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INTRODUCTION

Around 1700 almost everyone on earth was poor or destitute, and Thomas
Hobbes’ phrase about life as “poor, nasty, brutish and short” certainly hit
the mark. Perhaps only one-tenth of the world’s population was living
what could be considered anywhere near comfortable lives. At least, this is
what most economic historians will tell you.

Jumping ahead 250 years, one could definitely say two completely dit-
ferent worlds had emerged—a prosperous West and a definitely lagging
Rest. The reasons for this ascendency of the West were due to processes
and factors that, even today, are not well understood, but this huge West—
Rest economic divide led to the realization that this gap was one of the
great issues of the times, one that needed to be addressed as part of any
new world order. Thus, by 1950 it could be said that the Development
Era began. Some 70 years later, after untold machinations and lots and
lots of money, the West is still very much at it.

Western nations and institutions constructed increasingly sophisticated
systems to redress this divide, based originally on the idea that transposed
expertise and capital was what was needed to help nations build modern
economies, to prosper, and eventually to be self-sustaining. Not only
would these ‘emerging’ nations become partners in global prosperity; they
would become great consumers as well and, through the miracles of free
trade, economies of scale and comparative advantage, the West as well as
the Rest would benefit. Yet what sounded so clear and noble back at the
start of the Development Era, and what has remained, at least ostensibly,
the philosophical bedrock of helping poor nations, has had to face a very
rocky road, to say the least.

Xix



XX INTRODUCTION

There is not much to brag about. The poorest nations then are still the
poorest nations now, and the ascendency of the 30-some countries of the
West over the 160 or so countries of the Rest remains very, very clear.
There are only five small countries that have unequivocally joined the
ranks of the advanced nations, and there may be a handful of other coun-
tries that are—with a lot of luck in say 30 or 40 years—within reach of
joining the club. (China, as this book shows, is hard to classify.) Yes, since
the 1990s most measures show a marked decline in absolute poverty and
generally improved livelihoods (as well as the rise of small middle classes
and a marked increase in income inequality), but this hardly constitutes a
changing world order.

How does foreign assistance from the West to the Rest fit into this pic-
ture? As will be seen, its effects are underwhelming. There are those who
say development aid has had a small measurable impact on economic
growth and poverty alleviation, but others say it hasn’t, and some say,
considering all the other factors in play, that trying to assess its impact is
pretty much a fool’s errand. In any event, this questionable value of for-
eign aid is underscored by the fact that almost no one is satisfied with its
performance, and the need to improve, reform, and reinvent it and its
modalities is a constant refrain.

In other words, stimulating ‘development’ has been much more diffi-
cult than Western optimists had originally thought. Aid processes have
been buffeted by ideologies, un-enlightened self-interest, some very inef-
fective and petulant governments on the receiving end, and hugely power-
ful global markets that no one could have imagined in the early halcyon
days of Development. And the road has not been helped by a one-size-fits-
all arrogance that has conveniently ignored the unique historical trajecto-
ries of poor countries and that constantly reinforces a fairy-tale perception
that outside money, plus Western technical and managerial knowhow are
what is needed.

So, how did such a situation come about? Why, in spite of seven decades
of the Development Era, with some very smart people in control, with
committed technical cadres, with endless discussions and initiatives, and
with lots of funds to fertilize the landscape, has it not been possible to get
things right? And why, peering into the future, does it seem that there will
be More of the Same? These are questions that this book answers. To do
s0, it looks in detail at the impressive number of aid structures and modali-
ties that have been set up by the ‘development community’ as well as the
considerable posturing in poor countries that has evolved to
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accommodate them. Collectively, these can be called the development
industry. This is a behemoth that is very much an ‘industry’ in the sense
that it has a quantifiable turnover (to the tune of over $200 billion per year
in 2021), employs or otherwise occupies a cast of hundreds of thousands,
and makes lots of money for companies, INGOs, and individuals. Also,
more than any other global industry, it includes inordinate numbers of
conceptualizing’ organizations that track the flow of funds, that measure
development results and outcomes, that talk about the need for innovative
approaches and, above all, that must justify the industry’s many activities.
Finally, it can be considered an industry because it is treated as such by a
whole raft of players—by donors, academics, foundations, journalists, pol-
iticians, think tanks, private contractors, and NGOs.

To understand this industry, a substantial enquiry or anatomy of its
many aspects and how they interrelate and have evolved is needed, since
the overall malaise in the industry is definitely more than the sum of its
parts. Only by stripping away extensive posturing and political correctness,
by looking at the systemic motivations that underpin the behaviors of
industry players, and by identifying what drives the many obsessional
themes that riddle the industry, can the contradictions and pathologies of
the industry be laid bare. This is what this book aims to do, something
that is long overdue.

Of course, there is a long history, practically as long as aid itself, of
those who have looked askance at aspects of the industry and its foibles.
Especially over the last two decades some of these critics—even some who
could be considered mainstream development experts—have scored very
good points, and the author is much beholden to them and the reasoning
behind their critical stances. Yet most aid critiques have for the most part
delivered partial messages, usually concentrating on certain aspects—look-
ing at particular institutions, particular economic approaches, particular
modes of aid delivery, or particular regions (often Africa these days). Plus,
many of the industry’s ills have become so commonplace that they are
simply considered unfortunate facts of life. Thus, it is high time that a
comprehensive treatment is put forth, since our thesis is that there are
behaviors, structures, and dynamics that are found with surprising consis-
tency throughout the development industry that need to be catalogued,
dissected, and, especially, interconnected. In other words, this is a huge
subject that needs to large canvas to show both how delivering anything
like effective development assistance has become extremely difficult, and
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how at the same time it has made anything like real, endogenous develop-
ment in the Rest well-nigh impossible.

This book carefully looks at some twenty root themes or traits found in
the business, to see how they evolved, to uncover their operating charac-
teristics, and to chart their pernicious impacts. In so doing it is hoped that
paths of enquiry will have been carved out for others. The arguments
found in this book offer a wealth of entry points for academic, technical,
and journalistic research. Much more work needs to be done to illuminate
how the industry’s behaviors were created, how they have become imbed-
ded, and how they reinforce each other. The idea is to stimulate others and
thus bring into the mainstream of development thought what should have
been there all along. After all, it is ironic that the Development Beast,
which spares no effort at analyzing economies and societies in the Rest,
never turns its efforts towards analyzing itself, except in the most superfi-
cial ways. Were even the tiniest fraction of the industry’s energies and
resources turned inward and devoted to questioning the structures and
motivations that drive it, there might be some very surprising
conclusions.

This book is divided into three parts: Part I first provides an introduc-
tory chapter that simply charts the scope and nature of the Development
Industry and the complex world of donors, their many operations and
imperatives, and their many henchmen and pilot fish. It then moves on to
identify traits or imperatives that riddle donor behavior, and these are
grouped into eleven thematic chapters. These chapters help tease out the
contradictions operating and the real motivations and incentives that keep
the development train running on its tracks, however ineffective or irrel-
evant it may be.

Part II looks at the receiving end of the industry—the effects of donor
operations within the countries they are ostensibly meant to help, the ways
these countries react, and the consequent (mostly negative) posturing. It
starts with a background chapter that gives a straightforward analysis of
the predictably weak governments found in most development countries
and how they got that way. There are then seven chapters that illustrate
how the good intentions of donors have tended to unravel in the Rest, and
where the unintended consequences, rarely if ever considered, have
kicked in.

Putting the two sides together, Part III first presents a summing up
chapter that shows how collectively the problems of the development
industry are more than the sum of its individual parts, and it identifies
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eleven main conclusions for readers to take away. Part III concludes with
a chapter about the probable future of the Development Industry and
possible if very difficult ways its activities and structures could be changed,
and changed fundamentally.

SOMETHING FOR READERS TO KEEP IN MIND: DONOR
SELE-INTEREST

Readers of this book should keep in mind that donor governments pro-
vide development assistance for a number of reasons that have nothing to
do with helping countries develop economically or with alleviating the
poverty of their citizens.

First, there are what could be called strategic interests, something pur-
sued by the more powerful donor countries. These are totally un-subtle
forms of self-interest, where the donor country wishes to advance its dip-
lomatic and security interests in particular countries or regions by offering
aid programs of various kinds as sweeteners. Frequently these aid pro-
grams are intertwined with military assistance and weapons sales. The aim
is to buy goodwill from others or to encourage them to take up positions
they might otherwise reject, and as such aid can be considered a classic
tool of statecraft.

Second, there are commercial interests on the part of rich countries,
where aid programs are seen as a means to promote trade, exports, and
investment opportunities for their own companies. The promotion of
commercial interests is a very old and well-established kind of diplomacy,
and it can be found, in some form or other, as part of almost all bilateral
aid programs. This commercial dimension can be considered intrinsic to
almost any bilateral aid, since it serves the important function of gaining
political backing for a country’s aid program from its corporate sector.

Third, there are donor self-interests that are imbedded within aid deliv-
ery structures themselves. Most obvious are what is called tied aid, that is,
stipulations that a donor country’s aid programs must procure national
goods, firms, and experts. There have been some successful efforts since
2005 to reduce this form of aid, but the practice persists. And what could
be called ‘informally tied aid,” remains rampant. Due to pressure from
businesses and due to years of chummy relations, a large majority of con-
tracting for development services goes to firms in the donor country. Even
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international agencies tend to procure most of their services from firms
and individuals located in Western countries.

Attempts to reign in these particular donor interests have had little
effect, and some pessimists might even say that these self-interests are so
dominant that development itself is simply an elaborate sideshow. They
certainly color how aid is financed and delivered, and as this book trolls
through the many structural contradictions imbedded in the ways the
development industry operates, it is important to keep in mind this back-
ground of donor country self-interest. In fact, one needs to be particularly
vigilant, and in looking at new paradigms and initiatives that are frequently
spun out by the industry, it well behooves the observer to ask: Who will
end up getting the work, and who ultimately benefits?

A LoNG TIME IN THE MAKING

This book has been an idea for a long time. The author has spent his entire
life living or working in development contexts, and he has gone from
junior specialist to senior expert to ‘dinosaur in demand’ over some
50 years in the business. He has worked in many Asian, African, and
Middle Eastern countries for a plethora of both bilateral and multilateral
agencies or the consulting firms they hire and has seen the operations of
the development industry from close up. It did not take very long to real-
ize that this industry embodied serious contradictions, generated little
positive impact, wasted tons of money, was pompously self-important and,
to put icing on the cake, in many cases had a serious negative impact for
countries on the receiving end.

This realization crystalized during a long stint by the author in Nepal
in the early 1990s, where even then the weight of donors in practically
everything that could be considered developmental was causing counter-
productive overload and confusion in Kathmandu and around the coun-
try, but somehow donors couldn’t see this (or more likely, simply didn’t
care). This eye-opener led the author to begin to explore more and more
about the paradoxes found in the development industry, both those at the
fine-grained project level and also in the wider literature. But it seemed
that little could be found about what really mattered—the contradictions
and unintended consequences of the development industry itself—and these
little snippets were obscured under immense quantities of mind-numbing
technical and prescriptive output. Over the decades it became very appar-
ent to the author that donors thrived on objectifying the Rest as
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something detached and out there, justifying new paradigms and warmed-
over agendas to further the business of development while studiously
avoiding any look inward at the industry ztse/f'as part of the problem.

A CertaIN Focus oN EgypT

Since half of the author’s professional life has involved working in Egypt,
it is inevitable that Egypt (and with it the Arab region) takes a certain
pride of place in this book. Many other countries of the Rest are also cov-
ered, but there is value in having a deep grounding in one single place,
especially one with a long history of international aid from a plethora of
donors, and it is useful to have a point of reference to avoid scattered gen-
eralizations and to allow a teasing out of concrete examples of how the aid
system—and the ‘partnership’ principles upon which it is based—was
largely counterproductive.

Egypt is a good choice for these purposes. Since the mid-1970s Egypt
has been a major target for Western development initiatives ranging over
practically anything that needs ‘developing’ and even some things that
don’t. At various periods Egypt has been the single largest recipient of
economic assistance, almost every paradigm of development thinking has
been tried out, and the list of Egypt’s ‘development partners’ represents a
near complete roll-call of those prominent in the business. Egypt is also a
good case because, over the last 60 years, its development trajectory has
been less than impressive; for example, in 1964 Egypt and South Korea
had exactly the same GDP per capita, whereas by 2019 South Korea’s
exceeded Egypt’s by a factor of ten. What went wrong? Egypt has suffered
from many external factors that could be said to partly explain some of this
dismal record, yet one cannot help but wonder why so much aid has had
so little effect, and examples from Egypt help illuminate both how the
development industry is ineffective and also how it continues to pour out
its beneficence in spite of practically nothing to show for it.

A CEertAIN Focus oN THINGS URBAN

The author’s expertise in the development business has been as an econo-
mist and urban development specialist—sometimes as part of a consultant
team, sometimes leading a team, and sometimes as an individual. Most of
the development initiatives seen up close have had to do with things
urban—housing, urban expansion and plans, industry, urban poverty,
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slum and informal settlement upgrading, local area development, land
administration, municipal finance, and urban infrastructure, transport and
services, not to mention fashionable cross-cutting issues. One of the
advantages of ‘things urban’ is that they encompass practically every devel-
opment issue one can think of. Thus, while no claim is made that this book
covers the whole range of development issues, to be specialized in the
urban dimension is one way to become familiar with most of them.

WHAT Is NoT CovERED IN THIS Book

Not specifically covered are humanitarian or emergency aid (responding
to disasters, conflict, and refugees), something that is an enormous and
expanding sub-industry in its own right. Unlike development assistance,
humanitarian aid does not usually pretend to put people or nations on
paths of self-sustaining growth. Instead, it mainly aims to save lives, allevi-
ate suffering, and to return people to normal life. The kinds of humanitar-
ian operations and the specialists involved are usually different from those
of mainstream development efforts, since they tend to be more straight-
forward in what they deliver, and they rarely involve host governments
directly as ‘partners.’

Even so, the borders between humanitarian and development efforts
are frequently blurred. More and more, humanitarians will claim to have
expertise in development issues—particularly those surrounding poverty
alleviation—and at the same time classic development agencies are becom-
ing more involved with the effects of disasters and conflicts and ways to
make populations more resilient to them. And to a very large extent
humanitarian aid zsa business, and this makes it a close cousin to the devel-
opment industry. There is a large overlap in the extensive use of large
service contractors, specifically INGOs, and, moreover, there is also over-
lap in terms of sources of funding, bureaucratic processes, market promo-
tion, and institutional self-preservation.

How 1o Usg THis Book

The chapters are presented in a logical order (with contextual chapters
found at the beginning of Parts I and II), but each subsequent chapter can
be read as stand-alone thematic treatments. The chapter subheadings can
be useful guides.
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This book covers much territory and many themes, and there are some-
times causes and effects that link up the behaviors or phenomena described
in individual chapters. Thus, embedded in the text are occasional refer-
ences to other chapters, and these provide the reader a way to follow up
these linkages, should he or she so wish.

NOMENCLATURE

There are numerous ways to refer to the world’s few advanced countries
versus the many that are less developed. This book uses the terminology
of the West versus the Rest (thanks to William Easterly, who popularized
the phrase). Others prefer the dichotomy North versus South. Other
dichotomies include First World versus Third World (with the second
world having dropped out of history), or rich versus poor nations, or
industrialized versus industrializing nations. The West (and its counterfoil,
the Rest) is preferred, since it encapsulates the history and the dominant
economic, cultural, and political senses of power embedded in Western
countries.

So, what countries are considered Western? Obviously, the countries of
Western Europe, North America, plus Japan, Australia, and New Zealand.
And to these must be added South Korea, Singapore, Hong Kong, Taiwan,
and Israel. But what about Russia and Eastern Europe? Here one is in
somewhat of a grey area, since these countries do not conform to the clas-
sic ‘developing’ country, yet still exhibit some of their characteristics
(including lots of people with miserable incomes). And what about
resource-rich countries? These may have extremely high GDP per capita
but, as most people in the aid business would agree, are anything but
‘developed.’

Most other countries are almost all firmly part of the Rest, whether they
are categorized as ‘emerging’ or ‘frontier’ economies, or ‘fragile’ or ‘con-
flict” countries, or whether they can be termed, as the World Bank does, as
‘low income’ or ‘low middle-income” or ‘high middle-income.” Some of
the high middle-income countries (e.g., Turkey, Chile, Mexico, Costa
Rica, Thailand, and Malaysia) might be considered by some to be on their
way to join the West, but this is very debatable. And China, with its enor-
mous population, has become somewhat an anomaly, acquiring a hugely
and sophisticated economy but which is still middle-income poor, at least
in GDP/capita terms.
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In this book the generic term ‘donors’is used as shorthand for all gov-
ernment agencies or international institutions or development founda-
tions in the West that dispense funds, advice, or knowledge aimed at the
Rest. Some may say that multinational financial institutions such as the
World Bank are not strictly donor agencies, since most of their funding is
through loans that need to be paid back at some point, they should defi-
nitely be included as donors since their funds come ultimately from
Western country pledges, their goals are similar to those of the bilaterals,
they all use similar development-speak, and they frequently coordinate
with each other and often co-fund programs. Similarly, the dozens of UN
agencies are included as donors, even though many are little more than
specialized talk shops and conduits for funds from other donors. I also
include private foundations and charities with activities in the Rest as
donors, almost all of which are based in the West.



PART I

Inside the Donor World
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CHAPTER 1

Background: A Sketch of the Development
Industry

This first chapter presents a survey of the development industry, some-
thing to provide context before the reader takes up the analytical chapters
of Part I. This cannot be considered an exhaustive treatment of what is a
very large, complex, and little understood industry (or ‘community’ as it
is sometimes called, to give it a cuddly glow), and the reader can refer to a
small number of sources that struggle to describe the subject from differ-
ent points of view. These include books by Arjan de Haan (2009),
Degnbol-Martinussen and Engberg-Pedersen (2003), and Sogge (2002),
although these miss many aspects and are somewhat out-of-date. There is
also a very short introduction (Wickstead, 2015) and a 32-chapter anthol-
ogy (Arvin & Lew, 2015).

Way CALL IT AN INDUSTRY?

The development or ‘development cooperation’ industry is very much an
industry in the sense that it has a quantifiable size or turnover, employs or
otherwise occupies a cast of hundreds of thousands, and makes lots of
money for companies, NGOs, and individuals. Also, it commands the
attention of a host of organizations and individuals who monitor, study, or
otherwise conceptualize development and the ways that those in the
industry try to promote it. In other words, it can be considered an indus-
try because it is treated as such by a whole raft of players—by academics,
foundations, journalists, politicians, think tanks, contractors, and NGOs.
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That it is an industry or a “concept of a community of interested parties”
(Dichter, 2003, 98) is underscored by the existence of a number of profes-
sional associations, career services, trade publications, and trade fairs that
cluster around it, as well as the nonstop roll-out of conferences, work-
shops, colloquiums, forms, and other events sponsored and well-attended
by main players. In fact, there are probably few other industries of global
reach that are surrounded by such strong and increasing ancillary activities.

However, development assistance is a peculiar type of industry. Its
‘product’ or ‘markets’ are not at all obvious—unlike classic industries such
as say the steel, oil, automotive, or tourist industries. Such industries are
all first measured by what are final global sales and the changing market
shares within it, numbers that are analyzed to death both inside private
corporations to assess divisional and managerial performance and outside
by the legions of financial analysts who feel they need to tell you how to
invest. But the development industry mainly processes donor government
funds for spending on what could be called intermediary markets (like
contracting, materials and equipment, consultants, grant awards to
INGOs, and various other professional services), which are in turn sup-
posed to carry out development efforts directly or indirectly in non-donor
countries, teaming up in most cases by partners found in local markets. To
a lesser extent the industry also processes funding coming from private
foundations and charity organizations whose expenditures at least ostensi-
bly support the same development and poverty reduction goals.

Donor countries or multilaterals sometimes transfer funds directly to
recipient governments in the form of budget support or policy lending or,
what is much the same, structural adjustment loans. These, the simplest of
development flows, do not pass directly through the industry’s intermedi-
aries, yet they are also part of it, since the same donor institutions are
involved, the ‘development’ aims and justifications are the same, and many
of the same people and institutions are involved. This straightforward and
direct flow of funds came very much in vogue in the 1990s (peaking in
2002), but budget support has since declined, representing only a small
fraction, less than 6 percent, of the total development industry’s annual
value in 2014 (Kennard & Provost, 2016). Thus for the other
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ninety-some percent of development funding, there is definitely an ‘indus-
try’ composed of those competing for slices of these varied flows.!

So, these days practically all aid industry expenditures go through com-
petitive procurement processes of one sort or another. These flows are
what can be considered the core of the ‘industry,” in the sense that they
generate intense interest and competition on the part of the businesses
who want to grab some of these flows. A UK government publication
glowingly summed up the advantages (Department for International
Trade, 2014): “Aside from the usual payoffs of international trade, aid
funded business means orders are always backed by funds, is a secure way
to do business in new markets, which can provide lucrative long-term
opportunities, allows business to establish a local presence, provides valu-
able international trade experience, (and) is useful to have in your com-
pany experience history and references when bidding for future projects.”

Private businesses—mainly large engineering firms, management com-
panies, and specialized consulting groups—have always played a role in the
development industry, but since the turn of the century, and particularly
since the 2007-2008 financial crisis, the visibility and activities of very
large corporations have become more pronounced. According to Kennard
and Provost (2016), “(t)he 21st century has witnessed a corporate take-
over of aid: US and European corporations not only making millions off
foreign aid budgets, but use aid and global development institutions to
break into new markets and influence public policy in the developing
world.... Now, CEOs of major multinationals sit on UN panels charting
the future of global development; USAID is partnering with Walmart and
Chevron; and NGOs like Oxfam and Save the Children have joined hands
with corporate behemoths Unilever and GlaxoSmithKline. With tradi-
tional aid budgets under pressure, donors are increasingly turning to the
private sector to fill the gap.”

A STRANGE INDUSTRY INDEED

There are a couple of conceptual difficulties with the ‘industry” approach
to analyzing foreign assistance. First, one should say (and donors increas-
ingly do) that their funding is only an intermediate step, and that the final

"The administrative budgets of donor agencies and IFIs do not normally go through
competitive procurement processes, but these are miniscule compared to the development
funds they manage.



