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I. INTRODUCTION

Private development assistance (PDA) is quietly revolu-
tionizing international development. This paper will examine
this phenomenon as well as the potential benefits and draw-
backs of increased private assistance in international develop-
ment. Private financial flows from developed to developing
countries began to eclipse official development flows in the
mid-1990s. New aid commitments during the Monterrey,
Gleneagles, and Doha summits steadily increased official de-
velopment assistance (ODA) throughout the past decade but
have been outpaced globally by private investment, private phi-
lanthropy, and remittances. These combined private financial
flows now exceed ODA from the United States. After five de-
cades of debating why ODA has seen only limited developmen-
tal success, the increase in private financial flows is buoying
optimism that new private actors, public-private partnerships,
and more unrestricted funding may spur innovation, leading

* Heidi Metcalf Little is Senior Fellow at the Hudson Institute and Dep-
uty Director of the Center for Global Prosperity, which publishes the annual
Index of Global Philanthropy and Remittances.
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to new ways to better the welfare of the poor around the
world.

This Article will detail the size and scope of all private fi-
nancial flows from the Organisation for Economic Co-opera-
tion and Development’s (OECD) Donor Assistance Commit-
tee (DAC) donor countries to the developing world, including
private investment, remittances, and private philanthropy.
This Article will also offer a definition of private development
assistance and suggest tools for transparency that will maxi-
mize the benefits of private development assistance. It will
also argue that the combination of an increase in indigenous
participation in development planning and implementation
and the increase in the sources and quantity of private funding
are creating a new development paradigm that threatens the
entrenched development bureaucracy. The new development
model, however, also faces the challenge of producing results
and avoiding the limitations of traditional development mod-
els.

II. Size aAND ScoPE OF PRIVATE FINnaNcIAL FLows

To understand the increased role of PDA, it is important
to understand the size and scope of private financial flows.
Since 2003, the Center for Global Prosperity (CGP) at the
Hudson Institute has published The Index of Global Philanthropy
and Remittances, which is the only comprehensive report mea-
suring the sources and magnitude of private financial flows
from developed countries to the developing world.! In 2008,
(the latest available numbers) ODA represented only 25.4 per-
cent of donor nations’ economic engagement with the devel-
oping world, while private financial flows, which include pri-
vate investment, remittances, and private philanthropy ac-
counted for the remaining 74.6 percent.? This Article defines
private development assistance (PDA) as cross-border transfers
of cash, grants, loans, in-kind contributions, or volunteer time
to individuals, NGOs, or governments ultimately residing in
Part 1 of the DAC List of Aid Recipients (developing coun-
tries). Private assistance is further limited to aid that is: (a)

1. CTr. FOR GLOBAL ProspERITY, HUDSON INSTITUTE, INDEX OF GLOBAL
ParaNTHROPY AND REmITTANCES (2010), [hereinafter CTR. FOR GLOBAL
PROSPERITY].

2. Id. at 13
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undertaken by private actors including individuals, founda-
tions, corporations, private voluntary organizations, universi-
ties and colleges, or religious organizations; (b) with promo-
tion of economic development and humanitarian need as the
objective; and (c) at concessional financial terms where com-
modities and loans are concerned.

As seen in Figure 1,3 private capital flows to the develop-
ing world spiked beginning in 2003, reaching the unprece-
dented level of $325 billion by 2007. These private capital

Ficure 1
OFFICIAL, PRIVATE INVESTMENT, PHILANTHROPIC, AND
RemiTTANCE FLOws FROM OECD DoNor COUNTRIES TO
DEVELOPING COUNTRIES, 1991-2008 (BILLIONS OF $)
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Source: OECD; Hudson Institute’s remittances calculations from DAC donors to DAC recipients based on
data from the World Bank’s Migration and Remittances Team, 2009; Hudson Institute, 2005-2010.

3. Figure 1 is reproduced from id. at 14, fig. 4.
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flows include investments and lending on market terms, such
as direct investment, private export credits, securities, bank
credits, and other private transactions with DAC recipient
countries. In 2007, the United States accounted for 30 per-
cent of all donor nations’ private investment in the developing
world, at $97.5 billion, a 56 percent increase from 2006. As a
result of the global financial crisis and a sharp decline in bilat-
eral portfolio investment, private flows declined significantly
in 2008. The banking crisis caused many lending institutions
to pull their short-term investments out of developing coun-
tries and decrease their lending activities, causing an overall
decline in capital flows. It should be noted, however, that the
declines were not the result of large decreases in foreign direct
investment. The three private financial flows—philanthropy,
remittances, and private capital investment—from all donor
countries totaled $355 billion in 2008, still almost three times
greater than ODA.*

The growth in private investment has had important mul-
tiplier effects. It has generated interest in social investments in
small and medium enterprises (SME) and micro-finance (MF)
funds in African frontier markets and other emerging econo-
mies. Altruistic motives are often the glue that holds these in-
vestments together. Social investors willingly accept a lower fi-
nancial return on a for-profit investment, provided that social
returns such as job growth, increased wages, or life-skills train-
ing are part of the return.

There are challenges, however, with these socially moti-
vated funds. SME funds are complex and offer wide-ranging
returns. These funds face a challenging financing environ-
ment given the economic downturn, and they must clear costly
barriers to entry, such as burdensome regulatory hurdles
posed by governments in frontier markets. But optimistic
fund managers like Rodney J. MacAlister, who heads the Africa
Middle Market Fund, see these funds as one of the best “bot-
tom up” ways to create long-term economic and social change
in frontier markets. MacAlister projects that, in ten years,

4. Id. at 13.
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parts of Africa will be a profitable mainstream investment op-
tion.%

Remittances, the money that migrant workers send home
to their families, are another important source of private fi-
nancial flows to the developing world. Migrant workers con-
tinue to send remittances home to the developing world in
record amounts. As seen in Figure 1, developing countries re-
ceived $181 billion from immigrants working in DAC donor
nations in 2008. Immigrants working in the United States sent
home $98.6 billion.® After private investment, remittances are
the second-largest financial flow between the United States
and developing countries. In fact, remittances received in de-
veloping countries from immigrant workers in the United
States in 2008 were three and one-half times larger than U.S.
ODA.”

Remittances are an important source of income for peo-
ple in the developing world. They are used to help pay for
food, education, housing, and health care. According to Dilip
Ratha, head of the World Bank’s Migration and Remittances
Team, “In many developing countries, remittances provide a
lifeline for the poor. . .. They are often an essential source of
foreign exchange and a stabilizing force for the economy in
turbulent times.” Some migrants are organizing hometown
associations (HTAs) in their host countries. HTAs pool remit-
tance contributions from members and undertake develop-
mentrelated projects, such as building schools and funding
health clinics, in the migrants’ communities of origin. Mi-
grants are likely to know the needs of their communities better
than development professionals, to nurture stronger, more ac-
countable relationships, and to be more invested in the suc-
cessful outcomes of projects, which may make these efforts
more sustainable over time. The Mexican Government en-
courages HTAs by matching each dollar given by an HTA at

5. The Africa Middle Market Fund, The Case for Investing in Africa
Now, http://africammfund.com/index.php?pageld=5 (last visited May 21,
2010).

6. CtRr. FOR GLOBAL PROSPERITY, supra note 1, at 13.

7. Id.

8. Press Release, World Bank, India Top Receiver of Migrant Remit-
tances in 2007, Followed by China and Mexico (Mar. 10, 2008), http://go
.worldbank.org/CM72ENEMAQ.
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the local, state, and federal level in the popular 3x1 program.®
The success of this program attracted Western Union to offer
an additional match, creating the 4x1 program.!©

After private investment and remittances, philanthropy
accounts for the smallest volume of the three private financial
flows.'! However, its explosive growth in the United States
and its relative size compared to U.S. ODA is changing the aid
framework in the United States, and as a result, the rest of the
world. In addition, private philanthropy is demonstrating an
innovative influence in the wider context of all financial flows,
as evidenced by the growth of social investment, the donative
activities of remitters, and the rise of public-private partner-
ships in international development. Secretary of State Hilary
Rodham Clinton created the Global Partnership Initiative to
coordinate U.S. government efforts with the private sector as a
result of this growth:!2

“There is potential for fruitful partnership between
our government and the dozens of American univer-
sities, laboratories, private companies, and charitable
foundations that chase and fund discovery. . . . And
these efforts have not been the work of government
alone—which, most people don’t realize, contributes
only about one percent of our budget to foreign assis-
tance. The balance is made up by the generous spirit
of Americans and is reflected across our nation’s
landscape, from farms to civic groups to churches to
charities. Over the years, the American people have
opened their hearts and wallets to causes ranging
from eradicating polio in Latin America to saving the
people of Darfur, to helping people who are poor in

9. Rodolfo Garcia Zamora, Collective Remittances and the 3x1 Program as a
Transnational Social Learning Process, Paper Presented at the “Mexican Mi-
grant Social and Civic Participation in the United States” Conference, (Nov.
4-5, 2005), available at http://www.wilsoncenter.org/news/docs/garcia
zamorafinall.pdf.

10. Press Release, Western Union, Western Union Expands Initiative to
Promote Community, Economic Development in Mexico; Mexican State of
Michoacan the Second State to Benefit from 4x1 Program (June 23, 2006)
http://ir.westernunion.com/press/releasedetail.cfvm?ReleaseID=219081.

11. Fig. 1, supra. See also CTR. FOR GLOBAL PROSPERITY, supra note 1, at 14
fig. 4.

12. U.S. Department of State, Global Partnership Initiative, http://www.
state.gov/s/partnerships/ (last visited May 21, 2010).
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Asia purchase livestock, to investing in microenter-
prise. This private giving exceeds the amount our
government spends on foreign assistance.”!?

As seen in Table 1, Americans gave $37.3 billion to chari-
table causes in the developing world in 2008, almost one and
one-half times more funding than U.S. ODA for the same pe-
riod.!* The bulk of charitable activity in the United States is in
the form of small gifts from individuals, channeled through
foundations, private and voluntary organizations (PVOs),
volunteerism, and religious organizations.!> Corporations, as
well as universities and colleges, also make meaningful contri-
butions to developing countries, often in the form of in-kind
contributions, as well as scholarships and fellowships.'6 U.S.
private philanthropy, as seen in Table 1, is a measurement of
the giving in all six of these areas.

Independent, community, and grant-making foundations
in the United States gave a total of $4.3 billion to developing
countries in 2008.!'” Foundations are continuing to focus on
making giving more effective and sustainable. Several major
foundations, such as the Mellon Foundation and Duke Foun-
dation, are providing funding to develop indigenous research
capacity in developing countries so that public policy can be
informed by the work of local scholars.!®

Further, Table 1 shows that private and voluntary organi-
zations contributed $11.8 billion in private funding to the de-
veloping world in 2008 to foster economic development, ad-
dress social needs, provide disaster relief, assist refugees, pro-
mote human rights, and implement environmental
programs.'® New Internet-based giving platforms like Global
Giving and Kiva.org, which allow donors to micro-direct their

13. Secretary of State Hillary Rodham Clinton, Transcript of Remarks,
Center for Global Development (Jan. 6, 2010) http://www.cgdev.org/doc/
2009/ Clinton%20Transcript2.pdf.

14. Tbl. 1, infra. Table 1 is reproduced from CTR. FOR GLOBAL PROSPER-
ITY, supra note 1, at 12 tbl. 1.

15. Id. at 12.

16. Id. at 32.

17. Tbl. 1, supra.

18. CtR. FOR GLOBAL ProOsPERITY, HUDSON INSTITUTE, INDEX OF GLOBAL
PaiLaNnTHROPY AND REMITTANCES (2009), at 24 [Hereinafter 2009 CTR. FOR
GLOBAL PROSPERITY].

19. Tbl. 1, supra.
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philanthropy, give individual donors more flexibility while fos-
tering donor involvement and grassroots efforts under the um-
brella of a PVO.20

TaBLE 1
U.S. ToraL NeT EcoNnoMic ENGAGEMENT WITH
DEvELOPING COUNTRIES, 2008

| Billionsof§ | %

OUTFLOWS

U.S. Official Development $26.8 17%

Assistance

U.S. Private Philanthropy $37.3 23%
Foundations $4.3 I 12%
Corporations $77 21%
Private and Voluntary Organizations $11.8 32%
Volunteerism $36 10%
Universities and Colleges $1.7 5%
Religious Organizations $8.2 22%

U.S. Remittances $968  60%

INFLOWS

U.S. Private Capital Flows $28.8 100%

U.S. Total Net Economic Engagement $132.1

Sources: OECD; Hudson Institute’s remittances calculations from DAC donors to DAC recipients based on
data from the World Bank’s Migration and Remittances Team, 2009; Hudson Institute, 2010.

The sectoral distribution of private giving follows patterns
similar to ODA, although new research suggests that philan-
thropic citizens behave differently from governments when
making choices about whom to give.?! In 2008, PVOs gave 38

20. Kiva — Loans that Change Lives, http://www.kiva.org/ (last visited
May 21, 2010); GlobalGiving: Donate to Grassroots Projects, http://www.g
lobalgiving.org/ (last visited May 21, 2010).

21. Raj M. Desai & Homi Kharas, Do Philanthropic Citizens Behave Like Gov-
ernments 3 (Wolfensohn Citr. for Dev. at Brookings, Working Paper No.12,
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percent to disaster relief, 26 percent to economic develop-
ment activities, and the remainder to democracy and govern-
ance, health and education.2?

While not a financial flow per se, Americans continue to
be generous with their time as well as their money. Americans
contributed an estimated $3.6 billion worth of volunteer time
in 2008 for relief and development causes abroad and for in-
ternational assistance causes in the United States.?3 According
to the Census Bureau, more than 1 million Americans traveled
abroad in 2007 to volunteer. The most popular volunteer des-
tinations are Latin America and Africa, and increasingly volun-
teers are participating in “voluntourism” or “volunteer vaca-
tions” that combine travel and service.?*

U.S. corporations are major players in private philan-
thropy. U.S. corporations contributed $7.7 billion to interna-
tional development assistance in 2008.2> In 2007, the health
sector accounted for 90 percent of corporate giving, made up
primarily of in-kind donations.?6 Corporations are also in-
creasing international corporate volunteer (ICV) programs so
that their employees can donate their time to worthy causes
overseas. According to the Committee Encouraging Corpo-
rate Philanthropy’s 2009 “Corporate Giving Standard,” 49 per-
cent of companies had at least one formal international volun-
teer program in 2008,27 up from 42 percent a year earlier.?8
Pfizer’s Global Health Fellows program dispatches highly
skilled employees to developing countries for up to six months
to transfer skills and knowledge to partner organizations.??

Religious organizations are also important philanthropic
actors. As seen in Table 1, giving by religious organizations

2009) available at http://www.brookings.edu/~/media/Files/rc/papers/
2009/10_kiva_global_giving_kharas/10_kiva_global_giving_kharas.pdf.

22. CtR. FOR GLOBAL PROSPERITY, supra note 1, at 27.

23. Thl. 1, supra.

24. CtR. FOR GLOBAL PROSPERITY, supra note 1, at 27.

25. Thl. 1, supra.

26. 2009 CtR. FOR GLOBAL PROSPERITY, supra note 18, at 29.

27. Comm. ENCOURAGING CORPORATE PHILANTHROPY, GIVING IN NUMBERS
2009: CORPORATE GIVING STANDARD 43 (2009), http://www.corporatephilan-
thropy.org/pdfs/giving_in_numbers/GivinginNumbers2009.pdf.

28. Id. at 37.

29. Pfizer Global Health Fellows, http://www.pfizer.com/responsibility/
global_health/global_health_fellows.jsp (last visited May 21, 2010).
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totaled $8.2 billion in 2008.3° Religious giving plays a large
role in American assistance to the developing world. Nearly
three-quarters of U.S. religious congregations give directly to
U.S.-based international relief and development organizations;
just over one-quarter contribute directly to programs in for-
eign countries; one-third of congregations report that mem-
bers went to foreign countries on short-term service trips; and
just under one-third report support for long-term mission trips
for relief and development.?!

Americans are also generous in their support of interna-
tional students. Table 1 shows that American support for inter-
national students totaled $1.7 billion in 2008.>2 Among the
sources of funds are U.S. colleges and universities and private
sponsors such as foundations, businesses, and religious organi-
zations.®® American students are also volunteering their time
to causes abroad in the form of alternative spring breaks that
give students an opportunity to volunteer for international de-
velopment projects and student-run charities such as the Vas-
sar Uganda Project, which raises money to bring medical sup-
plies and training to impoverished areas of Uganda.3*

The United States is not alone in the generosity of private
citizens and private organizations. As illustrated in Figure 2,35
private philanthropy from all donor nations reached $48 bil-
lion in 2008.2¢ Total private giving from all DAC countries,
excluding the United States, to the developing world totaled
$15.3 billion in 2008.37 The United Kingdom follows the
United States as the most generous private global donor, with
a total of $6.3 billion in private donations.8

While the Index of Global Philanthropy and Remittances has
pioneered more complete measurements of non-U.S. DAC giv-
ing, measuring non-U.S. private giving from the developed
world has a number of challenges. Although DAC countries
report their overseas giving to OECD on an annual basis, their

30. Tbl. 1, supra.

31. C1r. FOR GLOBAL PROSPERITY, supra note 1, at 69.

32. Tbl. 1, supra.

33. CTR. FOR GLOBAL PROSPERITY, supra note 1, at 32.

34. 2009 CtR. FOR GLOBAL PROSPERITY, supra note 18, at 45.
35. Fig. 2 is reproduced from id. at 15 fig. 6.

36. Id. at 15.

37. Id. at 41.

38. Id. at 41 fig. 1.
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FIGURE 2
TotAL AssiSTANCE FROM OECD DoNOR COUNTRIES TO
DevELOPING COUNTRIES: ODA, PHILANTHROPY AND
REMITTANCES AS A PERCENTAGE OF GNI, 2008
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Source: OECD, Development Co-operation Report 2010; Hudson Institute’s remittance calculations from DAC donors
to DAC recipients based on data from the World Bank’s Migration and Remittance Team 2009; Stein Brothers,
AB, Scandinavia 2009-2010; Charles Sellen, France, 2008-2009 and VU University Amsterdam Department of
Philanthropy, Netherlands, 2009; Instituto per la Riceraca Sociale, Italy, 2009; Le Cercle de Cooperation des OND
de Developpement, Annual Report, Luxenberg, 2009; Vrije Universiteit Amsterdam, Geven in Nederland 2009,
Netherlands, 2009; Council on International Development, Annual Report, New Zealand, 2009; Plataforma Portu-
guesa das ONGD, Annual Report, Portugal, 2009; Coordinadora de ONG Para El Dessarrollo Espana, Informe de
La Coordinadora de ONG Para El Desarrollo-Espana Sobre El Sector De Las ONGD, Spain, 2009; GuideStar Data
Services, United Kingdom, 2009; Center for Global Prosperity, United States, 2009-2010.

figures are incomplete, as they are largely based on voluntary
surveys of PVOs that do not capture all PVO donations.?®
Most DAC donor countries also do not fully report giving by
corporations, foundations, religious organizations, and volun-

39. Id. at 15.
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teers.® Three countries—France, Spain, and Norway—did
not report any overseas private giving for 2008.41

In addition, European private giving historically is lower
than U.S. giving because Europeans tend to give abroad
through their governments. However, the European giving
number is clearly still underreported because data is limited
and piecemeal. Continued efforts are required to better cap-
ture non-U.S. DAC donor activity to the developing world.

III. ACCOUNTING FOR PRIVATE DEVELOPMENT ASSISTANCE

Despite temporary setbacks due to the current recession,
PDA is projected to grow globally over the long run and con-
tinue to exert influence on ODA, leading for calls for in-
creased coordination and harmonization of PDA. The fear is
that PDA is too fragmented to make wide-scale change and
increased harmonization and regulation would better align aid
efforts. In its Action Plan for Harmonization to the OECD, the
U.S. Government states that “an important part of donor ef-
forts to harmonize should be to define how to include non-
state donors in the process of harmonization. We would also
like to emphasize that harmonization can and should take
place for all aid modalities and that the call for harmonization
is not a call for increasing reliance on budget support.”#2

The proponents of increased harmonization of aid, such
as the U.S. government, claim it will result in greater aid effec-
tiveness. In reality, however, many of these efforts rely on ex-
ogenous mechanisms such as regulations, working groups, co-
ordinating councils, and targeted campaigns for efforts like
famine relief. Consequently, they attempt to force burgeoning
and innovative private and public-private development efforts
back into existing development paradigms. This has the po-
tential to limit the most promising aspects of private develop-
ment assistance: its flexibility and ability to experiment, its
grassroots nature, and its inherent competitiveness. This, in
turn, will limit the effectiveness of private aid and encourage
waste.

40. Id. at 15.
41. Id. at 42.

42. OrG. FOR SECURITY & COOPERATION IN EuUr., U.S. AcTtioN PLAN ON
HarmoNi1ZATION, http://www.oecd.org/dataoecd/23/26/30094584.pdf.
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IV. MAXiMIZING PRIVATE DEVELOPMENT ASSISTANCE
THROUGH GREATER TRANSPARENCY

A number of efforts are under way to develop greater
transparency, which has the potential to maximize private de-
velopment assistance. Transparency is important because it
encourages actors to reward effectiveness, collaboration, and
innovation.

To improve transparency, a global network of researchers
is required to collect and analyze data about where money is
coming from and where it is going, and to promote best prac-
tices. The Hudson Institute’s efforts to capture private philan-
thropy in the United States should be expanded to capture
charitable financial flows from all twenty-two DAC donor coun-
tries, eventually expanding to include the “BRIC” (Brazil, Rus-
sia, India, and China) countries, and possibly the countries
hoping for accession into the European Union. Understand-
ing private aid flows and what works will allow for more effec-
tive distribution of resources, reveal gaps and needs, and result
in accountability, collaboration, or healthy competition.
Faced with fewer resources and increasing needs at home and
abroad, donors want to know that their contributions make a
difference. Online rating organizations like Charity Navigator
and GuideStar have been joined recently by GiveWell, Philan-
thropedia, and GreatNonprofits.*®> While attempts to measure
the effectiveness or efficiency of charities is not new, Internet
platforms provide reach and scale for these organizations to
experiment with crowd-sourcing, assessment questionnaires,
and the distribution of investment-like research to the general
public.

Another possible dimension of transparency would be to
capture project-level information from international non-prof-
its in a geographical information system (GIS) format, thereby
visually mapping out PVO activity around the world. Data
about the on-the-ground efforts of PVOs could be overlaid
with private development assistance data and other known
health, disease, and poverty data. Clusters of over- and under-
served regions, threats, gaps, and opportunities would emerge.
As a result, donors could make more informed choices about

43. Amy Feldman Rethinking How to Give, BLOOMBERG Bus. WK., Jan. 13,
2010, http://www.businessweek.com/investor/content/jan2010/pi201001
13_727147 .htm.
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where to direct their resources, beneficiaries would have a
greater voice and more opportunities for collaboration, and
competition and innovation would increase.

V. CHALLENGES AND OPPORTUNITIES FOR PRIVATE
DEVELOPMENT ASSISTANCE

A.  Indigenous and Diaspora Efforts

There are a number of challenges and opportunities for
PDA. One of the most promising opportunities in develop-
ment today is the rise of indigenous and diaspora philan-
thropy and the emerging voice of Africans demanding greater
participation in development planning and implementation.
These new assets and voices encourage local ownership and
initiatives, peer-to-peer approaches, self-reliance, and feed-
back.

Research is showing that local ownership, peer-to-peer ap-
proaches, and other factors encouraging self-reliance are cru-
cial to successful projects. Carol Adelman and Nick Eberstadt
completed a thorough review of USAID’s Impact Evaluation
Series alongside other projects by funded by USAID, the
World Bank, foundations, and corporations that were found to
have measurable impact.#* They determined that successful
projects featured collaboration between U.S. and developing-
country institutions, especially private institutions. They iden-
tified nine characteristics and principles of foreign aid projects
that work: local ownership and initiative; partnership; lever-
age; flexibility; peer-to-peer approaches; technology adapta-
tion and adoption; self-reliance; continuous information feed-
back; and risk.

Encouragingly, indigenous and diaspora philanthropy are
creating local assets to address local needs in the developing
world. Community foundations are being organized across
the developing world; there were seven in Africa with almost
$7 million in assets in 2007.45 Often funds are raised and

44. Carol Adelman & Nicholas Eberstadt, Foreign Aid: What Works and
What Doesn’t, American Enterprise Institute Development Policy Outlook
No. 3, Oct. 2008, available at http:/ /www.aei.org/docLib/20081027_23618D
PONo3g.pdf.

45. WORLDWIDE INITIATIVES FOR GRANTMAKER SUPPORT, COMMUNITY FOUN-
DATION GLOBAL STATUS REPORT OVERVIEW (2008), available at http://www.
wingsweb.org/information/publicationscommunity_2008_main.cfm.
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granted within the same countries. HTAs, migrant profes-
sional associations, and newly formed student diaspora organi-
zations like Harambee Endeavor formally and informally trans-
fer the time, talent, treasure, and social capital of international
students and migrants to benefit communities in the develop-
ing world.6

The growth of indigenous philanthropy has been paral-
leled by the emergence of indigenous voices calling for a
greater role in how philanthropy is planned and managed.
Dambisa Moyo, author of Dead Aid: Why Aid is Not Working and
How There is a Better Way for Africa, has brought attention to
existing calls for a greater African voice in aid delivery to the
continent. Her call for “a generous dose of honesty about
what works and what does not as far as development is con-
cerned” has been roundly criticized by development elites.*”
But she counters that foreign aid fosters corruption, depen-
dency, and poor government, limiting opportunities for entre-
preneurship and disenfranchising African citizens.*®

Key players in African development are increasingly call-
ing for serious changes in the way aid is planned and distrib-
uted. Rwandan President Paul Kagame echoes Moyo’s belief
in the crippling effects of long-term aid dependence:

It is my view that more African voices need to be
heard in this debate—it is time that we delink the
survival of our continent from aid by using it properly
to create a solid base and preconditions for a future
without it. . . . [B]ut it cannot become a long term
substitute for business, investment, innovation and
hard work.49

Clearly Africans understand that the existing aid paradigm
needs to change. Ghanaian economist George Ayittey notes:

The ‘more aid for Africa’ campaign has become so
steeped in emotionalism, overt racial sensitivity, and
guilt (over colonial iniquities) that pragmatism, ra-
tionality, and efficiency have been sacrificed. So

46. The Harambe Endeavor, Our Challenge, http://hendeavor.org/con-
tent/about/mission.php (last visited May 21, 2010).

47. Dambisa Movo & NiaLL FErRGUsoN, Deap Amp 154 (2009).

48. Id. at 52-53.

49. Paul Kagame, President, Rep. of Rwanda, Keynote Speech at Nelson
Mandela Foundation’s Promise of Leadership Dialogue (Mar. 20, 2009).
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many Western governments, development agencies,
and individuals have tried to help a continent and its
people that they do not understand. More than $450
billion in foreign aid—the equivalent of six Marshall
Plans—has been pumped into Africa since 1960, with
negligible results.>¢

Ayittey deplores the generation of “hippos”—the corrupt
and complacent leaders he says have ruined postcolonial Af-
rica—and celebrates the up-and-coming, agile generation of
“cheetahs” who are taking Africa’s future into their own
hands.?!

B. Diversity of Funding Stream, Independence,
and Appetite for Risk

This section will examine the diversity of funding streams
and the risks and benefits of these diverse funding streams.
One of the biggest strengths of private development assis-
tance, and philanthropy in particular, is the diversity of fund-
ing streams it creates, which thereby produces large charitable
resource flows. Just over half of the $37 billion given to devel-
oping countries from the United States in 2008 came from
millions of small individual donors through religious organiza-
tions and PVOs.>2 The $4.3 billion given by foundations was
awarded from a pool of 1,490 of the nation’s largest founda-
tions.?® These diverse funding streams represent the plurality
of values and motivations of U.S. donors and can support a
range of innovative projects in developing countries to ap-
proach problems from many angles. The most innovative solu-
tions can then be scaled up through sustainable grassroots
projects and public-private initiatives.

The downside of diverse funding streams is that they may
dilute the ability of individual private actors to approach large-
scale, complex problems in a top-down and scalable way. Ac-

50. George B.N. Ayittey, Poverty: Can Foreign Aid Reduce Poverty? No, in
CONTROVERSIES IN GLOBALIZATION: CONTENDING APPROACHES TO INTERNA-
TIONAL RELATIONS 89 (Peter M. Haas, John A. Hird & Beth McBratney eds.
2009).

51. George B.N. Ayittey, Cheetahs versus Hippos, Ted Talks, Arusha,
Tanzania (June 2007), available at http://www.ted.com/talks/george_ayittey
_on_cheetahs_vs_hippos.html.

52. CENTER FOR GLOBAL PROSPERITY, supra note 1, at 66.

53. Id.
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cording to Jeffrey Sachs’ review of five efforts that met his defi-
nition of successful development assistance, reliable funding
and the ability to take projects to scale were among six charac-
teristics and principles of development interventions that
worked.5*

There are other benefits to the diversity of funding
streams. One unique benefit of private development assistance
is its ability to fund projects that governments cannot fund but
that make an important contribution to a vibrant civil society,
such as religious institutions and controversial civil society or-
ganizations. It also can take risks that governments are reluc-
tant to accept.’® However, as incentives increase for private
development actors to undertake public-private partnerships
with government actors, there will be a challenge for private
assistance to retain its unique strengths of independence, ap-
petite for risk, and flexibility while co-investing with less flexi-
ble ODA partners who have equity and political constraints.

C.  People-to-People Connections

There is another important role for private philanthropy
that involves the connections people make through private giv-
ing. Charitable causes allow people to make people-to-people
connections in ways that governments cannot. This is a major
reason for the dramatic increase in giving to the developing
world. New charitable tools, like the online portals Kiva.org or
GlobalGiving.com further remove the distance between the
donor and beneficiary. In many ways, private philanthropy is a
non-rational capital market in which people make decisions
with their hearts instead of their heads; this is one of its
strengths—and a potential challenge.

Raj Desai and Homi Kharas recently confirmed the power
of people-to-people connections in their study of Internet-
based giving platforms Kiva.org and Global Giving. They

54. Jeffrey Sachs, Poverty: Can Foreign Aid Reduce Poverty? Yes, in CONTRO-
VERSIES IN GLOBALIZATION, supra note 50, at 78-79. The five efforts reviewed
were the Asian Green Revolution, smallpox eradication, and campaigns for
family planning, increasing child survival, and treating AIDS, TB, and mala-
ria. Id.

55. As Bill Gates noted, “We can take risks where a government won’t or
can’t.” Steve Inskeep, Bill & Melinda Gates: Benefits of Global Health Aid, NAT'L
Pus. Rapio, Oct. 28, 2009, http://www.npr.org/templates/transcript/tran
script.php?storyld=114220856.
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found that private contributors act differently from govern-
ments when making decisions about where to give money.
Americans who give generally try to understand the situations
of people in need.>¢ Matt Flannery, founder of Kiva.org, also
recognized the power of information and empathy, “When un-
derstanding increases, so does generosity. People are inher-
ently more generous towards people and causes they under-
stand.”®?

These connections, however, do not guarantee results.
The challenge for intermediary organizations is that if philan-
thropically inclined individuals care more about the connec-
tion with an individual in need and less about demanding ac-
countability, the success of the collective efforts of the institu-
tional intermediaries is measured by volume of dollars, not
necessarily by lives changed or needs met. Without having to
produce evidence of change, the private institutional in-
termediaries could find themselves in jeopardy of becoming
like the ODA, accomplishing few measurable results while
squandering resources over long periods of time.

Connection-based giving also raises the concern that do-
nors may contribute only as long as they are moved by a cause.
Once they are inured to the touching story, lose connection
with the beneficiary, or conclude that the problem is hopeless,
they may give somewhere else or stop donating altogether.
Organizational accountability, however, may be essential to
avoiding donor fatigue while also addressing the concern, dis-
cussed supra, that intermediary organizations are at risk of be-
ing absolved of responsibility. A study examining the reten-
tion behaviors of donors participating in low-value monthly
contribution commitment programs found that knowledge of
how the organization had fulfilled its mission was a key ele-
ment for donor retention.’® Intermediaries and PVOs will
nurture longer-term donor relationships when they produce
evidence of lives change and gather data on results. The ab-
sence of this stewardship may threaten the long-term viability

56. Desai & Kharas, supra note 21.

57. Homi Kharas, U.S. Private Philanthropy, Up FRONT BLOG. Nov. 2, 2009,
http://www.brookings.edu/opinions/2009/1020_private_philanthropy_
kharas.aspx.

58. Adrian Sargeant & Lucy Woodliffe, The Antecedents of Donor Commat-
ment to Voluntary Organizations, 16 NONPROFIT MGMT. & LEADERsHIP 61, 73
(2005).
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of their donor base and ultimately compromise their altruistic
mission.

VI. CoNcLUSION

As detailed in this paper, there are many potential bene-
fits to the increasing flow of ODA, as well as some downsides.
One of the great hopes of PDA in the United States is that the
sheer size of the private flows will force changes in the way that
foreign aid is delivered. There is consensus that a new model
is needed for foreign aid, and there is hope that requiring for-
eign assistance to leverage private aid will add a much-needed
market test that might lend transparency, accountability, and
sustainability to ODA.

As noted above, however, PDA is unlikely to be a panacea.
For one thing, if rigorous evaluation and transparency mecha-
nisms are not developed, it may fall into many of the same
traps that bedeviled ODA. Private development assistance ac-
tors must find a way to make their efforts sustainable and scala-
ble without losing the strengths of the diverse and innovative
funding streams currently making their way around the world.
Although private development assistance actors are also largely
committed to leveraging their contributions to the developing
world by working with local actors in people-to-people, grass-
roots efforts, more progress must be made in including the
voices of local actors in the planning and delivery of both pub-
lic and private aid. The past decade has offered us a glimpse
of the power of private development assistance, but harnessing
that power for the long-term alleviation of poverty remains a
work in progress.






