MECHANISMS OF AID

"Aid' 18 in fact a =misnomer. 'Aid-riving' emerced with the crisis in the

imperialist svstem, which between the wars manifesled itself in increasine
illinu:ditv, It is a mechanism whereby money finance capital is exported by
monovoly imperialist capital and the states thereof from Lhe centres of

accumil atian ([he U.5. and Lurope) to 'peripheral' countries., It is a mechanism
whereby an attempt 18 made to resolve the contradictions of capital which manifest
themselves in the crises of overaccumulation which are expressed at all levels

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

capitnlist relations mrking 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 'communiam,' second the over-
production of capital in the U.S. and thirdly, the extensive destruction of capital]
in Europe which threatened to hasten the first and finally later, the attempt to
develop neo-colonial solutions in underdeveloped countriea, Aid flows are
comnosed of rerants and loans given in a number of different forma - bilaterally,
multilaterally, or by international agencies with a variety of conditions on
the use of the resources financed and for repayment. The interest charced on
such 'nid' is below commercial rates. However the real value thereof must be
distincuished from the nominal value of aid-discounted for the hicher priced
commodities to which it is often tied, for price chances and the loss of
mitonom~ which neceasnarily accompanies the acceptance of aid.

The common feature of all aid is Lo sustain and enhance control of markets
for the murchase of raw materials, for the sile of commodities and for private
investment for the nid river. In other words the aid-civer can exercise 'leveragre'
the nbility to influence the cenernl economic policies of the aided country
in specific directions. Not onlvy are the economic structures of the aided country
affected byt so is the class structure.

STATE AID.

President J.F. Kennedv once stnted "Foreien aid is a method by which the 1.5,
miaintaing n position of influence and control around the world, and sustsins a
numher of countries which would definitely collanse, or ras=s into the commnist
bloc". (in Masdoff p. 117). In the words of a U.S. presidential comnission:
U.S. foreioen nid includes "wrifts to prove our esteem for foreien hewls of siLate,
hastily devised proiects to prevent Soviet aid, cnmbles Lo maintain existine
zoveraments in power." (in Mazdoff p 117)

. Mardoif clnss:.fies this aid accardine to its mrpose or resunlt:

« "To lanlement world-wide military and political nolicies of tie U.S.
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" 'n onfoar~e the anen=door nalicv: ftor freadom of accesg to rov mteri1als,

_

trade and invesument opnortunities for L.5. husiness.

1). Te ecneure thrt swch econamic development as does tnke place in the
underdeveloped countriez 18 [irvly rooted in capitalist wavs and practices,
4). To ohtnin immedinte economic rnine for U.S. husinessmen seekine trmle and
investment onnortunities.

5)s To moke the receivers of aid increasingly dependent on the U.S. and other

capital markets," (Masrdoff p 117).

6). To maintain continued Aaccess to military bases and other stratecic facilities
maintaininr ties with formal allies and strencthening them militarily, the suh-
imperialist powers heing particul=srly important as the U.S. is forced teo withdraw
from an oyert hi~h profile nasition.

Most U.S, '"nid' has in fact rone to the developed countries, From .Iyly 1945
to June 1987
1). 19% af aid went to develoned countries.

'57T ~ '67 13% (Marshall Plen)

2). 30% to 'client' stntes / forward-defence states.

3). 30% to the rest i.e. to 7T0% of non-communist world population,

Farthermore, between 1945 and 1967

a). 73% to the developed countries

b). 87% to client countries

and 42% to the Underdeveloped countries was in the form of grants and even '
the influence of the Yianrshnll Plan is removed the pattern is not avhstantially
different accordint to Mardoff (pl151). This parallels the pattern of 'private'
canitnl flows in that capitn] flows predominantly between developed capitalist
socinl formations. Ultimatelw this aid is state sssistance to MNC's which derive
bothk direct ghort-term and indirect long-term benefits: the atate heing
subordinante to the interests of monopoly capital; for exemple nid procurement
neccounts for 30" hy value of U,S, steel exports. Aid procurement alao accounts
for 0% by valve of U.,S. asricultural exports (ef. food-nid).

In the lonrer term, the continuation of the imperialist stage of capitalism is
secured. State nid-money capital provided directly or indirectly to 'mnnational’
rrpitnls ennbles capitnl to expand and in doing so enables it to expand ites nene-
tration of other socinl formations. To understand aid at a lower level of abstractiom
the specificntion of the relations between different social forma ia required.

Masdoff writes

"Tn mitition to openinre up trade channels and subsidizing busineas opportunities
in exnort lines, the foreirn aid procrwmme nlso gives n hoost to U.S. foreign
in the sren of

1), weneral svpnort and protcct ‘on
©), wresevre on rec'pients to sien treaties on support of investment gurntes
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vrree o L8 ere L1t Lbhe nroteciive leersl environment and
3). L.S., brsiness exnenges 1 loreirn countries are often paad for.”
Finallv, srccormline to Mardaft, "U.S, otticinl necessirily participate at
practic 'ly every level of recipient's decision makine in the realm of econonmic
affairs."

THE INT UM TTON'T AGENCTSS,

i W

e most. imnortant internstionnal acencies are the T.M.F. (Iiternational Monetnry
Fund) spd the World Bank, bot! founded at the 1944 Bretton Woods conference,
hot' nominally part of the U.N. svstem. Vemhershin of the former is a prerenuisite
to memhershin nf the Intter and elicibilitvy for its lonns, Although their loans
do overlan wenernlly the fund mnkes short-term loans for balance of payments
supnort and the bank makes loans for snecific projects and for lonver terms,

"The bank has recently decided that it too can leritimntely provide balance of
payment sunpnort and enforce liberalization and fin'neial discinline on horrowine
countries., Similarly althourh it 18 usunlly the Bank which orranizes aid
consortium, tihe IMF is invariably a key member of them and occasionally tnkes the

role af orranizer." {Lﬂ_}'ﬂ'r p 215)

The fund located in Washinecton has heen dominrted since its inception by the
U.S.\A. ‘ecordine to Paver no major decisions nre mule arainst the stronr wish of
the U.S.A. which has the larsest nuota arainat which votes nre weichted, The
U.S, had an effective veto power over important decisions includinzg that of quota
ad justment. The I1.M.F. has been a major source of finance for the U.5. deficit
finnancine fully 10% thereof from 1960 to 1967 and hns invested its own funds in
U.S, movernment securities thus loaning the U.S. zovernment monevy.

Towrrds the ead of the 50's a new gtyle of aid-riving came nbout. "The mnior
components of this new stvle were:

a). the srowth of the practice of 'tied-aid';

b ). n shift in emphnsis from 'proiect' to progrnmme aid:

e). the development of the 'consortium' technine in order to co-ordinate policies
of severnl different nid-rivers, nnd Lo encournge more countries to 'share the

aid burien' with the U.S.}

d). the decision to rely on IMF stand-by arrangements as a pilot for other aid
proTrammes;

e). an incrense of more than 50% in IMF quotas and therelore spendine power:

fY. the formation of the International Development Association (1.D.\.). an
affilinte of the World Jank which could ndminister lendine of 'soft' loans

(on very much easior terms than commercinl).” (Paver p 2%.]

I.M.F. loans are senerally tied to '"stabilization' procrammes, the bhasic comnonents
of wvhich are
1). "Abolition or liberalization of foreirn exchange and i“port controls.

2), The devaluation of exchanre rate.
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1Y, Domestie anti-inflationary proesramnes, including:
a). control of bank crelits; hicher interecst rates nand perhaps hirher reserve
requirement:
h}. control of the movernment deficit; curhs on spending, increases on tnxes nd
in prices chargced by public enterprises, nholition of consumer subsidies:
c¢). control of wage rises, so far ns within the zovernments powers;
d). dismantling the price controls.

4). Greater hospitality to foreign investment." (Paver pﬂﬂ}.

This results typically in the take-over of domestic owned businessmen by foreipn
companies and the 'squeezing' of domestic capital mso
a). sales drop.
b). the cost of imports and unpaid foreign debt increasea.
¢). loans become more difficult to make as bank credit contracts and
d). protected =iarkets are lost.,
According to Payer, "It is an explicit and basic aim of the IMF programmes to

discourace local consumption in order to free resources for export.” (Payer pi2)

More recently the international agencies have turned their attention more to
agriculture with predictable results - the encouragement of cash cropping,
mechanizotion and heavy fertilization, etc.

Finally the Fund ®"runs an institute for the training of Central Bank and Finance
Ministry officials, and disperses its graduates, indoctrinated with the Fund
ideology, throughout the third world where they form an 'old boy' network of
support for fund principles.” (Payer pi4)
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