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William Easterly’s first book, The Elusive Search for Growth, (MIT Press, 2002) made the economic case that overseas development aid, whether grants of loans, were based on a false premise about economic growth: that the gap between domestic savings and the investment rate needed for growth was the cause of stagnation and that the gap could be closed by substituting aid for savings, leading to a growth take-off. This book offers a political analysis of the processes of aid planning and the errors that arise from a utopian, planned approach to economic development. The world of the development agencies is divided into Planners, working in isolation from their contexts, stuck in insensitive bureaucracies and Searchers, working with local poor people, looking for appropriate interventions to improve people’s conditions. The Planners produce increasingly grandiose plans with bigger and bigger ambitions, such as ‘ending world poverty’, while the Searchers find fixes for people without local water supplies, vaccinations or education.  The book is in four parts: an analysis of the era of ‘big push’ aid efforts; a critique of the rigid planning frameworks used by the aid agencies; a review of ‘postmodern imperialism’ through economic and military interventions; some ideas about how aid processes might work better without rigid planning. The writing avoids technical language, veering towards the colloquial (e.g. “Savimbi was to democracy what Paris Hilton is to chastity” p.287), to make the message accessible to lay readers.

When governments are pursuing the Millenium Development Goals and increasing their aid contributions, the contribution is timely: if planned interventions are useless or harmful, more aid would mean more failure. Easterly’s argument is not that all aid is damaging, but that the processes by which plans are made, programmes designed and implemented and evaluations carried out are inappropriate and that if aid is to be effective new ways of working are required.

One issue is the use of aid to reward allies, especially but not exclusively during the Cold War. Haiti, Zaire, Angola and Rwanda are cited as places in which unsavoury governments continued to receive outside donations, a flaw that continues: “Even a dictator like Saparmurat Niyazor of Turkmenistan…can’t get into the UN bad despots club.” (p.135) He argues that the IMF and World Bank are not interested in democracy (“ [they] don’t show a ton of respect for democracy when it starts to take hold” p. 128) , rather in pursuing their own policy prescriptions, which are developed in isolation from the actual problems of the countries in which they are intervening. If democratic accountability and markets are prerequisites for economic development, as Easterly believes, subsidising unaccountable dictators is wrong. 
The institutional arrangements for the distribution of aid funding are the main target of the critique. The system is presented as a principal-agent problem. Politicians in the ‘west’ are the principals, allocating funds to promote development: the agents are the bureaucrats in the aid agencies. To make this work, there should be single principal-agent relationships, definable and measurable actions and results and a system of accountability. None of these are normally in place, except for narrow, targeted interventions. Agencies receive funds from multiple sources, making accountability difficult. There are multiple, unmeasurable goals that mean that no agents can be held to account for their actions or performance. In any case accountability requires independent evaluation, which is rarely carried out, the agencies preferring self-evaluation. Because of these breaks in the principal-agent chain, the agencies spin off in self-sustaining and inward-looking activities: plans and programmes written in increasingly obscure jargon; conferences in expensive locations exclude the supposed beneficiaries of the aid efforts; a class of globetrotting bureaucrats and consultants grows on the fertiliser of the aid donations.

The solutions that Easterly offers are not, of course, another grand plan. His idea is that the Planners should be replaced by Searchers. Backed by numerous stories of small-scale interventions, especially in health and education provision and micro credit, he proposes a reversal of the top-down processes that produce plans, to empower people closer to the ground, working with the beneficiaries of these efforts. Multiple goals should be replaced by simpler, single goals, backed by good evaluation to establish what works and what does not. Workers on the ground should be allowed and encouraged to experiment to find out what works best. In an extreme (possibly utopian) version of his proposal, there would be a market for aid efforts, poor people being given vouchers for which aid agencies would compete to offer the most effective schemes.

Given the history of aid for economic development set out in the book, and the evidence presented that the countries that have recently had the fastest economic growth are not big aid receivers, the proposals do not claim to provide ways for aid to transform slow-growth economies into economic miracles. Rather aid should be used for small-scale interventions to make people’s lives easier: better nutrition, education, health care and access to clean water are prerequisites for people to help themselves out of poverty.
The debate about whether aid can generate economic growth will no doubt continue, but there is a political impetus in the ‘west’ to continue or increase aid efforts. Easterly’s book is a timely contribution to a slightly different debate: given that there are sums of money available and organisations in place, what are the best ways to allocate aid? Centralised planning by remote technocrats is out of fashion for governments, so turning organisations upside down and empowering poor people seems to be a welcome alternative for the aid agencies. The analysis of past failures gives some doubt to the likely success of his proposals, though. Aid is still used by donor governments to promote their own companies’ interests: privatisation of utilities as a condition of aid, for example, directly benefits western utility corporations; liberalisation of trade in services mostly benefits western service companies. Governments still support unsavoury dictators, especially when they have energy and mineral resources, and sometimes even when they do not. 
Fixing the ‘principal-agent’ problem is only the last part of the solution: while the principals themselves do not have simple objectives of eliminating poverty or generating economic development to benefit poor people, making a tight, enforceable contract with the aid agencies will not solve the sorts of failures that Easterly writes about. Multiple objectives, ambiguities, support for dictators and the capture of aid moneys by kleptocrats are not accidental, unintended consequences of poorly designed management systems.         
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