Godet and Gokcekus on U.S. Economic Support Funds

To the Editor:

In “The Development Challenge,” (March/April 2005) Jeffrey Sachs describes how much developed countries are giving and how much they should give.  However, Sachs makes pointed claims about U.S. development assistance without providing clear evidence.  Specifically, he states that about 45% of total U.S. bilateral assistance is given to 17 recipients through Economic Support Funds (ESF). This troubles Sachs in three ways: first, many of these countries are not “high development priorities” (this is true, only three are on the UNDP list of Least Developed countries). Second, he states that “Economic development is a side effect, not a basic objective of such aid.” Third, he claims, “In many cases, ESF supports corruption or allows a government to reduce its own development spending to free up funds for its military” (page 81). On these two claims, Sachs is wrong.

To test Sachs’s first claim that economic development is not a main goal of ESF, we reviewed the congressional budget justification for the allocation of funds to the 17 recipients he lists. In all of these cases, the primary aims of the ESF include: improved health care and education access, development of the private sector and markets, access to water, improved governance/rule of law, the development of democracy, natural resource management, etc.—all of which are basic development goals. Thus, economic development is a main goal; the difference is simply that these countries also have geopolitical value to the U.S. and are thus given preference.

To test Sachs’s second claim, that ESF increase corruption, we conducted regression analyses.  We regressed Transparency International’s Corruption Perception Index for 2003 against ESF (the CPI measures levels of perceived corruption in different countries on a scale from 0 to 10, with a larger number indicating a lower degree of corruption. For details, see Lambsdorff, 2004, 282-287, http://www.transparency.org/cpi/2003/dnld/framework.pdf).  The average CPI for the recipient countries is 3.3 and the median is 3.1. Our ESF sample includes the 17 recipients listed by Sachs, plus seven other large ESF recipients (ESF figures taken from the USAID Greenbook, available at: http://qesdb.cdie.org/gbk/). We found that ESF has a statistically significant impact on corruption: An additional $1 million in ESF (over ten years) improves the CPI by 9-10% (0.29 points on the CPI). To check the robustness of this finding, we conducted a series of additional regressions to control country specific characteristics, which are empirically proven to be significant in the corruption literature, i.e., the ethno linguistic fragmentation index, Freedom House’s press freedom index, and the Percentage of Protestants within the country.  In these additional regressions too, higher ESF helps to reduce corruption.


Our brief analyses of ESF evidence refutes Sachs by showing that ESF funds (1) do primarily aim to improve economic development and (2) actually decrease the level of corruption for the recipients. Sachs’s contention that these countries are not the highest development priorities is true.  However, we might suggest that the development community begin framing their requests for aid in terms of U.S. geopolitical strategies.  Doing so offers U.S. politicians important political cover for requesting aid.  Countries that have been perennially overlooked for aid—especially African countries—could frame their appeals in terms of global health concerns, rising anti-American sentiment, and the overall economic benefits for the U.S. as markets expand into the developing world.  Sachs’s point that more development aid is needed in the Least Developed Countries is correct and important; however, by re-framing the logic for providing this aid, we may see more success in obtaining it.
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