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Tied aid refers to aid that must use goods and services from the donor country. In
practical terms, this means food aid, and all contractors and vehicles used to implement
aid, must be imported from the country that is providing the aid. Under the Foreign
Assistance Act of 1961, if a USAID mission wants to purchase goods or services locally, it
must request a waiver of the law on a case-by-case basis.?

Many countries tie their aid, but the United States ties more of its aid than any other donor.
The US tied 54 percent of its aid in 2006, although this was down from 68 percent in 2005.°
The growth of two new US aid programs that provide untied aid—the MCC and PEPFAR—
will likely continue this untying trend.

Untying aid is considered a positive trend because tied aid has two major disadvantages:

“Buying American” when you are transporting something halfway around the world is a
recipe for inefficiency. Studies suggest that tying aid raises the cost to US taxpayers
by 50 percent over purchasing the food locally.*

When aid is tied, it makes a “round trip”: US development aid is sent overseas, where it is
implemented by US companies using US consultants and US goods. When the aid is
implemented, most of the value flows right back to the US instead of promoting growth in
the developing country.
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For example, US food aid is tied—it must be purchased and packaged in the US and 75
percent must be shipped on US carriers.® Tying the transport of food aid to US carriers is
particularly expensive. As a result: transportation, not food, eats up 65 percent of the
budget for US food aid.® And because food aid is tied to US transportation, importing
food staples from the US can take as long as four to six months’ when neighboring
countries often have surpluses of the same crops that are faster and cheaper to transport.
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In addition to food aid, technical assistance is often tied. The result is that experts from the
donor country do not always coordinate their programs with the recipient government’s
national plans, which can cause duplication of efforts and inefficiencies. Technical
assistance from the US is coordinated with the country’s programs only 53 percent of the
time, which is lower than average, although that figure has improved from 41 percent in
2005.2 In either case, the recipient country is left with aid whose value for fighting poverty
is diluted by its inefficient route.

Inefficiency is not the only reason that tied aid does not achieve foreign aid goals. Aid
should be first about poverty alleviation, but tying development aid sows doubt about US
motives. Tied aid makes our well-intentioned foreign aid system appear self-serving, and it
sends the message that foreign aid is designed to invest in the US, not the recipient.
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America By untying aid, President Obama and new Congress would send a strong signal to
American taxpayers that the US government will spend taxpayer dollars as efficiently as
possible and that our foreign aid budget will not tolerate waste.

Untying aid would also send a strong signal to the world that the US intends to reaffirm its
values by demonstrating that our development aid is given for the right reason: to help
people in developing countries earn their way out of poverty.
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