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Foreign Aid Has Flaws. So What?

By NICHOLASD. KRISTOF

Don't tell anyone, but a dirty little secret within the foreign aid world is that aid often doesn't work very
well.

Now that truth has been aired (and sometimes exaggerated) in a provocative new book by William
Easterly, "The White Man's Burden." Mr. Easterly, aformer World Bank official who is now an
economics professor at New Y ork University, has tossed a hand grenade at the world's bleeding hearts
— and, worst of al, he makes some valid points.

Let me say right off that stingy Republicans should not read this book. It might inflame their worst
suspicions.

But the rest of us should read it, because there is a growing constituency for fighting global poverty, and
we need to figure out how to make that money more effective.

| disagree with many of Professor Easterly's arguments, but he's right about one central reality: helping
people can be much harder than it looks. When people are chronically hungry, for example, shipping in
food can actually make things worse, because the imported food lowers prices and thus discourages
farmers from planting in the next season. (That's why the United Nations, when spending aid money,
triesto buy food in the region rather than import it.)

On one of my last tripsto Darfur, | had dinner at arestaurant in Nyala called K2. Out back were 18 big
white S.U.V.'s belonging to the U.N. and aid groups; that amounted to nearly $1 million worth of
vehicles, in a country where people are starving.

The aid workers are struggling heroically in a dangerous and difficult place, and | don't begrudge them
reliable vehicles. But something seems wrong when international agencies are more successful at
maintaining S.U.V.'s than clinics. (One reason is that budgeting is often done annually, and one of the
ways to spend agrant in asingle year isto buy avehicle.)

It's well-known that the countries that have succeeded best in lifting people out of poverty (China,
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Singapore, Malaysia) have received minimal aid, while many that have been flooded with aid (Niger,
Togo, Zambia) have ended up poorer. Thus many economists accept that aid doesn't generally help poor
countries grow, but argue that it does stimulate growth in poor countries with good governance. That
was the conclusion of a study in 2000 by Craig Burnside and David Dollar.

Professor Easterly repeated that study, using alarger pool of data, and — alas — found no improvement
even in countries with good governance.

Saddest of all, Raghuram Rgjan and Arvind Subramanian of the International Monetary Fund have
found that "aid inflows have systematic adverse effects on a country's competitiveness.” One problem is
that aid pushes up the local exchange rate, discouraging local manufacturing. Mr. Subramanian also
argues that aid income can create the same kinds of problems as oil income — that famous "oil curse"
— by breeding dependency and undermining local institutions.

All these findings can be pretty shattering to a bleeding-heart American. But cheer up.

Some other studiesindicate that aid does improve growth (economists don't agree about this any more
than they agree about anything else). And whatever the impact on economic growth rates, aid definitely
does something far more important: it saveslives.

For pennies, you can vaccinate a child and save his or her life. For $5 you can buy afamily alarge
mosquito net and save several people from malaria. For $250, you can repair ateenage girl'sfistula, a
common childbirth injury, and give her alife again.

The Center for Globa Development, a Washington think tank, has published aterrific book, "Millions
Saved," demonstrating how health projects have saved lives. Eradicating smallpox and reducing river
blindness have improved the lives of more people for less money than ailmost any investment
imaginable. In Darfur, we haven't done nearly enough. But our aid shipments have kept alive hundreds
of thousands of people.

For my whole adult life, I've sponsored children through Plan USA, and in visiting my "adopted" child
in places like the Philippines and Sudan, I've seen how the kids' lives are transformed by American
sponsors. Aid isno panacea, but it isalifesaver.

o let's not shy away from a conversation about the effectiveness of aid. The problems arereal, but so
are the millions of people alive today who wouldn't beif not for aid. In the end, if we have tough
conversations about foreign aid, then | believe Americans will acknowledge the challenges — and then,
clear-eyed, agree to dig more deeply than ever, for that is simply the best way we have of asserting our
own humanity.
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