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EFFECTIVENESS OF AID 
AS A STRATEGY OF REDUCING

HARMFUL DISPARITIES
 

There are two types of foreign aid: bottom-up, which

is from charity-based organizations to governments;

top-down, which is from government leaders’ task

distribution toward responsible personnel. Similarly,

there is private and public foreign aid. For instance,

NGOs (non-governmental organizations) and

charities like Oxfam and Red Cross are examples of

private aid providers. Oppositely, USAid provides

aids in public approaches as they are bilateral:

government-to-government and the United Nations,

World Bank, and IMF (International Monetary Fund)

are multi-lateral: many governments to global-scale

organizations with different branches. There are

even foreign-aid fundraising events like the Live Aid

concert, which utilizes celebrities to publicize the

necessity for public donations to save Africans. 

However, most economists argue that foreign aid is

ineffective and unsustainable in reducing disparities

as it creates a structure of reliance and dependence

on the aids, causing government corruption, driving

local industries out of business. Simultaneously, aid

is quintessential for countries’ recovery from

unforeseen circumstances like natural disasters and

disease prevalence and its potential to resolve

poverty traps in LEDCs (less-economically-developed

countries). Hence, aids are mandatory when applied

as a band-aid (temporary) solution but redundant

and economically detrimental long-term. Thus, it

does not foundationally reduce harmful disparities.

Foreign aid is effective in resolving short-term

difficulties and struggles. For instance, Columbia

University professor and economist Jeffrey Sachs

believe that foreign aid can alleviate the poverty trap

because the poverty-stricken population struggles

for savings. So, if they receive aids, the saving gap is

filled, allowing them to escape the vicious poverty

cycle. 

B Y  S T E V E N  Y E H
L A Y O U T  B Y  S E O H Y E O N  K I M

Professor Sawa Quiviger (B.A. McGill

University, M.A. The London School of Politics

and Economics) defines foreign aid as the

transfer of services, goods, or money from

governments or organizations to the

recipient government and population

(beneficiary).
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However, without countries’ increase of employment

opportunities and education quality, the aid-money

would be spent on purchases instead of long-term

investments like education. For instance,

unemployment means no source of income to

sustain the wealth. Therefore, governments should

align infrastructures with the purpose of foreign aid. 

Otherwise, it would be an abyss-like investment with

no outcome. For instance, as Zimbabwean

Economist, Dambisa Moyo, (M.A. Harvard University,

Ph.D. University of Oxford) reaffirms, that in Africa,

infrastructure like education and employment

opportunities must be in level with each other, since

investing in education after using foreign aid would

only result in fostering a group of the educated

population who are jobless. Because of foreign aid’s

limitation in changing the “big economic picture”

into prosperity, it is up to the government to provide

equal opportunities for citizens, not the one-facet

economic-support aid. Still, aids are indisputably

crucial for humanitarian and disaster relief.

Entrepreneur and philanthropist Bill Gates explicitly

stated statistics in his annual report, confirming the

outcome of eradicating millions of cases of HIV/AIDs,

tuberculosis, and malaria since the year 1998.

Nevertheless, countries in Africa rely on treatment

services from NGOs like Red Cross and Oxfam, and

global UN organizations reported in the Poverty Inc.

documentary. So this hinders African leaders’

motivation of investing in education for more

locally-based doctors.

Consequently, foreign aid causes corrupt

governments, because as Dr. Jason Hickel (Ph.D.

University of Virginia) suggested, foreign aid is

making governmental leaders lazy since there are

free suppliers of services, goods, and money from

foreign countries. 

Plus, even if it seems like an advantage of Africa, they

have an unsuccessful economy, with a GDP per

capita gap of nearly four times away from the

industrialized countries like the United States and

the United Kingdom, collectively known as the

“richer” hemisphere called the global north.

Moreover, it is a lucrative construct that allows these

countries to gainfully manipulate finances to receive

trillions of dollars back from giving foreign aid.

Poverty Inc. also revealed that most money goes to

the employees of foreign-aid organizations instead

of the beneficiary. So, Economist Dambisa Moyo

strongly suggests a five-year systematic plan for

African countries to reject foreign aid and become

economically and socially independent. Indeed, it is

the government’s responsibility to provide health-

care services and establish strong foundations of

infrastructure because the African population

elected their presidents. Foreign resources should

never structure the African society. 

Furthermore, foreign aid drives local industries out

of business, as indicated in the Poverty Inc.

documentary. For example, after Haiti’s earthquake,

NGOs sent rice to the population, but because they

are free, people did not purchase the local rice,

which puts local farmers out of business. After the

EU donated free clothes to Kenya, there were no

longer apparel manufacturers that use local Kenyan

cotton. According to Professor Sowa Quiviger, there

is the Principal-Agent Problem, also known as the

Knowledge problem, where the donors do not know

what the recipient needs to grow into prosperity,

which causes unnecessary donations that people do

not need, thus ineffective.

In brief, though it is short-term effective, it is

unsustainable long-term because it causes corrupt

government and dependence structure and drives

local industries out of business, along with the

Principal-Agent Problem.
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