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United States

American soft power

The effort to transform the aid business

usAID is changing the way it tries to do good in the world

AJIV SHAH, a former head of the United

States Agency for International Devel-
opment (USAID), took his team out for
drinks to celebrate their hard work in the
immediate aftermath of the Haiti earth-
quake in 2010. Mr Shah footed the bill him-
self. Funding at UusAID didn’t stretch that
far. But in a cordoned-off area of the bar he
spotted a USALD contractor hosting a simi-
lar celebration. They were enjoying food
and drinks—on the government’s dime.

It is tales like this that convince Ameri-
can taxpayers that aid funding is squan-
dered. America is relatively stingy, given
the size of its economy. Total official devel-
opment assistance in 2022 was just over
0.2% of gross national income. But that is
enough to make the country the world’s
largest donor, ahead of Germany and Ja-
pan. USAID, the arm of the government that
is responsible for dishing out much of that
funding, committed $32.5bn last year, a
figure that has climbed markedly over time
(see chart). As Joseph Nye at Harvard Uni-
versity puts it, investing in poor countries
is a way to both win over foreign govern-
ments and “engender a sense of gratitude”
towards America. “One shouldn’t neglect
the fact that aid has a hard-power
dimension as well as a soft-power di-
mension,” says Mr Nye.

But usaID’s work doesn't always make
America look good. The agency is derided
for putting bureaucratic process before
real progress. Only a handful of big organi-
sations can handle vast usa1p awards and
the onerous reporting requirements they
come with. A study of three years of the
agency’s spending published in 2019 found
that over 40% of awards achieved, on aver-
age, just half the results intended. Its work
in Haiti has become a symbol for waste in
the aid industry. A $124m programme to
build an industrial park created a tiny por-
tion of the expected 65,000 jobs and boot-
ed hundreds of farmers off their land.
Plans to expand a nearby port failed,
though UsAID shelled out $72m on it.

Thanks to the war in Ukraine and the
covid-19 pandemic, which have spurred
aid spending (see map), the agencyisin the
spotlight. Lawmakers from both sides of
the aisle are pushing it to be more efficient
and innovate. And the current USAID chief,
Samantha Power, a Pulitzer prize-winning
historian of genocide and former ambassa-
dorto the UN, is hanging her reputation on
plans to overhaul the agency. “I don't want
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to exaggerate the degree to which we can
snap our fingers and shift the way we do
business or the shift in mindset that this
entails,” she says. Still, two years into her
term, efforts to cut red tape, hire more staff
and open the door to new partners suggest
ashiftis, indeed, under way.

Aid and a bet

To understand USALD, start from its begin-
ning. The agency was set up by President
John E. Kennedy in 1961 to bring America’s
foreign assistance under one umbrella.
There was never any pretence of altruism.
USAID is obliged to use American suppliers
even when they are vastly more expensive.
The goal, as Maura O'Neill, a former inno-
vation chief at the agency, puts it, was to
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“catalyse more South Koreas and less
North Koreas”. In the 1990s talk of waste
mounted and calls to abolish the agency,
led by Senator Jesse Helms, grew louder.
The workforce was slashed by 30% be-
tween 1995 and 2000. The agency still sees
itself as rebuilding from that nadir.

At that Washington bar Mr Shah put his
finger on the root of USAID’s inefficiency:
its stratified way of operating. As at most
aid agencies, its staff design projects but
don’t run them themselves. Its funds gen-
erally go to big international organisa-
tions, including UN agencies, internation-
al non-profit groups and private-sector
contractors. A handful of firms in the
Washington area, like ABT Associates, Che-
monics International and Palladium, have
been nicknamed the “Beltway Bandits” for
their ability to grab government funds.
These intermediaries then identify organi-
sations doing good work on the ground,
and hand out money via layers of subcon-
tracts, grants and other awards. USAID staff
getinvolved in monitoring that work.

For an agency that has Congress breath-
ing down its neck, using middlemen is a
way to reduce risk. USAID partners have to
fill in environment evaluations, gender as-
sessments and myriad other bits of paper-
work in return for taxpayers’ money. Its
partners have legions of lawyers and book-
keepers to meet the rules. These interme-
diaries take the blame if projects go wrong.
What they offer is “compliance as a ser-
vice”, says Prashant Yadav at the Centre for
Global Development, a think-tank.

But this is an expensive way to do good
in the world. Data from the Share Trust, a
non-profit group, suggest that aid agencies
could save 32 cents of each dollar they
spend through overhead and salary costs if
they used local intermediaries.

Across the globe, aid agencies are trying
to hand more money directly to local
groups, an effort known variously as “lo- p»
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» calisation” and “decolonising aid”. In 2016
donors and aid organisations struck a
“grand bargain”, vowing to provide 25% of
global humanitarian funding to local re-
sponders by 2020. Yet that target was
missed by a wide margin.

It is impossible to put a number on
UsalD’s performance versus other aid
agencies, says Raj Kumar of Devex, an aid-
focused news group: the data are too
patchy. But Mr Kumar says the Swedishand
Norwegian governments have historically
been considered leaders in the quality of
aid delivery, including localisation. Count-
less aid workers say UsA1D stands out for
being the hardest agency to work with.

Successive American administrations
have pushed for more localisation. Under
President Barack Obama the agency set a
target (which it missed) of handing 30% of
funding directly to local groups by 2015. In
the Trump era, the “Journey to Self-Reli-
ance” strategy justified localisation as sav-
ing taxpayers’ money. For the current ad-
ministration, says Donald Steinberg, a
USAID veteran now leading the localisation
push, itisa way of “changing the power dy-
namics” and recognising that local groups
are best placed to solve local problems. Ms
Power has set a goal of directing 25% of
usAID funds to local organisations by 2025.

There is a long way to go. Publish What
You Fund, a campaign for aid transparen-
cy, had a crack at analysing usaiD funding
between 2019 and 2021 in ten countries, in-
cluding Haiti, Jordan and Kenya. It reckons
that between 6% and 1% of country-level
spending goes directly to local groups, de-
pending on how you define “local”.

Power shifts

In a bid to push that figure higher, UsA1D is
changing the way it works in three ways.
First, an organisational reboot is under
way. To give staff the time to seek out new
partners, USAID has asked Congress to in-
crease its staffing by 38% by 2025. On aver-
age, a USAID contract officer dished out
$77.6m a year over the past five years, more
than five times the average at the Depart-
ment of Defence. With less pressure to get
money out of the door, many could experi-
ment with new organisations that can han-
dle only small sums.

Second, the agency is making itself
more accessible to small, faraway organi-
sations. Piles of paperwork are off-putting.
In a survey of small and medium-sized de-
velopment firms by Unlock Aid, a cam-
paign for foreign-aid reform, one-third
said they avoid taking usAID funding as a
result. Adeso, a Nairobi-based humanitar-
ian group that was handed a USAID project,
ended up tangled in audits and disputes
with the agency that took their toll on
the organisation. USALD is trying to put an
end to all that. A new website, workwith-
usaid.org, provides online courses to help
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small organisations bid for awards and
connects USAID partners with one another.

Third, USAID is shaking up its relation-
ship with big intermediaries, like the Belt-
way Bandits. Christopher Hirst, the ceo of
Palladium, says the firm faces growing
pressure to go into partnership with local
organisations on USAID projects and train
them to work directly with the agency.

Yet there is only so much UsAiD can do
without reforms by Congress. In some mis-
sions, as much as 90% of spending is dri-
ven by “earmarks”, legislative provisions
that direct spending to a particular place.
The rules on procurement stretch to over
2,000 pages. Asked in a survey in 2017 to
choose the top three things that hold them
back in their daily work, 63% of usA1D staff
pointed to endless approvals and clear-
ances required to get anything done.

Change is possible. In corners of USAID
greater risk has led to good results. The

United States

President’s Emergency Plan for AIDs Relief,
a $100bn project reckoned to have saved
25m lives since 2003, upped the share of
funding it hands directly to local groups
from 32% in 2018 t0 53% in 2021. Develop-
ment Innovation Ventures, co-founded by
a Nobel economics laureate, Michael
Kremer, is a sort of venture-capital fund
within USAID. An evaluation of its early in-
vestments found that it yielded at least $17
in social benefit for each dollar invested.

Reducing red tape and cutting out the
middlemen is something lawmakers on
both sides of the aisle should be able to
support. As Gayle Smith, another former
administrator of USAID, puts it: “Develop-
ment isn’t something you do to people, it’s
something people do to themselves.” Bet-
ter to fund local communities directly than
private contractors in Washington who
spend public money on costly overheads—
and boozy celebrations. ™

Snake, rattle and roil

MANGUM, OKLAHOMA
A rite—or, to critics, a wrong—of spring

HAYNE NAYLOR has some advice for

people who want to hunt rattlesnakes:
“Bevigilant” and watch “where you're
putting your hands and feet.” Every
spring he leads people into the country-
side of Oklahoma to seek out
snakes. Wielding tongs, hooks and a
bucket for stashing their catch, a few
dozen hunters look under rocks and into
crevices to track down their prey.

The hunt is part of the Mangum Rat-
tlesnake Derby, held on the last weekend
in April. Some 30,000 people visit the
town, which is normally home to only
2,800.In a snake-pit tent wranglers
perform among the rattlers. At a butchery

Rattlesnake woundup'

show snakes are killed and skinned in a
gory display. Their meat is fried and
served up at a café. Hunters can sell their
catch for $10 a pound, and win a prize for
the longest snake, overseen by a newly
crowned Miss Derby Princess.

The first organised roundup took
place in Okeene, Oklahoma, in 1939.
Ranch owners banded together to stop
the reptiles from harming cattle and
people. The events spread to other states.
They have drawn the ire of herpetologists
and others, who say they are cruel.

Sweetwater in Texas is home to the
largest roundup, held every March. It has
been especially controversial because
hunters use petrol to chase snakes out of
their dens. Such “gassing” can be harm-
ful to other wildlife, including some
endangered species, and to groundwater.
Efforts to ban it have failed.

Opponents have had more success in
Georgia, where declining numbers of
eastern diamondback rattlesnakes en-
couraged greater co-operation from
organisers. In 2001 Fitzgerald’s roundup
was transformed into a wild-chicken
festival. Claxton’s became a wildlife
festival in 2012. And last year Whigham’s
became a no-kill and no-catch affair. But
in Oklahoma, where the western dia-
mondback is more abundant, locals see
no reason to stop their roundups. “Kids
come out here and run around,” says
Caleb Allen, out on the hunt in Mangum.
“And who wants their kids running
around in a field of rattlesnakes?”
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