development” was a fundamental part of its aid
program in recent years. China’s aid projects on human resources development in
aid-recipient countries significantly contributes to the World Bank’s strategy to
provide capital with access to healthy and qualified labor available at the lowest
possible wage all around the world. In this sense, although both China and the

Western donors depict each other as opposites, there are significant

363 The 1992 Trade Union Law, the 1994 Labor Law, and the 1995 Arbitration Law were enacted to
regulate the emerging capitalist labor relations in China. During the 2000s, due to the intensification
of labor—capital conflicts and the proliferation of strikes, the Chinese government passed three new
laws on labor relations in 2007: the Labour Contract Law, the Employment Promotion Law, and the
Labour Dispute Mediation and Arbitration Law. For details, see, Elaine Sio-ieng Hui, Hegemonic
Transformation: The State, Laws, and Labour Relations in Post-Socialist China (New York: Palgrave
Macmillan US, 2018).

364 David Harvey, A Brief History of Neoliberalism, 144.

365 Andreas Bieler and Chun-Yi Lee, "Chinese Labour in the Global Economy: An Introduction,"
Globalizations 14/2 (2016): 181.
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complementarities between China and the Western donors. While China benefits
from the neoliberal world order, Western companies also benefit from the China’s
aid projects on human resource development and physical infrastructure, especially
in regions with insufficient infrastructure such as Africa. This fact is well reflected

in the comments of a representative of a US-based Chamber of Commerce:

I basically don’t see the Chinese presence in Angola as being...any

more competitive...than a South African firm or an Indian firm or a

Portuguese or whatever. The fact is...that a lot of the stuff that they are

involved in, particularly the infrastructure projects, it is going to be of

benefit to all of us, so you have to look at the larger picture that way.>

Although China’s aid activities are promoted as setting a model for South-
South cooperation and strengthening solidarity among developing countries,
evidence show that much of China’s foreign aid activity, especially infrastructure
aid, also serve the goals established and pursued by Western donor countries. For
instance, China has constructed special economic zones to attract foreign
investments in several African countries, such as Kenya, Mauritius, Zambia, Nigeria
and, Ethiopia.’®’ By providing the necessary infrastructure through aid projects -
such as providing electricity, building roads and ports - China provides the
convenient environment for foreign investment and links these special economic
zones to regional markets. In other words, aid projects that China implements also
benefit Western multinational companies by providing the necessary infrastructure
and convenient environment for investment in aid-recipient countries in Africa, Asia
and Latin America. In this sense, China’s emphasis on physical infrastructure,
especially in African countries with poor infrastructure, fills a crucial gap left by the

Western donors. Rather than promoting cooperation, solidarity and self-sufficiency

%6 An anonymous interviewee quoted in Power, Mohan, and Tan-Mullins, Chinas Resource
Diplomacy in Africa, 141.

5%"Deborah Brautigam, Thomas Farole, and Tang Xiaoyang, "China's Investment in African Special
Economic Zones: Prospects, Challenges, and Opportunities," World Bank Open Knowledge
Repository, March 2010, accessed June 10, 2018,
https://openknowledge.worldbank.org/handle/10986/10202.
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among Southern countries, China helps countries of the South to fully integrate into
global capitalist economy through its huge aid projects on infrastructure. Moreover,
as already noted, China’s aid practices in the context of South-South cooperation
often involve resources-for-infrastructure deals whereby Chinese companies get
access to natural resources in return for infrastructure aid. This aid modality enables
China to get access to raw materials with low value added in aid-recipient countries,
which it can process at home and export as manufactured goods with higher value
added. In this regard, China’s approach to South-South cooperation tends to
reproduce the traditional unequal North-South relations by prioritizing commercial
and trade objectives at the expense of self-reliant development and solidarity
objectives.

China’s aid practices, especially in the form of huge infrastructure projects,
serve the objectives and interests of the neoliberal historical bloc by incorporating
different regions of the world into global capitalist system. The fact that Chinese and
Western foreign aid practices complement each other in the joint exploitation of the
underdeveloped world, however, does not imply that aid has no role in the conflicts
and rivalries within the neoliberal historical bloc. Integral to neoliberalism as a
global restructuring process has been significant changes in the spatial
reorganization of global capitalism. Shift of manufacturing to East Asia through the
process has established China as a new center of capitalist accumulation. Rapid
industrialization and economic growth in China, have led to increased demand for
energy resources and markets. Consequently, China has come into competition with
Western states and corporations in “their traditional hunting grounds™ in Africa and
Latin American countries.>*® Foreign aid has played an important role in this
competition for securing export markets and raw material supplies, which takes
place not only between core capitalist countries but also between them and the so-
called emerging powers. In this context, China’s infrastructure aid projects abroad

serve the purpose of competing the US through enlarging its trade networks and

S8Christophe Jaffrelot, “Introduction,” in Emerging States: The Wellspring of a New World Order,
ed. Christophe Jaffrelot, trans. Cynthia Schoch (London: Hurst and Co, 2008), 6.
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investment relationships to secure its commodity export and energy import. One
recent example of this is China’s Belt and Road Initiative, which involves billions
of Chinese-led infrastructure aid programs and investments abroad to construct a
China-centered trade network. While clearly intended to absorb the overcapacity and
overproduction of Chinese economy, this initiative is also intended to compete with
the US regional and global economic and security alliances in the Eurasian and Asia-
Pacific regions, such as the US-initiated Trans-Pacific Partnership.’® In this respect,
the Belt And Road Initiative is a manifestation of how China’s foreign aid plays a
role in its frictions within the neoliberal historical bloc, while at the same time
serving its objectives by speeding the integration of the underdeveloped regions into

the capitalist system through infrastructure projects.

5.4. Conclusion

China’s initial aid efforts were part of an attempt to challenge the legitimacy
of the international order by assisting the revolutionary and communist movements.
Development cooperation mechanisms and modalities of China as a donor,
especially in the 1950s and the early 1960s, were based on the Soviet development
cooperation model. As the Sino-Soviet split deepened in the following years, its
foreign aid increasingly became a mechanism for competing with the Soviet Union
for influence in the Third World. However, China continued to use Soviet
development cooperation practices and discourse, even during its engagement in
“aid battles” with the Soviet Union in the Third World. After the policies of “reform
and opening up” in the late 1970s, China gradually integrated into the international
capitalist system. Consequently, China’s foreign aid relations were restructured
from support for revolutionary movements to a more pragmatic, market-oriented
relations based on commercial benefits. During this period, China adopted the aid

practices of the Western donors and Japan.

369 Andreas Bieler and Adam David Morton, Global Capitalism, Global War, Global Crisis
(Cambridge: Cambridge University Press, 2018), 186.
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Our analysis of the evolution of China as a donor, since the early postwar
period, has demonstrated that the Chinese foreign aid has not necessarily been
unique. Our comparison in this chapter has demonstrated that complementarities and
similarities between the Chinese and Western donors are stronger than differences.
There is complementarity between Chinese and Western aid in the sense that
Chinese capital benefits from neoliberal reforms imposed by the Western aid
agencies on the aid-recipient poor countries, while Western capital benefits from
China’s infrastructure aid in the underdeveloped world, which contributes to the
incorporation of these regions into global capitalist system. On the one hand, China’s
foreign aid complements Western aid in the exploitation and proletarianization of
the world’s poor at the global level. On the other hand, Chinese aid also plays a role
in China’s rivalry with the Western countries in the context of the global financial
crisis. However, “aid with Chinese characteristics” is not part of a counter-
hegemonic project. While serving the interests of neoliberal historical bloc, China’s
aid also plays a role in the tensions and competitions between China and the Western
countries within the neoliberal historical bloc. All of these take place as part of an
intra-systemic rivalry, not as part of the emergence of an alternative hegemonic

project.
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CHAPTER 6

THE VOLUME AND DISTRIBUTION OF OFFICIAL DEVELOPMENT
ASSISTANCE

6.1. Introduction

It has already been shown in the second chapter of this study that aid figures
have been inflated and misreported by donors countries in various ways. Moreover,
it was noted that even if we assumed that all aid data were correctly calculated, they
still would not provide us with a correct picture of the impact of aid flows; since aid
volumes are measured by the quantity of aid flows as reported by the donors, not by
their developmental impact or quality. The aim here is not to repeat these criticisms
but rather to complement our qualitative analysis with quantitative data on official
aid flows provided by the OECD-DAC donors and China. As has been emphasized
throughout the study, all these aid figures, whether published by the Chinese
administration or the OECD-DAC members, have deficiencies and limitations. Yet,
a quantitative analysis is still useful to grasp the volume of aid flows in the world,
and to reconsider some of our qualitative assumptions on aid.

The OECD-DAC annually provides the most detailed and comprehensive
information on international aid flows. Therefore, keeping in mind the shortcomings
and limitations of its aid measurement methods, this chapter mainly focuses on the
official development assistance (ODA) figures provided by the OECD-DAC. China,
on the other hand, is not a member of the OECD Development Assistance
Committee (DAC) and does not measure its foreign aid according to the
internationally recognized aid reporting system of the OECD-DAC. Although there
have been some attempts to estimate China’s foreign aid by using the OECD-DAC

definitions and aid measurement guidelines, they are confronted by two
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challenges.>”® First of all, most of China’s aid instruments lack OECD-DAC
counterparts. For example, unlike the OECD-DAC donors, China’s aid includes
military aid and loans for joint ventures.’’! Thus, it is difficult to make an exact
comparison between China and the OECD-DAC members in terms of aid flows.
Second, these attempts to estimate China’s total foreign aid are based on incomplete
data sources, individual case studies and media reports. Because of these limitations,
this study does not pay particular attention to these attempts. The best that can be
done under these circumstances is to focus on what China officially counts and

reports as aid.

6.2. A General Overview of the OECD DAC’s Aid Figures

The amount of official development assistance provided by the OECD-DAC
members have generally followed an upward trend since 1960s. As Table 1
demonstrates, net total development assistance provided by the OECD-DAC donors
in 2017 was nearly four times more than total net amount that had been provided in
1960. As can be seen in Figure 2, however, while the official development assistance
has been increasing in real terms, the percentage of gross national income that the
OECD-DAC members allocate to aid has not increased as quickly. That is to say
that economic growth in donor countries has not translated into increase in the share

of donors’ national income that is spent on aid.

S0For an attempt to estimate China’s official development assistance as defined by the OECD DAC,
see Naohiro Kitano and Yukinori Harada, “Estimating China's Foreign Aid 2001-2013,” JICA
Working Paper, June 2014, accessed May 15, 2018, https://www jica.go.jp/jica-
ri/publication/workingpaper/jrft3q00000025no0-att/JICA-RI_ WP _No.78 2014.pdf. For an attempt to
estimate China’s foreign aid through collecting project-level information from the media, scholarly
research and government reports, see Austin Strange et al. “China's Development Finance to Africa:
A Media-Based Approach to Data Collection,” Center For Global Development Working Paper No:
323, April 29, 2013, accessed January 15, 2019, https://www.cgdev.org/publication/chinas-
development-finance-africa-media-based-approach-data-collection.

57 Sven Grimm et al., “Transparency of Chinese Aid: An Analysis of the Published Information on
Chinese External Financial Flows,” International Aid Transparency Initiative, August 2011,
accessed January 14, 2018,
https://iatistandard.org/media/documents/archive/2011/08/Transparency-of-Chinese-Aid_final.pdf.
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Table 1. Total ODA by the OECD-DAC members

Aid type | ODA: Total Net
Recipient All Recipients, Total
Donor DAC Countries, Total
Amount type Current Prices Constant Prices Percentage
Unit US Dollar, Millions US Dollar, Millions, ODA % GNI
2016

Year

1963 5581,18 38949,01 0,51
1964 5331,33 36593,45 0,48
1965 5687,14 38530,27 0,48
1966 5524,48 36135,39 0,44
1967 5841,65 38148,57 0,41
1968 6062,89 38908,37 0,41
1969 6628,16 40807,42 0,37
1970 6708,45 39222,87 0,33
1971 7272,77 39923,41 0,32
1972 8836,9 43741,42 0,34
1973 8697,47 37872,06 0,27
1974 11170,07 43907,62 0,32
1975 13300,23 46217,17 0,34
1976 13291,8 44652,34 0,31
1977 14969,33 46291,37 0,31
1978 19163,42 51724,19 0,33
1979 21842,69 52067,83 0,33
1980 26239,04 57841,36 0,35
1981 24596,84 55553,64 0,32
1982 27012,21 62363,58 0,36
1983 26801,64 61998,9 0,34
1984 28170,13 66573,08 0,34
1985 28839,94 67701,77 0,33
1986 35907,74 69258,6 0,34
1987 40676,06 68002,67 0,33
1988 47077,72 73327,85 0,34
1989 45753,76 71165,95 0,31
1990 54364,35 76665,23 0,32
1991 58481,87 79464,21 0,32
1992 62428,51 80463,52 0,32

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and regions”
[DAC2a] database, https://stats.oecd.org
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Table 1. Total ODA by the OECD-DAC members (continued)

1993 56284,65 74185,35 0,29
1994 58974,58 74300,26 0,29
1995 58896,96 66602,14 0,26
1996 55750,39 66464,57 0,24
1997 48655,64 62061,93 0,22
1998 52311,82 68175,45 0,23
1999 53586,2 68795,13 0,22
2000 54021,12 71907,38 0,22
2001 52766,5 73810,05 0,21
2002 58654,23 79165,61 0,23
2003 69603,45 82974,02 0,24
2004 80200,03 88038,95 0,25
2005 108396,7 116127,73 0,32
2006 105565,26 109556,92 0,30
2007 105020,86 100674,57 0,27
2008 122891,26 112516,03 0,30
2009 120675,5 114318,82 0,31
2010 128484,38 120598,39 0,31
2011 135110,61 119594,75 0,31
2012 127029,14 115138,19 0,28
2013 134819,33 121504,44 0,30
2014 137538,87 123457,73 0,30
2015 131482,8 130909,29 0,30
2016 144919,63 144919,63 0,32
2017 147160,2 144707,19 0,31

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and regions”
[DAC2a] database, https:/stats.oecd.org

Table 2. ODA by largest multilateral donors since 1960

Aid type ODA: Total Net
Recipient | All Recipients, Total
Donor EU African Asian United World Bank
Institutions Development Development Nations, Total Group, Total
Bank, Total Bank, Total
Unit US Dollar, Millions, 2016
Year
1960 34,86 830,87 -208,29
1961 164,56 1129,02 -305,89
1962 503,48 1173,72 -232,71
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Table 2. ODA by largest multilateral donors since 1960 (continued)

1969 906,41 .- 0,43 2254,51 1539,74
1970 1167,63 . 8,6 2729,83 951,83
1971 1376,21 . 28,77 2852,73 1579,03
1972 1305,58 . 53,21 2788,32 1468,33
1973 1736,06 . 113,99 2734,69 2697,64
1974 2509,72 . 107,04 3063,82 3542,19
1975 2575,5 13,38 262,71 4062,87 3755,92
1976 1980,91 35,53 223,65 3389,79 4425,38
1977 2012,21 80,88 272,73 3702,28 3601,06
1978 2413,57 105,67 432,7 3616,61 2911,9
1979 3021,3 130,79 276,1 4542,12 3291,22
1980 2427,89 210,37 327,24 5062,18 3621,96
1981 3749,85 204,04 328,19 5784,87 4521,55
1982 3038,39 281,69 407,67 5821,06 5577,73
1983 3141,45 364,34 514,07 5954,15 5502,2
1984 3673,18 262,45 716,29 6164,64 5972,24
1985 3854,14 491,58 919,39 6998,88 6160,64
1986 3172,41 522,75 801,13 5691,85 6408,16
1987 3019,32 623,59 900,68 5446,72 5894,42
1988 4212,96 545,35 1098,49 5283,8 5545,4
1989 4518,76 765,65 1428,3 5458,17 5077,08
1990 4029,32 850,14 1552,55 5414,89 5515,23
1991 5237,48 852,29 1438,12 6145,79 5874,19
1992 5833,47 873,97 1187,78 6305,83 6214,08
1993 5797,18 899,99 1256,97 6702,1 5891,28
1994 6693,13 742,65 1497,46 5881,85 7067,17
1995 6313,99 644,13 1309,87 5131,71 5572,28
1996 6446,76 705,02 1313,32 3276,57 6822,73
1997 6865,75 751,76 1287,91 3502,99 6700,37
1998 6697,42 750,23 1305,15 3286,82 6283,95
1999 6679,57 588,91 1202,44 3479,65 5789,16
2000 7580,52 399,8 1233,41 3790,38 5210,82
2001 9240,76 683,77 1135,29 4271,26 6911,16
2002 7832,87 964,44 1222,84 4241,64 8318,77
2003 8415,87 676,85 984,47 3741,28 6565,7

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and regions”
[DAC2a] database, https://stats.oecd.org/
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Table 2. ODA by largest multilateral donors since 1960 (continued)

2005 9644,81 1090,87 920,14 3579,98 7292,31
2006 10223,49 2262,43 1058,45 3389,21 6529,86
2007 10397,11 1365,41 1133,11 3426,29 8018,05
2008 10978,18 1650,03 1513,96 3791,84 5774,25
2009 11588,62 2604,7 1840,7 3938,13 8758,99
2010 11361,35 1717,46 960,34 3931,97 7338,79
2011 14619,13 2011,03 763,73 4003,89 6240,18
2012 15696,58 2223,96 649,16 4412,66 6273,17
2013 13640,61 2094,04 905,25 4874,03 7365,07
2014 14012,38 1832,76 1326,09 4459,06 9211,47
2015 13734,16 2172,85 1439,64 5401,36 10011,21
2016 17106,36 2189,65 1374,19 5211,43 8105,22
2017 15924,98 2504,79 1088,09 5272,72 9354,86

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and regions” [DAC2a]
database, https://stats.oecd.org/
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Figure 1. Total net ODA has grown in real terms since 1960s

Source: Adapted from the OECD-DAC’s “aid disbursements to countries and regions” [DAC2a],
https://stats.oecd.org/
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Figure 2. The share of total ODA as a percentage of OECD-DAC donors’
GNI has decreased

Source: Adapted from the OECD-DAC’s “aid disbursements to countries and regions” [DAC2a],
https://stats.oecd.org

Table 3. ODA by largest bilateral donors since 1960

Aid type | ODA: Total Net
Recipient | All Recipients, Total
Donor France Germany Japan United United States
Kingdom
Amount Constant Prices
type
Unit US Dollar, Millions, 2016

Year

1964 5688,43 3693,23 1105,98 3816,73 19619,11
1965 4522,31 3741,14 2231,63 3439,1 20625,34
1966 3343,52 3130,42 2204,76 3593,47 19996
1967 4856,5 3588 3078,49 3336,24 17823,65
1968 3969,24 4483,2 2954,95 3454,56 17500,75
1969 4389,9 4401,98 3454,93 3738,9 17379,96
1970 4476,71 3924,88 3396,36 3436,6 15418,09
1971 4627,21 4283,41 3499,67 4017,48 14481,9
1972 4729,5 4103,11 3500,7 3948,56 17656,83
1973 4285,09 4394,77 4529,69 3566,74 11241,87
1974 4560,85 5159,96 4489,09 3902,79 14259,41
1975 4524,51 5483,24 4341,64 3759,85 14782,26
1976 4359,58 5102,1 3856,73 3912,51 14684,23

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and regions”
[DAC2a] database, https://stats.oecd.org/
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Table 3. ODA by largest bilateral donors since 1960 (continued)

1977 4215,3 4891,14 4219,31 4460,41 14847,71
1978 4405,31 5552,66 4920,18 4783,23 16781,25
1979 5038,63 7066,45 6053,22 5561,26 12820,5
1980 5368,29 7029,28 7409,91 3626,68 17921,05
1981 6348 7476,2 6606,12 4415,62 13277,07
1982 7042,23 7592,84 6969,94 3867,43 17733,84
1983 7095,63 7798,48 8238,22 3777,5 16808,57
1984 7920,26 7462,92 9301,82 3633,51 17498,12
1985 7994,06 7989,28 8130,29 3817,91 18302,5
1986 7565,77 7434,82 8371,92 3632,8 18249,66
1987 8317,18 6927,13 9371,14 3328,71 16958,41
1988 8260,47 7184,88 10272,16 4084,65 18229,09
1989 9154,8 7860,56 10647,72 4034,01 13283,43
1990 9397,61 8359,96 11051,58 3507,63 19011,67
1991 9783,54 9356,67 12082,61 4020,98 18186,06
1992 10077,55 9043,85 11411,26 3941,35 18511,75
1993 10150,68 8423,77 10064,68 4075,45 15611,06
1994 10549,28 7935,48 10863,94 4324,57 14989,78
1995 9350,49 7581,84 11006,64 4101,38 10895,42
1996 8344,91 7994,15 8331,96 3980,59 13621,33
1997 7987,15 7079,68 9140,49 4033,01 9824,51
1998 7279 6803,76 11248,11 4435,99 12413,33
1999 7444,86 6993,06 11336,26 3995,79 12726,18
2000 6170,34 7406,57 12083,09 5497,66 13544,62
2001 6367,16 7465,28 10038,38 5811,37 15204,27
2002 7746,28 7469,31 9896,09 5890,79 17412,25
2003 8385,04 7843,63 8907,03 6714,05 20963,36
2004 8764,36 7836,01 8440,54 7367,78 24634,68
2005 10169,98 10417,24 12778,82 9860,06 33834,78
2006 10420,77 10642,76 11564,2 10934,7 27652,73
2007 8686,37 11302,46 8148,92 7748,56 24938,26
2008 8886,69 12101,21 9018,82 9732,79 29678,66
2009 10623,7 10642,21 8074,27 10894,95 32122,72
2010 11325,31 11938,36 9033,23 12551,11 32643,29
2011 10755,29 12210,27 8365,4 12561,02 33395,64
2012 10643,53 11944,21 8074,13 12565,89 32459,2
2013 9639,34 12469,49 10713,21 16053 32583,43

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and regions” [DAC2a]
database, https://stats.oecd.org/
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The-OECD-DAC donors have been constantly bragging about the significant
rise in the volume of official development assistance in recent years, despite the
increasing impact of global financial and economic crisis since 2008. At first glance,
though, aid figures really look impressive. Total foreign aid spending increased by
20% in real terms from 2010 to 2017.%7> The OECD-DAC’s total development
assistance reached 134.8 billion USD in 2013 to hit the highest aid level that had
been ever recorded.>”® Although these huge increases in the aid volumes in recent
years seem impressive, even the most ardent proponents of aid should be cautious
about celebrating the current foreign aid frenzy. Because, when these record-high
aggregate aid figures are examined in more detail, the picture changes quite a lot.

The OECD-DAC data on foreign aid ironically shows the poorest countries
receive smaller amount of foreign aid as the overall aid that is reported by the
OECD-DAC donor countries has been increasing substantially. While foreign aid
reached record high in 2013, bilateral aid to sub-Saharan Africa decreased 4% in
real terms compared to 2012.°7* Moreover, between 2011 and 2016, official
development assistance from DAC countries to the LDCs fell by 17% in real
terms.’”> During the same period, bilateral ODA to Sub-Saharan Africa fell by 13%,
bilateral ODA to small island developing states has dropped almost 30%, and
bilateral ODA to fragile and conflict-affected countries fell by 13% in real terms.>”

In 2016, official development assistance flows from the DAC members reached a

572 OECD, Development Co-operation Report 2018: Joining Forces to Leave No One Behind
(Paris: OECD Publishing, 2018), 269.

373 OECD, Development Co-operation Report 2014 : Mobilising Resources for Sustainable
Development (Paris: OECD Publishing, 2014), 20.

SAOECD, “Aid to Developing Countries Rebounds in 2013 to Reach an All-time High,” OECD
Newsroom, April 8, 2014, accessed December 25, 2016, http://www.oecd.org/newsroom/aid-to-
developing-countries-rebounds-in-2013-to-reach-an-all-time-high.htm.

575 OECD, Development Co-operation Report 2018, 276.

S1bid., 277-78.
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new peak at USD 142.6 billion. When adjusting for inflation and exchange rates,
however, aid to the LDCs fell again by 3.9% in real terms in 2016.%”

While celebrating the “record-high” aid figures with much fanfare, the OECD-
DAC donors were less vocal about the decline of the aid resources flowing to the
poorest countries in the world. At the OECD-DAC’s High Level Meeting in 2014,
the OECD-DAC member countries agreed to reverse the declining trend of aid to
the Least Developed Countries without questioning why the countries most in need
received a smaller share of these record-high aid figures.>’® In 2015, the OECD
Secretary-General Angel Gurria noted that aid figures had reached a historic high
“at a time when donor countries were still emerging from the toughest economic
crisis of our lifetime.””” However, he failed to provide a satisfactory explanation
for the falling share of aid given to the poorest and neediest countries at a time, when
the impact of the financial crisis of 2008 felt most severely by these countries.

While the least developed countries’ share of total aid has decreased,
distribution of aid among the least developed countries has also been
disproportionate. The OECD figures show that aid flows to recipient countries with
similar characteristics are unequally distributed. For example, Mozambique received
nearly four times more aid than Madagascar in 2010, despite the fact that both
countries are very similar in terms of the size of their population, GDP per capita
and poverty levels.>®® In fact, while the OECD aid figures clearly demonstrate that

donors do not target the poorest countries, recent research has also shown that aid

577 OECD, Development Co-operation Report 2017: Data for Development (Paris: OECD
Publishing, 2017), 137.

578 OECD, “OECD DAC High Level Meeting Final Communique 2014,” accessed April 14, 2018,
https://www.oecd.org/dac/OECD%20DAC%20HLM%20Communique.pdf.

37 Angel Gurria quoted in OECD, “Development Aid Stable in 2014 but Flows to Poorest Countries
Still Falling” OECD, April 8, 2015, accessed January 15, 2018,
http://www.oecd.org/dac/stats/development-aid-stable-in-2014-but-flows-to-poorest-countries-still-
falling.htm.

380 OECD, “Identification and Monitoring of Potentially Under-aided Countries,” October 10, 2013,

accessed August 15, 2018, http://www.oecd.org/dac/aid-architecture/Identification and Monitoring
of Potentially Under-Aided Countries.pdf.
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does not necessarily flow to poorer and more needy populations within aid-recipient
countries, either. For instance, on the contrary to the expected, Briggs finds that aid
flows to the richer parts of aid-recipient countries in Africa, where aid projects are
more easily implemented and more visible.’8! Similarly, in a quantitative analysis of
factors determining the regional allocation of aid projects financed by the World
Bank and the African Development Bank in 27 aid-recipient countries, Ohler and
Nunnenkamp has found that aid does not necessarily target relatively poorer and

needier regions within these recipient countries.>®?

Table 4. OECD-DAC members’ total ODA to the Least Developed Countries
(LDCs)

Aid type | ODA: Total Net
Donor | DAC Countries, Total
Recipient LDCs, Total
Amount type Current Prices Constant Prices
Unit US Dollar, Millions US Dollar, Millions, 2016

Year

1972 1055,32 5295,99
1973 1454,62 6236,55
1974 1934,22 7521,04
1975 2290,32 7782,42
1976 1850,08 6055,43
1977 2157,4 6497,53
1978 3123,87 8122,75
1979 4020,54 9290,33
1980 4716,23 9971,99
1981 4466,07 10030,65

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and regions”
[DAC2a] database, https://stats.oecd.org/

381 Ryan C. Briggs, "Poor Targeting: A Gridded Spatial Analysis of the Degree to Which Aid
Reaches the Poor in Africa," World Development 103 (2018), 133-148.

82Hannes Ohler and Peter Nunnenkamp, "Needs-Based Targeting or Favoritism? The Regional
Allocation of Multilateral Aid within Recipient Countries," Kyklos 67, no. 3 (2014): 420-446.

230



Table 4. OECD-DAC members’ total ODA to the Least Developed
Countries (LDCs) (continued)

1982 4743,87 11095,41
1983 4391,63 10451,18
1984 4627,39 11432,63
1985 5442,43 13168,51
1986 6739,36 13167,4
1987 7704,64 12890,7
1988 8857,91 13741,34
1989 8390,64 13219,64
1990 9774,14 13590,92
1991 9131,65 12399,65
1992 9486,92 12270,57
1993 8881,9 12000,38
1994 9693,56 12648,84
1995 9219,67 10777,64
1996 8030,83 9492,39
1997 7553,09 9821,31
1998 7537,28 9921,37
1999 7285,55 9620,35
2000 7870,62 10928,1
2001 7703,99 10998,71
2002 10335,43 14220,74
2003 16472,83 19812,64
2004 15959,75 17447,4
2005 15940,26 17216,37
2006 17364,51 18218,55
2007 19718,65 190771
2008 23472,3 22008,56
2009 24345,49 23726,66
2010 28247,31 26974,25
2011 30717,39 27932,77
2012 27372,7 25162,6
2013 29953,17 27604,73
2014 26411,95 24192,71
2015 25037,05 25000,43
2016 24583,12 24583,12
2017 27439,36 27092,85

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and

regions” [DAC2a] database, https://stats.oecd.org/
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Figure 3. Growth in ODA to LDCs has lagged behind overall ODA growth

Source: Adapted from the OECD-DAC’s “aid disbursements to countries and regions” [DAC2a],
https://stats.oecd.org/

28000

27000 \

26000 \

25000 V\ es=w],D(s, Total

24000

23000

22000 . . . .
2013 2014 2015 2016

Figure 4. ODA flows to the LDCs has declined in recent years

Source: Adapted from the OECD-DAC’s “aid disbursements to countries and regions” [DAC2a],
https://stats.oecd.org/
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If foreign aid does not go to the poorest countries or the neediest regions in aid
recipient countries, where does it go? A closer examination reveals that this record-
high aid spending, which has been going on for several years, can be attributed to
increase in spending in the donor countries themselves, rather than the increase in

aid flows going to the recipient countries.

% of gross bilateral aid

Proportion of ODA allocated to specific
countries has fallen in recent years

70%

60% 53%  54% 53% 55%  54%  53% -

s00,  48% 9% 479%
40%
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e The Share of ODA transferred to Recipient Countires

Figure. 5 Proportion of ODA transferred to recipient countries
Source: OECD Development Cooperation Report 2018.

Figure 5 shows that significant increases in volume of aid in the last ten years
are related to increase in aid money spent in donor countries themselves rather than
an increase in aid flows to recipient countries. As already noted, the OECD-DAC
aid measurement rules allows to count a range of activities as official development
assistance, even though there is no transfer of aid resources to recipient countries.
The rise in in-donor spending in recent years is primarily related to in-donor refugee
costs. As discussed in detail in the second chapter of this study, in-donor refugee
costs are counted as official development aid although they are spent in donor

countries and never reach aid-recipient countries. As Figure 6 show, aid has been
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artificially inflated as major aid donors have reported more in-donor refugee costs

in recent years.>%?

Table 5. In-donor country refugee costs reported as ODA by the OECD-DAC
countries

Sector | In-donor Refugee Costs
Flow | Official Development Assistance
Channel | All Channels

Aid Type | All Types, Total

Flow type | Gross Disbursements

Recipient | Developing Countries, Total

Donor DAC Countries, Total
Amount type Current Prices Constant Prices
Unit US Dollar, Millions US Dollar, Millions, 2016

Year
2002 449,428 640,320
2003 580,568 694,771
2004 1.822,401 2.072,203
2005 1.817,874 2.028,278
2006 1.623,595 1.749,021
2007 1.721,194 1.704,601
2008 2.507,087 2.329,161
2009 3.146,339 3.024,692
2010 3.551,966 3.355,925
2011 4.543,788 3.958,099
2012 4.475,670 4.050,656
2013 4.895,111 4.281,936
2014 6.661,784 5.849,054
2015 12.285,480 12.268,702
2016 16.154,925 16.154,925
2017 14.106,608 13.722,516

Source: Data extracted from the OECD Creditor Reporting System (CRS) aid activity database,
https://stats.oecd.org/Index.aspx?DataSetCode = CRS1

383 These inflated aid figures also include the expenditures for equipping security forces in transit
countries to keep the refugees away from its borders, and building migrant detention centers, where
the migrants are held under inhumane conditions. For details, see the second chapter of this study.

234


http://localhost/OECDStat_Metadata/ShowMetadata.ashx?Dataset=CRS1&Coords=%5BFLOW%5D.%5B100%5D&ShowOnWeb=true&Lang=en
http://localhost/OECDStat_Metadata/ShowMetadata.ashx?Dataset=CRS1&Coords=%5BAIDTYPE%5D.%5B100%5D&ShowOnWeb=true&Lang=en
http://localhost/OECDStat_Metadata/ShowMetadata.ashx?Dataset=CRS1&Coords=%5BFLOWTYPE%5D.%5B112%5D&ShowOnWeb=true&Lang=en

In-Donor Aid Spending For Refugees
18000,0000
16000,0000
14000,0000
12000,0000
10000,0000
8000,0000
6000,0000
4000,0000

2000,0000
-

,0000
200220032004200520062007200820092010201120122013201420152016

Figure 6. In-donor refugee costs that are reported as ODA by the OECD-DAC
members have been increasing in recent years

Source: Adapted from the OECD Creditor Reporting System (CRS) aid activity database,
https://stats.oecd.org/Index.aspx?DataSetCode = CRS1

Secondly, aid figures are inflated by increasing amount of aid money given as
loans that have to be paid back with interest. In the aftermath of the global financial
crisis of 2008, there is a tendency among donors to shift their aid resources from
grants to loans. The OECD figures show that the volume of aid loans increased by
25% in real terms from 2010 to 2017.%* As Figure 7 clearly illustrates, aid loans
have shown a clear upward trend in real terms in the aftermath of the 2008 global
financial crisis

In addition to being one of the explanatory factors in the inflation of aid
volume in recent years, the rise of the aid loans might also explain why aid is moving
away from the least developed countries towards the middle income countries. As
more aid is provided as loans, donors prefer to direct their aid resources to safer

middle-income countries instead of the least developed countries, which are more

84 OECD, Development Co-operation Report 2018: Joining Forces to Leave No One Behind
(Paris: OECD Publishing, 2018), 270, 282.
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likely to default on loan repayments. For example, while the least developed
countries received 24.7% of bilateral official development assistance in 2014, upper
middle-income countries received a higher share (35.6%) for the same year.’®
Furthermore, upper middle-income countries received the highest share of total
official development assistance in 2015 (% 32).5%

In 2015, UN member states adopted the 2030 Agenda for Sustainable
Development and its 17 Sustainable Development Goals, which replaced the
Millennium Development Goals. By adopting the Sustainable Development Goals
(SDGs), the UN member states have committed to “leave no one behind” and “reach
the furthest behind first” in their implementation of the Sustainable Development
Goals.>®” In practice, this meant that the specific developmental needs of countries
and populations most in need would be given priority to help them reach the SDGs.
As for donor community, this meant ensuring that aid goes primarily to
those countries furthest behind, such as the least developed countries, small island
developing states, countries in situations of conflict and post-conflict countries.
However, data on destination of aid flows demonstrates that donors have been acting
contrary to their pledge to “reach the furthest behind first.” The decreasing volume
of aid going to these countries conflicts with donor community’s stated focus on the
poorest countries and “leaving no one behind.” Table 6 and Figure 7, which are
based on OECD database, demonstrate that aid loans provided by the OECD-DAC

donors in the aftermath of global financial crisis benefit upper and lower middle-

income countries over the least developed countries.

85 OECD, Development Co-operation Report 2016: The Sustainable Development Goals as
Business Opportunities, (Paris: OECD Publishing, 2016), 188.

386 Ibid.
387 United Nations, “Transforming Our World: The 2030 Agenda for Sustainable Development,”

United Nations Sustainable Development Knowledge Platform, October 21, 2015, accessed
September 14, 2018, https://sustainabledevelopment.un.org/post2015/transformingourworld.
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Table 6. Distribution of ODA loans among recipient countries according to
income groups

Donor | DAC Countries, Total
Aid type | ODA Loans: Total Net
Recipient LDCs, Total LMICs, Total UMICs, Total
Amount Current Constant Current Constant Current Consta
type Prices Prices Prices Prices Prices nt
Prices
Unit US Dollar, US Dollar, US Dollar, US Dollar, UsS US
Millions Millions, Millions Millions, Dollar, Dollar,
2016 2016 Millions Millio
ns,
2016
Year
2008 -1406,39 -1313,87 -681,96 -677,85 -90,14 -
221,18
2009 -121,48 -86,3 1548,65 1217,71 374,55 | 295,64
2010 66,77 44,85 2041,85 1646,65 -380,94 -
286,85
2011 -1832,53 -1552,79 1384,49 1031,32 1002,66 | 863,68
2012 729,68 618,72 10499 791,58 90,32 | 220,59
2013 -781,93 -745,37 927,24 770,58 -170 -
237,95
2014 469,92 474,58 2172,74 1927,98 1187,28 | 913,48
2015 1224,97 1310,61 2402,73 2510,94 1009,13 | 916,57
2016 1204,47 1204,47 2363,53 2363,53 974,3 974,3
2017 2215,44 2258,75 2600,13 2594,14 321,21 | 235,54

Source: Date extracted from the OECD-DAC’s “aid disbursements to countries and
regions” [DAC2a] database, https://stats.oecd.org/
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Figure 7. Aid loans provided by the OECD-DAC donors benefit upper and
lower middle-income countries over low-income countries and the least
developed countries.

Source: Adapted from the OECD-DAC’s “aid disbursements to countries and regions” [DAC2a]
database, https://stats.oecd.org/
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6.2.1. Donors Aiding Themselves

While aid figures demonstrate that the OECD-DAC donors are increasingly
generous, a closer examination of these figures reveals that the top beneficiary of
their aid has been domestic companies. The practice of tying foreign aid to purchases
of goods and services from firms based in donor countries has been widespread
among the OECD-DAC donors.**® “Tied aid”, which is also known as “boomerang
aid”, refers to awarding of contracts to private companies in donor countries for aid
projects in aid-recipient countries.’® It means that aid money is reported to flow to
recipient countries only on the books, and in fact never leaves donor countries.

Although making aid conditional on the purchase goods and services from the
donor country has been officially discouraged by the OECD-DAC, tied aid practices
still persist both formally and informally.’*® The OEDC-DAC donors have been
committing to untie their aid starting with a recommendation from the OECD-DAC
in 2001. However, a closer examination of who gets aid project contracts reveals
that a large part of aid contracts are still awarded to companies based in donor
countries, which are the biggest beneficiaries of foreign aid contracts.

As Table 7 indicates, untied aid from the OECD-DAC members reached %
79.8 of total official development assistance in 2016, remaining above 74% since
2011. Although donor countries report high levels of untied aid in principle, the
OECD data distribution of contract awards confirms that donors continue to use tied
aid in practice. For example, as Table 8 reveals, the volume of aid contracts awarded
to companies based in the donor country was %72 in 2015, although %75.5 of the
OECD-DAC donors’ total aid was reported as untied for the same year. In 2016,

388 Maurizio Carbone, “Much Ado about Nothing? The European Union and the Global Politics of
Untying Aid,” Contemporary Politics 20/1 (2014): 105.

389 Claire Provost, “Aid Still Benefits Companies from Donor Countries,” The Guardian, September
07,2011, accessed June 15, 2018, https://www.theguardian.com/global-
development/2011/sep/07/aid-benefits-donor-countries-companies.

390 Bodo Ellmers, “How to Spend It: Smart Procurement for More Effective Aid,” Eurodad,

September 2011, accessed June 10, 2018, https://eurodad.org/files/pdf/4639-how-to-spend-it-smart-
procurement-for-more-effective-aid-.pdf.
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whereas %51 of the value of bilateral aid contracts awarded to companies in donors’
own countries, only %7 was awarded to firms based in Least Developed Countries

(LDCs) or Heavily Indebted Poor Countries (HIPCs).*"!

Table 7. Share of the OECD-DAC members’ total bilateral ODA
reported as untied

QECD-DAC Members’” Total ODA Reported as Untied I

Share untied (%)

2011 2012 2013 2014 2015 2016
Avstraka 100 100 99 a9 100 10
Austria 44 a7 44 48 36 52
Belgium g7 a7 98 a7 g7 96
Canada o1 a7 a3 93 99 96
Czech Republic 0 45 40 2 44 46
Dernmark =T = 96 95 100 99
EL Institutions 65 66 &7 66 62 T2
Finkand 90 95 78 90 93 95
France 96 95 9 92 96 96
Germary 73 79 80 B4 B4 86
Greece 33 6 3 22 15 90
leeknd 0 100 100 100 100 100
Ireland 100 100 100 98 100 100
Ity 66 82 88 E 95 95
Japan 75 71 80 [L:] 75 7
Korea 46 49 55 53 49 56
Luneemboung 29 ks ar a7 99 99
Nesthesr kands 95 S8 a7 98 93 99
Nevw Fesaland B3 B4 B8 82 BE B85
Norwary 100 100 100 100 100 100
Poland i3 Ell 3 34
Portugal 27 25 30 M 49 59
Slovak Repulshe 15 1 4B 64
Shovsnia 0 0 1] 0 12 53
Spain B8 83 85 B4 B1 B2
Sweden 1) 93 94 86 ar 96
Swatrerland a3 93 a5 O 95 0
United Kingdom 100 100 100 100 100 100
United Stales 60 56 65 62 56 65
Tonal 74.2 5.0 8.1 77.6 75.5 79.8

Source: OECD 2018 Report on the DAC Untying Recommendation

1 OECD, “2018 Report on the DAC Untying Recommendation,” June 13, 2018, accessed June 15,
2018,
http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DCD/DAC(2018)12/RE
V2&docLanguage=En.
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Table 8. %Distribution of Aid Contract Awards Across Country Groups

2008 2009 2010 2011 2012 2013 2014 2015 2016 Total 2008-16

In-Donor 62% 51% 63% 50% 58% 39% 45% 72% 51% 55%

DAC member 1% 6% 8% 12% 9% 15% 16% 6% % 10%
non-DAC high income 1% 1% 0% 8% 0% 1% 1% 3% 2% 3%
Other developing 18% 38% 15% 25% 21% 40% 34% 17% 33% 21%
LDCHIPC 8% 4% 14% 4% 5% 5% 4% 2% % 5%

Total  100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Source: OECD 2018 Report on the DAC Untying Recommendation

6.2.2.Aid at the Service of Proletarianization of the Poor: What Do Aid Figures
Say?

The main objective of this study has been to explore whether and and how aid
is related to the process of proletarization of the remnants of labor in the post-Cold
War era. As already noted, a significant function of the aid in the post-Cold War
years has been providing a sufficiently healthy and qualified proletariat to capital by
allocating more resources to the basics needs in underdeveloped regions. In fact, aid
agencies have not only been concerned with increasing the basic needs and
capabilities of the poor, but they have been equally concerned with creating a
predictable and stable environment for capital accumulation in underdeveloped
regions of the world. Therefore, aid flows to institutional capacity building have
been as crucial as strengthening of productive capacities to create an enabling
environment for capital accumulation and exploitation of untapped labor potential
in poor countries. At this point, aid trends in certain sectors (such as basic needs,
health, education, vocational training, employment policy, and institutional
capacity) might provide further insights on aid’s role in the efforts to improve the
productive capacities of the global poor in the post-Cold War years.

The main category of the OECD-DAC’s aid reporting system, which covers

data on donor efforts to improve productive and institutional capacity in recipient
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countries, is “social infrastructure.”? In the OECD’s aid reporting system, the
category of “social infrastructure” includes data on aid provided by the OECD-DAC

members in the following sectors:

Table 9. The content of the category of “social infrastructure and services”
according to the OECD-DAC sector classification

Social Infrastructure and Services
Education Basic life skills for youth and adults; formal and non-formal
education for young people and adults; vocational training
and technical education; on-the job training; apprenticeships;
professional-level vocational training and in-service training.

Health Basic health care; supply of drugs and medicine related to
basic health care; basic nutrition; prevention and control of
infectious diseases; education and training of the population
in recipient countries for improving health knowledge;
training of health staff for reproductive health care services
Basic needs Basic nutrition; drinking water supply and basic sanitation;
education and training in water supply and sanitation;
household food security.

Institutional Institution-building assistance to strengthen core public
Capacity sector management systems and capacities; support for
improving basic social services; assistance for employment
policy and planning; labor law and labor unions; capacity
building and advice on employment; supporting programs
for unemployed; employment creation and income
generation programmes; support for governmental and non-
governmental institutions working for women’s
empowerment.

Source: OECD’s creditor reporting system purpose codes

The OECD-DAC defines the category of social infrastructure and services as

the main category that is related to efforts to develop the human resource potential

32 OECD, “The List of Creditor Reportig System Purpose Codes,” April 2016, accessed January
15, 2018, http://www.oecd.org/dac/stats/documentupload/2015 CRS purpose codes EN_updated
April 2016.pdf.
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of developing countries.” ** Aid flows in the sectors included the OECD’s aid
reporting category of social infrastructure is directly related to the strategy of global
proletarianization. Quantitative data on total aid flows in the category of social
infrastructure, then, might provide us with a clearer and more concrete picture of
aid’s contribution to the strategy of global proletarianization in the post-Cold War

years.

Table 10. Total ODA by the OECD-DAC members in the sector of “social
infrastructure and services”

Donor | DAC Countries, Total
Aid type | Total ODA
Sector L. Social Infrastructure & Services
Amount Current Prices Constant Prices
type
Unit US Dollar, Millions US Dollar, Millions, 2016

Year

1985 6612,76 15876,15
1986 7676,38 14874,36
1987 9166,71 15283,25
1988 1044821 15982.,43
1989 10371,03 16293,53
1990 13051,23 18192,54
1991 11271,18 15444,02
1992 12421,78 15983,52
1993 12652,93 15944,32
1994 13820,07 16858,42
1995 16515,51 18426,2
1996 14820,49 17014,36
1997 12489,48 15478,71
1998 13129,75 17043,25
1999 14081,58 18397
2000 14439.,46 19370,31

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and regions”
[DAC2a] database https://stats.oecd.org/

593 Ibid.
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Table 10. Total ODA by the OECD-DAC members in the sector of “social
infrastructure and services” (continued)

2001 13763,21 19419,75
2002 17163,24 23176,39
2003 21730,48 26135,88
2004 28104,07 31598,66
2005 29913,74 32853,99
2006 33650,24 35544,92
2007 37900,77 37572,23
2008 45059,35 43008,73
2009 45285,03 44065,16
2010 43189,27 41641,4
2011 46169,06 42190,6
2012 44562,21 40906,49
2013 41891,65 38548,04
2014 41128,67 37663,38
2015 40677,8 40907,33
2016 42046,03 42046,03
2017 43218,31 42411,71

Source: Data extracted from the OECD-DAC’s “aid disbursements to countries and regions”
[DAC2a] database https://stats.oecd.org/
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Figure 8. Total ODA by the OECD-DAC members in social
infrastructure and services has grown in the post-Cold War
years.

Source: Adapted from the OECD-DAC’s “aid disbursements to countries and
regions” https://stats.oecd.org/
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Figure 9. Total ODA by the OECD-DAC members in basic health
services has shown an increasing trend in the post-Cold War years

Source: Adapted from the OECD-DAC’s “aid disbursements to countries and regions” [DAC2a]
database, https://stats.oecd.org/
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Figure 10. Total ODA by the OECD-DAC members in vocational
training has risen in the post-Cold War years.

Source: Data extracted from the OECD Creditor Reporting System (CRS) aid activity
database,
https://stats.oecd.org/Index.aspx?DataSetCode = CRS1

Figure 8, Figure 9 and Figure 10 reveal an upward trend in aid spending on
social infrastructure and the related categories in the post-Cold War years. These are
consistent with our argument that aid strategy of the OECD-DAC donors in the post-
Cold War years moved towards satisfying the basic needs of the poor, and improving
their skills to deliver them to the hands of capital as sufficiently healthy and qualified

labor.
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6.3. A General Overview of China’s Official Aid Figures

What China counts as official aid is not in strict accordance with the OECD-
DAC guidelines on official development assistance. Unlike the OECD-DAC
members, China does not regularly publish data on the volume and distribution of
its foreign aid. China has officially disclosed very little information about its foreign
aid and there is still a lack of information about regional, sub-national and sectorial
distribution of its aid. It is only in recent years that Chinese administration has taken
some steps to make its foreign aid activities more transparent. In fact, China has
published official data on its foreign aid only twice since the establishment of its
foreign aid program in the early 1950s. The white papers on foreign aid, which are
issued by the China’s Information Office of the State Council, are the principle
official documents on China’s foreign aid.>** Our analysis of the volume and
distribution of China’s aid is based on these two policy documents, since they are
the only official documents that have ever revealed data on China’s foreign aid.

In 2011, China released its first white paper on foreign aid, which provided an
overview of China’s foreign aid from 1950 to 2009.%%> The white paper provides an
overview of China’s aid between 1950 and 2009. While going as far back as China’s
foreign aid in the 1950, the white paper does not allow us to track changes in aid
amounts over time or across regions, since it only provides the aggregate amount of
China’s foreign aid from 1950 to 2009. It is also not possible to assess how much
aid China provides on an annual basis because the data on China’s foreign aid
corresponds to multiple years. The white paper identifies three different types of

financial resources for China’s foreign aid: grants, interest-free loans and

% Anja Lahtinen, Chinas Diplomacy and Economic Activities in Africa: Relations on the Move

(Cham: Palgrave Macmillan, 2018), 38.
395 The State Council of the PRC, “White Paper: China’s Foreign Aid (2011),” Information Office

of the State Council of the People’s Republic of China, April 2011, accessed July 01, 2018,
http://english.gov.cn/archive/white paper/2014/09/09/content 281474986284620.htm.
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concessional loans. According to the aggregate data on aid volumes and distribution

provided in the white paper, between 1950 and 2009:

- China provided a total amount of 256.29 billion yuan (approximately
$ 37,5 billion using the 2009 December exchange rate of $ 1=
6.8282 yuan) in foreign aid, including 76.54 billion yuan in interest-
free loans, 73.55 billion yuan in concessional loans, and 106.2 billion
yuan in grants.

- China provided debt relief worth 25.58 billion yuan to 50 countries
from Asia, Africa, Latin America, the Caribbean and Oceania.

- China provided foreign aid to 161 countries and more than 30
regional and international organizations. Among these 161 countries
123 of them receive aid from China regularly. Of them, 81 countries
are in Asia and Africa, which receive nearly 80% of China’s total
foreign aid.

- China provided concessional loans to 76 countries. 61% of China’s
concessional loans are provided to construct transportation,
communications and electricity infrastructure.

The 2011 white paper on China’s foreign aid was followed by another one in
2014. While the first white paper was an overview of China’s entire aid program
across its sixty-year history, the second white paper only covered three-year period
from 2010 to 2012. According to the paper, during the three years between 2009 and
2012°%:

- China provided 89.34 billion yuan (approximately $14.4 billion) in
foreign aid through grants, interest-free loans, and concessional
loan.

- China provided 32.32 billion yuan of grants, constituting 36.2% of
the total aid. Its interest-free loans amounted to 7.26 billion yuan,
taking up %8.1 of its foreign aid volume. In the same period, the
concessional loans China provided amounted to 49.76 billion yuan,
or %55.7 percent of its total aid.

- China provided foreign aid to 121 countries, including 51 countries
in Africa, 30 countries in Asia, 9 countries in Oceania, 19 countries
in Latin America and the Caribbean and 12 countries in Europe.

- China implemented 580 projects in 80 countries, with infrastructure,
human resources and agriculture as the main focus.

3% The State Council of the PRC, “White Paper: China’s Foreign Aid (2014),” Information Office
of the State Council of the People’s Republic of China, April 2011, accessed July 12, 2018,
http://english.gov.cn/archive/white paper/2014/08/23/content 281474982986592.htm.
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Table 11. Sectoral distribution of aid projects by China (1950-2009)

Sector Number of Projects
Agriculture 215
Farming, animal husbandary and fisheries 168
‘Water conservancy 47
Public Facilities 670
Conference buildings 85
Sport facilities 85
Civil buildings 143
Municipal facilities 37
Wells and water supply 72
Sicence, education and health care 236
Economic Infrastructure 390
Transport 201
Power supply 97
Broadcasting and telecommunications 92
Radio and electronics 15
Timber processing 10
Theaters&Cinemas 12
Coal industry 7
Industry 635
Light industry 320
Textiles 74
Machinery industry 66
Chemical industry 48
Building materials processing 42
Metallurgical industry 22

Others

115

Source: China’s White Paper on Foreign Aid (2011)
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Source: China’s White Paper on Foreign Aid (2011), China’s White Paper on Foreign Aid (2014)

China’s official publications on foreign aid only provide cumulative aid
figures, without specifying country, sector, or project-level information in detail.
Despite these limitations, they still provide us with some useful data to determine
whether and how China supports and complements the OECD-DAC donors in the
process of proletarianization of the poor in developing countries. As also noted in
the previous chapter, Chinese administration has recently declared “human resource
development” as the fundamental part of its aid program. In cooperation with the
United Nations Development Program, China has been hosting technical and
vocational training programs in different fields for developing countries since
1981.%7 According to the State Council, China offered more than 4,000 training
programs in more than 20 fields — such as agriculture, transportation, textile, and

health care— for more than 120,000 people between 1981 and 2009.°® In addition to

397 The State Council of the PRC, “White Paper (2014).”

38 The State Council of the PRC, “White Paper (2011).”

250



organizing training programs, China has recently built vocational training centers in
various countries in Africa, such as Ethiopia, Uganda and Angola.>*® The white
paper, published in 2011, estimates that roughly 10,000 people from developing
countries receive vocational and technical training in China every year.

The second white paper, which was published in 2014, also reveal that aid
flow to human resource development and technical cooperation saw remarkable
increases in recent years. From 2010 to 2012, China provided vocational training for
a total of 49.148 people from developing countries, holding 1.951 vocational
training sessions and on-the-job training for technical personnel.®® During the same
period, China also implemented 170 technical cooperation projects in 61 countries

and regions, mainly focusing on industrial production and management.®"!

6.4. Conclusion

Despite significant increases in official development assistance, the share of
development aid going directly to the recipient countries have been declining in
recent years. The rise in total aid is mostly related to the increase in the proportion
and volume of aid that is not transferred to recipient countries. The figures reveal
that a significant amount of aid money is spent in donor countries, benefitting
companies based in donor countries. The OECD-DAC figures also reveal that there
is a significant rise in the aid loans (rather than grants), which have to be paid pack
with interest, especially in the aftermath of the recent global financial crisis. These
aid loans are mostly directed to middle-income countries rather than the poorer and
needier regions, which are more likely to fail to repay these aid loans. Furthermore,

remarkable increases in the OECD-DAC donors’ aid allocations for social

3Deborah Brautigam, Dragon's Gift: The Real Story of China in Africa (Oxford: Oxford University
Press, 2009), 158.

600 The State Council of the PRC, “White Paper (2014).”

601 Ibid.
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infrastructure in the post-Cold War years are supportive of our argument that aid
plays a role in the proletarianization of the poor through provision of sufficiently
healthy and qualified labor to capital.

China’s official aid figures do not provide details on how China’s aid activities
are distributed among sectors and regions. However aggregate data reveal that
economic infrastructure, technical cooperation and human resources development
have been the prominent components of China’s foreign aid since 1980s. These
figures seem consistent with our argument that China’s aid practices are designed to
contribute to the incorporation of these countries into the capitalist system through
building infrastructure. Moreover, China’s increasing emphasis on technical
cooperation and human resource development reinforces our argument that China’s
aid practices also contribute to the submission of the poor in aid-recipient countries

to capital as cheap and flexible labor.
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CHAPTER 7

CONCLUSION

The mainstream literature reduces development to economic growth and the
lack of economic growth is attributed to the local conditions and individual traits of
the recipient countries, which can only be fixed with aid from outside. This “blaming
the victim” approach neglects the global context and the relations, which lead to the
emergence of the negative conditions (such as poverty and lack of economic growth)
in the recipient countries. In their analyses of why aid fails or does not provide the
expected outcomes in poverty reduction, the mainstream development economists
take into consideration various factors such as foreign trade, economic policy,
institutions, geographic locations, local culture and even climate-related
circumstances. But they are always silent on the exploitative global capitalist system
that creates and perpetuates the environment, where aid from outside becomes a
necessity. In this regard, these quantitative studies have been reductionist and
unfruitful, if not actually harmful in terms of distracting us from a richer systemic
analysis of the role of development aid in the emergence and maintenance of a global
capitalist order. Indeed, criticism of methodologically and ontologically reductionist
and parsimonious framework of this mainstream aid research is the starting point of
this study.

Since the early postwar period, foreign aid agencies’ adaptability to the
changing development paradigms has been surprisingly high. When Keynesian-
Fordist mode of capital accumulation was on the ascendant, both bilateral and
multilateral aid agencies highlighted their own role in the international redistribution
of wealth, while they denounced redistribution programs as an impediment to
development when structural adjustment policies were on the rise. Development aid,

characterized by contradictions and swift transitions, has been offered based on these
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various assumptions at one time or another since 1945. In the early postwar years, it
was assumed that development aid must be given to promote economic growth, the
benefits of which would trickle down automatically; and aid had to support rapid
and high-tech industrialization in the poor countries. In the late 1960s and 1970s,
rural development was given priority and the focus of development moved towards
agriculture from industrialization, based on the assumption that wealth would never
trickle down to the poor and hence development must have been bottom-up. The
World Bank and the bilateral aid donors, such as the USAID, were highlighting the
significance of meeting the basic needs of the poor and vulnerable groups; while
during the 1980s, they acknowledged that it might have been necessary and even
useful to ignore the basic needs of the poor to achieve structural adjustment to the
international economy.

Foreign aid has long had its critics from both sides of the political spectrum -
from the right as an impediment to the market efficiency and from the left as an
instrument of capitalism to exploit the Third World countries’ resources and cheap
labor. This study has been based on the assumption that, far from being antithetical
to free market mechanisms, aid has played a prominent role in the functioning of the
free-market economic system at the global level. Through this perspective, this study
has interpreted the international development community’s current emphasis on
poverty alleviation as the adoption of policies that extend the scope of the world
market and the global reach of capitalism. Critical development scholars have
provided important insights in terms of understanding the exploitative character of
development aid. For example, dependency theorists argue that foreign aid can be
understood only by reference to its existence in a bipolar world characterized by
exploitation - a view that I completely agree with. However, the exploitation
emerging from aid relations is not limited to the exploitation of poor countries
(recipient) by rich countries (donor) in a bipolar world. That is to say the bipolarity
is not limited to “center-periphery,” “North-South” or “donor country-aid recipient
country” bipolarity. One of the basic assumptions of my study has been that the

exploitation emerging from the aid relations is also closely related to the exploitation
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of labor by capital, and bipolarity here is also a bipolarity of class. In this regard,
this study has attempted to show that development aid, from its beginning in the
early postwar period, has played a role not only in exploitation of the aid recipient
countries by donor countries, but also in ensuring the hegemony of capital over labor
at the global level. Utilizing the insights of the neo-Gramscian approach, this thesis
has focused mainly on aid’s role in securing consent for, and legitimacy to, the
hegemonic project that seeks proletarianization of the poor at the global level.
However, this is not to suggest that foreign aid has been provided solely for the
purpose of the proletarianization of the global poor. This is also not to suggest that
the so-called “new aid architecture” is all about proletarianization. Aid is considered
as being part of a wider and global strategy, which is formed of promoting market
dependence through global proletarianization and imposing the discipline of
capitalist accumulation on a global scale. Indeed, it might be difficult to detect a
direct linear relationship between aid and proletarianization at first glance. However,
a closer inspection of World Bank-led pro-poor aid strategies reveals that improving
the productive capacities of the poor according to the needs and demands of capital
has been the main concern of donor community in the post-Cold War years. Our
qualitative analysis has shown that the leading donors have not only been concerned
with increasing the productivity of the poor, but they have been equally concerned
with delivering them to the hands of capital, as evident from their efforts to
complement their technical cooperation projects with global value chain approaches.
As shown, these aid strategies have been concerned more with matching labor with
capital’s changing needs, than improving the wages and working conditions of labor.
Although a quantitative analysis is not sufficient to demonstrate aid’s role in
proletarinization, our analysis of official aid figures published by the OECD —DAC
and China have been supportive of our argument.

From a Neo-Gramscian point of view, the Marshall Plan and the subsequent
aid programs have been considered as attempts to create a transatlantic historical
bloc under the leadership of US. Although development aid is generally associated

with the consensual aspect of hegemony, our analysis has shown development aid
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was literally used as a weapon of war against the perceived threat of communism
during the Cold War. While the mainstream IR depicted aid simply as an instrument
for geo-strategic interests in the struggle between two superpowers, this study has
attempted to show the historically unique character of the postwar development aid
by focusing on its role in the inter-systemic conflict during the Cold War. As already
noted, even though the practice of foreign aid goes back centuries, it became an
institutionalized part of foreign policy in the postwar era. The analysis of the
historical development of aid was started from the Marshall Plan, since its
institutions and mechanisms laid the foundations of aid, as we know it today. Aid
has been generally considered as a component of foreign policy involving actors,
such as diplomats, technocrats, development experts and official agencies. However,
the analysis of the Marshall Plan in this study has shown that foreign aid involves
other actors like private sector and trade unions. Besides, our analysis has also shown
that foreign aid does not simply refer to processes like development projects, transfer
of material resources and technical cooperation among the states; but also to the
other processes, such as class struggle, multilateralization of trade and exploitative
relations between labor and capital. In this regard, The Marshall Plan gives a perfect
demonstration of the fact that foreign aid involves actors and processes that are
dedicated to the formation and maintenance of capitalist relations of production and
exchange.

This is not to deny that foreign aid has been used by the donor countries for
more limited purposes such as buying political influence or achieving their
immediate strategic and economic goals. For example, as already mentioned, the
part of the motivation for the Marshall Plan arose from the concern for an economic
depression in the US economy after the war due to the decrease of exports to the
war-torn Europe. Even though these short-term strategic and economic goals were
significant factors in the postwar aid efforts, they do not by themselves explain the
emergence of the Marshall Plan and the form of its institutions and mechanisms.
Understanding the role of the Marshall Plan and the subsequent aid efforts during
the Cold War requires going beyond the mainstream theories of the Cold War that

256



de-emphasizes the socio-economic dimension of the Cold War and depict it as a
typical great power conflict based on military competition. Having this in mind, this
study has sought to build on the systemic accounts of the Cold War that integrate the
geopolitical rivalry with the socio-economic dimensions by highlighting the role of
foreign aid in the global inter-systemic struggle concerning the organization of social
and economic life.

Donor community has been trying to create an image of capitalist market as
an area of potential opportunity for the poor. The anti-poverty campaign led by the
World Bank in the post-Cold War years has been supported by a developmental
discourse that has portrayed global value chain as a sphere of opportunity and a path
out of poverty. Enabling the poor to use their labor is presented as an opportunity as
if the poor, who are divorced from the means of production, had any chance of
survival other than using their labor. Overall improvement of productivity and
output of global value chains is considered as pro-poor in itself since everyone is
assumed to benefit from it. From this point of view, the key to poverty reduction and
development is “more production.” In this sense, this so-called “global value chains
approach to development” evokes what Maier termed as “politics of productivity.”
As already noted in the third chapter of this study, the Marshall Plan and the
subsequent American foreign aid programs during the Cold War period contained
elements of the “politics of productivity,” which aimed at depoliticizing social and
economic issues by turning irreconcilable social conflicts between capital and labor
into apparently non-ideological technical questions of productivity and a common
search for economic growth. The emphasis on economic growth and productivity as
key concepts for the Marshall Plan and the subsequent American foreign aid
programs during the Cold War was part of an effort to counter the appeal of
communism and direct the attention away from the issues of exploitative production
relations, and unequal distribution of wealth.

This study considers the transformations in post-Cold War aid architecture
neither as a straightforward continuity, nor a complete break, but as part of an

attempt to accelerate and deepen the neoliberal project in a world where demarcation
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lines have been redrawn in the absence of an inter-systemic rivalry. In other words,
the so-called new aid architecture, which is based on the Paris Declaration
principles, is nothing more than an attempt to set a new framework for aid’s role in
the post-Cold War Era that has provided new opportunities and possibilities to
expand and deepen discipline of capitalist accumulation and the hegemony of capital
over labor on a global scale in the absence of the Soviet factor.

As from the early 1990s, the donor community led by the World Bank started
to place poverty reduction back at the center of development aid agenda. This study
considers poverty reduction strategies of the international donor community led by
the World Bank as part of a wider and global strategy aiming at enhancing the
discipline of capitalist accumulation on a global scale in the absence of the Soviet
factor. This wider and global strategy is formed of securing the hegemony of capital
over labor, promoting market dependence through global proletarianization of the
poor and imposing the disciplines of capitalist competitiveness on a global scale. In
this regard, Cammack’s analysis of the World Bank’s poverty reduction strategies
in support of “promoting the proletarianization of the poor at the global level” and
“maximizing the level of competitiveness throughout the global capitalist economy”
may give the key to understanding the role that aid has been assigned in the post-
Cold War years. The role of aid in enforcing the neoliberal policy prescriptions and
attendant policies of deregulation, liberalization and privatization is well-known and
well-documented. What is under-researched is the role that aid plays in these two
central aspects of the neoliberal project. This study assumes that these
“competitiveness-oriented poverty reduction strategies” and “process of
proletarianization of the world’s poor” might be relevant in explaining the logic of
international aid and the shape that it has taken in the post-Cold War years.

Despite the widespread disillusionment with the structural adjustment policies
during the 1990s and 2000s, the World Bank, the OECD and the prominent bilateral
donor agencies have kept their “growth first” approach in their aid practices and
discourse in the post-Cold War years. The value chain approach, which has recently

become widespread in foreign aid interventions, is based on the conviction that
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increasing the output and productivity of companies that take part in global value
chains would improve the standard of living for the poorer sections of society. As
such, it tries to enable capital accumulation to be understood as something of general
interest —economic growth— rather than as a process of surplus-value extraction that
is based on exploitation and inequality. This attitude bears traces of the American
foreign aid policy during the Cold War. In this sense, aid strategies based on
employment-generation and the related ‘“global value chain approach to
development”, which have been adopted by many leading donors in recent years,
are nothing more than a blend of old wines in a new bottle.

As shown in the fourth chapter, there has been plenty of evidence to suggest
that global value chains function as spheres of labor exploitation and surplus
extraction that further contribute to inequality and human right abuses at the global
level, rather than providing an opportunity for poverty reduction and development.
Multinational companies have transferred their production processes to developing
countries to take advantage of low wages. In fact, they were not only trying to escape
higher wages in the developed countries, but they were also trying to avoid minimum
health and safety requirements and take advantage of employing non-unionized
workers. Multinational companies that govern the global value chains have achieved
this through the support of bilateral and multilateral aid agencies and governments
of the recipient countries. These policies have been promoted with equal enthusiasm
by the OECD-DAC members, such as the United States and the UK and the other
emerging donors from the South, such as Russia, India, and China.

Although an inter-disciplinary body of research has recently emerged to
document labor exploitation and understand the different forms that it takes in the
context of global value chains, these accounts have mostly attracted attention to the
symptoms of these problems without paying enough attention to the root causes, and
without seeking to understand role that development aid plays in labor exploitation
within global economy. There is a tendency to study labor exploitation and forced
labor in isolation from wider processes and dynamics of international development

and aid policies. This situation has obscured the role that development aid played in
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the facilitation of these exploitative and abusive production relations at the global
level. As such, the role and contribution of aid in encouraging and sustaining the
practices of forced labor and labor exploitation in the so-called global value chains
has been under-investigated. This study argues that an analysis of labor exploitation
would be incomplete without considering the role of international development aid
processes. Aid is playing an increasingly prominent role in submitting the poor and
vulnerable populations (such as refugees) to capital for severe exploitation as cheap
and flexible labor.

The mainstream development approaches view poverty as something that
happens to people who, for several reasons, are denied access to education,
vocational training, and employment opportunities. Poverty is regarded as solved by
equipping the poor with certain technical and vocational skills through education
and integrating them into labor markets. The role of aid at this point is to provide the
basic health and education to equip the poor with qualifications and skills. Once the
poor are thrown into labor market as sufficiently healthy and educated labor force,
it is considered as an opportunity for them to be “lifted out of poverty.” In this regard,
employment-oriented aid programs, and the so-called global value chain approaches
in donor interventions offer as solutions to poverty the causes of poverty.
Proletarianization of the poor and their integration into labor markets through global
value chains are portrayed as a “win-win” situation for both capital and labor, while
capital is the only winner. Capital accumulation process, which is promoted by the
mainstream development prescriptions as “economic growth” that benefits all,
moves forward by creating poverty due to its compelling need to maintain an
impoverished labor surplus. Existence of reserve army is not only a byproduct of
accumulation process and the associated increase in labor productivity but also an
indispensable condition for the reproduction and expansion of capital. In this
context, development aid contributes to two processes that go hand in hand:
proletarianization of the poor and reproduction of the reserve army. Development
aid contributes to the provision of sufficiently healthy and qualified labor to capital

through vocational training provision and employment-generating projects. The

260



promotion of proletarianization goes hand in hand with the expansion of the reserve
army, which in turn helps to discipline those in employment and maintain capitalist
profitability. This reserve-army of labor, however, can be a potentially revolutionary
force that can bring the system down. Although its existence is necessary as a
stabilizing and disciplining factor for capitalist system, reserve army is a potentially
revolutionary force. Therefore, aid is also used to contain the revolutionary potential
of the reserve army during the period that it is held in reserve. It contributes to the
reproduction and maintenance of the unemployed reserve armies in aid recipient
countries by providing their basic needs.

Poverty is not simply an issue of dysfunctional redistribution mechanisms or
an issue of mal-integration into markets. Far from it, poverty emerges as an
unavoidable consequence of the smooth functioning of the capitalist system and it is
a direct product of capital accumulation. Poverty is produced simultaneously with
the capitalist production of wealth. The roots of poverty lie in capitalist relations of
production. Therefore, aid strategies based on the use of productive labor and
participation in global value chains cannot reduce poverty, they only reproduce it.
Aid plays a strategic role in dealing with the symptoms rather than the causes of
poverty. In other words, aid helps transforming the problems associated with poverty
and inequality; it does not solve them. It is impossible to find permanent solutions
to poverty and its related problems within the capitalist system. Another significant
development in international aid landscape in the post-Cold War years has been the
emergence of new donors, the so-called “emerging donors.” As a matter of fact,
much of the discussion about the emerging donors is a discussion about one donor,
that of China. Therefore, this study paid particular attention to China’s aid offensive
inrecent years. China, with its own aid model, is often depicted as posing a challenge
to the traditional aid practices and institutions. However, our analysis of the
evolution of China as a donor, since the early postwar period, has shown that the
Chinese foreign aid has not necessarily been unique. China developed its foreign aid
policy based on its experience as an aid recipient from the Soviet Union. The Soviet

Union played a significant role in shaping China’s foreign aid as a donor during
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1950s, and as a competitor in the “aid battles” in the third world after the Sino-Soviet
split. During the post-Mao reforms and its opening up towards the West, it was Japan
that became an important model for China as a donor. China, as a recipient country,
has learned and adopted the aid practices of the other donors. As noted above, the
use of turnkey projects was learned from the Soviet Union, while combining aid and
Eximbank financing is adopted from Japan. In this sense, China’s aid practices are
characterized by pragmatism, which involves interpreting and implementing
traditional aid practices in a new way. Although China can be innovative in
reinterpreting the aid practices of the traditional donors, our comparison in this
chapter has shown that complementarities and similarities between the Chinese and
Western donors are stronger than differences. This is not to deny the existence of
“aid with Chinese characteristics.” In fact, pragmatism itself can be considered as a
feature that differentiates Chinese aid, and some may even consider it as a lesson for
other countries to learn. However, it does not amount to a developmental alternative.
While recognizing the abusive and exploitative character of the Chinese aid, this
study has raised doubts about the Western concerns about China’s aid practices,
captured in the concept of “rogue aid.” China’s aid activities have often been
criticized for being guided not by the recipient country needs but China’s search for
natural resources, export markets and political alliances. In many respects, such
criticisms can also be extended to the practices of the OECD-DAC donors. It would
be naive to think that these criticisms directed against the exploitative character of
Chinese aid are well-meaning, given their silence on the Western foreign aid
practices with the same intentions. Indeed, China’s global aid offensive in the post-
Cold War years is superficially evaluated by mainstream accounts, solely as a part
of the analyses and debates on the “China threat.” In this sense, China’s abusive
foreign aid practices are problematized not in terms of their negative impact on the
aid-recipient countries, but rather in terms of the threat or challenge they pose to the
Western donor countries.

This study has also raised doubts about the so-called “China model” as an

alternative to neoliberal development model. Although China undermines the
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conditionality of the Western bilateral and multilateral donors by presenting itself as
an alternative source of development finance, its development and aid practices are
highly integrated into the general neoliberal dynamics of the global political
economy. As already noted, China constantly tries to differentiate itself from
traditional donors by officially declaring that its development cooperation falls into
category of “South-South cooperation,” which aims to facilitate self-reliance and
independent development among the Southern countries. Contrary to its stated
purpose, however, China has a little scope to drive economic growth and self-
sufficient development in aid recipient countries of the South because of the way it
is integrated into the global economy. China has replaced most of the core capitalist
countries as the main export market for Latin American and African countries.
China’s growing demand for raw materials reinforces these countries’ dependence
on exporting primary commodities. However, China’s export-led development
model heavily depends on the continuing demand from the advanced economies.
Declining import demand in the core capitalist countries may easily undermine
export-oriented growth in China, with a potential combination of negative effects on
economic activity and political disruption in the countries of the South, which
depend on China’s continuing demand for their primary commodities. As a
consequence, China’s export-led development model becomes vulnerable to
stagnation and declining import demand in the Northern markets. China’s aid
activities are also affected from this configuration. This export-led development
model is characterized by overcapacity, which threatens the long-term sustainability
of China’s growth potential. When there is a decline in the demand for Chinese
exports in the North, it reduces the amount of finance that China has for its aid
activities in the Southern countries. In other words, the financial source of Chinese
aid is generated from within the global capitalist system. In this regard, China’s trade
and aid relations with the Southern countries are closely linked to the wider
international capitalist dynamics. Therefore, China does not have the potential to
promote a self-sufficient and independent development model for the

underdeveloped countries that is free from international capitalist dynamics.
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For the aid recipient countries, Chinese aid can be an alternative source of aid,
and it can sometimes be an escape route from policy conditions attached to the
Western aid. But this also does not justify the idea of an alternative development
model. One should keep in mind that China actively participates in the current aid
architecture as a member of the leading development organizations such as the
World Bank and the Asian Development Bank. Historically, China has been a major
borrower from both the World Bank and the Asian Development Bank while, at the
same time, it has also been one of the leading contributors to these institutions. As
noted above, China implements aid projects in aid-recipient countries in
collaboration with multilaterals, such as World Bank and the UNDP, and with
bilateral aid organizations such as the United Kingdom’s DFID. In this respect,
China, as an active player in the current aid architecture, contributes to the credibility
and legitimacy of the current aid architecture instead of posing a challenge to it. It
recognizes the rules of the existing aid architecture and uses its mechanisms.
Besides, as discussed above, there is complementarity between Chinese and Western
aid in the sense that Chinese capital benefits from neoliberal reforms imposed by the
Western aid agencies on the aid-recipient poor countries, while Western capital
benefits from China’s infrastructure aid in the remotest regions of the
underdeveloped world. China’s growing aid projects aim at building physical
infrastructure, human resources development and the construction of special
economic zones in aid-recipient countries. These projects contribute to the
incorporation of these countries into global value chains controlled by Western-
based multinational corporations, and submission of their population to capital as
cheap and flexible labor. This configuration illustrates how Chinese and the Western
foreign aid complement each other in a joint exploitation of labor and resources in
the underdeveloped world. However, while serving the interests of neoliberal
historical bloc, foreign aid also plays a role in the frictions and competitions within
it. In this sense, China is engaging itself in a two-line struggle with the traditional
donor countries between cooperation on the one side, and competition and on the

other. In this two-way struggle, “aid with Chinese characteristics” plays a double
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role. On the one hand, it complements Western foreign aid in the joint exploitation
of the underdeveloped countries and proletarianization of their populations. On the
other hand, it plays a role in an intra-systemic rivalry with the Western countries to
get access to natural resources and markets in the underdeveloped world in the
context of the current systemic crisis of global capitalism. It is obviously too early
to say whether and how China and the other emerging donors might transform or
reform the current aid architecture. Through high profile infrastructure aid projects
and investments, such as the One Belt One Road initiative, China seems to portray
itself as a new champion for free trade and globalization at a time when the world
economy has been constrained by the isolationist orientations of the new US
administration. Consequences of such strategies remain to be seen. What is certain,
however, is that China, as a donor, does not offer new development opportunities
that can be an alternative to capitalist development.

Finally, our qualitative analysis of aid was followed by a quantitative analysis.
This study has approached quantitative aid data, whether provided by established
donors or emerging donors, with suspicion. As repeatedly noted, donors have found
numerous ways to inflate and misreport their aid figures. More importantly, even if
aid data is reported according to the internationally-agreed rules, foreign aid is
simply measured by the quantity of material and financial flows as reported by the
donors, not by their developmental impact or quality. Official development
assistance measures used by the OECD do not tell us anything about the outputs and
impacts that are reached through aid projects. However, despite the indicated
deficiencies, a quantitative analysis has been helpful in terms of obtaining a clearer
picture of aid volumes and trends in aid flows. It has also been helpful in
understanding the relative importance donors are giving to different sectors, regions
and delivery channels. Among other findings, upward trend in aid interventions
related to employment, human capital and social infrastructure in the post-Cold War
years have been supportive of our argument that aid plays a role in the
proletarianization of the poor through provision of sufficiently healthy and qualified

labor to capital.
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B. TURKISH SUMMARY / TURKCE OZET

ESKIi VE YENI DIS YARDIM MIMARISI

Dis yardimlar; gdg, terérizm, salgin hastaliklar, yoksulluk ve iklim degisimi
gibi giiniimiiziin 6nde gelen kiiresel sorunlarna iliskin tartismalarin ayrilmaz bir
parcasi haline gelmistir. Gegmiste dis yardimlara ikinci Diinya Savasi sonrasi
Avrupa’nin yeniden ingasi, komiinizmin ¢evrelenmesi ve bagimsizligin1 kazanan
eski somiirgelerin kalkinmasina destek gibi pek ¢ok farkli gorevler atfedilmistir. Bu
iddial1 gorevler, giiniimiizde de uluslararasi go¢ krizi ve terdrizmle miicadele,
demokrasinin gii¢lendirilmesi, yoksullugun ortadan kaldirilmasi gibi alanlarda
devam etmektedir. Gliniimiizde her devlet, yardim alarak ya da yardim saglayarak,
bir sekilde dis yardim ile iliskili durumdadir. Kalkinmakta olan {ilkeler agisindan
ikili ve c¢ok tarafli kalkinma yardim kuruluslari ile koordinasyon dis iliskilerinin
ayrilmaz bir pargasi haline gelmisken, dis yardim gelismis iilkelerin giivenlik ve dis
politikalarinin 6nemli bir unsuru haline gelmistir.

Bu ¢alismanin amaci, Soguk Savas sonras1i donemde “yeni kalkinma yardimi
mimarisi’ni incelemektir. Uluslararasi kalkinma yardimlari alaninda ortaya ¢ikan
yeni aktdr ve yaklagimlar iizerine oldukga genis bir literatiir bulunmasina ragmen,
“yeni kalkinma yardimi mimarisi” ve kalkinma yardimlarinin yeni aktorleri
“yiikselen donorler” hakkinda sasirtici derecede az arastirma bulunmaktadir. Bu
calismada, kalkinma yardimlarinin Soguk Savas doneminde sistemler arasi ve
Soguk Savas sonras1t donemde sistem i¢i rekabetteki rolii ele alinmaktadir. Sistemik
bir bakis acisindan, “yeni” yardim mimarisindeki degisim ve siireklilik
incelenmektedir. Bu noktada “yeni kalkinma yardimi mimarisi”ne iliskin
tartigmalar, dig yardimin yardim alan yoksul iilkelerin kalkinma ¢abalarina faydasini

sorgulayan daha genis bir bakis acist ile iligkilendirilmektedir.
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En genis anlamiyla dis yardim, iktisadi ve sosyal gelismeyi tesvik amaciyla
maddi ve mali kaynaklar ile teknik bilgi ve becerilerin goniillii olarak transferi olarak
tanimlanabilir. Bu g¢aligmaya konu edilen dis yardimlar ise dis yardimlarin en
yaygini olan resmi kalkinma yardimlaridir. Manevi motivasyon ile hayir kurumlari
tarafindan saglanan yardimlar bu ¢aligmanin konusunun disindadir. Burada devletler
ve uluslararas1 kuruluglar tarafindan resmi kalkinma ajanslar1 ve yerel/merkezi
hiikiimetler tarafindan saglanan kalkinma yardimlar1 {izerine odaklanmaktadir.
Farkli anlamlar1 ihtiva etseler de, bu g¢alismada “resmi kalkinma yardimi” ve
“kalkinma yardim1” kavramlar1 ayni1 anlama gelecek sekilde birbirinin yerine
kullanilmaktadir. D1g yardim kavrami, kalkinma amaciyla saglandig: iddia edilen
maddi ve mali kaynaklarin yan sira askeri ve siyasi amagclarla saglanan kaynaklari
da kapsamaktadir. Ancak farkli yardim tiirleri arasinda tanimlamalarda gozetilen
ayrim genelde dis yardim uygulamalarina yansimadigindan “dis yardim” ve “resmi
kalkinma yardimi” kavramlar1 da bu g¢alismada birbirleri ile degisimli olarak
kullanilmaktadir.

Resmi kalkinma yardimi kavramini tanimlayan ve resmi kalkinma
yardimlarinin raporlanmasi konusunda standartlart belirleyen kurulus Ekonomik
Isbirligi ve Kalkinma Orgiitii’niin (OECD) Kalkinma Yardimlari Komitesi’dir
(DAC). Kalkinma Yardimlar1 Komitesi, kuruldugu 1961 yilindan bu yana kalkinma
yardimi alanindaki maddi ve mali akimlart izlemekte ve kalkinma yardimlari
politikalarinin olusturulmasina rehberlik etmektedir. Komite, diinyanin énde gelen
dondrlerini bir araya getiren platform olmanin yam sira, kalkinma yardimlarinda
standart belirleyicisi ve takipgisi olarak kiiresel dis yardim mimarisine yon veren en
onde gelen kalkinma aktoriidiir. Resmi kalkinma yardimi kavrami: Ekonomik
Isbirligi ve Kalkinma Orgiitii Kalkinma Yardimlar1 Komitesi tarafindan ilk defa
1969 yilinda tanimlanmis ve yardim miktarlarinin hesaplanmasinda uluslararasi
uzlastyla belirlenmis standart bir yontem olmasina ragmen, kavramin igerigi ve
hesaplanmasinda kullanilan yontemler tartisma ve ihtilaf konusu olmaya
giiniimiizde de devam etmektedir. Bunun yani sira, giimiiniizde dis yardimin faydasi

29 <c

ve gerekliligini en atesli sekilde savunanlar bile “yardim bagimliligi,” “yardimin
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basarisizlig1” ve olumsuz etkileri lizerinde tartigmaya, kiiresel yardim mimarisinde
bazi reformlara ihtiya¢ duyuldugunu dillendirmeye baslamislardir. Bu ¢alisma ise
yardimin nasil daha iyi ve etkin bir sekilde kiiresel sorunlara ¢6ziim saglayacagi
tartigmasini anlamsiz bulmakta; yardimin ¢éziim saglamak yerine bu sorunlarin bir
parcasi olup olmadigim1 sorgulamaktadir. Bu noktada amacglanan Neo-Gramscian
yaklasim c¢ercevesinde kalkinma yardimlarinin kuram ve uygulamasinin bir
elestirisini yaparak, sistemsel bir ¢erceveye yerlestirmektir.

Kalkinma yardimlarmin islevi ve faydasini sorgulayan elestirel bir
incelemeye, oOncelikle “resmi kalkinma yardimi” ve ilgili teknik kavramlarin
sorgulanmasindan baglanmas1 gerekir. Ciinkii, resmi kalkinma yardimlarinin
hesaplanmas1 ve raporlanmasinda dondr iilkelerin iizerinde mutabik kaldig: teknik
kavramlar ve yoOntemler kullanilmaktadir. Bu nedenle calismamizda oncelikle
kalkinma yardimi ve ilgili teknik kavramlarin ortaya ¢ikisi tarihsel siire¢ icerisinde
incelenerek, kavram ve tanimlamalardaki ¢eliski ve muglakliklar ortaya konmustur.
Burada amag, bu celiski ve belirsizliklerin resmi kalkinma yardimlarinin
hesaplanmasi ve raporlanmasinda dondr lilkeler tarafindan nasil istismar edildigini
gostermektir. Kalkinma yardiminin iizerinde uzlagilmig taniminin yapilmasindan bu
yana yarim asirdan fazla bir siire gegmis olmasina ragmen, bu tanimin uzun yillardir
muglak kalmasi ve hesaplanmasinda kullanilan yontemlerdeki farkliliklar ve
tutarsizliklar yardim miktarlarinin sisirilmesine ve gergekte oldugundan daha fazla
miktarlarda raporlanmasina olanak saglamaktadir. Bu noktada, resmi kalkinma
yardimlarinin tanim ve hesaplanma yontemine ait yillardir devam eden tartismalarin
yardim miktarlarinin sisirilmesi ve manipiile edilmesi amaciyla kasten izlenen bir
strateji olma olasilig1 iizerinde durulmaktadir. Tarihsel incelememiz gostermektedir
ki Ikinci Diinya Savasi sonrasi donemin ilk yillarinda gelismis iilkelerden az
gelismis iilkelere transfer edilen her tiirlii maddi ve mali kaynak OECD-DAC
iiyelerince kalkinma yardimi olarak raporlanmistir. Bu kaynaklarin ticari, askeri ya
da herhangi baska bir amagcla yapilmas1 arasinda bir fark gozetilmemis ve gelismis
iilkelerden bu iilkelere giden her tiirlii finansal ve maddi akimin bir sekilde dolayl

olarak kalkinmaya fayda saglayacagi varsayilmistir. Daha sonra 1969 yilindan

304



itibaren Ekonomik Isbirligi ve Kalkinma Orgiitii Kalkinma Yardimlari Komitesi
kalkinma yardimlarini resmi olarak tanimladiktan sonra bu yaklagimdan vazgegilse
de, uygulamada kalkinma yardimina yonelik transferler ile diger amagclarla yapilan
transferler (dogrudan yabanci yatirimlar, askeri ve ticari transferler) arasindaki
muglaklik devam etmistir. Calismamizda somut 6rnekleriyle de gosterildigi gibi,
basta ABD olmak iizere cogu OECD-DAC iiyesi donor iilke askeri ve ticari amagla
yapilan mali transferleri kalkinma yardimi olarak raporlamistir. Fakat bunlarin da
Otesinde, son yillarda OECD-DAC’in ortaya attigi bazi yeni kavramlar resmi
kalkinma yardimlari ile diger transferler arasinda muglaklig1 daha da artirmaktadir.
Bir anlamda, OECD-DAC eski aliskanliklarina geri donerek gelismis iilkelerden
yapilan her tilirlii maddi ve mali transferin, ne amagla yapilmis olursa olsun,
kalkinmaya destek sagladigi anlayisina tekrar geri donmiistiir. Bu dogrultuda,
OECD-DAC’m kalkinma amaglt maddi ve mali transferleri hesaplamak amaciyla
son yillarda ortaya att1g1 yeni 6l¢iim yontemleri, kalkinma yardimlarina kiyasla 6zel
sektor tarafindan saglanan yatirnm ve transferlere oncelik vermektedir. Resmi
kalkinma yardimlarma alternatif 6l¢iim yontemlerinden biri olan “Siirdiirtilebilir
Kalkinma Yardimlar1 i¢in Toplam Resmi Destek” (Total Official Support for
Sustainable Development), kar amaciyla 6zel sektor tarafindan yapilan yatirimlar
kalkinmaya destek anlaminda daha goriiniir bir konuma yerlestirmeye yonelik bir
caba olarak degerlendirilebilir. Ozel sektdre kalkinmanin vazgecilmez aktorleri
olarak atfedilen rol yeni olmamakla birlikte, 6zel sektor ve kalkinma aktorleri
arasindaki ayrimin ve gorev dagilimmin giderek daha cok bulaniklagmasi s6z
konusudur. Bu noktada, “Siirdiiriilebilir Kalkinma Yardimlar1 i¢in Toplam Resmi
Destek” gibi yeni yardim Olglim yontemleri, 6zel sektoriin kalkinmaya katki
saglamakla sinirl kalmanin 6tesinde, kalkinma yardimi uygulamalarini yonlendiren
bas aktér konumuna getirilmesine yonelik ¢abalarin bir pargasi gibi goriinmektedir.
Bir bagka ifadeyle, i¢inde bulundugumuz kiiresel kapitalist kriz ortaminda 6zel
sektorii 6n plana ¢ikaran bu tiir ¢abalar, 6zel sektoriin diger kalkinma aktorlerini dis

yardimlar1 kapitalizmin isleyisi ve devamliligina hizmet edecek sekilde kullanmalari
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amaciyla yonlendirebilecegi yeni bir kalkinma platformu olusturma gayretinin bir
parcasi olarak degerlendirilebilir.

Bu caligmanin bakis acisindan ele alindiginda, kalkinma yardimlarinin dondr
iilkenin ¢ikarlarina hizmet ettigi ve “gizli bir giindem” tasidigina iliskin yorum ve
incelemeler malumun ilan1 olmanin 6tesine gecememektedir. Bir diger ifadeyle, dis
yardimlarin kalkinmay1 tesvik etme kisvesi altinda donor iilkelerin siyasal ve
ekonomik cikarlarina hizmet ettigini gostermeye yonelik bir ¢alisma ‘“herkesin
bildigi sirlar1” gostermekten dteye gitmemektedir. Dig yardimlarin hangi tilkelere ve
ne kadar yapildigina dair Ustiinkorii bir inceleme bile gostermektedir ki dis
yardimlarda esas belirleyici unsur yardim alanlarin ihtiyaglar1 degil, donor iilkelerin
siyasi ve ekonomik c¢ikarlaridir. Ancak bu c¢alisma dis yardimlarin yardim alan
iilkelerin yardim veren {ilkeler tarafindan somiiriilmesi ile sinirlt olmadigini
gosterme iddiasindadir. Buradaki varsayimimiz dig yardimin yalnizca “Kuzey-
Giliney”, “cevre-merkez,” “donor iilke-yardim alan iilke” arasindaki esitsiz ve
somiiriiye dayali iliskilerde rol oynamakla siirli kalmadigi; bunlarin yam sira
kiiresel baglamda emek-sermaye arasinda somiiriiye dayali tiretim iliskilerinde de
dogrudan rol oynadigidir.

Calismamiz Soguk Savasin farklt donemlerinde kalkinma yardimlari
uygulamalarinin nasil ve ne yonde degistigine dair tarihsel bir degerlendirme
sunmaktadir. Burada Soguk Savas sirasinda kalkinma paradigmasinda meydana
gelen degisimlerin  kalkinma yardimi uygulamalarina nasil  yansidigi
gosterilmektedir. Ozellikle, Savas Sonras1 dénemin ilk biiyiik 6l¢ekli uluslararasi
kalkinma yardimi inisiyatifi olan Marshall Plani’na odaklanilmaktadir. Marshall
Plani, resmi adiyla Avrupa Yeniden Imar Programi, Savas Sonras1 ddnemde olusan
uluslararas1 yardim mimarisinin temellerini atmis olmasi nedeniyle bu c¢aligma
acisindan ayr1 bir 6neme sahiptir. Marshall Plani’nin sebep ve sonuglari {istiine
yapilan pek ¢ok caligma, bu yardim programin basarisi iizerinde durmakta ve onu
adeta esssiz bir “basar1 hikayesi” olarak lanse etmektedir. Ulasmak istedigi hedefleri
gergeklestirmek acisindan ele alinirsa ¢alismamizin bakis agisindan da Marshall

Plan1 basarilidir. Ancak, buradaki basar1 ne “yardim” ile ilgili ne de Bat1 Avrupa
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iilkeleri ile sinirlidir. Marshall Plani’nin basarisi saglanan yardimlarin miktar1 ve
niteliginden cok, asil hedetfi olan ABD 6nderliginde ¢ok tarafl1 bir kiiresel kapitalist
ekonomik diizen kurulmasina katki saglamasiyla ilgilidir. Soguk Savas sirasinda, dig
yardimlar Amerika Birlesik Devletleri’nin Oncelikli hedefleri olan kapitalist
devletler arasindaki iliskileri diizenleme ve komiinizmin ¢evrelenmesi ile dogrudan
iligkilidir. Bu noktada, Marshall Plan1 bir yardim programindan ¢ok daha fazlasini
ifade etmis, Bati Avrupa iilkeleri arasinda serbest ticareti canlandirma ve
kapitalizmi tekrar ayaga kaldirmada onemli bir rol oynamistir. Ayrica, Marshall
Plan1 kurum ve mekanizmalariyla Neo-Gramscian hegemonyanin uygulamada net
bir 6rnegini gostermektedir. Aslinda, Neo-Gramscian yaklasimdan faydalanilarak
Marshall Plani’nin ortaya ¢ikis1 ve sonuglari iizerine yapilan ¢aligmalar bulunurken,
Marshall Plan1 sonrasindaki dig yardim uygulamalarina yonelik Neo-Gramscian
bakis acistyla yapilan calismalarin azligi olduk¢a sasirticidir. Bu anlamda,
calismamizin amaclarindan biri bu boslugu doldurmaktir.

Ikinci Diinya savas1 sonras1 donemin ilk yillarinda ortaya ¢ikisindan itibaren
kalkinma yardimlar1 Soguk Savas donemi boyunca komiinizmin ¢evrelenmesinde
kullanilan jeopolitik ve askeri stratejilerde rol oynamis, onlarin bir pargasi ve
tamamlayicis1 olmustur. Ancak dis yardimlarin yalnizca iki siiper gii¢ arasindaki jeo-
stratejik ve askeri miicadelenin araci oldugunu diistinmek indirgemeci bir yaklagim
olacaktir. Ana akim uluslararas: iligkiler teorileri Soguk Savasi iki siiper giic
arasindaki askeri ve stratejik rekabete indirgerken, dis yardimi da Ugiincii Diinya’da
birbirlerine iistiinliik saglamak amaciyla iki siiper gii¢ tarafindan kullanilan bir araca
indirgerler. Bu ¢alisma Soguk Savas iki farkli sosyal sistem arasinda gerilimden
kaynaklanan bir miicadele olarak goren sistemik yaklagimi takip etmektedir. Bu
noktadan hareketle, dis yardim da iki siliper gii¢ arasindaki askeri ve stratejik
miicadelenin araglarindan biri olmaktan Ote, iki rakip sistem arasinda, sosyal ve
ekonomik iliskilerin diizenlenmesine iliskin sistemik miicadelenin 6nemli bir
pargasi olarak degerlendirilmektedir.

Ana akim uluslararas: iligkiler literatiiriine baktigimizda, Ornegin realist

yaklasimlar, genel olarak dis yardimi ulusal ¢ikarlarin gergeklestirilmesi amaciyla
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kullanilan pek cok dis politika aracindan biri olarak goriirler. Yani dis yardim
ylzyillardir stiregelen dis politika uygulamalarindan biri olarak siyasal ve ekonomik
cikar elde etme amagli riigvettir. Daha 6nce de belirtildigi lizere, dis yardimin siyasal
ve ekonomik ¢ikar ve niifuz elde etmede kullanildig: tartisilmaz bir gergektir. Ancak
bu yiizeysel yaklasimlar Ikinci Diinya Savasi sonrasi kalkinma yardimlarinin
tarihsel olarak kendine 6zgl niteligini yadsimaktadir. Ciinkii realist yaklagimlara
gore antik cagda imparatorluklarin sagladig: dis yardimlar ile ikinci Diinya Savasi
sonrast Amerika Birlesik Devletleri’nin sagladigi yardimlar arasinda amag ve
motivasyon agisindan pek de bir fark yoktur. Hatta, Sovyet ekonomik ve teknik
isbirligi modeli ile kapitalist lilkelerin sagladig1 dis yardimlar arasinda da amag ve
motivasyon agisindan bir fark yoktur. Bu bakis agisi, farkli ciimlelerle ifade edilse
de (6rnegin, dig yardimi “rligvet” yerine “tesvik” ya da “miikafat” gibi daha 6zenli
bir terminoloji ile ifade etme) liberal uluslararasi iliskiler kuramini benimseyen
yaklagsimlarda da birebir aynidir.

Bu ¢ergevede, dis yardimi kisa vadeli iktisadi ve siyasi ¢ikar elde etmedeki
rolii lizerinden degerlendiren indirgemeci bir ¢alisma ile sinirlt kalmak yerine, Savas
Sonrast donemde yeni uluslararasi diizeni olusturmadaki 6zgilin rolii {izerine
odaklanan daha genis bakis acisina sahip sistemik bir analize ihtiya¢ oldugu agiktir.
Marshall Yardimi sonrasinda Soguk Savasin farkli donemlerinde dis yardim anlayis
ve uygulamalarinda meydana gelen degisimler calismamizda ayrintili olarak ele
alinmigtir. D1 yardim uygulamalarinda 1960’lar, 1970’ler ve 1980’lerde meydana
gelen degisimler Soguk savasinin jeopolitik ve askeri boyutunu iki sistem arasindaki
sosyal ve ekonomik miicadele ile entegre eden sistemik bakis acisiyla
degerlendirilmistir. Burada amag¢ Soguk Savas boyunca sistemler aras1 miicadelenin
bir pargasi olarak dig yardimin biirlindiigli farkli bigimleri ve tstlendigi rolleri
gostermektir. Ornegin Soguk Savas miicadelesinin sertlestigi ve Ugiincii Diinya’da
sicak catigmaya dondiigi zamanlarda dis yardimlar riza saglamaya yonelik
cabalardan ¢ok, askeri yontemlerin bir pargasi halinde karsimiza ¢ikmistir. Bunun
en somut Ornegi Vietnam Savasi sirasinda Amerika Birlesik Devletleri’nin dis

yardimi askeri yontemlerin bir parcasi haline getirmesi ve adeta bir savas silahi
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seklinde kullanmasidir. Daha sonra Diinya Bankasi onciiliigiinde 1970’lerde
kalkinma anlayisinda 6n plana ¢ikan “temel ihtiyaglar yaklagimi” dogrultusunda
kalkinma yardimlar1 tekrar sdylem ve uygulamada degisiklige ugramis ve temel

3

ihtiyaglarin karsilanmasina oncelik vermeye baglamistir. 1980’lerde ise “yapisal
uyum” politikalar1 dogrultusunda, basta Diinya Bankasi olmak {izere, 6nde gelen
donorler yardim alan {ilkelere saghik ve egitim gibi en temel ihtiyaglarda
harcamalarint  kismayr verilen yardimlarin bir kosulu olarak dayatmaya
baslamiglardir. Kuram ve uygulamadaki bu ani degisimler, gelgitler ve tutarsizliklar
kalkinma yardimlarinin en belirgin ve degismez 6zelligidir.

Ikinci Diinya Savasi sonras1 donemde yardima yonelik ilk ciddi ve kapsamli
elestiriler merkezle ¢evre arasindaki bagimlilik ve somiirii iliskisi ile gelismislik-
azgelismislik sorunsalina odaklanan Bagimlilik Kurami temsilcileri tarafindan
gerceklestirilmistir. Dis yardim, dzellikle Amerika Birlesik Devletleri’nin Ugiincii
Diinya Ulkeleri’ne yonelik perspektifini ve politikalarini sekillendiren Modernlesme
Kurami’na iligkin analizler c¢er¢evesinde Bagimlilik Kurami temsilcilerinin sert
elestirilerine maruz kalmistir. Ancak yardima yonelik elestiriler sistem karsiti
tarihsel maddeci yaklagimlar ile sinirli kalmamistir. Tamamen farkli bakis acist ve
gerekgelerle, dis yardim ana akim iktisat tarafindan da agir bicimde elestirilmistir.
1970’lerden bu yana, bazi neoliberal iktisatgilar rekabet mekanizmasina bir
miidahale oldugu ve serbest piyasa ekonomisinin dogal isleyisine engel teskil ettigi
gerekcesiyle dis yardima karsit ¢ikmaktadirlar. Bu neoliberal elestiriler, bizlere
serbest piyasa mekanizmalarinin yoksulluk ve ilgili sorunlar i¢in tek ¢6ziim
oldugunu dayatmaya calisirken, tarihsel siiregte yardim alan ve yardim veren tilkeler
arasindaki bagimlilik ve somiirii iligkisinin yoksulluk ve esitsizligin ortaya
cikisindaki roliinii yadsimaktadir. Bu noktada az gelismislik ve yoksullugun sebebi
yoksul tilkelerin kendi i¢ dinamiklerinde aranirken, “piyasa’ tiim sorunlarin ¢6ziimii
olarak sunulmaktadir. Bu yaklagimin dayandigi temel varsayim, sermayenin elinde
biriken zenginligin istihdam ve talep yaratma suretiyle zaman i¢inde toplumun diger
kesimlerine de damlayarak yayilacagidir (trickle-down economics). Bu neoliberal

yaklasimlar, bilgi eksikliginden ya da kasitli olarak, dig yardimin tarihsel siirecte
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piyasa mekanizmalarimin isleyisine engel olmaktan ziyade destek sagladigi
gercegini yadsimaktadir. Bu noktada, bu ¢alismanin hedeflerinden biri dis yardimin
piyasa mekanizmalariyla ¢elismedigini, aksine ¢ok tarafli serbest ticarete dayanan
kapitalist sistemin uluslararasi 6lgekte restorasyonu ve siirekliliginin saglanmasinda
onemli bir rol oynadigini gostermektir.

Neoliberallerin serbest piyasa mekanizmalarinin yoksullugun tek ve en
verimli ¢oziimii olduguna dair sorgusuz inanglarma dayanan dig yardim karsitt
goriislerine ragmen, gectigimiz 40 y1l boyunca resmi kalkinma yardimlarinin stirekli
artmast ve rekorlar kirmasi ilk bakista oldukca sasirtict gibi goriilebilir. Ciinkii
1980’lerden bu yana 6nde gelen donor lilkelerde neoliberal hiikiimetler iktidarda
olmus ve dis yardim politikalarini yonlendirmislerdir. Bunun yani sira, neoliberal
yaklagimlar prensip olarak dis yardima kars1 ¢ikip piyasanin her tiirlii problemin
¢oziimii oldugunu dayatirken, Soguk Savasin sona ermesiyle de dis yardimin
gerekgesini tamamen yitirdigini iddia etmislerdir. Bu noktada cevaplanmasi gereken
soru Diinya Bankas1 ve OECD gibi neoliberal donor kuruluslarin, 1980’lerden bu
yana yardim miktarlarini neden siirekli olarak artirdigidir. Bu sorunun cevabi ayni
zamanda Soguk Savag Sonrasi “yeni dis yardim mimarisi’nin bigim ve igeriginin
ortaya konmasi agisindan da 6nem arz etmektedir.

Soguk Savas Sonrasi donemde dis yardimlara iliskin tartismalarda siklikla
“yeni yardim mimarisi’nden bahsedilmektedir. 1990’larin sonu ve o6zellikle de
2000’1 yillardan bu yana Diinya Bankasi, Birlesmis Milletler Kalkinma Programi
ve OECD gibi 6nde gelen kalkinma aktorlerinin resmi yayinlar siirekli olarak
kalkinma yardim mimarisinde degisim ve doniistimden séz etmektedir. Daha once
de bahsedildigi tizere, kalkinma yardimlari her zaman degisen sartlara ayak
uydurmus, Soguk Savas boyunca sistemler arast miicadelenin bir parcasi olarak
farkli big¢imlere biiriinerek, kiiresel kapitalist sistemin siirdiiriilmesine hizmet
amaciyla farkl roller iistlenmistir. Kimi zaman kalkinma yardimlarinin uygulama
ve sOyleminde meydana gelen degisimler bag dondiiriicti bir hizda gerceklesmistir.
Ancak kalkinma yardimlarinin sdylem ve uygulamalarinda kiiresel kapitalist

sistemin devamlilig1 ve konsolidasyonu amaciyla meydana gelen her degisim yeni
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bir “kalkinma yardimi mimarisi’nin ortaya ¢iktigi anlamina gelmez. Yardim
mimarisi, kalkinma yardimlarinin donérlerden yardim alan iilkelere aktarimini
diizenleyen kurum ve kurallar olarak tanimlanabilir. D1s yardimlarin saglanmasinda
rol oynayan kurumlar, uygulamalar, finansal araclar ve aktarim mekanizmalari
yardim mimarisinin bir parcasidir. Dis yardim politikalarinin uygulama ve
sOyleminde meydana gelen her degisiklik i¢in yeni bir yardim mimarisinden
bahsetmek anlamli olmayacaktir. Herhangi bir “yeni yardim mimarisi’nden
bahsedebilmemiz i¢in yardimlarin saglanmasina iligkin kurumlarda, finansal
araclarda ve dondrler ile yardim alan {ilke iliskilerinde temel bir donilisim s6z
konusu olmalidir. Bu ¢alismanin bir diger hedefi Soguk Savas donemi ve Soguk
Savas sonrast donemindeki kalkinma yardimi kurumlari ve uygulamalarini
kiyaslamali olarak inceleyerek “kalkinma yardimi mimarisi’ndeki degisim ve
stirekliligin izlerini siirmektedir.

Soguk Savas sonrasmin ilk yillarinda, kapitalist sistem i¢in tehdit olarak
algilanan Sovyet faktdriiniin ortadan kalkmasiyla yardimin gerekgesini yitirdigi ve
zamanla ortadan kalkacag: goriisii oldukga yaygindir. Bu goriis, dis yardimi yalnizca
Sovyetler Birligi’nin ¢evrelenmesi baglaminda kullanilan stratejik bir ara¢ oldugu
anlayisina dayanmaktadir. Fakat Soguk Savasi siiper gii¢ler arasi askeri ve stratejik
miicadeleyle indirgeyen bu yiizeysel anlayis, dis yardimlarin Sovyetler Birligi’nin
cevrelenmesindeki roliiniin yani sira kapitalist devletler arasindaki iliskileri
diizenlemede ve ¢ok tarafl1 kapitalist sistemin uluslararasi 6l¢ekte restorasyonunda
oynadig1 rolii yadsimaktadir. Ayrica, Soguk Savasi takip eden yillarda dis yardim
miktarlarinin siirekli olarak artis gosteriyor olmasi, yardimin var olma nedeninin
yalnizca Sovyetler Birligi’nin ¢evrelenmesi hedefiyle sinirli oldugu iddiasinin
gercegi yansitmadigini géstermistir. Bu noktada ¢calismamizin amaci dis yardimlarin
Soguk Savag sirasinda Sovyetler Birligi’nin ¢evrelenmesi baglaminda oynadigi
roliin 6nemini azimsamak ya da inkar etmek degil, yardimin roliiniin bununla sinirl
olmadigin1 gostermektir.

Di1g yardim Soguk Savas sonrast donemde yeni roller ve gorevler listlenmistir.

Ancak, dis yardimin gerekcesinin Soguk Savas’in sona ermesiyle ortadan kalktigini
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iddia etmek ne kadar yanlis ise, Soguk Savasin sonrasinda sistemler arasi kiiresel
miicadelenin ortadan kalkmasiyla dis yardimlarin iistlendigi yeni rol ve gorevler
sonucunda tamamen farkli ve yeni bir yardim mimarisinin ortaya ¢iktigini iddia
etmek de o kadar yanilticidir. Soguk Savas Sonrasinin ilk yillarinda kalkinma
yardimlarinda 6ne ¢ikan baskin tema yoksullugun azaltilmasiydi. 1990’lardan
itibaren Diinya Bankasi Onciiliigiinde 6n plana ¢ikan yoksullugun azaltilmasi ve
temel ihtiyaglara odaklanilmasina yonelik kalkinma yardimi stratejileri aslinda hig
de yeni degildi. Bu yoksullugun azaltilmasina yonelik sdylem ve stratejiler aslinda
calismamizda ele alinan 1970’lerde kalkinma anlayisinda 6n plana ¢ikan “temel
ihtiyaclar yaklasimi™ ile benzerlikler gostermektedir. Diinya Bankasi tarafindan
yayinlanan 1990 tarihli Diinya Kalkinma Raporu’nun ana temas1 Yoksulluk’tur.
Rapor, yoksulluga karst emek yogun bir biiyiime ile saglik ve egitim gibi temel
ihtiyaglarin etkin bigimde saglanmasindan olusan bir kalkinma yardimi stratejisi
onermektedir. Emegin iiretkenliginin artirilmasi ve 6zellikle mesleki becerilerin
gelistirilmesine yonelik egitim hizmetlerinin yoksullara ulastirilmasi, raporun en
onemli iki temasi arasindadir. Diinya Bankasi’na gore yoksullugun azaltilmasinda
en 6nemli unsur yoksullarin “en bol varligi olan emegin iiretken kullaniminin tegvik
edilmesi” olmalidir. Bu hedef dogrultusunda Diinya Bankas1 yoksullugu azaltmak
icin ikili ve cok tarafli donor kuruluslara emegin iiretkenligini artirmanin ve temel
ihtiyaclarin karsilanmasini merkeze alan bir yardim anlayisi benimsemelerini
onermektedir. Calismamizin bu baglamdaki temel varsayimi, yoksullugun
azaltilmasi kisvesi altinda Diinya Bankasi1 onciiliigiinde uluslararas1 donér camiasi
tarafindan yeniden kesfedilen fakirligi azaltmaya yonelik kalkinma yardimi
mekanizmalarinin Sovyet faktoriiniin ortadan kalkmis oldugu Soguk Savas sonrasi
donemde yoksul iilkelerdeki fakir niifusun kitleler halinde proleterlestirilmesinde
onemli bir rol oynadigidir. Calismamizda Birlesik Devletler Uluslararas1 Kalkinma
Ajanst (USAID), Birlesik Krallik Uluslararast Kalkinma Bakanligi (DFID) gibi
onde gelen dondrlerin Diinya Bankasi’nin kiiresel bir proletarya yaratmak amaclt
“yoksullugu azaltma” stratejilerini destekleyen tamamlayic1 yaklagimlari ve

uygulamalar1 somut Orneklerle gosterilmektedir. Bu baglamda “yeni kalkinma

312



mimarisi” kapsaminda uygulanan yardim stratejileri mercek altina alinmaktadir.
Diinya Bankasi 6nderliginde 1990’1 yillarda emegin iiretkenligini artirma yoluyla
yoksullugun azaltilmasi yaklasimi dis yardimin baskin temasi haline gelmistir. Bu
baglamda mesleki ve teknik egitime yonelik yardim projeleri 6n plana g¢ikarken,
dondrler genglerin ve kadinlarin piyasa ihtiyaglarina uygun nitelikli isgiicii haline
getirilerek “yoksulluktan kurtarilmasi™ni saglama amacli egitim ve sosyal altyapi
projelerine oncelik vermeye baslamistir. Bu ¢alisma, yoksul iilkelerdeki kitlelerin
yeterli mesleki becerilere sahip, ¢alismaya elverigli derece saglikli bir isgiicii
olusturarak “yoksullugu azaltma” stratejilerinin aslinda sermayenin ihtiyaglarina
uygun kalifiye bir proletarya olusturma c¢abasi oldugunu iddia etmektedir. Bu
baglamda yardim genel olarak ii¢ farkli sekilde kullanilmstir. Oncelikle, Soguk
Savag Sonrasi donemde dis yardim, teknik destek ve yonlendirme kisvesi altinda,
yardim alan iilkelerin sermayenin ¢ikarlari dogrultusunda esnek ve kuralsiz bir
isgilicli piyasasi olusturma kosuluna baglanmistir. Bu amagla yardim alan tilkelerin
isglicli piyasasi politikalarinin sermayenin c¢ikarlar1 dogrultusunda diizenlenmesi
veya gdzden gecirilmesi saglanmistir. ikincisi, yardim yoluyla egitim ve saglik
alanlar1 basta olmak ilizere saglanan temel ihtiyaclar, yardim alan iilkelerin
emeklerini satmak disinda bagka careleri olmayan yoksul niifuslarin1 sermayenin
istismarina agik kalifiye isgiliciine doniistirmeye hizmet etmektedir. Bu amag
dogrultusunda, Soguk Savas sonras1 donemde mesleki egitim, teknik isbirligi, insan
kaynaklar1 gelistirme programlari sektorlerin meydana gelen artis OECD Kalkinma
Yardimlar1 Komitesi’nin resmi kalkinma yardimi verilerinde de net bir bicimde
goriilmektedir. OECD-DAC iiyesi dondr iilkelerin Diinya Bankasi onciiliigiinde
emegin verimliligini artirma yoluyla yoksullugu azaltma amagli yardim
uygulamalar1 daha derinlemesine incelendiginde ise kaynaklarin yoksullarin ¢alisma
ve yasam kosullarinin iyilestirilmesi yerine iiretim araglarindaki bilimsel ve
teknolojik gelismeler dogrultusunda sermayenin degisen ihtiyaclarinin belirlenmesi
ve giderilmesine harcanmaktadir. Uretim araglarinda teknik ilerleme ve bilimsel
buluslara dayali ilerleme siireci meydana gelen degisim sermayenin siirekli olarak

yeni ve giincel mesleki ve teknik becerilerle donatilmis proletaryaya ihtiyag
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duymasina neden olmaktadir. Marx ve Engels’in ifade ettigi gibi, iiretim araglarinda,
dolayisiyla iiretim iliskilerinde ve dolayisiyla tiim toplumsal iligkilerde siirekli
devrim yapmaksizin burjuvazi var olamaz. Uretimde siirekli déniisiim ve bu
doniisiim dogrultusunda sermayenin degisen ihtiyaclarina cevap verebilecek teknik
bilgi ve beceriye sahip bir proletarya kapitalizmin en belirgin 6zelliklerinden biridir.
Di1s yardimlarin bu noktadaki rolii ise az gelismis iilkelerdeki yoksullari bu ihtiyaglar
dogrultusunda nitelikli is¢ilere doniistiirecek teknik bilgi ile becerileri ve kendilerini
yeniden iiretmelerini saglayacak temel ihtiyaclar: saglamaktir.

Yoksullarin ¢alisma kosullarinin iyilestirilmesinden ziyade, iiretim araglar1 ve
iretim iliskilerinde meydana gelen doniisiimler sonucu sermayenin degisen
ihtiyaglaria yanit verme amacl olan “emegin verimliligini artirma” ve “yoksullara
istihdam saglama” odakli bu kalkinma yardimi anlayist son yillarda dogal afet ve
insani krizlere yonelik saglanan “insani yardimlara” da yansimistir. OECD-DAC
iiyesi donor iilkeler giinlimiizde yasanan en agir insani krizlere “coziimii” afet ve
krizlerin kurbanlarini mesleki ve teknik becerilerle donatip, esnek, glivencesiz ve
ucuz isglicii olarak sermayenin eline teslim etmede bulmaktadir. Birlesmis Milletler
tarafindan “insani krizlere kalkinma odakli yaklagim” olarak nitelenen bu yaklasima
gore, savaglar ve iklim degisimi gibi pek cok farkli nedenlerle yerlerinden edilen
magdur insanlar ve gégmenler i¢in uzun vadeli ¢6ziim, emeklerinden baska satacak
hi¢bir seyleri olmayan bu insanlar1 giivencesiz isgiiciine doniistiirmektir. Bunun
yakin ge¢cmisteki somut drneklerinden biri donor iilkeler tarafindan ortaya atilan
Suriye krizi nedeniyle yerlerinden edilen gogmenlere komsu tilkelerde kurulacak
“0zel ekonomik bolgeler’de istihdam firsati saglanmasi Onerisidir. Bu tiir
uygulamalarin hem kriz magdurlar1 hem de bu magdurlara yardim saglayan tilkeler
acisindan “kazan-kazan” durumu olacagi iddia edilmektedir. Ancak 6zel ekonomik
bolgelerde asir1 uzun ¢aligma saatleri ve agir calisma kosullarina maruz birakilan
caresiz ve giivencesiz kriz magdurlar agisindan ele alindiginda, bu sdzde insani
yardim anlayisinin tek kazanan tarafi sermayedir.

Az gelismis iilkelerdeki yoksullarin teknik bilgi ve mesleki becerilerinin

artirilmasinin yani sira, dondrlerin lizerinde durdugu diger hususlar yeterli bilgi ve

314



beceriyle donatilmig proletaryanin isgiici piyasasina katiliminin saglanmasi ve
yardim alan iilkelerdeki yerel isgiicii piyasalarinin kiiresel kapitalist sisteme entegre
edilmesidir. Son yillarda, emek verimliliginin kalkinma ve yoksullugun
azaltilmasindaki 6nemine yapilan vurguya paralel olarak, Diinya Bankasi ve OECD-
DAC dondrleri, yardim alan {ilkelerdeki isgiiciiniin uluslararasi liretim zincirleri
araciligiyla kiiresel ekonomiye entegrasyonunun yoksullukla miicadelenin en
onemli unsuru oldugunu siklikla vurgulamaktadirlar. Bu baglamda, dis yardima
sermayenin ihtiya¢ ve Oncelikleri dogrultusunda yoksullarin iggiiciine katilimina
saglamada atfedilen rollerden bir digeri “kalkinmaya kiiresel deger zinciri
yaklasimi”nda kendini goOstermektedir. (global value chain approach to
development).

“Kiiresel deger zinciri” kavrami iiretim ve pazarlama siirecindeki (tasarim,
imalat, dagitim, pazarlama, satig sonrasi hizmetler) tiim faaliyetlerin maliyetlerin
distiriilmesi amaciyla ¢ok sayida alt pargcaya ayrilmasi ve bu pargalarin bir oncii
firma liderliginde farkl iilkelerde yerlesik ¢ok sayida tedarik¢i firmanin isbolimii
yapmas1 yoluyla gerceklestirilmesini ifade etmektedir. Uretim zincirine katilimin
kural ve kosullarini, ¢ogunlukla gelismis iilkelerde yerlesik olan ¢ok uluslu
sirketlerin olusturdugu oncii firmalar belirlemektedir. Bu baglamda, ana akim
kalkinma yaklagimi gelismekte olan {ilkelerdeki yerel firmalarin kiiresel deger
zincirine dahil edilmesinin yoksullukla miicadele agisindan en hizli ve en uzun
vadeli ¢ozliim oldugunu ileri siirmektedir. Bu baglamda, basta Diinya Bankasi ve
OECD-DAC iiyeleri olmak tizere, 6nde gelen ikili ve ¢ok tarafli dondr kuruluslari,
son yillarda kalkinma yardimlarinda “deger zinciri yaklasimi”n1 benimsemislerdir.
Bu cer¢evede, dondr kuruluslar yardim alan {ilkelerdeki yerel firmalarin,
bulunduklar1 sektérde kiiresel deger zincirine eklemlenmesini miimkiin kilacak
teknik ve sosyal altyapilar1 giliclendirmeye yonelik yardim projeleri
gerceklestirmektedir. Bu yaklasima gore, ilk hedef emek verimliligini artirma
yoluyla yardim alan iilkenin kiiresel isgiicli piyasasinda daha rekabetci olmast
saglamaktir. Boylelikle, kiiresel deger zincirinin Oncli firmalar1 emegin daha

“rekabet¢i” (ucuz, esnek, giivencesiz) oldugu bu iilkeleri zincire dahil edecektir.
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Ikinci olarak, kalkinma yardimi yoluyla teknoloji ve ekonomik altyapinin
gelistirilmesi yardim alan iilkenin kiiresel deger zincirine katilimin1 ve bu deger
zincirinden daha fazla pay alacak sekilde “terfi etmesini kolaylastiracaktir. Tiim
bunlar sonucunda yardim alan iilkelerin kiiresel deger zincirine rekabetci bir bigcimde
entegrasyonu fakirligin azaltilmasini saglayacaktir. Buradaki varsayim, az gelismis
iilkelerin emek verimliligi ve iiretim altyapisinin giiclendirilerek kiiresel deger
zincirine dahil edilmesi sonucu ortaya ¢ikacak isttihdam imkanlar1 ve ekonomik
biliylimenin, kaginilmaz olarak kendiliginden tiim toplumun yararina olacagidir.
Ancak bu varsaymm hi¢bir somut kanita dayanmamaktadir. Ote yandan ¢alismamizin
dordiincii boliimiinde somut 6rneklerle gosterildigi gibi, dondrlerin “deger zinciri”
odakl1 yardim yaklagimlarinda asil kaygi yoksullugu azaltmak degil, kiiresel deger
zincirinin bir pargasi olan az gelismis iilkelerdeki firmalarin verimliligini ve
isgiliciiniin rekabet¢iligini artirmaktir. Bu noktada ¢calismamiz, yoksullugu azaltmada
hatta yoksulluktan kurtulmada bir “firsat” olarak sunulan kiiresel deger zincirlerinin,
emegin sOmiiriisii ve kiiresel yoksullugu yeniden iireten “kiiresel sefalet zincirleri”
oldugunu iddia etmektedir. Bu amagla, kiiresel deger zincirlerindeki asir1 agir, diisiik
ticretli, giivencesiz ve hatta insanlik dist ¢alisma kosullarina iligskin arastirmalara yer
verilerek, “deger zinciri” yaklasimmi benimseyen kalkinma yardimi
uygulamalarinin aslinda yoksullarin daha da yoksullagmasina ve sermaye tarafindan
daha kolay bicimde somiiriilmelerine hizmet ettigi gosterilmeye c¢alisiimistir.
Yardim alan iilkelerin ekonomilerinin daha verimli ve {iretken olmalarina yonelik
saglanan “yardimlar” yoksullarin emeginin kiiresel 6l¢ekte somiiriisiiniin yaninda,
donor iilkelerdeki sirket ve iscgilere de rekabetci bir baski olusturarak kiiresel
kapitalist sistemin devamlilig1 ve derinlestirilmesine hizmet etmektedir.
Calismamiz, ana akim kalkinma ve yardim yaklasimlarinin yoksulluga ¢are ve
¢ikis noktasi olarak sundugu “kapitalist iretim” alanini1 yoksullugun ortaya ¢iktigi
yer olarak degerlendirmektedir. Yoksulluk ve esitsizlik kapitalist iiretim iligkilerinin
yanlis ya da eksik isleyisi ile ilgili degildir. Tam tersine, yoksulluk, kapitalist piyasa
mekanizmasi, diizglin ya da carpik, bir bigimde isledigi i¢in vardir. Bir baska

ifadeyle, yoksulluk ve sermaye birikimi ayn1 madalyonun iki farkli yiizii gibidir. Bu
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noktada, dig yardimlar kapitalist sistemin ayrilmaz bir parcasi olan “yedek sanayi
ordusu”na yonelik olarak da onemli gorevler iistlenmistir. Emek {iretkenligi
artarken, istihdam edilen isgiiclindeki goreli azalma sonucunda, artan yedek sanayi
ordusu istthdam edilen isgilerin iicretlerinin asagiya c¢ekilmesine hizmet eder.
Kapitalist birikim siirecinin geregi olarak ortaya ¢ikan bu art1 niifus sermayenin
cikarlar1 agisindan gereklidir. Istihdam edilen isciler, bu art1 niifusun yarattig
baskiyla uzun ¢aligma saatlerine ve diisiik iicretlere boyun egmek durumunda kalir.
Ancak {icretleri asagiya ¢ekmeye olan katkisi, yedek sanayi ordusunun isgiicii
piyasast ile iligkisini kesmemesi ve 6nemli bir boliimiiniin aktif olarak is aramaya
devam etmesiyle miimkiin olabilir. Bu art1 niifus, sermaye ihtiyag duydugunda
tekrar istihdam edilecek sekilde her an el altinda bulundurulmalidir. Ote yandan,
yedek sanayi ordusu sistem agisindan tehdit olusturma potansiyeline sahip
oldugundan sistemden umudunu tamamen kesecek sekilde marjinalize edilmemesi
gerekir. Iste bu noktada, yardimin az gelismis iilkelerde yedek sanayi ordusunun
kendisini yeniden {iretmesini saglamak ve devrimci egilimlerin Oniine ge¢cme
amaciyla minimum temel ihtiyaclar1 saglama gibi bir islevi de s6z konusudur. Bir
diger ifadeyle, yardim yedek sanayi ordusunun iglevini yerine getirirken kendini
yeniden liretmesini saglama amagli bir sosyal giivenlik mekanizmasi iglevi goriir.
Yeni dis yardim mimarisi kapsaminda 6ne ¢ikan konulardan birisi de say1 ve
goriiniirliikleri son yillarda giderek artmakta olan “yiikselen dondrler”dir. Kalkinma
yardimlarinin yeni aktorleri olarak degerlendirilen yiikselen dondrlerin geleneksel
kalkinma mimarisini ve yardim uygulamalarina meydan okuduguna dair tartismalar
kalkinma caligmalarinin ayrilmaz bir pargasi haline gelmistir. Kimileri kalkinma
yardimlarinin bu yeni aktorlerini kural ve sinirlarini OECD-DAC’in belirledigi
geleneksel dig yardim mimarisine tehdit olarak algilarken, kimileri de yiikselen
donorlerin ortaya koydugu yeni yardim modaliteleri ve igbirligi modellerini bir
cesitlilik ve firsat olarak degerlendirmektedir. Aslinda, yiikselen dondrlere iliskin
tartigmalar, tek bir ylikselen dondr iizerinde yogunlagmaktadir. Bu “yeniden”
yiikselen dondr Cin’dir. Basit bir literatiir taramasi geleneksel dondrlerin yiikselen

donorlere yonelik ifade ettikleri korku, kaygi ve elestirilerin dogrudan ya da dolayl
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olarak Cin’i hedef aldigin1 gdstermektedir. Bu nedenle ¢alismamiz en 6nde gelen
“yiikselen dondr” Cin’e odaklanarak yardimin Soguk Savas sonrast donemde
sistem-i¢i miicadeledeki rol ve etkisini gdstermeye ¢aligmaktadir.

Batida akademik ve siyasi ¢evreler Cin'in yardim uygulamalarmi “haydut

99 ¢c 99 ¢¢

dondr,” “zehirli yardim,” “Cin emperyalizmi” gibi kavramlarla tanimlamakta, Cin'i
kiiresel kalkinma yardimi1 mimarisini sabote etmekle su¢lamaktadir. Buna gore, Cin
alternatif finans kaynagi olarak Batili dondrlerin demokratiklesme, iyi yonetisim ve
reform sartiyla verdigi yardimlarin etkisini azaltmaktadir. Bunun da 6tesinde insan
haklar1 ihlalleri ve anti-demokratik yonetim uygulamalariyla taninan hiikiimetlere
kredi ve hibe saglamaktadir. Ornegin, 2012 yilinda, dénemin Amerika Birlesik
Devletleri Disisleri Bakani Hillary Clinton Afrika {ilkelerini “Cin emperyalizmi”ne
karg1 uyarmistir. Cin’in yardim politikalarini hedef alan elestiriler ABD Baskani1
Donald Trump'in  Ulusal Giivenlik Danismani John Bolton ve ABD Baskan
Yardimcis1 Mike Pence tarafindan da yinelenmistir. Benzer uyarilar ve elestiriler
Bati Avrupa’daki pek cok siyaset¢i ve akademisyen tarafindan dile getirilmeye
devam edilmektedir.

Calismamizda Cin Halk Cumbhuriyeti’nin yardim alan {ilke ve donér iilke
olarak tecriibeleri tarihsel siire¢ igerisinde incelenmektedir. Cin aslinda bir yiikselen
dondr degil, olsa olsa yeniden yiikselen dondr olarak nitelendirilebilir. Yakin
zamana kadar yardim alan bir iilke olan Cin, ayn1 zamanda 1950’li yillardan bu yana
dis yardim saglayan eski bir dondrdiir. Hatta giiniimiizde OECD-DAC iiyesi pek ¢cok
dondr tlilkeden daha eskilere dayanan bir dis yardim tecriibesine sahiptir. Cin Halk
Cumbhuriyeti’nin kullandig1 yardim modaliteleri ve yardim kurumlarinin ortaya
cikmasi ve sekillenmesinde Cin Halk Cumbhuriyeti’ne 1950’li yillarda yardim
saglamaya baslayan Sovyetler Birligi’nin ekonomik igbirligi modelinin etkilerine
rastlanmaktadir. Daha sonra 1960’11 yillarda “Cin-Sovyet ayrilig1” sonrasinda Cin,
Uciincii Diinya iilkelerinde Sovyetler Birligi ile “yardim savaslarina” girmis ve
Sovyetler Birligi ile kalkinma igbirligi yapan iilkelere yardim yapmayi reddederken,

Sovyet Birligi’nin Afrika ve Asya iilkelerindeki kalkinma isbirligi girisimlerini

baltalamaya kalkismistir. Bunu yaparken de ge¢cmiste Sovyetler Birligi’nden aldigi
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yardimlar esnasinda 6grendigi ve kendi yardim uygulamalarina uyarladigi modalite
ve mekanizmalar1 kullanmistir. Yine de 1978'de baslayan "reform ve disa agilma"
donemine kadar Cin’in kalkinma yardimlarinin anti-emperyalist ve komiinist blogun
dayanigsmasina yonelik oldugu sdylenebilir. Ancak 1978 sonrast ekonomik reformlar
ve disa acilma politikas1 g¢ercevesinde Cin dis yardimi kapitalist sistem ile
biitiinlesmede bir arag olarak kullanmaya baslamis ve dis yardim, ticaret ve yatirimi
harmanlayan bir kalkinma isbirligi yaklasimi benimsemistir. Bu yeni yardim
yaklasiminda da Batili dondrler ve Japonya’'nin etkisi goriilmektedir. Bu baglamda,
Cin’in yardim modeli ¢cok da yeni ve kendine 6zgii degildir.

Giiniimiizde Cin, Afrika basta olmak iizere pek ¢ok gelismekte olan iilkede
ekonomik altyapry1 gelistirmeye yonelik yardim projeleri gerceklestirmekte,
otoyollar, tren yollari, limanlar insa etmekte ve insan kaynaklarini gelistirmeye
yonelik teknik yardim ve egitim projeleri gergeklestirmektedir. Boylece Cinli
girisimciler ve devlet isletmeleri yardim saglanan bu iilkelerde dogal kaynaklara ve
minerallere ulagsmaktadir. Ekonomik altyapi alaninda saglanan yardimlarla yapilan
yol ve limanlardan Cin’e gereksinim duydugu kaynaklar ve madenler giderken, ayn
yollardan Afrika’ya ticaret ve tarim yapmak icin Cinli girisimciler gelmektedir. Bu
altyapi projeleri yalnizca Cinli girisimcilere degil, ayn1 zamanda Batili girisimcilerin
amag ve ¢ikarlarina hizmet etmektedir. Bu baglamda Cin ekonomik altyap1 ve insan
kaynaklarmi gelistirme projeleriyle yardim sagladigi bolgeleri kapitalist sisteme
dahil edip, buralar1 sermayenin somiiriisiine, yagma ve talanina agma hususlarinda
Batili donoérlerin uygulamalarina destek saglamakta ve onlar1 tamamlamaktadir. Bir
yandan neoliberal tarihsel blogun ¢ikarlarina hizmet ederken, “Cin tipi yardim”
neoliberal tarihsel blogun i¢indeki catisma ve siirtiismelerde de rol oynamaktadir.
Bu noktada yiiksek profilli “Tek Kugsak Tek Yol” projesi kapsaminda pek ¢ok iilkede
baslatilan altyap1 yardimlar1 dikkat c¢ekicidir. Bu ¢er¢evede Soguk Savas sonrasi
donemde dis yardim sistem-i¢i miicadelenin bir pargasi olarak karsimiza ¢ikmakta
ve Cin kalkinma isbirligi modeli kapitalist kalkinma modeline bir alternatif

sunmamaktadir.
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Calismamizin son boliimiinde dis yardimlarin miktarlari ile sektorel ve cografi
dagilimlarina iligkin OECD verileri irdelenmektedir. OECD’nin resmi kalkinma
yardimlarini hesaplama ve raporlamadaki eksiklikleri ve tutarsizliklari ¢alismamizin
ilgili bolimiinde gosterilmistir. Bu baglamda resmi kalkinma verileri siiphe ve
ihtiyatla yaklasilmaktadir. Bunlar1 aklimizda tutarak, diinya genelinde yardima
iliskin en kapsamli rakam ve istatistikleri saglayan OECD verilerine iligkin bir
inceleme yine de ¢aligmamizdaki varsayimlari sinamak ve desteklemek acisindan
onem tagimaktadir. OECD verileri Soguk Savas Sonrasi donemde 6zellikle sosyal
altyapilarin gelistirilmesine yonelik OECD-DAC donérlerinin yardim miktarlarinda
gozlenen artis, dis yardimin yoksullarin kiiresel baglamda proleterlestirilmesinde
oynadigi role iliskin iddialarimizi desteklemektedir. Ote yandan, Cin dis
yardimlarini OECD’ye raporlamadigindan, Cin’in dis yardimlarina iliskin ilgili
kurumlar tarafindan yayinlanan resmi veriler iizerinden bir inceleme yapilmistir.
Ozellikle fiziki altyapilar, teknik yardim ve mesleki egitim alanlarindaki yardim
verileri, “Cin tipi yardim”m yardim alan {ilkeleri kapitalist sisteme dahil etme ve
yoksul niifusun proleterlesmesine katki saglama anlaminda OECD-DAC iiyesi
dondr iilkelerin yardim uygulamalariyla uyumlu oldugu ve onlari tamamladigina
dair iddiamiz1 destekler niteliktedir.

“Yeni dis yardim mimarisi” kapitalist sistemin devamliligt  ve
konsolidasyonuna hizmet etmede oynadigi rol acisindan, Soguk Savas donemindeki
“geleneksel kalkinma yardimi mimarisi’nden tam bir kopus ifade etmez. Ancak
Sovyet faktoriiniin yoklugunda kapitalist iliskilerin kiiresellesmesi ve yoksullarin
kiiresel baglamda isgiiciine katilimini saglamasi agisindan tstlendigi yeni roller ve
aldig1 yeni bigimler a¢isindan tam olarak bir devamliliktan da bahsetmemiz miimkiin
degildir. Ancak bu durumu kurallar ve kurumlar agisindan yeni bir yardim mimarisi
olarak adlandirmak anlamsizdir. Bu ¢alisma, Soguk Savas Sonras1 donemde Diinya
Bankas1 ve OECD-DAC onciiliiglinde kalkinma yardimlarinin yoksullarin
proleterlestirilmesi ve kapitalist sistemin siirdiiriilmesinde tistlendigi farkli rolleri
somut drnekleriyle ele almaktadir. Calismamizin bu baglamda vardigi sonuglardan

biri, sozde yeni yardim mimarisinin temel 6zellikleri olarak sunulan “dondrler arasi
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uyum” ve “yardimlarin koordinasyonu” gibi kavramlarin, yardimlarin bu amaglar
dogrultusunda kullanilmasinda dondrler arasinda birlik, uyum ve disiplin saglama
amaclt oldugudur. Bir baska ifadeyle, Diinya Bankasi oOnciiliigiinde dondrler
tarafinda “yoksullugu azaltma” stratejileri olarak pazarlanan kiiresel oOlgekte
yoksullarin proleterlestirilmesi amacli hegemonya kapsaminda dondrler uyumlu ve
tutarlt davranmazlarsa, yardim alan iilkelere dayatilan kosullarin etkisini azaltma ve
yardim alan {ilkeler karsisinda birbirlerini baltalama tehlikesi bulunmaktadir. Bu
nedenle sézde “yeni yardim mimarisi” yardim alan tlkeleri oldugu kadar donor
iilkeleri de disiplin altina alma amaci tasiyan “eski resmin yeni ¢ergevesi” olarak
degerlendirilebilir. Calismamizin bakis agisindan, Soguk Savas Sonrasi donemde
stirekli olarak giindemde olan “yeni dis yardim mimarisi,” toplumsal ve kurumsal
iliskileri yoksullarin kiiresel baglamda proleterlestirilmesini hedefleyen hegemonik

projede dis yardimin {istlendigi yeni rol ve gorevlerden ibarettir.
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