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 (Q2) Foreign Aid in International Political Economies
Introduction
Most countries engage in the foreign aid provision as donors or recipients, or both. States have a history of using foreign aid for pursuing foreign policy purposes. According to Development Assistance Committee (DAC) of the Organisation for Economic Co-operation and Development (OECD), foreign aid refers to resource proceeds provided by official states or agencies with the intent to further economic development. The resources can be economic in nature, such as financial contributions or may include technical assistance and commodities such as food aid or agricultural equipment. Military aid or anti-terrorism activities do not include foreign aid.
Foreign policy can be defined as a country’s behaviour with regard to other states in the international arena, driven by its need to achieve its goal. States have several tools they use to further their foreign policy. They may include diplomacy, military force, foreign aid, among other tools. Foreign aid is therefore a tool that a number of policy makers use to further their foreign goals. According to Apodaca (20), foreign aid allows the donor states access and influence in the domestic and foreign affairs of other states. U.S. leaders and policy makers view foreign assistance as an “essential instrument of US foreign policy” which has “increasingly being associated with national security policy” (Tarnoff & Lawson 1). 
The objective of foreign policy is to influence foreign governments and shape international affairs to suit the state. According to Palmer & Morgan (23), states have two main aims in their trading with other states in the international system: to maintain or change the status quo of the recipients.  Foreign aid can also be used to enhance to military involvement. It is evident that donor-state military interventions have a significant effect on that state foreign aid award. Foreign aid is a tool used to supplement the use of military force to ensure that foreign policy goals are met and secured. The goal of enhancing human rights standards, strengthen good governance and democracy, and the reduction of poverty in the target state cannot be achieved with military might alone, but require provision of foreign aid. 
Foreign Aid Accomplishment
ODA includes the following sectors of aid allocation as classified and defined by the OECD website. They are also the desired goals that foreign aid is directed to achieve to the recipient country:
a) Social infrastructure and Services, including funding for health, education and promotion of civil society,
b) Humanitarian Assistance which encompasses emergency response, reconstruction and disaster prevention,
c) General Budget Support Funds, which are contributed towards government budgets.
d) Multi-sector Support Funding, which is geared to projects which extend to several sectors,
e) Economic infrastructure, which funds communication, transportation, energy and banking projects and financial service development,
f) Production sectors, which includes funding for fishing and forestry, agriculture, industry, mining and construction, and
g) Action Relating to Debt, which includes debt swaps, debt forgiveness, and debt relief.
Foreign aid is awarded to a recipient country to smoothen and induce economic development, enhance human welfare, and reduce poverty. The aid contributes to global security by tackling threats to human security, such as population growth, environmental degradation, peace-making, human rights violations, diseases, and the ever expanding gap between the rich and the poor. Provision of foreign aid has developed into an international norm, where rich countries provide assistance to poor countries to better human condition. Consequently, researchers have discovered that foreign aid is often used for interest other than development reasons. It is used to promote Geo-strategic interests, for the right to build and maintain foreign bases, to strengthen alliances, or to keep allied regimes in power. It is also used to promote the economic interests of the donor state, for instance open new markets to finance the donor’s domestic firms, or to provide employment for the donor’s domestic workers.
There are three channels of foreign aid: bilateral, multilateral and/or trust funds. Bilateral aid flows directly from donor to recipient; through the public sector, NGOs, or public-private partnerships within the chosen recipient states. In this, the recipient is obligated to the donor. Multilateral aid can only be delivered through multilateral organizations including UN agencies, World Bank and IMF. Multilateral trust funds “allow (s) donor governments to cooperate with like-minded donors only, targeting their aid to specific countries, and development objectives while using the financial and, by large, the implementation infrastructure of the multilateral organization which hosts them” (Einchenauer & Knack 2).
In spite of trillion of dollars provided for foreign aid, global economic inequalities persist and countries remain undeveloped, both economically and politically. The foreign aid in the form of loans leaves the developing countries with intense debt and poverty. We can therefore conclude that foreign aid is a political tool that serves the interest of the donor states, not minding the impact of the recipient states as long as their interests are achieved through the aid.
(Q3) The Bretton Wood System
Introduction
The Bretton Woods System was an international monetary system that was established in Bretton Woods, New Hampshire, in July 1944 by representatives from forty-four nations of the world. The  System was the first example of a fully arranged monetary order with the intension of governing monetary relations among independent states. Under this new system, the states pledged that their central banks would retain fixed exchange rates between their currencies and the US dollar. The bank would purchase money in foreign exchange markets if the country’s monetary value became weak compared to the dollar. That would lower the money supply and increase its price. The bank was to print more money when the value was too high. That would increase the supply and lower its price. The Bretton Woods System member states agreed to avoid trade conflicts by lowering their currencies strictly to increase trade. The countries were given the freedom to regulate the currencies in case the foreign direct investment destabilized their economies.
Before the establishment of the Bretton Woods System, the gold standard was used by many countries. The gold standard refers to “a commitment by participating countries to fix the prices of their domestic currencies in terms of a specified amount of gold (35ounces). National money and other forms of money (bank deposits and notes) were freely converted into gold at the fixed price”(Bordo 8). Bretton Woods System required each member state to redeem its currency for US dollar. The reason for using United States dollar was due to its possession of three quarters of the world’s supply of gold and no other country had enough gold to back it as a substitute. Bretton Woods transformed the world from using gold standard to using the U.S. dollar standard. Following the adoption of the dollar, it increased in use relative to other currencies as its demand was high, though its value in gold remained the same. This disparity in value will result to for the failure of the Bretton Woods system few years after its establishment.
Why Bretton Woods Was Set Up
It was till World War I, when most countries using gold standard began to print their money to cater for the ongoing war financial demand. This caused hyper-inflation, as the supply of money overwhelmed the demand. The value of money fell so dramatically that, is some cases, people needed sacks full of cash to buy a loaf of bread. After the war, most countries revived the use of gold standards. The gold standard was used until the Great Depression, when investors sought forex trading and commodities following the crash of market stock in 1929. This action resulted in the value of gold shooting high, and people started repossessing their dollars for gold. The Federal Reserve worsened the situation by defending the nation’s gold reserve when it increased the interest rates. The countries resolved to abandon to a pure gold standard. The Bretton Woods System enabled the nation to have a more flexible monetary system. A member state of the system had the ability  to change its monetary value if it needed to correct an economic equilibrium.
International Monetary Fund (IMF) and World Bank
Following Bretton Woods conference, the representatives established two institutions, namely the International Monetary Fund (IMF) and the World Bank. The IMF was mandated to oversee exchange rates and lend reserve currencies to nations with balance-of-payments deficits, acting as the global central bank. On the other hand, World Bank Group, previously the International Bank for Reconstruction and Development, was assigned the responsibility of providing fiscal assistance to the European countries that were destroyed during World War II, and for the economic development of less developed countries. The IMF was officially launched in December 1945 after twenty-nine member countries met and signed articles of agreement. The countries resolve to keep their money fixed, but adaptable to the dollar. A country receives a quota based on its relative position in the world economy when it joins IMF, which determines how much it contributes to the fund (Eichengreen 47). 
The Bretton Woods System became effective in 1958 and countries made their payments in US dollars. The United States ensured the price of gold remained fixed and altered the supply of dollars to achieve confidence in future gold convertibility. The system was in place until stagflation occurred; that is persistent US balance-of-payments deficits resulting in foreign-held dollars exceeding the US gold stock. This implies that US could not fulfil its obligation to redeem dollars for gold at the official price.
In response to this, President Nixon started to deflate the dollar’s value in gold.  He re-valued the dollar to 1/38 of an ounce of gold, then to 1/42 of an ounce. The presidents plan backfired as people redeemed their devaluing dollars to gold. In 1973, Nixon unhooked the value of the dollar from gold altogether. Without price controls, gold quickly shot up to $120 per ounce in the free market. The Bretton Woods System clashed.
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