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Raymond Fisman, Lambert Family Professor of Social Enterprise, Columbia Business School, Columbia University, Co-author, Economic Gangsters: Corruption,
Violence and the Poverty of Nations.
- Outline: not laying out a grand theory
- Instead, spell out central debate in foreign aid world, centering around corruption
- Then offer principles that can reduce the opportunity for corruption
- The history of foreign aid has included rustic monuments to good intentions
- This begs the question: why was money spent this way?
- If we look at effectiveness, sub-Saharan Africa has been a magnet of foreign aid
- If we look at economic development, this region is not richer now than in 1960
- At the same time, many countries that spurned foreign aid - China, India, the East Asian Tigers — all experienced 'growth miracles'
- So: did aid help at all? and How can we do better if aid was not applied effectively?
- Sadly, there is no obvious answer
- We can return to the question of whether we should give aid at all? If so, should it be increased or decreased dramatically?
- Dambisa Moyo argues that aid is bad
- Repackage old argument that aid is responsible for impoverishment
- That aid enables a culture of dependency and corruption
- The most illuminating reply to this came from an interview with S. Colbert, who asked
- So what you are saying is that Africans need to pull themselves up by their own bootstraps. Should we not send them bootstraps?
- Her argument does hinge on an important point: corruption
- Corruption has been explained as a symptom of poverty. (need food, education, if create governing institutions)
- Similarly, William Easterly remains skeptic and argues against aid
- On the other side, of course, are the Bill Gates’s and Jeff Sachs’s who take a ‘Poverty Trap’ view
- Sachs: SSA is stuck in poverty trap, remaining unable to buy food, school, health - remain destitute
- This, he argues, begets further destitution — thus need an external push
- A big push is expensive — Sachs claims an end to poverty is possible with a 5-fold increase in foreign aid
- Sachs’ Millennium Village Project is his attempt (questionable findings/study)
- Moyo et al would argue that this 5 fold increase would be wasting money 5 times as fast
- Easterly claims corruption is part of the problem of how aid is given by West
- Like Soviet planners, economists sit at the Kremlin and decide how many x’s are needed- Suggest lenders have no clue of what is really needed
- So these are two extreme views put forth by somewhat reasonable people
- Neither of them are as strict (e.g. stop writing checks vs. send money to corrupt bureaucrats)
- So framing of these arguments obscures the all important question
- How is aid administered?
- Remain a hopeless pragmatist
- Budgets of aid will not increase 5 times nor will they be cut to zero
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