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For the third time in a little more than a century, Wall 

Street is in crisis. The effects have spread throughout 

the world. The previous crises of 1907 and 1929–32 ended 

when the American business sector recovered. Around 

the world today the response so far has been the same: to 

shore up each country’s local business sector. We see a 

global consensus among prosperous nations that a thriv-

ing business sector is the source of their prosperity. They 

know that their local businesses are the only hope to have 

enough good-paying jobs for the majority of their people 

on into the future. These nations are taking massive gov-

ernment action, not to replace the business sector but to 

revive it.
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Not so for many poor countries. Their own governments 

are mostly anti-business, and the aid that rich countries 

give them overwhelmingly supports government agencies 

and nongovernmental organizations (NGOs) rather than 

business. For some reason, rich countries support busi-

ness in their own countries but not in poor ones. This book 

explains the reason and offers an alternative to the current 

aid system: a large-scale program of pro-business aid for 

the poor nations of the world.

The leading advocates of the current aid system are  

celebrities like the rock star Bono, the Columbia economist 

Jeffrey Sachs, and Bill Gates through his foundation. They 

argue that rich countries have both the technology that 

poor countries need to prosper and the wealth to provide 

it to them. On the other side we have Africa Unchained by 

George Ayittey, White Man’s Burden by William Easterly, and  

Dead Aid by Dambisa Moyo: They document not only that 

aid has not made poor countries any more prosperous, but 

also that the aid system continues to do the same things 

again and again despite the evidence that they don’t work.

Certainly Ayitteh, Easterly, and Moyo are right, that the 

past forty years of development aid have been a spectacular 

failure. But that failure was not inevitable, and it does not 

need to continue. We can go back two decades earlier than 

that to find one aid program from rich to poor that did work: 

the Marshall Plan of 1948 to 1951. Postwar America was rich, 

Europe was poor, and the Marshall Plan helped Europe 

catch up. Advocates of even more aid through the current 

preFACe

�

hubbard Pages.indd   10 7/10/09   9:57:57 AM

Downloaded from cupola.columbia.edu



system sometimes call for a Marshall Plan today for poor 

countries. Are they right?

Yes they are, but for reasons that might surprise them. 

Most of the recent calls for a Marshall Plan for poor coun-

tries today mistake what the original Marshall Plan actually 

did. That mistaken view is that the Marshall Plan gave away 

food, medicine, and clothing, on one hand, and rebuilt gov-

ernment infrastructure such as ports, railroads, and water 

systems, on the other. In fact, the Marshall Plan was in the 

first instance a program not of charity aid or of government 

infrastructure but of support to local business. It made 

loans to European companies, who repaid them to their 

governments, who then spent the funds on ports, railroads, 

and water supplies. To qualify for the Plan, countries had to 

enact certain pro-business policies to make sure that their 

local businesses could use the loans well.

Let’s take a page from Bill Gates’s own success in the 

world of business and divide aid into two parts: hardware 

and software. The hardware is the ports, railroads, and  

water plants of the Marshall Plan, or the medicines, fertiliz-

ers, and boreholes of the current aid system. The software 

is the loans and funding mechanism of the Marshall Plan, 

or the government and NGO project mechanism of current 

aid. The Marshall Plan software works, and the current 

aid software doesn’t. Gates is right that technology is the 

key to aid, but not the hardware of medicines, fertilizers,  

and boreholes. Like the source of his own fortune, it’s the 

software that matters most.
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This book is about the software of prosperity: the rules, 

policies, and institutions that govern how business oper-

ates in each country and the mechanisms of aid funding that 

either help or hurt that local business sector. The current 

world financial crisis is clearly a software problem. That’s 

what everyone’s trying to fix for the prosperous countries 

of the world. World poverty is also a software problem, but 

the aid system has been trying to fix the hardware instead, 

and got the software wrong. The Marshall Plan got it right 

for postwar Europe. For the sake of poor countries, let’s 

hope it’s not too late to correct the error and get it right for 

them too.
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