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MECHANISMS OF AID 
* 

'Aid' is in fact a msnomer. 'Aid-jiving' emerged with the cr is is in the 

imperialist svstem, which between the wars manifested itself in increasing 

il1inu:ditv. It is a mechanism whereby money finance capital is exported by 

mononoIy imperialist capital and the states thereof from the centres of 

accumulation (The U.S. and Europe) to 'peripheral' countries. It is a mechanism 

wherebr an attempt is made to resolve the contradictions of capital which manifest 

themselves in the crises of overaccumul at ion which are expressed at all levels 

of the social formation and which by class struggle lead to the restructuring of 

capitalist relations rocking the subsequent crises ever—more deep. 

Why did aid come into being in the latest phase of imperialism? It was a 

response to three factors. First , the advance of •communism,' second the over

production of capital in tlie U.S. and thirdly, the extensive destruction of capital 

in Kur.ipe which threatened to hasten the first and finally later , the attempt to 

develop neo-colonial solutions in underdeveloped countries. Aid flows are 

composed of grants and loons given in a number of different forms - bi lateral ly, 

sjultilaterally, or by international agencies with a variety of conditions on 

the use of the resources financed and for repayment. The interest charged on 

such 'aid' is below commercial rates. However the real value thereof must be 

distinguished from the nominal value of oid-discounted for the higher priced 

commodities to which it is often tied, for price changes and the loss of 

autonora- which necessarily accompanies the acceptance of aid. 

The common feature of all aid is to sustain and enhance control of markets 

for the purchase of raw materials, for the r. lc of commodities and for private 

investment for the aid giver. In other words the aid-giver can exercise 'leverage1 -

the abilitv to influence the general economic policies of the aided country 

in specific directions. Not onlv are the economic structures of the aided country 

afferted but so is the clans structure. 

STATE AID. 

President .J.F. Kennedv once stated "Foreign nid is a method by which the U.S. 

maintains a position of influence and control around the world, and sustains n 

number of countries which would definitely collanso, or PUR* into the co-""mmst 

bloc", (in Mawdoff p. 1_1T)« In the words of a U.S. presidential commission: 

U.S. foreign aid includes "«'ifts to prove our esteem for foreign heads of s tate , 

hastily devised prolects to prevent Soviet aid, -rambles to maintain existing 

governments in power." (in Magdpff n 11T) 

. Magdoif classifies this iid according to i t s purpose or roKiilt: 

. "To innlement ^orld-wide militarv and political policies of t : e U.S. 
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?) • ro Mlfor*?o tha nnon-'toor no I &cy i l o r freedom of access to r w n » t e r i a l * , 

t r ade and mves inen t otmoriuni t ies for U.S. bus iness . 

1 ) . To enaure t h a t such economic development as doea take p lace in the 

underdeveloped coun t r i e s is f i n l v rooted in M P U i h s t ways rtnd p r - t c t t r e s . 

4 ) . To obta in immediate economic •' »• i nf* for U.S. businessmen seeking t rade And 

investment o n n o r t u n i t i e s . 

5)« To make the r e c e i v e r s of aid i n c r e a s i n g y dependent on the U.S. and o the r 

c a p i t a ] marke t s , " (Mggdoff P 117^ • 

6 ) . To maintain continued access to m i l i t a r y bases and o the r s t r a t e g i c f a c i l i t i e s 

mainta ining t i e a with formal a l l i e s and s t rengthening tham mi 1 i t a r i l v , the suh-

i m p c r i a l i s t powers heing p a r t i c u l a r l y important aa the U.S. ia forced t o withdraw 

f»*om an ov*** M*»h p r o f i l e " a a i t i o n . 

Moat U,S. 'aid' has in fact cone to the developed countries. From July 1045 

to J»-ne 1987 

1 ) . 3<K of aid want t o developed c o u n t r i e s . 

»S1 - »67 13? (Marshall Plan) 

2 ) . 30;.i to ' c l i e n t ' a t a t e a / forward-defence s t a t e s . 

3 ) . 30' t o the r e s t i . e . t o 70". of non-communist world popula t ion . 

Furthermore, between 1945 and 1967 

a ) . 'I'V t o the developed coun t r i e s 

b ) . Bit to c l i e n t coun t r i e s 

and 42** t o the Underdeveloped c o u n t r i e s was in the form of g r a n t s and even ' r 

the inf luence of the Marshal) Plan i s removed the pa t t e rn ia not s u b s t a n t i a l l y 

d i f f e r e n t according to Ma^doff ( p l 5 l ) . Thio p a r a l l e l s the p a t t e r n of ' p r i v a t a 1 

c a n i t " l flows in t h a t c a p i t a l flows predominantly between developed c a p i t a l i a t 

soc ia l formationa. Ul t imate ly t h i s aid ia s t a t e a s s i s t ance t o MNC's which der ive 

both d i r o r t shor t - t e rm and i n d i r e c t long-term b e n e f i t s : t*»e s t a t e being 

subordina te to the i n t e r e a t a of monopoly c a p i t a l ; for example aid procurement 

accounts for 30*"- by value of U.S. s t e e l e x p o r t s . Aid procurement alao accounts 

fnr tWf bv va»»»e of U.S. a g r i c u l t u r a l expor ts (c f . f ood -a id ) . 

In the loner r term, the con t inua t ion of the i m p e r i a l i s t s tage of c ap i t a l i sm i s 

secured. S t a t e aid-money c a p i t a l provided d i r e c t l y or i n d i r e c t l v to ' n a t i o n a l 1 

e n p i t a l s enables c a p i t a l to expand and in doing so enables i t t o expand i t o pene

t r a t i o n of o the r soc ia l format ions . To underotand aid a t a lover lave l of a b s t r a c t i o n 

the s p e c i f i c a t i o n of the r e l a t i o n s between d i f f e r e n t socia l forms ia r e q u i r e d . 

Ma^doff w r i t e s 

"In ' u i ' i t i o n to opening up t rade channels and subs id iz ing business o p p o r t u n i t i e s 

in cxnnrt l i n e s , the foreign aid programme alao g ives a boost t o U.S. foreign 

in the area of 

1 ) . "Op*»ral support and pro tec t -on 

2 ) . nrnsanra on r e c i p i e n t s to si«;n t r e a t i e s on support of investment guarantae 
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I T H — ' O i s crp i n ' ' t he nro tec ' . ive legr>l environment and 

;1) • l . S . I ' f s i npss *T.n#ns,*H •" Inrei-rn c o u n t r i e s are of ten paid l o r . " 

Final lv , acco rd ing t o Man-doff, " L . S . o f f i c i a l n e c e s s a r i l y p a r t i c i p a t e n t 

p r a c t i c a l l y eve ry l e v e l of r e c i p i e n t ' s d e c i s i o n making in t he rea lm of economic 

a f f a i r s . " 

THE r.TV'N'.TTONM «0<?KCT:*:8. 

The most imnort-ant i n t e r n *t ion«l p«r<«nrips are t he T.V.F. ( I it e r n a t i o n a l Monetary 

Fund^ -*pd the World Bank, hot'- founded a t t he 1944 B r e t t o n Woods c o n f e r e n c e , 

hot1: nomina l ly part, of t '-e t ' .N. sys tem. Memhershin of t he former i s a p r e r e n u i s i t e 

to membership of t h e l n t t e r and e l i g i b i l i t v for i t s l o a n s . \1though t h e i r loans 

do o v e r l a p " e n e r a l l y t he fund makes s h o r t - t e r m loans for ba l ance of payments 

supno r t nnd t he bank maUes loans for s n e c i f i c p r o i e c t s and for l o n g e r t e r m s . 

"The hank has r e c e n t l y dec ided t h a t i t too can l e g i t i m a t e l y p rov ide b a l a n c e of 

payment s n n n o r t and en fo rce 1 i b e r a l i r a t i o n and f i n a n c i a l d i s c i p l i n e on borrowing 

c o u n t r i e s . S i m i l a r l y a l though i t i s u s u a l l y t he Bank which o r g a n i z e s a id 

conso r t i um, t i ie IMF i s i n v a r i a b l y u key member of tHem and o c c n s i o n a l l y t a k e s t he 

r o l e of o r g a n i z e r . " ( g a y e r p 215) 

The fund l o c a t e d in Washington ha» been dominated s i n c e i t s i n c e p t i o n by t h e 

U . S . \ . W o r d i n g t o Paver no major d e c i s i o n s «re made a g a i n s t t he s t r o n g wish of 

t he U . S . * . which hns t he l a r g e s t quo ta a g a i n s t which v o t e s a r e w e i g h t e d . The 

t ' . S . hod an e f f e c t i v e ve to power over impor tan t d e c i s i o n s i n c l u d i n g t h a t of quota 

a d j u s t m e n t . The I .M.F . has been a major source of f inance f o r the U .S . d e t i c i t 

f i nanc ing f u l l y 10' t h e r e o f from 1960 t o 1967 and has i n v e s t e d i t s own funds in 

U .S . government s e c u r i t i e s thus l o a n i n g t he U .S . government monev. 

TowMpds t he ead of the ">0's a new s t y l e of a i d - " i v i n g came nbou t . "The n n i o r 

components of t h i s new s t y l e were: 

a ) , the growth of t he p r a c t i c e of ' t i e d - a i d ' ; 

b ) • a s h i f t in emphasis from ' p r o j e c t ' t o programme a i d : 

c ) . the development of t h e ' c o n s o r t i u m ' t echn ique in o r d e r t o c o - o r d i n a t e p o l i c i e s 

of s e v e r a l d i f f e r e n t a id—givers , and t o encourage more c o u n t r i e s t o ' s h a r e t he 

a id b u r l e n ' w i th t he U . S . ; 

d ) . the d e c i s i o n t o r e l y on IMF s t a n d - b y a r rangements as a p i l o t for o t h e r a id 

programmesj 

e ) . an i n c r e a s e of more than 509 in IMF quotas and t h e r e f o r e spending power: 

f ) . t he format ion of t he I n t e r n a t i o n a l Development A s s o c i a t i o n ( I . U . V . ) . an 

a f f i l i a t e of t he World :;.-mk which could a d m i n i s t e r lending of ' s o f t ' loans 

(on ve ry much e a s i e r terms than c o m m e r c i a l ) , " ( P a w e r p gft»| 

I .M.F . loans are g e n e r a l l y t i e d t o ' s t a b i l i z a t i o n ' programmes, t he b a s i c comnonents 

of which are 

l ) . " A b o l i t i o n or l i b e r a l i z a t i o n of fo r e ign exchange and i - iport c o n t r o l s . 

2). The d e v a l u a t i o n of exchange r a t e . 
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3) . Domestic ant i - inf la t ionary programs s , including* 

a ) , control of hunk e r e ' i t s ; hiirher in teres t r i t e s and perhaps higher reserve 

requ irement: 

b ) . control of the government d e f i c i t ; curbs on spending, increases on tares "nd 

in pricea chirked by public e n t e r p r i s e s , abol i t ion of conaumer aubsi ' l i es : 

c ) . control of wope r i a e a , so far »s » i t h i n the sovernments power; 

d ) . dismantling the price c o n t r o l s . 

4 ) . Greater h o s p i t a l i t y to foreign investment." (Payer p33) . 

Thia re su l t s t y p i c a l l y in the take-over of domestic o«ned buaineHsmen by foreign 

companies and the ' squeezing' of domestic cap i ta l so 

a) • s a l e s drop. 

b ) . the cos t of imports and unpaid foreign debt increases . 

c ) . loans become more d i f f i c u l t to make as bank credi t contracts and 

d ) • protected markets are l o s t . 

According to Payer, "It i s an e x p l i c i t and bas ic aisi of the IMF programmes to 

discourage local consumption in order t o free resources for export." (Payer p42) 

More recent ly the internat ional agencies have turned the i r a t t ent ion more to 

agr icul ture with predic table r e a u l t s - the encouragement of cash cropping, 

mechanization and heavy f e r t i l i z a t i o n , e t c . 

F i n a l l y the Fund "runs an i n s t i t u t e for the tra in ing of Central Bank and Finance 

Ministry o f f i c i a l s , and diaperaes i t s graduates , indoctrinated with the Fund 

ideology , throughout the th ird world where they form an 'o ld boy' network of 

support for fund p r i n c i p l e s . H (Payer pl4) 
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