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INTRODUCTION 

In both professional and academic realms alike, foreign assistance has been the subject of heated 

debate. In Washington, while some policy-makers view foreign aid as one of the essential 

elements to safeguard U.S. national interests abroad, others question the effectiveness of aid 

programs and advocate for a fund reduction. Similarly, those in the academia contend over the 

amount and size of aid provided to foreign governments and speculated the positive impacts it is 

supposed to generate. During my internship at the Hill, I had the opportunities to attend 

conferences and congressional hearings pertaining to the subject of foreign assistance. These 

experiences provided me a more comprehensive perspective on the limitation, strengths and 

purposes of foreign aid. This paper argues that the current foreign assistance system requires 

methodical reforms because it lacks a systematic evaluation method to measure its effectiveness. 

For the purpose of this paper, effectiveness of foreign aid is judged based on the five objectives 

outlined in Foreign Assistance Act (FAA) of 1961 (P.L. 87-195).  

Overview of Foreign Aid 

Foreign aid is regarded as a main component of U.S. foreign policy. The three main purposes 

behind foreign aid contribution are national security, commercial interests and humanitarian 

assistance.1  

The tradition of providing aid abroad for national security originated from the post-World War II 

period when the U.S. launched a series of economic programs to resist the spread of communist 

influence around the world. Policymakers view these programs as an essential instrument to 
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secure US national interests abroad. As the Cold War came to an end, foreign aid budget also 

decreased in the 1990s.2 However, since the terrorist attacks on September 11th 2001, the amount 

of foreign aid assigned to strengthen national security has greatly increased as a result. Much of 

the foreign assistance has been used for anti-terrorism efforts and reconstructions in Afghanistan 

and Iraq.3 Besides commitment to national security, foreign assistance is also used as an 

instrument to defend U.S. commercial interests abroad. Foreign assistance is invested to promote 

U.S. exports and improve economic environment where U.S. companies have business 

engagement. Lastly, foreign aid is offered for crisis and disaster alleviation and long-term 

development that aims to reduce poverty, hunger, and human suffering. 

The main agencies that administer foreign aid programs are the U.S. Agency for International 

Development (USAID), U.S. Department of State, U.S. Department of Defense, U.S. 

Department of Treasury and the Millennium Challenge Corporation (MCC). Some of the major 

programs that USAID manages are the bilateral economic aid programs, disaster relief programs, 

economic growth, global health, democracy programs and the Food for Peace program. 4In 

addition, USAID also manages Economic Support Fund programs with the State Department; 

these programs aim to promote U.S. political and strategic goals through development activities. 

The areas that the State Department is responsible for are international narcotics control, law 

enforcement, terrorism, weapons proliferation, democracy promotion, non-U.N. peacekeeping 

operations, refugee relief, and voluntary support for a range of international organizations. 

5Moreover, the Bureau of Political-Military Affairs within the State Department provides policy 

guidance to Department of Defense on Foreign Military Financing (FMF), International Military 
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Education and Training (IMET), Peacekeeping Operations (PKO), and the Pakistan 

Counterinsurgency Capability Fund (PCCF). 6These programs are administered by the 

Department of Defense. In February 2004, the Millennium Challenge Corporation was 

established to target a few low and lower-middle income countries. Significant feature of the 

MCC is the mutually agreed U.S. funded projects compacts. With consents from the United 

States, recipient countries formulate, propose and implement compacts. 7 

Objectives of Foreign Aid 

Based on the Foreign Assistance Act (FAA) of 1961 (P.L. 87-195), the main objectives stated in 

the legislation are the provisions of assistance and support for developing countries to build their 

economic, political and social institutions for better quality of lives. The five principal goals 

outlined in the legislation include: “(1) the alleviation of the worst physical manifestations of 

poverty among the world’s poor majority; (2) the promotion of conditions enabling developing 

countries to achieve self-sustaining economic growth and equitable distribution of benefits; (3) 

the encouragement of development processes in which individual civil and economic rights are 

respected and enhanced; (4) the integration of the developing countries into an open and 

equitable international economic system; and (5) the promotion of good governance through 

combating corruption and improving transparency and accountability”.8 

Does Foreign Aid work  

Due to the absence of a unified and effective evaluation method shared among the Department of 

State, USAID and other agencies, the effectiveness of foreign aid has been difficult to access.9 

The two main methods of evaluations that foreign aid agencies utilize are performance 
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evaluation and impact evaluation. Performance evaluations are the commonly used method 

among agencies. Performance evaluations could be used to measure the agencies’ internal 

personnel and contractors in term of meeting set objectives. Staff and contractors would conduct 

performance monitoring and use results to evaluate if a program has met the planned objectives. 

10However, performance evaluation does very little in term of measuring the effectiveness of 

foreign assistance. Impact evaluation, on the other hand, is the informative tool to assess the 

success of foreign aid programs.11 Instead of putting emphasis on the development objective, 

impact evaluation examines the output of the implemented plan. Impact evaluations include a 

control group or counterfactual and initial collection of data as reference to investigate the net 

change that is produced by aid contribution. 12Though effective, impact evaluation approach is 

much more costly and resource-intensive than the commonly used performance evaluations. 

Foreign aid agencies face many constrains and challenges that prevent them from conducting 

impact evaluations. In addition to the limitation on conducting substantive evaluations on its 

foreign aid programs, the State Department, USAID and Millennium Challenge Corporation 

each has its own evaluation policies (though the State and USAID share very similar approach). 

These agencies are not establishing a systemic method to aid evaluation to make evaluation more 

possible. 13 

Within the academia, much research has also been conducted on the topic of foreign assistance. 

Researchers that focus on the quantitative research design have, in fact, found insignificant 

correlation between foreign assistance and rights protection in recipient countries. As presented 

in the article Political Science of Human Rights: “ For foreign aid, a large number of studies 
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show no significant relationship between US foreign aid and human rights protection across 

different samples of recipient and non-recipient countries, while one study finds a positive 

relationship and another finds mixed results”. 14 

As shown here in this section, due to numerous constraints in the policy-making arena, a 

universal and suitable method to evaluate the effectiveness of foreign aid is not currently in 

place. The statistical research design used in the academic community shows that there’s no 

correlation between rights protection and foreign aid, meaning that the provision of foreign aid 

does not help the United States achieve one of the most important objectives stated in FAA. 

 The Future of Foreign Aid, Challenges and Opportunities 

During my internship over the summer, I had the opportunity to attend Congressman Adam 

Smith’s talk on foreign aid. Congressman Smith has been one of the leading members in 

Congress advocating for reforms on foreign aid programs. During the talk on foreign assistance, 

Congressman Adam Smith discussed about the critical role development programs abroad play 

in U.S. national security. The Congressman highlighted the challenges of and recommendation 

for U.S. mission to establish stability around the world.  

The Congressman pointed out the essential link between poverty reduction and terrorism. 

Congressman Smith stated that regions where employment rate is high, people simply lack the 

incentives to join insurgency.15 Smith asserted that it is not effective to hire American 

contractors to stage in the areas and do the jobs for the locals. Instead, our development 

programs abroad should focus on preparing the locals to be self-sufficient and training them to 

perform the jobs themselves.16 
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The challenges the Congressman pointed out were also part of the solution he proposed. Smith 

emphasized on the importance of strengthening partnership between the Defense Department and 

the States Department. Smith stated that it is essential for the Defense Department and States 

Department to cooperate together because it is not possible to achieve our national interest 

without either one of those departments. 17However, two obstacles hinder the two departments 

from cooperation. First of all, the huge disparity in funding the two departments receives; the 

budget the Defense Department receives is enormous in comparison to the amount the States 

Department gets for diplomacy and development programs. Secondly, there’s an existing trust 

issue between the two departments: The Defense Department does not believe in the States 

Department and the States Department does not understand that it is crucial for the military to 

bring in security first before any development programs to be established in the region.18  Smith 

proposed that the two departments must work together to achieve more satisfactory outcomes. 

Smith also emphasized on the importance of elevating the importance of USAID and using the 

Millennium Challenge Project as a model for future development programs. Furthermore, Smith 

recommended development programs having more concentrated funding and be in charge of 

development. 19 

I also had another opportunity to attend the USAID Forward conference. The conference 

highlighted the agency’s visions and missions for the years ahead. The agency emphasized on 

building sustainable development through partnerships with both locals and nontraditional 

partners, including NGOs and small businesses.20 The agency also aims to incorporate 

technology into the process of sustainable development, for example, using mobile phone to 
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detect election fraud. For the evaluation process, USAID also strives to address the evaluation 

problem. 21The agency strives to achieve more accountability in term of measurement on the 

correlation between outcomes and the programs.  22Overall, the agency is striving to assist the 

locals become more self-sustainable: U.S. provide intellectual leadership, script out the missions 

but the locals should be conducting the work.  

Conclusion 

The current foreign assistance systems lack an effective and systematic evaluation method that 

could measure the outcomes and success of the aid programs. The absence of such evaluation 

tool makes it difficult for policy-makers to improve the foreign aid programs.  
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