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SOINT COMdITPIE ON FOUBIGN AFFALRS

BEPOUT ON "WHAT 1S THE MOST EFEECTIVE FORM.

O AlD - BILATEWAL OR MULTILATERAL"

To the Hon. N.Il. Bowen, {.C., M.P.,
Minister for Foreign Affairs.

PREFACE
Sir,
Following discussions between the Committee
and yourself and an exchange of correspondence it
was agreed in March/April that the Committee consider
and report upon "what is the most effective form of
uid — bilateral or multilateral”. It was also agreed

ihat, under certein conditions, the Committee could
told its dnguiry in'"open" or public sessions.

The Committee resolved that a sub-committee
consisting of Mr Bryant, the Hon. L.H.k. Bury,
Mr Calder, Mr D.M. Cameron, Mr Cohen, the Hon. Sir
John Cramer, Mr Cross, Mr Kirwau, Mr Lloyd,
M? Muchellar, Mr Morrison, Mr Reynolds, Mr bdtaley
and Mr Turner be appointed to consider the reference
from the Minister. On 27 April 1972, Mr Turner was
elected Chairman of the Sub-Committée. During the
absence of Mr Turner overseas on parliamentary
business, Mr Morrison was elected Acting Chairman
from 12 October 1972.

At an early date it was realised that,
whilst the wording of the reference was specific,
if the Sub-Committee were to fulfil adequately’ the



ii.

task imposed upon it, it would have to extend the

area of its inquiry over the broad spectrum of foreign
aid, At the Committee's request you agreed that the
inquiry be not too restricted.

It was agreed, with your concurrence, that
the Sub=Committee's inquiry encompass the following:

(1) The historical baeckground and emergence
of foreign aid programmes,

(2) The international setting for foreign
aid programmes.

(3) The forms of aid =~
(i) Bilateral Government aidj
(ii) Multilateral Government aid; and
(iii) Other forms of non-Government aid;

Advertisements were placed in major daily
newspapers in all states requesting submissions from
interested persons and organisations, The response
to these advertisements was encouraging., The Sub-
Committee received a total of 39 submissions, Twenty-
two meetings were held - 12 ih public session - at
which evidence was heard from thirty-four witnesses,
comprised of representatives of Commonwealth Government
departments, academics and voluntary aid organisations,

As the Sub=-Committee progressed in its inquiry
it realised that, in the time available to.it, it could
not report on all aspects of the reference in depth.
For this reason the examination of ficets of aid in
the report are general rather than specific, The
Committee considers that much remains to be examined
in tkis field and consequently believes that a
continuing Parliamentary oversight of the question
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shou]d'be'main&dined through‘thc mediwiof a,
Parliamentary Committee,

-Apart from the historical importance of
the inquiry, in’that it is the first public inquiry
held by a Sub-Commitiee of the Joint Committee on
Foreign Affairs, the Committee believes that the
inquivy has indicated that a public inquiry. by
& Parliamentary Committee into matters which relate
to fogéign uf£hirs are a_valuable and natural
extension of P@rliimentﬁry uctiiity.

The Sub-Committee reported to the Committee
on:19‘Oetobg:‘l912?and,the:Committpe considered and
adopted the Report on 24 October 1972,

_ 'The Joint Committee on Foreign Affairs has
the hqnqqr‘tq‘pfesent‘to you the following Report:
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CONCLUSTONS AND RECOMMENDATIONS

The Committee has made a number of conclusions and recommend-
ations in the body of its Report. However, the Committeé
wishes to emphasise its principal conclusions and recommend-
ations. These are as follows:

CONCLUSION 1: 1n the limited time available, the Committee
has only been able to examine the broad features of the
Australian aid programme. An in~depth appraisal of the
aid programme was not possible. The Committee noted that
there has been no independent and systematic evaluation of
aid projects and that Departmental evaluations have only
recently been undertaken. The Committee was unable to
carry out field investigations or to hear evidence from
recipient countries. (Paras 2.6.11, 2.6.12, 2.6.13.)

RECOMMENDATION: The Committee recommends that the Joint
Committee on Foreign Affeirs carry out a periodic
review of aid.

CONCLUSION 2: In response to the term of reference of the
6Q Committee, "What is the most effective form of aid -~
‘ bilateral or multilateral", the Committee came to the

following conclusionss:

"A. The Committee does not regard bilateral and multi-
lateral forms of aid as mutually exclusive
alternatives. A combination of bilateral and
multilateral aid is the most effective way of
achieving the objectives of development. Both
forms of aid are complementary. (Para. 2.4.6.)

B. Bilateral gid has some particular advantages. The
donor can select countries to supply with aid.
This is seen as desirable for a number of reasons -
partly becuuse goodwill may be gained and because
advantages accrue in terms of trade. (Paras 2.3.1
to 2.3.4.) '



(v)

C. Multilateral aid supplements bilateral aid and
shares aid burdens among developed countries more
equitably. It is less open to suggeéstion that
narrow national interests predominate and the
practice of tying aid is less widespread. (Paras
2.6.14, 2.6.17, 4.1.1.) :

D. Multiliteral agencies are better equipped to cafry
out major infrastructure projects becausé of their
resources.  (Yara. 2.5.4.)

RECOMMENDATION: The Committee recommends that, while
mainteining the present emphasis on bilateral aid,
"Australia increase its disbursements to some multi-
lateral agencies, in particular to the Special Fund '
oi'the Asian Development Bank and contribute £0'the
U.N. Fund for Population Activities, and that

A. Australia continue to play a role in infra-
structure projéects in which it has developed
an expertise

B. greater emphasis be placed on aid projects in
the agricultural, social welfare and educational
fields :

C. ways of contributing to the local costs of
piojects in these fields be examined so that
projects with a high local cost confent‘may be
aided.

CONCLUSION 3: The Committee supported the presént‘objectives
of the aid programme but noted recent thinking on
development problems which pointed not only‘to_the gap
between rich‘and poor nations but to the disparities
between rich and poor within countries. (Paras 1.1.8
to 1.2.2.) _

RECOMMENDATION: ‘The Committee recommends that more
emphaéislbe placed on the social aspécts of develop-
‘ment in the criteria on which projects are selected.
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GONCLUSION 4; The Committee concluded that the present
emphasis internationully on aid targets leads to too
much attention being paid to relative aid performances

" of donor countries based on questionable statistical
criteria. (Para. 2.2.71.)

RECOMMENDATION: Tlie Committee recommends that in the
Development Assistance Commitiee, Australia press
for more attention to be focussed on the quality
of .aid, including the terms of aid and the
contribution to development..

CONCLUSION 5: The Committee concluded that the organisat-
ional structure of Australian aid administration has
developed in a largely ad hoc fashion over the last
quarter of a century. The existing structure involving
dispersal of aid functions among several departments
needs to be substantially reviewed in the light of the
increased complexities and sophistication of development
assistance and to accommodate the administration of aid
to an independent Papua New Guinea. (Paras 2.6.1 to
2.6.6,)

RECOMMENDATION: The Committee recommends that consider-
ation be given either to the strengthening of the
Aid Branch of the Department of Foreign Affairs to
administer all aid including multilateral aid and
aid to an independent Papus New Guinea, br‘to the
establishment of an authority resbonsible to the
Minister for Foreign Affairs.

Consideration be given to the g¢stablishment of an
aid' consultative committee.

CONCLUSION. 6: The Committee concluded that more emphasis was
now being placed on the development aspects of the work
of the multilateral financial institutions, where
Australia is presently represented by 'officials of the
Treasury. (Parda. 2.6.15.) A
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‘ RECONNENDATJONQ’ The\ Committee recomménds that
Aua}ruliaﬁé/repreéenmution,&t meetings of the Werld
Bank Group inelude offiecials from the Aid Braneh of
the uepur\mept of Foreign Affairs.

CONCLUSION 7: The Committee was unable to eome to & judgement
as to the effeetiveness of capital projeet aid in the
absence of any systematic post hoe evaluation of projeats
being earried out by the Department, (Paras 2.6.11,
2.6.12, 3.2.7.)

RECOMMENDATION: The Committee recommends that more
emphasis be placed in future on evaluation of aid
projeets. '

CONGLUSIUN 83 The Commitice conecluded that Australia undertook
projects in a large number of differing fields, and bhatb
there were advantages in a greater degree of specialisation
than cecurs at present. (Paras 3.2.9, 3.2.10.)

RBCOMMENDATION: The Committee recommends that considerat=
ion be given to compiling e survey of Australian aid
resources in areas in whieh Australia haas partieular
expertise.

CONGLUSION %a
A. The Committee was unable te come to a judgement en
how offective the work of Ausiralian experts in
developing couniries has been, hecause of the laek
of a systematic evaluatien of the contributien of
experts in the field. (Para. 3.6:5.)

B, The Committee does net coneur with the suggestien
that a professional corps of experts ahould be seét
up‘gs it believes the preaent reeruitment of experta
ia satiafactory. (Para. 3.6.3.)

RECOMMENDATION:  The Committee recommends tliat the regular
evaluation of Auatrulia's aid should inelude an
evaluation of the work of Australian experta in
developing countries. ’

'
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&
CONCLUSION 10: The Committee concluded that Devisa Kredit
aid is a useful form of aid. (Paras 3.3.1 to 3.3.10.)
(Mr Morrison -and Mr Cross dissenting.)

RECOMMENDATION: The Committee recommends that Devisa
Kredit aid be expanded. (Mr Morrison and Mr Cross
dissenting.)

CONCLUSION 11: The Committee concluded that the contribution
of private students: to the development of their own
cBuntries following education in Australia has not been
adequately assessed. (Paras 3.6,13 to 3.6.24.)

RISCOMMENDATION: The Committee recohmends -

A. that the present arrangements for private stiudents
from developing countries in Australia should be
reviewed regularly in the ligﬁt of improved
educational facilities in developing countries.

B. that more emphasis should be placed on educating
students in their home countries through assistance
to local institutions and by the provision of
Australian educationists where practicable.

CONCLUSION 12: The Committee concluded that the tying of
Australian contributions to multilateral agencies and
financial institutions is no longer necessary. (Paras
4.1.4., 4.1.5.)

RECOMMENDATION: The Committee recommends that contribut-
ions to multilateral agencies and institutions be
progressively untied and that Australia take the
initiative in persuading other countries to adopt
the same attitude. '

CONCLUSION 13: The Committee concluded that thé expansion of
trading opportunities for developing countries is one of
their most important development needs. (FPara. 5.2.1.)

RECOMMENDATION: The Committee recommends that -
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Australia support international noves to inerease
exports Irom developing eountries.

the tariff prefevence seheme be reviewed so as ta
expand the limt of items whieh can be imported

under preference and to raise the quota limits on
gsome items.

us far a® possible, no new diseriminatory tariffs

be raised against imports from developing eountries,
and within the general review of Australian tariffse
now in progress, account be taken of the diffieulties
these eountries faee.

CONCLUSION 14: 'the Committee econeluded that veluntary
overseas aid organisptions are dismadvantaged at present
in relation to many demestie charities because bax
deduetiong are net allewed on eontributions Ho overseas
aid organisations., (Parus 6.1.6, 6.1.7.)

RECOMMENDATION: The Committee recommends that pro=rata

grants be made by the Government on projects
submitted by voluntary ageneies and approved by the
Government, rather than making donations tax
deduetible, (Senator Bishop, Mr Cross, Me Reyneids
and M Staley dissenting, expressing the view that
donations to approved Austrulian overseas aid
organigutions should be tax deduetible in addition
to the provision of pro-ruta granbs.)

The Committee also recommends that =

A

B.

funds be mude available for reseaveh into problems
of aid and development. ‘

Australia allow the ADB. and developing eountries
nceess to the Australian capital mavket to raise
funds., {Senator lunnhun dissenting.)



CHAPTER ONE

INTRODUCTION

1. Emergence of Australia's officinl aid programme

11,1 The giving of aid to developing countries by developed
nations is a relatively new phenomenon, Before World War 11,
metropolitan powers (including Australia) made subventions to
their colonies and allowed some of them to borrow on their
private capital markets. Aid programmes after the war followed
from the wartime programme of thoe United Nutions Relief and
Rehabilitation Administration (U.N.R.R.A.) and developed into
two streams - multilateral and bilateral. As U.N.R.R.A. came to
an end, the United Nations set up specialised agencies for
refugees, care of children and technical assistance to which
Australia contributed. The International Bank for Reconstructe
ion and Development (I.B.R.1.) was established in 1944 and
Australia became a member in 1947. At this time the I.D.R.D.
was mainly concerned with lending for post-war reconstruction
and the U.N. agencies were primarily reliof oriented. In the
immediate post-war years, bilatoral aid incrcased sharply with
large U.S. aid programmes for Europe through the Marshall Plan,
and assistance to Greecce, Turkey, the Philippines, Korea and
Latin America, while other metropolitan countries, including
Australia, increased their aid to their colonies. In 1950 the
U.S, widened its area of interest bilaterally and with the
"Point Four” and other programmes, directed aid to the Middle
Eust; South Qnd South East Asia and bLatin Amoricnpt

1.1.2 The impetus for increasing Australian aid to the

South East Asian region derived from a Commonwealth Foreign
Ministers' Conference held in Colombo in January 1950, Proposals
made by Australia and Ceylon resulted in the formation of o
Consultative Committee which set up a bilateral technical
assistance programme to which Australia plo&ged‘ﬂA3;5 million,
and later reviewed development plans from Asian Commonwealth
countries, on the basis of which the donor countries offered aid.
Austrelia offered £31.5 million over six years and signed agree~
ments for economic assistance with India, Ceylon and Pakistan.

1. Transcript of Ewidpncc, Pp. 4=7, /2
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1.1.3 Since 1950, the Colombo Plan has widened considerably

to include non-Commonwealth Asian states and the United States.

1t is a consultative arrangement for the giving of aid bilaterally,
While the bulk of Australian aid continues to be given under the
label of the Colombo Plan, the aid programme has expanded to
encompass special programmes. These include Special Aid to
Indonesia (which includes Devisa Kredit aid, commodities and
freight allowances for wheat), S.E.A.T.O. aid, the Indus Waters
Scheme, the Laos Foreign Exchange Operations Fund, Special Aid

to Cambodia and to South Vietnam, the Australian-Asian University
Kid and Co~operation Scheme, A.S.P.A.C. Projects, and some minor
Asian programmes.2 Australia has also entered into the Food Aid
Convention of the International Wheat Agreement and has extended
aid to countries in the South Pacific mainly under the South
Pacific Aid Programme (S.P.A.P.) and the South Pacific Commission.
Australia also participates in two Commonwealth Schemes:
Commonwealth Co-operation in Education and the Special Common-
vealth African Assistance Plan (S.C.A.A.P.),

1.1.4 Australian aid has widened in the multilateral
framework. Australia has subscribed to the I.B.R.D. and the
International Finance Corporation (I1.F.C.), and contributes to
the International Development Association (I.D.A.). I+ has also
shown a special interest in the Asian Development Bank set up

in 1963 under the auspices of the U.N. Economic Commission for
Asia and the Far Bast (E.C.A.F.E.).>

1.1.5 Australia's greater concentration in recent years on
bilateral aid giving has resulted in a proportionatély smaller
share of Australia's total eid programme being directed through
the‘U.N.4 The U.N. and its agencies administer five large Funds
each with annual expenditures of over $US10 million. Australia
contributes $2 million per annum to the U.N, Development
Programme, nearly $1 million to the World Food Programme, and
smaller amounts to the U.N, Children's Fund, the U.N. High

2. See Transcript, pp. 9-13 for a description of these
programmes. Budget Statement No. 8 lists the amounts
spent on each item. Appendix B.

3. Transcript, pp. 18-21.
4. ibid, p. 21. /3
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Commissioner for Refugees and the U.N. Relief and Works Agency.
The U.N. Fund for Population Activities is not included in the
Australian aid programme. Apart from the U.N. Fund for West
Irian which is financed by the Netherlands and Fndonesia, the
remaining sixteen U.N. administered Funds have annual expenditures
of $UST million or less and ere specific either in function or
country allocation. These are not included in Australia's aid
programme.

1.1.6 The strong preference of Australia for giving aid
bilaterally derives from several circumstances some of which are
common to other donors and some of which are particular to
Australia. Internationally, about 80 per cent of gll aid is given
bilaterally.5 One reason for this emphasis on bilateral aid is
the continuing linkage between former colonial powers and their
former dependencies where a preference for giving large amounts
of aid to particular countries could only be achieved bilaterally,
Historically another reason was
"the cold war and the ideological splits in the world

itself which channelled aid on the one side coming

from the United States and its allies - the western

world in other words - into those countries which

were considered to be either uncommitted or considered

to be hopefully on our side in international politics.

And on the side, of course, of the Soviet Union the

aid was very carefully controlled under an internation-~

ally co-ordinated mutual assistance system which was

typical of international communist systems."6
A third reason was the largely unstructured nature of the inter-
nationagl aid situation in the early 1950's in which the systematic
giving of aid on an international basis lacked an effective
institutional form.

1.1.7 Australia has had particular reasons for emphasising
bilateral aid. The responsibility for Papud New Guinea's develop-
ment could in practice only be discharged bilaterally, and unlike
other countries" dependencies, Papua New Guinea is Australia's
closest neighbour, and has been seen for a century as its most
important strategic bulwark. Apart from Papua New Guinea,

5. ibid, p. 626.
6. Professor Wolfsohn, Transcript, p. 650B.
VZ



-4 -

”

Australia has always concentrated its aid in Asia. There have
been several reasons for this among which a. humanitarian strand
vhich‘recognjzed‘the great and pressing needs of the area was
mixed with a political strand which sought to contribute. to the
region's political stability through dévelopment of the economies
of these newly independent nations. The development of trading
opportunities was sought and the generation of goodwill between
Australia and the peoples of the region was seen as an important
aspedt of'a.id.'8

1.1.8 These broad .aims of Australian aid have continued to
the present time although a changing emphasis in the last few
years has appeareéd with the ferment in thinking about aid and
development internationally and with an examination of past aid
experience. The disparities in development between countries
have become more apparent,9 the hopes for a rapid "take-off"
into economic growth have been frustrated in many cases, and the
trading probiemS‘of the developing countries are still far from
a satisfactory solution.

1.1.9 The old definitions of development which centred on
economic growth in general and on G.N.P. growth in particular
are being widened to encompass social concepts including

i

increased self-reliance by developing countries and a more
equitable distribution of the proceeds of economic growth,1o

2. Present Objectives

1.2.1, It appears that in recent years some of the basic
prem1ses of Australian aid have been redeflned, partly in response
to international discussion on aid and partly as a consequence of
the re-examination of past aid performance. Aid has come to be
regarﬁe& as an accepted form of international conduct, while the
ideological and political expectations that were seen as an

7. Transcript, p. 60.

8. Seé speeches by Sir Percy Spender in late 1950. Current
Notes on International Affairs, vol. 21, 1950, pp. 816, 887.

9. Professor Hogan.' Development Themes submission.

10. International Strategy for the Second Development Decade,
Transcript, p. 163.

/50 e



-5 -

important aspect of international aid giving are less important
today. Sir Percy Spender's statement in late 1950 that the
broad purpose of the Colombo Plan was to attack poverty, social
unrest and political instability and to discourage extremist
ideologies11 has given way in part to the belief that aid can
neither "buy" allies nor be expected to guarantee political
stability.'z For Australia, and most countries, hovever, there
remains a distinct foreign policy element in aid giving which
can contribute to the stability of the less developed countries
for, in the widest sense, "their stability is our stability."13
1.2.2 The basic motivation for aid - the humanitarian
belief that Australia has an obligation to assist the less
developed nations - remains important. The major objective of
aid is development, which is defined as a contribution to
economic growth in recipient countries, through the transfer of
capital resources and technical skills., The advancement of
Australia’s national interest and opportunities for trade
promotion are secondary to the objective of development. The
co-operative aspect of development was stressed by the Minister
for Foreign Affairs in e recent speech to the House of
Representatives:14 co-operation between donor and recipient on
a basis of equality, and co-operation and co-ordination between
donofs, In regard to donor-recipient co-operation, the Minister
said®
‘"We: do not seek to impose on recipient countries our

political philosophy or wey of life, nor

consciously to transplant our social and economic

institutions.....the flow of aid itself opens up

nev options for constructive social change to help

break the self-generating cycle of want, poverty
and political upheaval."15

11. Transcript, p. 110,

12, The Rt Hon. William McMahon, M.P., Ausiralia's External
Aid, Speech in the House of Representatives,
September 1970. Department of Foreign Affairs
publication 1971. p. 6.

13. The Hon. N.H. Bowen, M.P., Statement on Australian Foreign
Aid, U, of K. Hansard, 21 September 1972, page 1749ff.

14, ibid, Annex, pp. 2~4.

15. ibid, p. 2.
[6¢ wus
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The Minister also referred to the problem of "aid fatigue"
among some donor countries and called for as much attention to
be paid to the quality of aid as to its quantity.

1.2.3 It is in terms of these current objectives that the
effectiveness of the bilateral and multildateral arms of the aid
programme can be gauged.
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CHAPTER TWO

THE ‘MAIN CHARACTERISTICS OF THE AID PROGRAMME

1. Size of bilateral and multilateral aidl programmes

2.1.1 In 1971-72, total Australian aid disbursements were
$200 million. Of this total, 68 per ¢ent went to Papua New
Guinea, 26 per cent to other countries bilaterally and 6 per
cent. to multilateral institutions. These proportions are
typical of the last ten years in that Papua New Guinea's share
has ranged from 65 per cent to 70 per cent, other bilateral aid
has ranged from 16 per cent to 25 per cent, while the greatest
fluctuation has appeared in the amounts going to multilateral
institutions -~ some 5 per cent to 13 per cent of all aid.
The proportions of aid going to Papua New Guinea and other
coﬁntries can be predicted fairly precisely except for cases
of emergency aid, vwhile the disbursements to multilateral
financial institutions cannot be estimated as accurately.3 The
rate of disbursement of I.D.A. and A.D.B. funds, a factor not
vithin the Government's power to control, can affect the flow
of aid geing to multilateral institutions. Mr Heinrich of the
Treasury, explained thats
"When I.D.A. approves a credit or a loan for a

particular project, it is usual for expenditure on

that project to be spread over a period of time which

might range up to 10 years, or thereafter before the

project is completed. ALl of the funds that we have

-put at the disposal of T.D.A. have been committed

for particular projects but expenditures thereon
necessarily have lagged."4 .

t. lFor the purposes of this section aid is defined as
official development assistance only.

2. See Table 1.
3. See Budget Statements No. 8, 1971-72, 1972-73.
4. Transcript of Evidence, p. 748,

/8¢ van



‘oN juamagdig 2adpng “rouzow

&

“pPlY [vuIayxg - 8
[ ] 980022 | L°8 0°€S 106°L1 ) 8°69 6°S 6L byl £°92 81t avy LS| (°3s?)
€l=2L61
et ¥28°661 ) 6°S 12 00L‘ti| ¥°89 L2t ozlfogct} L°s2 g8-gl vovéLGeLl-t1i6t
€9 00L‘9LL | §°9 $°8 8sriLL]| 0°69 9°s 896°12L] ¢°b2 8l PLZEV|LIL~0L6L
1°t 181991 | ¥°9 6°9L~ [8S5‘OL| $°69 2°91 sLvistt) zowe 1°L 8YL‘0r|0L-6961
6°9 Licfert] 68 z2 6= ZLLzL| #°99 ¥°8 9LE‘66 162 ‘6 68V LE [69-8961
£zl Les‘eci| o°ot Pt 100°vL| §°S9 ¥°6 SY9°16 (94 44 9°1Z 162 ve {89=2961
€ el v25fv2L] Lot 8°96 Leefe| €19 Sttt ¥eL‘cg 9°22 <6 69182 12L9-9961
6°LL Y06°80L] b°L ¥*SS gto‘g | 0°69 5°0L L91°sL 9*¢2 9°9 61L°62199-5961
¥t €62°L6 €S FAR (4 651L4S 6°69 £ 866°L9 8°v2 0°el 9CLP2 |S9-+96 1
g8ivt 66L¢s8 | v 2t t°9 2L9f01] 271l L2z 86019 v 9L 8 6~ 620'P11P9=€961
t°91L LELvL | S°€L veig 8S0°0L{ 9°99 021 28L‘6¥ 6°61 voig L68°v1 |€9-2961
OLE‘Y9 | 6°1L 289°L | 0°69 9t ‘vt 1°61L zletzL|eo-1961
% | ooo.¢ | % % % % % ¢
9301 ISR 79705, ELT.Y Te301 ~Xuak
vk o Jo adw snotaaad | 000.$ Jo aBw snotaasad 000,83 Jo alw snotaaxd 000.8

snotaaxd 1930 {-juaaiagluo asvazouy| -juaddag {uoc asvAIIUY . J-3usszagjuo aswaxoug 1 xmag

uo aswaisuj = - ‘

T8I} BT I3 10K wautig AIy wndeg 1R1238TIg
i
o )

LN ] .6/




-9 -

2.1,2° From 1962-63 to. 1966-67, the total aid programme

grew at a rate of nearly 11 per cent per annum. In the last
five years (1967-68 to 1971-72), the rate of growth has been

T per cent per annum vhich is the same rate of growth as total
federal government ex,penditure‘.5 Th}s tapering off in the rate
of growth is reflected in aid to countries other than Papua
New. Guinea where the trend has been to a lower average increase
than in the earlier period, -and also in the disbursements in
multilateral aid. ' '

2. Australia's Relative Aid Performance

2.2.1 When Official Development Assistance (0.D.A.} is
compared to Gross National Product, Australia has ranked among
the first four in the world.6 The Australian Government has
voiced considerable reservations about the aid targets proposed
by the U.N. and the Pearson Commission and used by the D.A.C.
as indicators of relative aid performance on the grounds that
such targets do not emphasise sufficiently the quality of the
aid given:

A, The first concept, the total net flow of official
and private resources, is the basis for the one per cent aid
target which Australia exceeded in 1970 and 1971. This concept
lumps together official development assistance on concessional
terms, official development loans made on commercial terms with
private investment, and official and commercial export credits
with a maturity of more than twelve months.

B, The second concept, the net official flow of
resources, is also seen as deficient in that it includes trans-
actions by governments, such as official .export credits -or
purchases of World Bank bonds, that are not concessional in
nature.

C. The third concept of official development
assistance, which omits these non-concessional official flows,
is seen by Australia as a more meaningful measure of comparative

5. Department of the Treasury.
6. Seé Table 2 and Appendix B.
/10, ...
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aid ef?qrt. Again, loans and grants are treated as if they
were the same, which they are not, and no deduction is made for
interest payments made by developing countries on loans. Using
thid last yardstick (for which the U.N. has set a target of 0.7
per cent ot G.N.P. ), Australia's 0.D.A. was 0.52 per cent of
G,N. P, 1n 1971, while the average of D.A.C. countries was 0.35
per cent.

2.2.2 ’ Almost all of Australian aid is given in grant form
and ambhg D.A.C. countries Australian aid has the highest grant
elemeni."The provision of grants derived from the initially
small size of the programme and also from a continuing desire to
avoid creating debt burdens for developing‘countries.7 Only two
official loans have been made to Papua New Guinea, one in 1970
for the construction of Arawa township in connection with the
Bouganville Copper enterprise, and the other to purchase equity
in Commonweglth New Guinea Timbers Pty Ltd.8 As a matter of
policy, requests for loans to other countries have been»requed.9
Many other countries give substantial proportions of their aid

as grants,1o and the "grant" or concessional element in loans

to countries such as Indonesis, Indla and Pakistan ranged from

5% per cent to 64 per cent to 1970.

2.2.3 When 0.D.A. is divided into multilateral and bilateral
proportions, the proportion of Australian aid going to
multilateral institutions is the lowest among D.A.C. members
except 1’01“Portuger»1.1'2 This fact partly refiects Australia's
decision to concentrate its aid in Papua New Guinea where
opporﬁhnities for multileteral involvement in development have
‘been restricted until recently by the Territory's dependent status.

7. Transcript, p. 112.

8. JDepartment of lForeign Affairs.

9. Transeript, p. 105.

10, See Table 2.

11. World Bank, I.D.A., Annual Report, 1972, pp. 89-90.
The grant element is the face value of loan commitments
less the discounted present value of the future flow of
rgpsyments of principal and interest, using the
customary rate of 10 per cent and expressed‘as a percent~
age of the face value.

12, Seée Tgble 2 and D:A.C. Review 1971, p. 36. /
11. ...
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2.2.4  Mr Parsons from the Department of Foreign Affairs,
pointed out that -

"The figures /of multilateral and bilateral

proportions/ are very different jf we exclude

Papua New Guinea ... If we include Papua New

Guinea in our figures, the Australian figure

is 6.3 per cent; but if we exclude Papua New

Guinéa our percentage rises to 22.1 per cent."13
1f the concentration of aid in Papua New Guinea has been an
important factor in the past in the relatively small amount of
aid given to multilateral agenciesl4 it is worth noting that
since 1967-68 Australia has contributed $60.4 million to
multilaterel institutions and Papua New Guinea has received
I.B.R.D., XI.D.A., A.D.B. loans and U.N.D.P. aid worth $60.8

million in the same period.15

2.2.5 ¥hile Papus New Guinea has been the main recipient
of Australian aid, the concentration of bilateral aid in recent
years in the South East Asian region has also affected the
proportion of aid going to multilateral institutions. As
Mr Parsons from the Department of Foreign Affairs said:
"Bilateral projects do allow us to concentrate our
raid in. the areas which we regard as important.
If we give a massive amount, say, to U.N.D.P.,
we have no direct control over where or how that

might be spent. By giving an amount to, say,
Indonesia, we do have that influence,"16

2.2.6 The geographical distribution of multilateral funds
has not (except for the A.D.B.) been seen by Australia to
coincide sufficiently with its policy of concentration on South
East Asian countries: for example, in cumulative terms only
about 6 per cent of all 1.B.R.D. loans and 1.D.A. credits have
gone to South East Asia and both the World Food Programme and
U.N.D.P. place less than 10 per cent of their aid in the same

13. Transcript, pp. 114-115.
14, ibid, p. 21,

t5. ibid, p. 909B.

16. ibid, p. 341,

/130 ...
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areu.17 Apert from the allocation natterns of multilateral
institutions, there are other rcasons for giving aid to South
East Asian countries bilaterally. There is first the
opportunity to serve diplomatic objectives.18 Bilateral aid

can promote the generation or consolidation of political
relations and also derives prestige in the aid arena generally.
Bilateral aid also offers more trade and investment opportunities
than multilateral aid.'®

2.2.7 These factors, which are of course advantageous to
Australia, partly explain the concentration on bilateral aid as
against multilateral aid.

3. Geographical Distribution of Aid

2.3.1 The Australian Government attaches great importance

to the social and economic development of Papua New Guinea and
this is reflected in the large proportion of Australian aid
(some 70 per cent) which is directed to the Territory.

Australian aid provided more than half of Papua New Guinea's
budget receipts in‘1970-7120 and the Territory receives one of
the highest rates of aid in the world in per capita terms.

Until recently (1969-70), the Territory received a lump sum

grant from Australia which covered budget deficits but now aid

is divided into three main categories: grant-in-aid ($30 million
in 1971~72) for budgetary support, a development grant ($40
ﬁillidn) and an amount to cover the differential costs of overseas
officers in the P.N.G. Public Service ($38 million). In addition,
Australia has expended significant amounts through Commonweelth
Departments and instrumentalities and also made loans to the
Territory.

17. See Table 4 which sets out the geographical allocation of
the major multilateral funds to which Australia contributes
or subscribes. Appendix C contains the full list of
multilateral agencies. See also Mr Parson’s statement:
"Our representatives in the governing council of the U.N.D.P.

regularly feel that it is necessary to point out the importance

oand size of the needs of Asia, which we do not feel are fully
reflected in the allocations". Transeript, p. 482,

18. Transcript, p. 63.
19. Transcript, pp. 344-346, 613.
20. Department of bxternal Territories.

/14, ...
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2.3.2 The Australian Government has also sought aid for the
Territory from multilateral institutions. Loans to the value

of ¥58.5 million (primarily for infrastructure) have been
received from the I.B.R.D., 1.D.A. and A.D.B. while %2.3 million
has been received from the U.N.D.P. and U.N. agencies for a
secondary teachers" training college, a co~operative college

and a transport‘survey.ZT

2.3.3 Apart from Papua New Guinea, the allocation of develop-
ment aid to a country appears to be determined by a combination
of three criteria: geographical propinquity, economic need, and
the siate of Australia's political relations with that particular
country.22 To qualify for substantial Australian aid, countries
now need to fall within the general South East Asian or South
West Pacific area. India and Pakistan now receive only 18 per
cent of Australia's aid compared with 46 per cent in 1965—66,23
The major reason for the fall in aid +o Tndia has been its
changing requirements for food aid. From a peak of food aid
wvorth $9.4 million in 1966-67, India received food aid from
Australia worth $1.2 million in 1971-72. The preponderance of
aid to Indonesia, some 36 per cent (as against 5 per cent in
1965-66), can be explained both in terms of economic need and
Australia's desire to consolidate political relations with that
country. 4 similar situation exists in regard to increases in
aid to Cambodia and Vietnam. The Philippines which would appear
to qualify for more aid on grounds of propinguity and need, has
not fared so well, partly because the U.S. has had the major
responsibility there.

2.3.4 Table 3 sets out the country allocation of Australia's
aid. Indonesia rankS»firstmwithf36‘per cent, then India with

11 per cent followed by Thailand, Vietnam, Pakistan and Malaysia.
Comparison of this distribution pattern with the regional
distribution of gll bilateral and multilateral aid gives'an,idea
of how Australian priorities fit in with the international scene.

21. Transeript, p. 909B.
22, 1ibid, pp. 63, 336-339,
23. See Table 3.
/144, ...
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TABLE

s DISTRIBUTION BY COUNTRY OF BILATERAL AlD
{ EXCLUDING PAPUA NEW GUINEA

$A'000
Country 1965-66 | of Tosay. | 1970-71 jl.::;f;g::‘fe  Gomuletive to |
in 1965-66{ in 1970-T1 ‘
Asia:

Afghenisten 30 | 0.1 78 ¢ 0.2 957
' Bhuten 146 | 0.7 147 0.3 604

Brunei 2 - - - 8

- Burma 874 4.0 1,300 | 3.0 10,446
- Cambodia 254 1.2 1,676 3.9 6,305
Sri, Lanka 756 3.5 1,002 2.3 - 15,628
| Indie 8,166 37.8 4,876 1.4 88,306
Indonesia 988 4.6 15,512 |, 36.2 63,424
. lran - ‘ - 48 | 0.1 72
" Korea. 210 1.2 241 | 0.6 2,521
| Laos 721 3.3 1,119 2.6 7,674
Malaysia 2,284 10.5 2,621 6.1 26,338
Maldive ls. 3 - 44 | O.1 124
- Nepal 8] 0.2 840 | 2.0 1,818
" Pakistan 1,820 8.4 2,757 | 6.4 47,835
Philippines 275 | 1.3 122 0.3 6,041
‘ Singepore 243 | 1.1 588 1.4 5,687
' Theiland 3,195 14.7 3,736 8.7 28,022
| Viet-Nam 1,053 4,9 2,916 6.8 21,396
 Miscellaneous | n.a. e 919 2.1 75119
South Pacific | 126 | 0.6 1,341 3.1 4,828
} Africe ! 420 1.9 943 | 2.2 4,621
Total: 21,674 | 42,826 | 349,848

Source: Department of Foreign Affairs,

Note:

Figures do not include the Indus Waters Scheme.

/15, vee
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From D.A.C. figures, slightly more than half of 2ll bilateral
aid goes to Asia, and half of the Asian allocation is placed

in the South East Asian regi‘on.24 The distribution of
multilateral aid {which is about one fifth of all aid) differs:
less than one third goes to Asia and less than one third af
this is placed in South East Asia.2’
that South East Asian countries are far more dependent on

it is clear from this

bilateral aid than on multilateral aid.

2.3.5 The criteria for allocation of multilateral funds
differ according to the institution concerned and to whether

the funds are for ordinary lcans on relatively hard terms or
soft loans on concessional terms. The major World Bank criteria
for allocation of loans are economic performance and the ability
to service debts, while the proportions of T.D.A. aid directed
to particular reéions are decided in discussions among World
Bank donor countries. Generally, those countries which would
find 1.B.R.D. loans hard to repay, because of their relative
poverty (on a basis of a per capita G.N.P. of less than $US300),
are eligible for I.D.A. credits. Some attempt is also made in
the World Bank to redress imbalances which occur from bilateral
pref'erences.26 The particular regional distribution of multi-
lateral aid (set out in more detail in Table 4) shows that in
1970-71, while 1.B.R.D. loans to Asia were 21.5 per cent of all
loans, only 4.7 per cent went to South Bast Asia and, while
I.D.A. credits to Asia were 68.7 per cent of all credits, only
16.4 per cent went to South East Asia. In order to achieve a
more balanced distribution of aid funds internationally, the
Pearson Commission called for donors to provide 20 per cent of
their O.D.A. for multilateral programmes.2

2.3.6 In 1971 nearly half of the Asian Development Banks (4.D,B8.)
ordinary loans and nearly 75 per cent of special soft loans

went to South East Asia. ‘he criteria used by the A.D.B. for
allocation of its ordinary loans are similar to those of the

24. D.A.C. Review 1971, pp. 186-187.

25. ibid

26. See Pearson Commission Report Partners in Development,
pp. 134, 227. ’

27. ibid, p. 215.
- /160 o0
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1.B.R.D. - economic performance and the ability to service debts.
Unlike the I.D.A., however, the A.D.B. does not rule out any
country in the region from eligibility for a soft loan, although
in practice loans to countries which would not qualify for 1.D.A.
credits have been minimal. The present country distribution of
ordinary loans and special 1oan528 has been a consequence of a
number of factors. In the case of ordinary loans, Korea, Taiwan
and Singapore have had the largest share partly because of their
ability to come forward with viable projects for loans, partly
because they can afford to borrow on ordinary terms of 73 per
cent over 10 to 25 years, and partly because of the aim of the
A.D.B. to establish its credit rating in the world market for
funds.29 Apart from a small loan to Singapore, these countries
have not received soft loans from the A.D.B. The lion's share
of soft funds from A.D.B. (some 45 per cent) has been taken up
by Indonesia because of its debt servicing problem and its great
needs with the remainder being divided between Nepal and Sri
Lanka, the next largest recipients, and spread in smaller amounts
among other Asian countries. The fact that the volume of lending
by the A.D.B. on ordinary terms has been five times larger than
that from special funds was explained by the ad hoc nature
of contributions to special funds. The Committee expressed some
concern that the major role played so far by the A.D.B. has been
in aiding countries which have already taken off in the develop-
ment process.Bo‘ .

2.3.7 The impact of Australian bilateral aid on the total
bilateral aid receipts of countries to which substantial
Australian aid is given is small, though understated somewhat
because of its grant character. Australia supplies 7 per cent

of Cambodia's bilateral aid, 8 per cent of Malaysia's, 4 per cent

31 In the case of

of Indonesie's and 4 per cent of Thailand's.
2R, See Table 5.

29. Transeript, pp. 772-775.

30. ibid, pp. 11T, 772, 774, T76.

31. Department of Foreign Affairs.
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TaBLE 5

GEOGRAPHIC DISTRIBUTION OF A.h.B. LOANS'
CUNULATIVE TOTAL - 37 DECEMBER 1971

Loans from Ordinary ~ Loans from'SpeciaI
Country Fund — ; funds
| #US million ter Cent ' US million | Per Cent

Afghanistan ‘ - : - g 5.2 ‘ 4.9
Sri Lanka ; 13.1 2.5 11.3 10.5
China, Republié of 98.8 | 18.8 - -
Indonesia. ' - i - 47.8 ‘ 44,6
Khmer Kepublic - R | 1.7 TN
Korea, Kepublic of 129.7 24.7 | - 1' -
Laos - - 4.3 4.0
Malaysia ‘ 55.9 C10.T 3.3 ‘ 3.1
Nepal 2.0 i 0.4 | 14.9 ’ 13.9
Pakistan | 46.9 ‘ 8.9 | - ‘ -
Philippines ‘ 58.5 1.2 3.5 ‘ 3.3
Singapore - 70.7 13 | 3.0 2.8
Papua New Guinea i - - | [ . 4,2
Thailand - 48.8 0.3 | - -
Vietnam, Republic of | - i - ‘ 5.0 ; 4,7
Western Samoa - - ) - \ 2.7 ' 2,5

Total J!; 524.4 t 100.0 1 107.2 - 100.0

¥ Net figures after deducting cancellations and amounts converted

from one loan to another.
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countries in the South Pacific whose aid receipts are generally
quite small, Australian aid has a far greater impact. Nearly
18 per cent of Fiji's aid comes from Australia, as does 8 per
cent of Tonga's and 23 per cent of West Sa.mon's.3

2.3.8 The Sub~Committee has inquired into two aspects in
regard to this: the impact of Australian aid on the development
objective in these countries and the problem of integration of

Australian aid into the development plans of developing countries.

ln general terms, the evidence is conflicting on the extent to
which foreign aid has helped growth in national output of
recipient countries.”” The intervention of other factors in the
growth process such as trade opportunities, domestic management
of the economy and the depth of social and economib problems,
makes it difficult to assess the impact of aid even in countries
vhere aid receipts are large. For Australian aid, this was
illustrated in an exchange during hearings.

"Mr Bryant: What you are saying is that anything we

do is likely to be a drop in the bucket in the

total influence on the economic development of
the country.,.

Mr Parsons: T think that is right and therefore it
makes it very difficult to put a value on the
economic impact of any foreign aid programme, -
even some of the bigger American programmes in
India."34

Yet, while it is difficult to measure the impact of a country
programme, comparative assessments of the value of different

types of aid may shed some light on this‘aspect.35

2.3.9 One important factor which does affect the impact of
Australian aid is the degree to which it is integrated into
developing countries' development plans. First, because the
Colombo Plan is essentially bilateral in character, it has done
little in the area of co-~ordinating donor programmes.36
Australie hes however taken part in consultative and co-ordinat—
ing groups for countries such as Indonesia, the Philippines and

32. Department of Foreign Affairs.
33. See Professor Hogan's Development Themes.

34. Transcript, p. 326, see also Professor Hogan's evidence on
this point, Transcript, pp. 1212-1213.
35. See below, Chapter 3. 36. Transcript, pp. 72-T4.
21, ..
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Thailapd where attempts are made to co-ordinate donor aid
policies and programmes and where recipient governments have
access to such consulitationsr37 Australia has no formal aid
agreements with particular countries but has concluded under-
standings with some on the levels of future aidQBB‘ Apart from
this, it is assumed that Australian aid projects will fit into
the development plans of say Indonesisa and Malaysia, as a
consequence of the fact that the basis of aid is a request from
the recipient government.>® The Sub~Committee inquired into the
problem of the allocation of priorities of projects within
development plans,4o 1t was informed that most récipient
countries identify the priorities of categories of projects.

In such cases the choice of project by the donor depended more
on the capacity of the donor to carry out a project than on the
donor'"s assessment of how projects were integrated into develop-
ment plans.41 While the Sub-Commititee received suggestions for
alternative use of aid resources, it had before it no firm
evidence of distortion of development patterns due to selection
of low priority projeé¢ts. The task of co-ordination of develop-
ment projects is seen by Austrelia to rest with the recipient

countries.

2.4.1 | Australien bilateral aid (excluding aid to Papua New
Guinea)43 is composed of three types:

1. Capital project aid which consists of the supply
of equipment and the carrying out of projects, including the
use of Australian technical personnel. The main purpose of
project aid is to contribute directly to economic development.

37. ibid, pp. 282-283. 39. ibid, pp. 323-324.

38. ibid, p. 290, vith Indonesia, 40. 1ibid, pp. 324-333.
Vietnam and countries in the 41 ibid 334
South Pacific. beo 1014y P *

42, ibid

43. Papua New Guinea is éxcludeéed heré as
comparable information. is not
available because all aid, until
- reécently, has been of the budget
support type. :
/22‘.- cie
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2. Programme aid which consists of food aid supplied
under the Food Aid Convention (F.A.C.) of the International
Wheat Agreement, import subsidy and budgetary support aid (such
as D.K. aid to Indonesia, and funds to F.E.0.F. in Laos) and
commodities and materials which are not directed to projects. The
primary purpose of programme aid is to ease balance of payments
problems although general economic stabilisation and development
objectives may be important. Emergency aid (including food, cash
and goods) is also classified as Programme Aid.

3. Technical assistance which is a general term
covering two main aspects: first, the use of Australian experts
in developing countries, and second, the training of students
from developing countries in Australian schools, universities
and other educational institutions, and the provision of courses
in Australia to train personnel from developing countries in
specialised fields. Training also includes amiounts spent to
train students in third countries. Aid to research institutions
may also be classed as technical assistance.

2.4.2 In 1970-~71, 29 per cent of the bilateral programme was
spent on capital project sid, 50 per cent on programme aid (of
which 31 per cent was food aid), and 21 per cent on technical
assistance.44 In the last seven years, the project aid share has
remained fairly static (although it is expected to increase in
future), food aid has declined slightly but is now stable at some
$12 million per e.nnum,45 and it appears unlikely that technical
assistance will increase substantially except for research
programmes. The largest increase has been in programme aid, other
than food aid, which includes emergency aid and also reflects an
increase in D.K. aid to Indonesia. By comparison with D.A.C.
countries, Australie gives a higher proportion of its aid {other
than aid to Papua New Guinea) as food aid?® but in the last few
years the level of food aid has remained constant.

44, See Table 6. No breakdown of technical assistance
expenditure into experts and training is available.

45. The F.A.C. commitment is for 225,000 tons of wheat a
year. Transcript, p. 295.

46. Transcript, p. 253. The comparison may be slightly
inflated because of the grant character of Australian

aid., /23. ...
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2.4.3 This composition of aid has remained fairly stable

over the years and appears to reflect the capacity of Australian
aid resources suited to project aid and technical assistance.

The components of aid to particular countries, however, have

been tailored to meet recipient needs. Three examples illustrate
this. Indonesia has a high proportion of programme aid in its
aid from Australia. This reflects, first, its food needs and also
its need for foreign exchange support through D.K. aid and direct
commodity imports. India's most important need from Australia

is food eid and the composition of its programme with little
project aid or technical assistance shows this. Malaysia receives
no food aid or other programme aid from Australia, while its
allocation is divided between project aid and technical

assistance.47

2.4.4 The types of aid carried out by multilateral agencies
vary considerably., The I1.B.R.D. and 1.D.A. see their major role
as project lending, and do not normally make funds available for
technical assistance (except in conjunction with gpecific
projects). The Bank's policy restricts programme lending to
special circumstances where such lending would support develop-
ment policies already under way.4 " The Bank regards

advice on balance of payments problems as falling within the
area of responsibility of the International Monetary Fund (I.M.F.),
and in general, considers programme aid in the form of broad
expenditure on imports as more difficult to supervise from a
development point of view than project‘aid.4

47. Transcript, p. 43. Composition by type of aid programmes
of lndonesia, India and Malaysia -

$million
. : X Programme Technical
1970-71 Capital Project TFood other Assistance
Indonesia 2.4 4.2 T7.7(includ- 1.2
ing 5.2m.
U.K, aid)
kndia 0.6 3.4 0.2 0.4
Malaysia 1.5 - 101

48. World Bank Annual Report 1971, p. 29.
49. Transcript, pp. 744-746.
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2.4.5 Individual U.N, Agenciés,gover a more specialised
field. Yhe U.N.D.P. now co-ordinates U.N. programmes in each
country, and provides technical assistance, surveys, feasibility
studies and assistance with plenning. Other U.N. Programmes
such as the Children's Fund and the Population Fund have special
aid activities.

2.4.6 It would appear that a strong advantage of bilateral

aid lies in the donor's ability to direct it to purposes where
multileteral agencies are not deeply invelved. Generally, most
technical assistance, most food aid and most belance of payments
aid are carried out bilaterally, and as international development
bank lending concentrates on large projects, there is scope for
smaller scale projects to be undertaken bilaterally.

2.5.1 Project aid can be allocated in differing areas of
recipient countries' economies: into agriculture, manufacturing,
transport and so on. The sectoral distribution of Australia's
project aid has been highly concentrated.so In 1970-71, more
than 60 per cent of projecis were infrastructural: transport and
communications, energy production and a contribution to the Indus
Waters Scheme. Expenditure on agricultural projects was 12 per
cent of the total, on social projects (which include welfare and
education) some 20 per cent, while industry took up some 2 per
cent.

2.5.2 This concentration arises: from a combination of three
factors: +the importance which has been attached by both recipients
and donors to infrastructure; a perception that this is an area
of particular Australian expertise;51 and third, the particular
method of financing project aid. In the case of the last factor,
Australia, like most donor countries, undertakes joint projects to
which each government contributes.52 This means in effect that

50. See Table 7.

51. e.g., with the Snowy Nountalns Engineering Corporation
and the P.M.G.

52. See Table 8.
/26, ...



TABLE 7
AUSTRALTA: SECTORAL DISTRIBUTIUN_OF_CAPITAL_PROJECT AL

EXCLUDIN APUA _NEW GUINEA
' 1970-T1
P | Percentage
R . $A mll?)on : of Total
Agricul ture. 1) ‘ 1.375 i 2.
Transport and - ‘
communications A 6.223 : 54.8
Energy : .595 5.2
Industry 1 .289 ] 2.5
Social 2.221 ' "19.6
Indus : : 663 ] 5.8
Tetal . 11.366

Source: Department of Foreign Affairs
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AUSTRALIA: FINANCING
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TABLE 8

1

OF _CAPITAL PROJECT AID®
D NT 3

R Percentage
$A million of Total
Turnkey - -
Joint with other donors 6471 5.6
Joint with recipient 9.757 85.8
Equipment only 976 8.6
Total 11.374

Source: Department of Foreign Affairs

Notes: %the major part of costs borne by
Australie is financing equipment

and technic¢al assistance.

b

ihcludes Indus Waters Schenie,
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Australia covers the foreign exchange costs of the project
(primarily the cost of equipment which is two-thirds tied to
purchase in Australia) and supplies the technical personnel not
available locally. The recipient government covers the local
costs which are chiefly local supplies and labour. In the infra-
structure field, the major part of the cost of a project is its
foreign exchange cost whereas in agriculture and social welfare
projects, local costs may exceed foreign exchange costs. 1f
tapping domestic savings for local costs is a problem, as it is

in some countries in South bEast Asia, then projects in these
latter sectors may have to be deferred, particularly if available
domestic savings are devoted to projects of the highest priority.53
Thus, present financing arrangements appear to have an effect on
the present sectoral distribution of Australia's project aid.

2.5.3 In general terms, this kind of financing "encourages an
uneconomic bias towards capital-intensive projects"54 with a
consequent loss of opportunity to generate employment. Both the
Pearson Commission and D.A.C. in its 197t Reviev55 have recommended
that present donor policies covering local costs should be
liberalised, As regards Australia, while it is not necessary that
some kind of hypothetical balance should be maintained between
sectors, it is important that if Australia is to concentrate on
infrastructure aid that this should be integrated into the
priorities of recipient governments. Alternative projects and
alternative financing should be examined so that the contribution
of projects to the development objective can be assessed on other

criteria besides recipient request.

2.5.4 The question was raised before the Sub-~Committee whether
infrastructure aid might be more appropriately carried out by
multilateral institutions than by bilateral donors because the
co—-ordination of priorities of such projects could be achieved

53. Mr McClintock from E.D.C., in regard to the problem of
raising domestic capital, suggested that some Australian
aid could be used to finance a development bank in
co-operation with local interests to generate capital
for projects. Transcript, pp. 798-8008.

54. Pearson Commission Report, Partners in Development, p. 177;
this point vas also made to the Sub—Comm1ttee by Professor
Hogan in his Developmer} Themes.

55. Pearson Report, p. 177, D.A.C. Review 1971, p. 57.

(20
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more c.n(‘l‘(.’ct:'\vely.56 Against this, it was argued that it would

be difficult in practice Lo make such a division and that the

57

Another witness argued that while it was preferable for multilat-

wishes of recipient countries also had to be taken into account.

eral institutions to carry out major infrastructure projects,
there was still scope for bilateral donors to engage in smaller
infrastructure projects provided they were integrated into the
development plans of developing countries.58 The general point
of view of the Committee was that major infrastructural works
were particularly appropriate for implementation by multilateral
institutions.

2.5.5 The sectoral distribution of the I.B.R.D.'s multilateral
aid in cumulative terms shows a concentration on electric power,
transportation and industry. The I.B.R.D.'s sectoral distribution
has changed recently with a new emphasis on agriculture, education
and social projects.59 Dr Whitelaw of the Treasury told the Sub-
Committee in this regard that -
"IY is probably true to say that some of the weakness

in the development of developing countries has been

associated with undue concentration by both borrower

and lender on some of the more obvious and ostentat-

dous types of development. This has no doubt been a

problem., The situation is changing and this is a

trend which is likely to continue in the period

ahead."60
2.5.6 The I.D.A., which in cumulative terms has concentrated
on transportation, agriculture and general development and

industrial imports61

has begun a similar change in priorities to
that of the I.B.R.D.%2 The A.D.B. has also concentrated on
electric power (42 per cent of all projects in 1971), transport
and communication and industry. This was explained as being a
consequence of the fact that the A.D.B., as a financial

institution, was best geared to finance this type of‘projeet.(’4

56. Transcript, p. 121, 60, ibid, p. 739.
57. ibid 61, ibid, p. 674.
58. ibid, p. T14ff, see also 62, ibid, p. 654.

p. 6818Ff,

63. 1ibid, p. 682,
59. Transcript, p. 739,

64. ibid, p. T71.
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The problems associated with financing agricultural expansion ~
for example the small foreign exchange content in agricultural
projects, cultural and social constraints such as land tenure
patterns and the difficulties of increasing exports of traditional
primary products ~ have been seen as much more difficult. 5

2.5.7 The sectoral distribution of aid funds both bilaterally
.and multilaterally, has important consequences for both the social
and economic objectives of development. ln the bilateral area,

Australia has some degree of choice in projects.

6. Administration of Aid:r Bilateral and Multilsteral

Aid Organisation
2.6.1 Australian aid is at present administered through a
number of departments. The Department of External Territories
is primarily responsible for aid to Papua New Guineg. Bilateral
aid to countries other than Papua New Guinea is administered by
the Department of Foreign Affairs through an Aid Branch in its
Development Division. This Branch consis.s of five sections
déaling with policy, projects, international training, review
(evaluation), and general servicés..66 Additionally, offices in
state capitals administer training programmes, and at present
there are 21 officers, experienced in aid, who are solely concerned
with aid functions at overseas posts. The Department of Foreign
Affairs also allocates aid to U,N, agencies.

2.6.2 The Departments of the Treasury, Education and Science,
lmmigration, Trade and lndustry, and Primary Industry, also

fulfil aid functions. The Treasury‘role,67 apart from general
budgetary oversight, is concerned with multilateral and Australian
aid to Papua New Guinea, with Australian aid going through the
international financial institutions of the World Bank Group and

65. ibid, p. 772.

66. Comprising two Second Divisiom Officers, 108 Third Division
Officers, and 28 Fourth Division Officers. The Aid Branch
was adninistratively reorganised in 1965; 1969 and 1971.

67. Transcript, p. 796ff. i

/31 woo
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the A.DiB., and with some aspects of bilateral aid. This is
carried out through the International Relations Branch of the
Overseas Economic Relations Division., The Department of
Education and Science acts on behalf of the Department of Foreign
Affairs in the administration of sponsored students coming to
Australia. It also acts as educational adviser to the Department
of Immigration which controls the entry of private students.

The Department of Education and Science also administers the
Commonwealth Co-operation in Education Scheme which is concerned
mainly with teacher training. The Department of Trade and Industry
has a direct role in providing advice on the capacity of industry
to carry out projects and in conducting export development
training courses. Indirectly, it is involved in the aid field in
regard to trade deriving from aid, and with investment which helps
promote exports to developing countries. Administrative~

ly, it is involved with the Export Payments Insurance Corporation
(E.P.1.C.), tariff preferences and export and investment
promotion.69 The Department of Primary Industry advises the
Department of Foreign Affairs on aid in the form of primary
products. The Department of Supply acts as the main procurement
agency for aid goods other than those..for Papua New Guinea.

2.6.3 Co-ordination of aid policies is the task of the

Interdepartmental Committee on Aid,70

which meets periodically,
while to-ordination in various areas on a day-to-day basis is
carried out between the relevant sections in departments. 1 The
Department of Foreign Affairs bears the main responsibility for

aid with the Treasury exercising overall surveillance.

2.6.4 In an international context, the administration of aid
is organised in either of two main ways: ohe, by a wholly or
partly autonomous body, or two, by individual departments. In

68. ibid, p. 716B.
69. ibid, p. 505.

70. Comprising the Departments of Foreign Affairs, Treasury,
Trade and lndustry, Defence, Prlmary Industry and
Education and Science..

"7t. Transcript, p. 796ff.
72. ibid, p. 799. . .
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the first category Belgium, Denmark, Norway and the U.K. have

aid bodies which are responsible for most of the functions of

sid giving but remain part of their respective departments of
foreign affairs. The Cahadian, German and the U.S. aid bodies
are autonomous, though remaining, in the cases of Canada and

the U.5., responsible to the Minister for Foreign Affairs. Those
countries in the second category are Australia, Austria, France,
Italy, Japan, thé Netherlands, Portugal and Switzerland. From
the point of view of policy making, all countries co~ordinate

the views of interested departments.

2.6.5 Where countries disperse aid functions among departments,
this has been partly a consequence of dealing with the specialised
nature of some types of aid. Differing emphases on the foreign
policy aspects of aid have led to differing methods of administrat-
ive control. Tradition and the maintenance of bureaucratic power
have also played a part. Those countries which have consolidated
aid functions in bodies with at least some degree of autonomy
appear to have done so in the belief that this affords greater
opportunities for co-ordination of aid, and that it indicates a
higher priority for aid in governmental objectives.73

2.6.6 Some witnesses before the Sub-Committee called for an
autonomous or semi-autonomous body to administer all of Australia's

74 Vitnesses from the Australian Council for Overseas Aid

aid.
(A.C.F.0.A.) sav several advantages in a separate instrumentality:
the importance of aid would be upgraded,75 the aid programme would
be separated from the diplomatic functions of the Department of
Foreign Affairs,76 and all aid functions, presently separated,
could be consolidated. Witnesses did not generally envisage a
separate aid department, but rather a statutory body responsible
to the Minister for Foreign Affairs, Some vwitnesses placed stress

on the importance of aid being administered by specialists, rather

73. Transcript, p. 1156 refers to the Canadian experience.

74. This aspect was examined in Tramseript, pp. 355-357;
866ff, 830B.

75. Transcript, p. 867.
76. ibid, p. 868,
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than by diplomats and general administrators.’ ! They suggested
that such an aid organisation could be linked to an advisory
body to tap Australian community resources and to some kind of
research institution specialising in development.

Aid Administration

2.6.7 The Sub-Committee sought information on the cost and
effectiveness of the present method of administering aid. In
examining the cost of administering aid, several problems arose:
some administrative costs (those of State governments, statutory
authorities and private companies) incurred in a programme,
could not be identified separately.7

2.6.8 The 1970-71 administrative costs of aid'’ (including
aid to Papua New Guinea) were estimated to have been:

Departments in Australia $6.4 million
Australian Overseas Missions $1.2 million

$7.6 million

If administrative costs of aid to Papua New Guinea are excluded
(about $4.1 million), it costs in the region of $3.5 million to
administer other programmes. Capital project aid was estimatsd

to have cost about $1 million, and sponsored trainees and

students about $1.7 million. The remainder, $0.8 million, was

the cost of administering programme aid, other technical assist~
ance and multilateral aid. This total of $3.5 million for
administering aid (excluding Papue New Guinea) included personnel
costs in Australia and overseas, travel costs and office costs.

A further $0.9 million vas spent in administering private studentsao
in Australia but this is not seen as part of the official aid
programme. The total of $3,5 million was equivalent to 6.4 per
cent of all aid (excluding Papua New Guinea). International
comparisons are not particularly meaningful here, for even if it

77. Mr J.B. VWebb, Transeript, p. 830B.

78, See Appendix D,

79. Department of Foreign Affairs, see Appendix 1.
80. Department of Koreign Affairs..
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can be shown that Australia's costs are lower than the D.A.C.
members' average (due to the relatively low administrative cost
of programme aid), the real measure of administrative costs is
in terms of its effectiveness in achieving objectives, not in
some ideal administrative cost, total expenditure ratioosT

2.6.9 It proved rather difficult, in the time available to
the Sub-Committee, to achieve a full picture of the effectiveness
of bilateral aid administration. The breadth of administration
of aid to Papua New Guinea was clearly outside the range of the
Sub~Committee, especially as change was occurring rapidly in the
Territory. Of the three types of other bilateral aid (capital
project, programme and technical assistance), most evidence was
received on technical assistance, somé was received on D.K. aid,
F.E.0.F., emergency aid and food aid, while evidence-taken on
capital project aid was of a general kind rather than related

to specific works. The administration of particular types of
aid such as capital project aid and technical assistance is
discussed more fully in Chapter Three in relation to their
special features.

2.6.10 Within the total aid programme, the part that requires
most planning by the Department of Foreign Affairs is bilateral
aid to countries other than Papua New Guinea. Within the sum
estimated for any particular year, country levels of aid are
decided on a basis of what is required to complete or continue
existing commitments plus appropriations for new projects or new
types of aid.82 Although annual budgeting remains in force, most
commitments are authorised on a rolling basis for some years
uhead‘.83 This has been of some importance as the rate of
disbursement of bilateral funds can be affected by procurement
and other delays in Australia and by delays in the recipient

countries..

81. Transcript, pp. 297-299,

82. The criteria referred to in the section on geographical
distribution of aid are important here. See above, p. 14.

83. Transcript, pp. 67-69.
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2.6.11 The Sub-Committee inquired into the question of
evaluation of aid. Mr Parsons told the Sub-Committee that:
"There is the general broad evaluation of aid programmes

as such. There is an interdepartmental committee for
instance - a senior committee of major departmentis
concerned with aid programmes. It meets regularly
and discusses some of the major problems and major
matters bearing on aid programmes. Secondly, we have
annual international reviews where aid programmeés are
evaluated very stringently by the Development
Assistance Committee of the 0.k.C.D. Thirdly, there
is the Colombo Plan Consultative Commitiee where
again there is a general evaluation and discussion of
programmes., That is the framework, in terms of
general aid matters, against which we develop the
evaluation of specific projects. For instance, each
of our posts in countries where there are major
programmes has people working on foreign aid matters
who are obliged to submit regular monthly and annual
reports about the progress of particular projects.
It is also a matter for heads of missions in the
regular meetings that are held on an area basis."84

2.6.12 However, the Committee noted that, in regard
specifically to project aid, apart from progress reports, no post
hoc evaluation has been carried out.®> The Department of Foreign
Affoirs has recently set up an evaluation section, staffed by
cconomists for this task, but because of staffing delays and
pressure to carry out other tasks, the section has not yet begun

to carry out evaluations.

2.6.13 The administration of Australian aid can be seen as a
developing process responding to an increasing awareness of the
importance and complexity of aid giving. The appointment of
officials to posts abroad whose sole task is aid administration
and the expansion of the Aid Branch in the Department of Foreign
Affairs, are advances in this respect. An in-depth examination
of aid administration by the Sub-Committee on the basis of
evaluation of particular projects and in the light of suggestions
made to the Sub-Committee was not possible because of constraints
of time and the scope of the Sub-Committee's inquiry.

84. ibid, pp. T0-72.
85. ibid, p. 355.
86, ibid, p. 353.
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2.6.14 The Sub-Committee inquired into the administration of
aid by multilateral financial institutions and by U.N. agencies.
The 1.B.R.D. capital stock of $US27,000 million is subscribed by
member countries on .a basis of their economic and financial
strength and each subscription is linked to the member's quota in
the I.M.F. Australia's subscription to the I.B.R.D. at present
totuls $US533 million, of which $US53.3 million has been paid
in. Ten per cent of member's subscriptions can be used by +he
Bank under certain conditions, while 90 per cent remains on call
as financial backing for the Bank's borrowing operations. The
Bank derives funds for lending from paid-in subscriptions, borrow-
ings on the world capital markets and from the income it earns
each year.

2.6.15 Each member country appoints a Govermor (generally the
finance minister or head of central bank) to the Board of Governors
in which the Bank's powers are vested. The Board of Governors has
delegated most of its powers to a Board of Executive Directors of 20
members of whom five are appointed by the largest stock holders -
U.8., U.K., Prance, Germany and ananSS - and the remaining

fifteen elected by the other members in accordance with their
voting power, which is directly related to the size of their
capital subscriptions. Thus, Australia has joined with New

Zealand and South Africa to obtain the required voting power to
elect au director. Directors and alternate directors are usually
representatives: of finance departments or central banks but it is
notable that both the U.S. director and the U.,K. alternate
director‘répresent.development‘institutions.89

2.6.16 The Directors broadly determine policy within the
Articles of Agreement and voting on the Board of Executive
Directors is also weighted, being the sum of the voting power of
the country or countries represented. The Exeputive Board

88. VPrior to the adjustments made following the recent
review of 1.M.F, quotas, India was entitled to
appoint a Director instead of Japan. .

89. The U.S. Director is also Director of the Mid-American
Development Association and the U.K. alternate
Directer is Private Secretary to the Minister for
Overseas Development.
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appoints the President (currently Mr Hobert McNamara), who is

responsible for the conduct of the ordinary business of the
World Bank Group.

2.6.17 The Sub~Committee examined three aspects of the
administration of the I.B.R.D.: control of policy, staffing, and
the role of the I.BVR:D. in dévélopmeiit. On the Tirst aspect of
control of policy, the linkage of the voting power of countries
(to elect directors and alsoc in voting by the directors) to the
control of policy means that developed nations dominate the
institutioﬂgo and among the developed nations the largest
subscribers have relatively more weight. On the other hand,
developing nations outnumber developed nations and the traditional
method of decision in the Board is by consensus.

2.6.18 In terms of organisation and techniques, the Bank is
also influenced by its location in the United States and the fact
that it hus, until recently, recruited the majority of its staff
from the developed nations. 14 has a professional staff at
present of some 1,60091. Administrative expenses of the World
Bank Group {(including 1.B.R.D., I.D.A. and I.P.C.) in 1970-71 were
$US76.5 million or approximately 3.1 per cent of loan commitments
and 6.4 per cent of loan disbursements in that yea.r.92

2.6.19 The Committee gained the impression that among
multilateral agencies, the World Bank Group was very efficiently
administered.93 Professor W.I. Hogan, Professor of Economics at
the University of Sydney, told the Sub-Committee, with regard to
the Bank's efficiency and role in development, that:
"I believe that there are differences in efficiency

and quality of work between the multilateral

institutions. The advantage of the multilateral

institutions in mahy instances is that they are

open to greater examination and analysis than the

institution associated with bilateral aid schemes
.. In terms of measuring the efficiency of

90. Developing nations hold approximately 30 per cent of
I.B.R.D. voting power.

91. World Bank Annual Report 1972, p. 3.
92, Transcript, p. 702.
93. ibid, p. 708,
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World Bank performance one would have to look at
the whole spectrum of its activities including
those projects which it supervises for other
agencies. 1f you take into account the sums
involved and the fact that the staff of that
institution is only 2,800, it is not an enormous
institution yet it carries out a great deal of aid
activity throughout the world. It is the co-
ordinating body for a good number of consortia
to a number of developing economies and in that
way acts as a secretariat on a scale which is
almost impossible to quantify in terms both of
the amount involved and of its influence."94.

2,6.20  Apart from its own lending, its country surveys and
its planning, a major 1.B.R.D. role has been in attempting to
set up effective co-ordination of bilateral, multilateral and
regional aid. This has proved difficult. As the last D.A.C.
Review pointed out:
"The failure to discuss projects, and hence achieve

any significant degree of project co-ordination,

at meetings has been due in part to the fact that

donor representation has tended to be officials

from capitals who are only equipped to discuss

general economic policy issues, but not specific
project details."95

Such meetings have also been infrequent. In the developing
countries themselves there are often difficulties including the
lack of a workable development plan and fears on the part of some
leaders that co-ordination may threaten their control over aid.96
The I.B.R.D., D.A.C. and the U,N, have all taken initiatives to
ameliorate the situation.

2.6.21 The International Development Association (I.D.A.) is
administered by the same staff as the 1.B.R.D. and its policies
are co-ordinated closely with those of the I.B.k.D. The I.D.A.
was formed in 1960 (largely on U.S. initiative) to meet the needs
of developing countries for funds on concessional terms. Although
I.B.R.D. terms (7% per cent) are less than it would cost
developing countries to borrow themselves on the world capital

94. Transeript, p. 1217.
95. D.A.C. Review 1971, p. 131.
96. ibid, p. 136.
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markets, their debt servicing problems made it imperative that
long term, very low-interest loans be made available. I.D.A.
meets part of this need. IX.D.A. credits bear a service charge
of } per cent over 50 years with a grace period of 10 years.

The I.D.A. is funded from five sources: initial subscriptions
by member countries; periodic replenishment exercises involving
its richer members; contributions by certain countries; grants
from the World Bank; and I.D.A.'s own net income,

2,6.22 Membership of I.D.A. is divided into two categories:
"Part 1" countries and "Part 1I" countries. The former comprise
all the relatively developed or high-income members, including
Australia, while the latter includes all the relatively poorer
developing member countries. Each Part I country was obliged to
pay its entire subscription to I.D.A. in convertible currency,
all of which could then be used by the Association for lending.
Bach Part Il country, on the other hand, was obliged to pay only
one-tenth of its subscription in convertible currency -~ the
remaining nine~tenths could be, and inveriably was, paid in the
member's own currency and this could not be used by I.D.A. for
lending without the member's consent. Some Part II countries
have since released all or part of the latter portion of their
subscriptions for use by the Association, subject to various
terms and conditions. Initial subscriptions to I.D.A. totalled
$US1,016 million at 30 June 1971. Australia paid its initial
subscription of $US20,18 million over the five year period 1960-64.

2.6.23 Three agreements to replenish I.D.A.'s resources have
been negotiated. The first replenishment exercise was for
$UST50 million which was payable by Part I countries only, over
the three-year period 1965-67. Australia's share of this total
was $US19.8 million. The second replenishmént exercise came
into effect in 1969, adding roughly $US1,200 million to I.D.A.'s
resources by way of contributions from Part I countries and a
long-term interest-free loan from Switzerland, a non-member.
Australia's share of this total was %US24 million payable over
the three years 1968-70, Agreement was reached in 1970 for a
third replenishment éexercise involving total payments to 1.D.A.
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of more than $US2,400 million over a period of three years
beginning in 1971. Australia's share of this total is $US48
million. The agreement governing this replenishment became
effective in late September 1972 after the U.S., Congress had
given legislative approval for payment of the U.S. contribution,
which is a necessary precondition for the effectiveness of the
agreement. It is believed that concern with the U.S. balance of
payments and "aid fatigue" have contributed to the difficulty of
passing this legislation. Some countries, including

Australia, made voluntary contributions to I.D.A,

pending the third replenishment agreement becoming effective.
Australia's contribution amounted to $US16 million, or the
equivalent of the first annual payment due under the third
replenishment.97 The rate of I.D.A. credit commitments and
disbursements has been significantly affected by shortf@lls‘of
funds aveilable for lending resulting from these delays in
negotiating and ratifying its second and third replenishment

exercises.

2.6.24 On the question of the effect that Australian views
have had in I.D.A. negotiations, Dr Whitelaw from the Treasur,
said:

"At those consultations it has been possible to
infiuence the kind of overall package which is
acceptable to the donor countries in order that
the finance required would be forthcoming. It
is fair to say also that in the case of 1.D.A.
replenishment the donor countries were able to
slow down an expansion of 1.D.A. which had been
proposed by the management. That slowing down
was. in the interests of the efficiency of the
institution and to prevent undue growth with
wvaste and the type of thing we have been talking
about earlier which is undesirable."98

2.6.25 The setting up of the ksian Development Bank in 1966

resulted from a belief that there was need for a development loan
institution tied more closely to the‘problems;of the region. It
vas felt that the activities of the I.B.R.D. and I.D.A. could be

97. Transcript, p. 649ff.
98, ibid, p. Ti2.
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usefully suppleménted at a regional level, that funds would
become available for the Bank from donor countries, such an
Australia, that had a particular interest in the region and that
a regional bank would have a spécialised knowledge that would
prove effective in co-ordination and in aid piving generallyng9

2.6.26 The A.D.B.'s organisation is modelled on that of the
T.B.0.D. and I.D.A. It has a Board of Governors most of whose powers
are delegated to a Board of Directors operating in Manila. The
Board of Governors elects the President, at present Mr Shiro

“ Inoue of Jepan. Unlike other regional banks, the A.D.B.'s Board
of Directors has eight regional members and four non-regional
members. The voting power of directors is weighted according to

" the size of each cournitry's capital subscription, The 4.D.B.

has a capital stock of $US1,100 million to which members

pay in one half of their subscriptions with one half remaining on

call. Australia subscribed $85 million of which half has been

paid in. The A.D.B.'s capital is to bevincreagkﬂ‘to $052,750 million

over the next 3 years. OUf the increase, 20 per@ent will be paid in an
80 per cent will remain on call. Australia's sh¥ke will be

$US127.5 million, of which $US25,5 million will b¥§paid in.

2.6.27 The A.D.B."s organisation for'lending repMksents some~
thing of an amalgum of the organisation of the I.B.RI
T.D.A. The A.D.B. relies on member's subscriptions aWl borrow-
ings on capital markets (so far over $200 million) for funds for
ordinary loans on terms of 7} per cent interest. It has also a
soft Cunds "window" in its Special Funds which are financed from
voluntary contributions froin members. These special funds are
loaned at 13-3 per cent per annum.

2.6.28 Prom the point of view of obtaining funds, the A.D.B.
suffers some problems from its dual role. Mr Heéinrich from the
Treasury, explained -
"The capital of the Bank is at present considered to
be insufficient. This Iic¢s behind the decision taken
recently to increase it by 150 per cent. So far as

the future is conc¢erned a lot depends .on whether the
ADJ B, 1s to be viewed as a bank or as an, aid

99. ibid, p. 70T, _
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institution. If it is to be viewed essentially as

a bank it will normally be expected to obtain most

of the funds it needs for lending by borrowing on

the world capital markets and it would need less
‘infusions of capital from its member governments,

If it becomes an aid institution and places less
emphasig on the need to tap the capital markets of the

BeTMnb bt a2 151550, 19,5615 Shat much more on

This dual role has also had some effect on the geographical and
sectoral distribution of A.D.B. funds.“)1 It appears that there
is some difficulty at present in reconciling, within the one
institution, a proper concern for the Bank's financial soundness
which is necessary for borrowing on the world's capital markets,
with the need to pay special attention to the smaller or less
developed countries under the A.D.B.'s articles of agreement.

2.6.29 The Sub-Committee inquired into the way subscriptions
to the A.D.B.'s ordinary funds were fixed, The criteria for allocat-
ing regional member countries' proportions of the total capnital stock
of some %1 billion were estimates of G.N.P., trade, population and
taxation‘revenues.103‘ From a formula derived from these criteria,
Australia's subscription was set at $85 million; the fourth
largest after the U.S.,, Japan and India. It was explained to the
Sub-Committee that because India has great development needs, it
would swamp any allocation of A.D.B. funds and thus has not chosen
to be a recipient of A.D.B. funds.104 The Sub-Committee was also
told that only Australia and New Zealand tie the local currency
portion of their ordinary fund subscriptions to purchase in the
doner country. As Dr Whitelaw from the Treasury explained -
"The argument used was the classical argument for

tying, that Australie at the time the A.D.B. was

established was predominantly an exporter of

primary products. It was not competitive in terms

of supply of capital equipment and items needed

for the implementation of projects which might be

financed by the A.D.B. .... It was felt that if

Australia was to contribute a substantial amount,

much more than most of these European donor

countries, it should do something to try to protect

Australia's interests by ensuring that some part

of the finance of these projects resulted in
expenditure on Australian goods and services."105

100. Transcript, p. 762. 103. ibid, pp. T57-759.
101, See above, pp. 18, 19, 104. ibid, p. 781.
102. Transcript, p. 658. 105. 1ibid, pp. 760-761.
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2.6.30 The A.D.B.'s Special Fund resources (%US203 million)
derived mainly from voluntary contributions from members, are divided
into three funds: an agricultural fund; a technical assistance
fund; and a multi-purpose fund. Aﬁstralia has given #US10
million; most of which goes to the multi-purpose fund and is tied
to purchase in Australia, with the balance (also tied to
Australian services) allocated to the technical assistance fund.
The ad hoc nature of contributions to A.u.B. Special Funds is
seen as a major handicap to its operations, but attempts to make
contributions uniform (as in 1.D.A.) need the support of the
large donors.

2.6.37 In regard to multilateral financial institutions

generally (with the exception of I.D.A.), the process of their
development appeérs to involve a period in which it is necessary

for them to establish their financial soundness and credit rating

on the world capital markets before they can venture into the more
difficult areas of development. On the other hand, as the submission
from the Demartment of the Treasury put it:

"The tendency for international aid institutions to
proliferate and the inexorable growth in their
administrative budgets, suggests that they may
develop a life of their own and become less and
less relevant to the development process.'"106

2.6.32 The U.N. agencies concerned with aid have been undergoing
a period of change since the publication of the Jackson Report in
1969.107 Since their inception, the various U.N. funds have
suffered from a shortage of financial resources and have encountered
serious difficulties in co-ordinating their programmes because they
have been administratively, and in terms of budget, decentralised
organisations. As Sir Robert Jackson stated -
“.....it (the U.N, Development System) is under the
control of about thirty separate governing bodies;
in the past much of their work in dealing with

administrative problems has been self-defeating.
At the headquarters level, there is mo real

106. Transcript, p. 629.

107. Sir Robert Jackson, A Study of the Capacity: of the
United Nations Development System.
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'Headpiece' -~ no central co-ordinating
organisation - which could exercise effective
control. Below headquarters, the administrative
tentacles thrust downwards into an extraordinary
complex of regional and sub-regional offices, and
finally extend into field offices.in .over-ninety
developing countries."108

2.6.33 U.N. funds have proliferated becausé of pressures for
aid to be directed to particular areas and to particular sectors
and from attempts by developing countries to set up funds that
would represent their views rather than those of large -‘donors«
Since the acceptance of the Jackson Report, the U.N.D.P. has
begun to co-ordinate all U.N. agencies' aid in each country and
to set up five year indicative levels of aid for each country.
The U.N.D.P.'s‘secondary role is in technical assistance, sﬁrveyg
and planning. U.N.D.P. policy is miade by an elected Governing
Council, of which Australia is currently a member.. The remaining
U.N. agencies continue to administer their specialised programmes
through executive boards and committees.1o9 ’

108. ibid, p. (iii); wol. I,
109, See Transecript, P, 2632f, for a descrlptlon of the
adm1n1strnt10n of these programmes.
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CHAPTER THREE

THE CHARACTER1STICS AND EFFECTIVENESS OF PARTICULAR
TYPES OF AID

1. Aid to Papug New Guinea

3.1.1 Papua New Guinea is rather a special case in Australia's
aid. As one of the few remaining dependent territories in the
world, it continues to be surveyed annually by the U.N. Trustee- '
ship Council. While the Territory becomes less dependent
politically, it remains deeply dependent on the_inflow of
Australian capital - in terms of aid and investment ~ and on
Australian skills for its economic development.

3.1.2 The special nature of Australian aid to Papua New Guinea
has been acknowledged in its adminisiration directly by the
Department of External Territories and indirectly by other
Commonwealth Departments. Australia has been responsible for
economic development in the Territory, but as independence approaches
and on its achievement the Papua New Guinea Government will become
responsible for economic development. Australia will assume an aid
relationship to Papua New Guinea, on similar terms to that which
exists at the moment with other developing countries to which
Australia now gives aid, although due to historical and geographical
reasons some special features may be preserved.

3.1.3 In this period of transition, aid to Papua New Guinea is
changing in nature. Recent constitutional developments in Papua
New Guinea, particularly the July 1970 decision to devolve final
authority and responsibility foQ important areas of government

upon Ministerial and Assistent Ministerial members of the Papua
New Guinea House of Assembly, were accompanied by changes in the
aid arrangements. The former lump sum grant was divided into
three: the grant in aid for recurrent expenditure, the development
grant, and the payment (outside the P.N.G. budget) of the
differential costs of expatriate public servants. The Sub-Committee
was told that in future the Commonwealth's aid will go mainly to
development projects and other specific forms of aid.! The P.N.G.

1. Transcript ot Evidence, p. 8988,
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House 'of Assembly has for sdme years accepted the commitment to
increase progressively the Territory"s economic self-reliance

. through increasing internal révenue and Ioan‘receipts.2 Theé main

administrative change in regard to aid and development has been
the institution of an Office of Programming and Co~ordination in
the Territory, whose Director reports to the Finance and
Legislative Committee of the Administrator's Executive Council.
The functions of the Office are +to recommend a co-ordinated
development programme, to review functions and priorities of
departments, and to co-ordinate and stimulate planning activities
generally‘.3

3.t.4 It has been the task of this Office (togethér with the
Department of External Territories) to review periodically the
five year programme 1968-69 to 1972-73, and to work on the
preparation of a new development programme for 1973-74 to 1977-78,
The basic principle of the programme is ~
"To help the inhabitants of the Territory to become
self-governing as soon as possible and to ensure
that when this aim is reached the Territory will,

to the greatest extent feasible, be able to stand
on its own feet economically."4

The main objectives of the programme are -

. Maximum increases in production consistent with
financial and manpower resources and market.

capacity.

. Maximum participation by Papus New Guineans at all
levels..

. Maximum practicable progress towards financial
self-reliance.

. Maximum practicable contribution to meeting social

needs and raising the level of living of the-peo.ple.5

2. P.N.G. Office of Programming and Co-ordination. The
Developmeht‘ProgrammenEeviewed 1977, p. 1.

3. ibid, p. 2.
4. ibia
5. ibid, p. 3.
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3.1.57 It appeared from evidence before the Sub—gommittee that,
whereas in the.first five year plan most emphasis was laid on the
objective of maximising economic growth, now increasing stress is
being placed on maximum participation by Papua New Guineans in

the economy. In regard to maximising economic growth, the achieve-
ment has been an important ome with a rate 6f growth of Gross
Monetary Sector Product of 13.5 per cent for the period 1968-69
and 19.5 per cent for 1969-70.6 The rise in 1969-70 was largely
e result of investment associated with the Bouganville coppér
.project. This kind of increase has had two implications: one,
that while the level of indigenous disposable incomes has been
rising in absolute terms, the share of disposable incomes of
indigenes has fallen (to some 39 per cent of the total) in relation
to the share held by expatriates, despite the continuing trans-
ition from a subsistence to a money economy. This is partly
explained by the increase in ekpatriate‘employment in the economy
due to increcased Australian investment, but also by the greater
emphasis placed on capital rather than manpower. In the second
place, with such rapid economic growth due to investment and aid,
it has been difficult to ensure that the rate of participation by
indigenes in industry and to lesser extent in agriculture has kept
pace with growth let alone improved. In the monetafy sector,
Papua New Guineans controlled 40 per cent of agriculitural product-
ion in 1968—697, but the industrial and financial sectors were
largely or wholly in expatriate hands.g‘ An exchange during
hearings illustrated the possibility of conflict of these
objectives at any one point of time.

"Acting Chairman - Do you see necessarily a conflict
between the pure economic concept 6f maximising
economic growth and the intent and purpose of
maximising indigenous participation?

Mr Besley -~ 1 would not say a conflict., I would say
it is possible to have growth and increasing
indigenous participation.

6. Department of External Territories.
7. Ihe Development Trogramme Reviewed, p. 95.

8. R.T. Shand. Emerging Policy Issues in the Development
of Papua New Guinea, A.N.U. 1971, p. 84,
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Acting Chairman - Would you agree that the rate of
growth might have to be reduced to take this
into consideration?

Mr Besley ~ I wouldisay it could, yes. For instance,
if one were to take the line that village life
needed to be revitalised ~ which is a term used
by some of our advisers on development strategy -
one would have to accept that this would be non-
revenue-producing, and since it is non-revenue-
producing then obviously growth would decline to
the extent that resources were put into that."9

3.1.6 This problem of the relationship between the growth of
G.N.P. and the distributive and control aspects of economic growth
is one common to most developing countries and the relationship
has, of course, important social and political implications. In °
the area of economic development, the level of technology which

can be sustained consistent with increasing indigenous participat-
ion is an important problem. 14 appears for P.N.G. as for other
developing countries; that an increase in indigenous participation
in the economy may be related in part to a level of technology
somewhat lower than that of developed counitries. As Ausiralia has
been in the mdin responsible for economic development in the
Territory, it is not surprising that an emphasis on modern
technology has beén as the most efficient method and this is likely
to continue to be impertant when Papua New Guinea itself assumes
this responsibility. Yet emphasis on this high level of technology,
apart from its other implications, would mean a continuing
dependence on Australian aid and foreign investment.

3.1.7 The choices involved here are in the long rum of course
those for Papua New Guinea and not Australia. The emphasis on
indigenous participation in the economy, and measures to achieve
this through purchase of equity for P.N.G. in the Bouganville
Copper and Commonwealth N.G. Timbers Enterprises (among others);
the finance of business through the P.N.G. Development Bank, and
business development activities, are important. As pressures for
more indigenous participation in and control of the economy appear
in Papua New Guinea, special measures may be needed to accelerate
this process.

9. Transcript, p. 918B. )
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3.1.8 It is clear that the present policies have produced
substantial benefits. The functional distribution of budget
expenditures in the Territory shows that in 1971-72, 33 per cent
was spent on social services including education, health and
housing, 27 per cent on infrasiructural works, 12 per cent on the
commodity producing sectors, and 20 per cent on administration
expenses.lo Difficulties have arisen not so much with the kind
of change but with its speed. The Office of Programming and
Co~ordination has said:
"These developments have been accompanied by a very

high and steeply rising level of activity, which

has given rise to certain strains in the economy.

These have taken the form principally of shortage

of skilled manpower in most categories. There have

also been influences on the wage level, and

increasing difficulties in the purchase of land for

development. Housing is becoming an increasing

problem in the rapidly expanding urban areas. There

have been large inflows of capital for mineral

exploration and manufacturing and commercial

development, but investment in the agricultural and

pastoral industries haes been lagging. There have

been shortfalls in the achievement of agricultural

and educational programmes. Administration budgets

have risen sharply, but there is increasing

competition for available funds between all areas of
expenditure, both economic and social."11

3.1.9 The Sub-Committee inquired into several other aspects

of Australian involvement in Papua New Guinea: +the future role

of expatriates; foreign investment in Papua New Guinea; Papua
New Guinea borrowings on the Australian market; and some aspects
of future aid to Papua New Guinea. In regard to the role of
expatriates, the Sub-Committee was told that permanent appointment
of expétriates to the P.N.G. Public Service ceased in 1963-64.

Of the 8,000 or so expatriates employed, about 3,000 were on
contract, over 3,000 were temporary appointments, and the
remainder were permanently appointed. It was envisaged that
following independeﬁce, the arrangement. for appointment of
expatriates would continue to be by contract. It was also expected

10. BbDepartment of External Territories.

11: The Development Prog:amme‘Reviewed, pP. 2.
12. Transcript, pp. 921-9228.
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that the differential cost of an agreed number of expatriate
salaries would continue to be met in a form similar to that
operating at present where it is part of Australian aid but
outside the P.N.G. budget. The increase in the amount budgetted
for these differential costs was expleained in terms of wage and
salary increases in Australia, and also because there had been a
slight increase in the numbers of expatriate public servanis
because of the rapid rate of development.13 It was expected that
there would be a progressive decrease in numbers in future as
indigenes took a larger role in administration. The Sub-Committee
was informed that, generally, uncertainty expressed by eipatriates
about the future was diminishing as the coalition demonstrated its
ability to govern.14

3.1.10 Foreign investment has played an important part in
development in Papua New Guinea. Special government incentives,
including low tax rates, tax holidays for pioneer industries, and
special tax deductions, are offered to attract investment. Private
overseas investment in Papua New Guinea has risen from $24 million
in 1965-~66 to $111 mitlion in 1969-70, an average annual increase
of 46 per cent. The major part of the increase has been in the
mineral and oil sector with the development of Bouganville Gopper.
If this investment is excluded, the rate of increase of investmeant
has been much lower, some 13 per cent per annum. Investment in
primary production (other than minerals) has fallen slightly and
only small rises have occurred in manufacturing and other industries
over the last five years. The share of Australian investment in
all foreign investment continues to increase being some 93 per cent
in 1969-70.

3.1.11 The Sub-Committee inquired into the proportion of local
equity in foreign investment in P.N.G. but no figure was available
on total equity holdings. The edministration and its agencies held
equity in 17 companies including 20 per cent in Bouganville Copper,
12.5 per cent in Burns Philp, 35 per cent in Commonwealth New
Guinea Timbers, and 45 per cent in Watkins Property and Investments.

13. ibid, p. 932B.
14, ibid, p. 923B.
‘ /5t eee
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3.1.12 The Sub-Committee also inquired into the use of loans
on the Australian market to acquire equity in investments in
Papua New Guinea and also for general borrowing purposes., The
Sub~Committee was told that P.N.G., since 1969-70, has borrowed
on the Australian market on more favourable terms than Australian
semi~-government bodies because of the Commonwealth Government's
guarantee of the loans and because of certain tax concessions.

In 1970-71, Papua New Guinea borrowed $15.6 million on the
Australian capital market for its equity in Bouganville Copper
while the Commonwealth made up a shortfall of $9.4 million, In
1971-72, Papua New Guinea raised $24.6 million on the Australian
murketw15 Rather than place loans to gein equity for a particular
project, Mr Besley of the Department of Territories said: "it
seems sensible perhaps to have this total borrowing package on a
slightly preferred basis end to let the P.N.G. Government then
moke its own decisions as to how it would allocate these moneys
through its budgetary process."16

3.1.13 In regard to future aid for Papua Newy Guinea, the Sub-
Commi. ttee was told that the practice had been to obtain access to
multilateral agencies for P.N.G. The Sub~Committee was informed
that Australia has replenished I1.D.A. funds, one of the reasons
being, apart from its international obligations, that this should
moke it easier for Papua New Guinea to draw money from that source;
and it‘has,1

3.1.14 The possibility of raising loans in Europe has also been
examined, and it is believed that Japan may be interested in some

18 Both Canada and Britain are

"kind of joint aid consortium.
involved in aid to Papua New Guinea in a limited way. As for
Austiralia, it is expected that the present level of aid will
continue into the foreseeable future, although it is assumed that

the P.N.G. Government itself will explore other sources of‘aid019

15. In addition, $10 million was raised from Australian sources
and $14.6 million from Papua New Guxnea sources.

16. 'Transeript, p. 941B.

47. ibid, p. 9358,

18, ibid, p. 936B. An announcement dealing with Japanese aid
to Papua New Guinea was made on 16 October 1972.

19. ibid, p. 952B.
) - /520 ...
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3.1.15. Given the limits on the time of the Sub~Committee, its
inquiry into aid to P.N.G. tended more to seek information rether
than to attempt an appraisal of the effectiveness of aid in the
Territory. It was felt that the scope of the Sub~Committee's terms
of referencé meant that its attention should be focussed on
bilateral aid to countries other than Papua New Guinea and on
multilateral aid.

2. Capita) Project Aid

3.2.1 Alﬁhdugh capital project aid expenditure takes up only
about one-third of all bilateral aid (excluding aid to Papua‘New
Guinea), it is perhaps the most important part of Australia's aid.
1t is important because it contributes directly to development,
because the transfer of skills associated with a project has a
wider and more lasting effect than the use of experts individually,
because it is the most "visible" type of aid and the type in which
the most personal contect between Australians and nationals of
other countries takes place.

3.2.2 The Sub~Committee inquired into the way project aid is
administered. When the initial request for a project is made,
further assessment is necessary in Australia as to its feasibility,
cost and contribution to economic development.ao On an initial
request for aid, liaison is generally carried out between recipient
officials and an equivalent ranking official in the Australian
diplomdtic post in that country. In countries that receive
substantial amounts of Australian aid, Australian diplomatic posts
have experienced officials fully'occupied with aid matters. i

lleads of missions are frequently involved, and the request reverts
to the Department of Foreign Affairs for decision. This is made

on the basis of expert advice, and where necessary, a feasibility
study made by Commonwealth or State officials or private firms.

1f a project is a large one, other departments, especially the
Treasury, are involved at this stage. On acceptance of a request
for a project, the Department of Foreign Affairs is responsible

20. ibid, pp. 66-67.
21, ibid, p. 316.
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for co-ordinating the procurement of equipment (generally through
the Department of Supply), the choice of experts and the planning
required in Australia. Agreement is reached with the recipient
country on the local responsibility for the project; ¥While the
project is being carried out, these officials at the diplomatic
post have oversight of its progress (often in conjunction with
specialists brought from Australia) and repdrt back to Canberra.

3.2.3 The Sub-Committee received evidence. on several aspects
of this process. First, several witnesses saw problems arising
from the emphasis placed on recipient request. Professor Wolfsohn
told the Sub-Committee that -
"We must avoid what has been one of the greatest
criticisms advanced against our aid - that it is
ad hoc, and that provided we feel that it is

within a certain financial allocation that is
available we should grant this demand."22

3.2.4 The acceptance of requests individually, or the choosing
of a project from a category of projects offered, can make it
extremély difficult for a recipient government to have its planning
priorities carried out in order, or to co~ordinate projects from a
multiplicity of donors. Members of the Sub-Committee inquired

into this aspect of co-ordination of aidzzand it appeared from the
evidence that this area needed to be made more effective. It was
also suggested to the Sub-Committqe that Australia should be more
selective in accepting zequests.24

3.2.5 The criteria used by the Department:of Foreign Affairs
in the selection of projects was also examined. These were set
out by Mr Parsons from the Department of Foreign Affairs in
evidence:25 request from the recipient country; the priority
accorded to the project by the recipient country; the extent to
which the recipient country is prepared to contribute to the
project; the project's contribution to economic development; the

22, Transeript, p., 686B, see also ibid, p. 321£f.
23, ibid, pp. 72-74, 326.
24, ibid, p. 690B.

25, Transcript, pp. 66-67.
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cost and feasibility of the project; Australia's capacity to
carry out the project; and the proportion of the country's aid
level takén up by the project.

3.2.6 It became clear during hearings that it was difficult
to evaluate a project's contribution to economic growth in the
recipient country, although the evaluation of its feasibility could
be done fairly readily. It appesred that the Department of Foreign
Affairs frequently relied on the evaluation contained in a country's
total economic plan or on World Bank Reports.26 Some types of aid,
particularly infrastructure aid, are not easily evaluated in terms
of contribution to economic. growth, The Sub-Committee examined
other criteria for project selection that could be used in addition
to those already in use. These were the degree to which a project
could generate employment and the use of opportunities deriving
from projects for redistribution of income. At present, the choice
of projects does take into some account employment opportunities
after project completion, but the capital intensive nature of
Australia's project aid precluded this being a major factor in
project selection, As regards income redistribution, this is not
a factor used in selecting projects by the Department of Poreign
Affairs.2® Mr Parsons told the Sub~Committee -
"There are probleh»areas, such as the social problems

of & country, in which there are limits to which we

as a foreign country can seem to make a judgement

or interfere."29
This view was generally accépted by the Committee. I+t was
submitted to the Sub-Committee that all aid, being directed towards
economic change, entails some degree of social change, and within
the limit of interference in the recipient countries" domestic
policies, donor countries could use as one criterion for selection
of projects a social welfare eoncept.30

26. ibid, p. 324.
27. ibid, pp. 302-303.

28. ibid, p. 332.

29. ibid

30. ibid, pp. 825B, 863-87T1.
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3.2,7 7 For an evaluation of the effectiveness of project aid,
the Sub-Committee needed to rely on departmental evaluation and
on reports of witnésses as it had no opportunity to examine
projects itself. As noted above, the Department of Foreign
Affairs had no systematic post hoc evaluation process for
particular projects until recently, and apart from one set of
witnesses who are actually involved in a project, little specific
evideénce was available on project evaluation. Most members had
had reports of both successful and unsuccessful projects, but there
vas insufficient evidence presented to the Sub-Committee for it to
make a judgement as to the effectiveness of project aid generally.

3.2.8 The Sub-Committee had before it evidence on one project,
the Laos Australian Reafforestation Project, which illustrated the
multiple effects of some types of project aid. Professor Ovington,
of the Department of Forestry of the Australian National University,
told the Sub-Committee that the expertise of Australian forestors
was particularly appropriate to the development of forestry in many
developing countries and thet a range of benefits accrue from such
projects. In the case of the Laos project, forestry operations

can supply a source of government revenue; forestry operations
can be associated with settlement of refugees on land where food
crops and tree seedlings can be planted together; and the training
and prévision of information for local forestors to continue the
work can be achieved. Such forestry operations, contributing both
to economic and social development, were seen as best carried out
bilaterally, as experience with multilateral agencies had proved
them to be somewhat inflexible., It also became clear in this case
that administrative procedures in Australia for urgent procurement
wvere cumbersome and could be made more efficient. Delays in
procurement could result in the difference between continuing
success or failure of part of the pro;ject.,}1

3.2.9 Australia's project aid is spread over a very large
number of fields. Projects range from the construction of dams
to the supply of water pumps, from the building of roads to the

31. Transcript, pp. 1191-1207.
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supply of vehiclesg from animal husbandry projects to bakeries,
from high level scientific researeh to the provision of technical
equipment. The emphasis appears to lie on supplying needs as they
arigse, although some trend towards concentration on infrastructure
and agricultural extension projects can be discerned. Professor
Wolfsohn submitted that there were benefits in a gneéter degree of
specialisation in projects, especially if Australia could provide
recipient countries with a kind of "shopping list" of the fields

in which Australia was particularly competent to carry out
projects.32 The advantages seen were first that the administration
of aid would be more manageable and benefit from the continuity
which would result‘frdm‘fewer types of projects and from longer
term employment of experts. 1t would also appear that this
experience would contribute to the effectiveness of projects.

From the point of view of recipient countries, they would know

more precisely in'which,fields to approach Australia, and this
would facilitate co~ordination in development plans. Mr Parsons
told the Sub-Committee that Australia has a reputation for expertise
in various fields and.that there was a natural tendency for
recipient governments to make requests in areas where they believed
Australia had relative advantages..

3.2.10 It is probable that some kind of flexible "shopping list"
of projects would facilitate the choice of projects both for
Australie and for recipient countries, and this should result in
project aid being made more effective., The Committee acknovledimed
that there was a need for such a list to be quite flexible so that
recipient government's priorities cbuld be met, so that innovative
projects would not be excluded and so that the benefits of aid
projects could be spread among the Australian business cpmmunity,

3. Balence of Yayments and Budgetary Support Aid

1. Devisg Kredit Aid to Indonesig

3.3.1 bevisa Kredit (D.K.) aid is an important component of
Australian aid to Indonesia taking up about one~third of the total
of $15.5 million im 1970-71. Australia began to provide D.K.

32. Transcript, pp. 653B, 671B, 694B.
33. Transcript, pp. 15-76§
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aid34 to Indonesia in 1967-68 und is one of eleven donors to the
schemég which includes the U.S., U.K., Japan and West Germany.
D.K. aid has two functions: to conserve Indonesia's foreign
exchange reserves, and to channel rupiah funds from the private
sector into Indonesia's development budget.35 The scheme is based
on commercial transactions between Indonesian importers who buy
goods from Australian exporters. The Indonesian importer pays for
the goods in rupiahs which are collected by the Bank Indonesia and
credited to the Indonesian development budget. The Australian
exporter presents his claim for payment for the goods (in the form
of a letter of credit from the Indonesian importer) to the Reserve
Bank of Australia, which then pays him. In this way, Indonesia
saves foreign exchange and diverts rupiah funds to its development
budget, a third of which in 1970-71 was financed from the proceeds
of all D.K, aid.

3.3.2 The Indonesian Government has prepéred a list of goods
that can be imported under the D.K., scheme. This list is divided
into four groups: A - very essential goods; B - essential goods;
C ~ less essential goods; and U - luxury goods. The donor
countries to the scheme have until recently restricted exports to
the A and B lists, and within these lists donors are able to remove
items which, for various reasons, they consider unsuitable for
export under D.K. aid. Austrelian exporters must also satisfy the
66% per cent Australian content rule. )

3.3.3 The D.K. programme is administered in terms of an annual
exchange of letters between the Indonesian and Australian
Governments. All transactions under the scheme are notified to
the Departments of Foreign Affairs and Trade and Industry and the
Sub-Committee was told that there was a continuous process of
review of the scheme.36 There is also provision under the scheme,
where the Indonesian authorities want to use D.K. funds to buy
Australian goods, for Australian Government tendering procedures
to be followed.

34. PFormerly known as B.E. (Bonus Export) aid.
35. Transcript, p. 212.
36, ibid, p, 213,
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3.3.4 Australian D.K. aid is released in four or five
allotments each year to Indonesian importers. After some initial
slownéss in selling D.K. aid, demand for Australian D.K. has
picked up and it now sells very quickly. Other coﬁntries, such
as the U.S. and U.K, have found some difficuity in selling their
D.K. aid, and the lndonesian authorities have recently allowed
D.K. aid transactions on the C and D lists of less essential and
luxury goods, leaving it to each donor country to decide whether
to retain restrictions by extending its own "prohibited" listo37
Australia restricts D.K. aid transactions to the A and B lists.
The Sub-Committee was told that "Australia has endeavoured to
ensure with a minimum of control that only essential goods have
been supplied through the progz"amme".38 The A and B lists are
very wide ranging and the Australian Government has made some
deletions from the list. The present exceptions are

cars which are completely~knocked-down (C.K.D.) and fertilisers.
C.K.D, cars were imported under D.K, aid to Indonesia for some
years, where they were assembled,. notably at the G.M.H. Surabaya
plant. It was felt that C.K.D. cars vere taking up too great a
proportion of D.K. aid39 and also that since the assembly plant
had now become viable the initial stimulus of being part of the
aid programme was no longer needed.40

3.3.5 The Sub-Committee questioned the export of C.K.D. cars
under D.K. aid in the past on the grounds that their contribution
to economic development was not obvious. The Sub-Committee was
also concerned that some other countries continued to supply C.K.D.

41 Fertiliser was removed from Australia's

cars under D.k. aid.
list oﬂ slightly different grounds: As fertilisers were already

being supplied under commodity aid through government procurement,
it was believed that imports on fertiliser under D.K. aid was not

serving the purposes of the scheme’.4

37. Bulletin of Indonegign Ecqnomia S&gdigg, A.N.U., July 1972,
38. Transcript, p. 213.
39. ibid, p. 531.
40. ibid ' o . ,
41, ibid, p. 551. Japan has also removed C.K.D. cars
from its list.
42. -ibid, p. 552,
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3.3.6 The main. commodities exported under D.XK. gid im 1970~71
were &S follows:43
, $A'000
Truck chassis. 769
Tinplate 673
Zinc and zine products 584
Cupro-nickel coin blanks 491
Aluminium products 416
‘Steel and steel products 384
Chemicals 380
Machinery and equipment 369
Motor vehicles 247
Copper products 227
Milk powder 129
3.3.7 The fact that the D.K. list is so broad produces some

anomalies: +the problem here is to make a division between those
goods which ought to be exported commercially and those which,
being directed towards development, should be exported under D.K.
aid. Generally, as can be seen from the list above, most goods
exported under D.K. aid do fall into the latter category.

3.3.8 The Sub-Committee also irnquired into the pricing of
exports under D.K. aid., The point at issue was whether the prices
of pdrticular goods under the D.K. gcheme vere the same as the
prices charged in commercial transactions., Mr Duthie, from the
Department of Trade and Industry, told the Sub~Committee that
automatic checks on pricing are carried out by his Department on
all invoices received on D.K. aid transacticns. In addition, the
Department of Customs and Excise carries out random checks, If
the Department of Trade and Industry has a query on pricing, this
is referred back to the Department of Customs and Excise for
further examination. The price for a particular item is then
checked against the export returns for the same item to compare
the price. The Department of Trade and Industry has done this
check for items which vere queried but no: disparities were found

43. Department of Foreign Affairs.
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in such checks. The Sub-Committee pursued the point further in
attempting to compare the prices charged under D.K. aid and in
commercial transactions made by subsidiaries of international
companies where goods were exported from the subsidiery in
Australia to the subsidiary in Indonesia. The Depariment of
Trade and Industry carried out these comparisons and informed
the Sub~Committee that in D.K. transactions, including those
between subsidiaries of international companies, prices charged
were comparable to commercial sales of the same goods.

3.3.9 It became clear from the Sub-Committee's examination of
D.K. aid that the primaery objectives of the scheme, the saving of
Indonesian foreign exchange, and the channelling of rupiah funds
into the Indonesian development budget, were being achieved. At
the same time, it appeared that there was need to maintain continu-
ing control of the scheme as a whole. It was difficult to ensure
that all goods exported were directed towards development.
Indonesia's recent widening of the lists to less essential and
luxury goods would make this more difficult.

3.3.10 One subsidiary aim of the D,K. scheme, the improvement
of Indonesia's commercial imports, appears to have been partly
achieved. As Mr Duthie explained:
"The Indonesian import pattern as you know literally

struck a rock bottom plateau a few years ago and

the jdea is to get trade moving again. The concept

the Indonesians had with D.K. was, apart from

project aid which came in separate directions, in

terms of commercial trade was to keep it right

across the board, to build up an enterpreneurial

class of importers and merchants and what have you

which it seems to be doing."44
The opportunity under D.K. aid to save Indonesia's foreign exchange
has certainly been instrumental in facilitating Indonesia's
importing. For Australia's part, the scheme has also been of
great importance in increasing Australian exports to Indonesia.
Australian exports to Indonesia have increased some fivefold from

$6.9 million in 1966-67 to $39.1 million in 1970-71. In earlier

44, Transcript, p. 547.
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years, D.K, aid represented some 25 per cent of Australian exports
to Indonesia but now is only some 10 per cent of all exports.

‘The major incréase in exports has been in thosé items which figure
prominently in D.K., aid - food, chemicals, manufactured goods,
machinery and transport equipment. Mr Duthie told the Sub-Committee
that, while it was difficult to quantify the amount of growth of
exports directly attributable to aid, that there was a definite
link between aid and export growth brought about by liaison between .
exporters and importers under the D.K. system, by Australian goods
sent under aid becoming better known in Indonesia, and through the
increasing frequency of shipping services which carried aid goods
as base cargoes and filled up with commercial gobds.45 Carbon
black, motor vehicle parts, hassenger vehicles and manufaétured
items, were mentioned as a' few of the many aid items which had

been followed by commercial orders.

2. Foreign Exchange’OEergtions Fund, Laos
3.3.11 ©  The Laos Foreign Exchange Operations Fund (F.E.0.F.) is
‘essentially a Sudgetary support programme. Five dohors, Australia,
U.K., France, Japan and the U.S.A, contribute to the fund which
sells the foreign exchange from contributions to Laotian commercial
banks, for the locel currency, kip. The foreign exchange is used
by Lao importers to buy goods, while the major part (some 72 per
cent so far) of the c¢ounterpart kip thus realised is used to retire
the Lao Government's national debt.

3.3.12  From 1964 to 1972, $US172.2 million has been contributed
to F.E.0.F. The U.S. has contributed the major part, with
Australia's contribution running at aBout $US720,000 per ennum.
The Lao budget has had a continuing large deficit for some years
due to military expenditure in connection‘with war conditions in
the country. In 1970-71, the deficit was 12 billion kip and it

is expected that this yearis deficit will exceed 14 billion kip.
Estimated local budget receipts of 9.7 billion kip in 197172 are
derived meinly from indirect taxes and customs duties, while civil

46

45, Transcript, p. 526.
46. Department of Foreign Affeirs.
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expenditure is expected to be some 10 billion kip and military
expenditure some 8 billion kip.47 Contributions under F.E.0.F.
then subsidise the annual budget deficit which is largely a result
of military expenditure.

3.3.13 In terms of the functioning of the economy, the F.E.0.F.
contributions help to sustain a stable and free foreign exchange
market in Laos and to counter the inflationary effects of the

budget deficits.48 The withdrawal of funds from the Laotian economy

has modified inflation49

and some 23 per cent of the counterpart
funds thus withdrawn have been used to finance the local costs of
donors' projects. The Lao Government maintains a smail development
budget. The stabilising effect of F.E.O.F. operations was emphasised
by Mr Parsons from the Department of Foreign Affairs:
"In effect, if there were no F.E.O0.F., the war would

still go on with cost to the local people and

probably a renk inflationary situation, and what

F.E.0.F. allows to happen is some sort of control."50
3.3.14 The Sub=-Committee also in@uired into the administration
of the.fund. The basis for administration is an annual exchange
of letters between the Lao Government and contributing governments.
The Lao Government undertakes to limit its budget'deficit, to
collect taxes effectively and to control the sale of foreigm
exchange. F.E.0.F. itself is administered by a manager appointed
by the Lao Government on the advice of donor countries whose
representatives form an Advisory Board to F.E.0.F. The I.M.F. also
has .an, advisor to the Lao Government, who co-operates with the
F.E.0.F, administration. The Lao Government itself has become &
donor to F.BE.O0.F. this year, and is also a member of the newly
formed Stabilization Consultative Committee (consisting of donor
government representatives, the manager of F.E.0.F. and the I.M.F.
representative) which is to examine the running of the programme.

47. Department of Foreign Affairs.,
48, Transcript, p. 80,

49. ibid, p. 88,

50. - Transcript, p. 399.
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Australian evaluations of the running of the F.E.0.F, scheme are
undertaken by the Department of Foreign Affairs and the Treasuryo51
leports are received from diplomatic posts, from the I.M.F. and
from the other countries involved in the scheme and Australia's
contribution'is under annual review.

3.3.15 Apart from examining the administration of F.E.0.F., on
which there was insufficient evidence before the Sub-Committee to
come to a judgement, one of the points at issue with this kind of
operatioh vas whether a programme whose main function is to
stabilise the economy of a country through subsidy of its military
expenditure can be classified as civil ‘aid.

4., Food Aid

3.4.1 Food aid has always been a major component of Australian
aid since the first contributions to economic development under
the Colombo Plan were made 'in the form of gifts of flour and wheat
to India, Pakistan and Sri Lanka. Later gifts of food aid on an
ad hoec basis were in response to demand and in 1965 Australia
joined with other countries in supplying large amounts of wheat

to India which was threatened by a famine. In an aftermath of
this major grain shortage and as part of the "Kennedy Round" of
trade hegbtiations, attempts were made to rationalise the giving
of food aid. This was prompted by a combination of factors, one
of which was that the ad hoc basis of food aid meant that grain
exporting countries were carrying the main burden of food aid and
it was believed that other developed countries shoulﬁ participate
by providing cash in lieu for the purchase of grains.52 This wes
given point as previous grain surpluses in grain exporting.
countries were running down and food aid was beginning to involve
a significant degree of saci‘ifice.53 In 1967, the major developed
vheat exporters and importers agreed to provide 4.5 million metric
tons of wheat to developing countries on a grant or grant-like
basis. 'This agreenent is known as the Food Aid Convention (F.A.C.}
and is the non-commercial part of the International Grains

5t. ibid, p. 803ff.
52. ibid, pp. 9728, 990B.
53. ibid, p. 991B.
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Agreement. The F.A.C. was renegotiated in 1971 although three
countries, including the U.K,, withdrew from the agrement.
Australia's contribution under F.A.C. has remained at 225,000
metric tons worth approximately $A13 million per annum.

3.4.2 The food aid transaction remains essentially bilateral.
Australia allocates food aid between countries on a basis of need
and the level of all Australian aid going to each country. Food
aid is provided f.o.b. and recipient governments generally pay the
freight costs although special arrangements are made for Indonesia
and Bangladesh.54 Australia consults internationally with other
exporters and is consulted in turn by them as to food aid shipments
with a view to avoiding disruptions to their normal commercial
trade. The recipient government is usually required to buy on
commercial terms a minimum ennual quantity of the commodity on a
global basis. This level, the "usual marketing requirement", is
negotiated between the recipient countries and the major aid donor
of the commodity.

3.4,3 = Gifts of Australian food aid are usually added to
recipient government stocks and eventually sold to the private
sector. The funds thus derived are credited to development
programmes. In this way food aid, besides meeting food needs,
conserves foreign exchange and directs local currency funds into
development. '

3.4.4 The Sub-Committee was told that food aid has a number of
limitations both on the side of the donor and of the recipient.
These can be briefly listed: from Australia's point of view, food
aid is indispensable but other forms of aid, such as project aid,
may confer greater benefits, dollar for dollar, on recipient
countries. Supplies of commodities are also limited in that some
commodities are not available for aid (such as vegetable oils),
production is occasionally too low or.supplies‘are fully committed
domestically or to export (for example, rice), and usually
surpluses are not of great magnitude. The perishability of certain
foods is also important. The critical factor in food aid is

54. Transcript, p. 216.
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however the requirements of the recipient country. As the
Department of Primary Industry pointed out:

"To ignore such requirements could mean fesistance
and reseéntment in the recipiént country, perhaps
wvastage of unfamiliar foods, and disturbance of
the plans and programmes of recipients. The
provision of foodstuffs simply because they are
‘in surplus supply in Australis runs the risk of
ignoring the most urgent needs of the recipients.
If food aid is to be effective Australia must
concentrate on the priorities established by the
recipients. This is largely why we have not
disposed of large quantities of surplus items
such as canned fruits and processed eggs in our
aid programmes."55 . .

3.4.5 From'the point of view of the recipient countries, food
aid, if not carefully controlled, can have several disadvantages.
1t can sometimes act as a disincentive to local food production in
that agricultural production may receive a lower priority in
governmental objectives. Food aid msy also affect local market
prices so that local production is disadvantaged. Developing
countries are also becoming increasingly concerned about the
effects of food aid transactigns; especially in rice which is
about a third of all food aid, on their exports. The F.A.O.
check that aid traensactions should not disrupt normal trade
operates also in the case of rice, But‘with trading patterns
changing it is difficult to ensure that commercial sales are not
affected,

3.4.6 The' Sub-Committee was informed that it was expected that
the demdand for food aid would continue at a high level for the
foreseeable future, although a decline in the Iong term could be
expected if agricultural progress in developing countries was
mui”ntainedu.s7

3.4.7 The Sub-Committée inguired into the purchase of wheat
aid by the Australian Government. It examined the possibility of
purchasing the 225,000 tons on an annual bulk basis rather than

55. ibid, p. 967B.
56. Transcript, pp. 975B, 10038,
57. ibid, pp. 973-9T74B.
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in lots as requests were received. It appeared that due to price
fluctuations in wheat export prices, bulk purchase on conmercial
terms would have cost more in the past than individual purchases
-spaced‘more or less evenly throughout the year.58 It appeared
also that a bulk purchase of wheat aid by the Government from the
Wheat Board at a negotiated price would not gair advantage, as.
aid wheat comes under the provisions of the Wheat Stabilisation
Scheme, so that any difference in price, assuming that éxport
prices remain lower than the guaranteed price, would be made

up by the Commonwealth. ’

3.4.8 Apart from its contribution to F.A.C., Australig also
takes part in the World Food Programme (W.F.P.)., The W.F.P, began
in 1963 under the aegis of the U.N. General Assembly and the Food
and Agricultural Organisation, The W.F.P. seeks to meet both
normal and emergency food needs and to implement projects using
food for payment. The W.F.P. is administered by a Secretariat in
Rome responsible to a committee comprising the representatives of
the 24 participating governments. The W.F.P. has a biennial
target -~ $U5340 million in 1973-74 - and Australia has pledged
$US1.75 million to the regular ¥W.F.P. programme, $US1.1 million

of F.A.C. wheat to be directed through W.F.P., together with a
cash amount for freight on the wheat. The W.F.P. has a list of
foodstuffs, including egg products, deiry products, sugar, grains,
fruits, etc., which are readily available in Australia, and it
calls on Australia to providé the commodities when they are needed.

3.4.9 The use of food aid as a channel. for disposal of surplus
products is clearly disadvantageous to both recipient and donor in
the long tern. Food aid, when used to supply needs in recipient
countries, can have beneficial effects, although its effects on
commercial markets of both developed and developing countries have
to be carefully controlled.

5. Emergency Aid
3.5.1 Emergency aid is provided by Australia to countries which
have suffered natural disasters or man-made emergencies, Such aid

58. ibid, p. 9563,
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is governed by three considerations: it must be prompt, it must
be appropriate and it must be seen to reach those for whom it is
intended.59 The Ievel of emergency relief to be provided in any
case is decided by the Department of Foreign Affairs in consult-
ation with other departments on the basis of the scale of the
emergency needs, the capacity of the country itself to handle

the situation, the assistance being provided by other donors, and
the nature of Australia's relations with the country concernedo60
Internationally, Australia supported the appointment in 1972 of

a2 U.N. Co-ordinator for relief for natural disasters, but most
Australian emergency aid continues to be given on a bilateral
basis principally because it is the quicker method.

3.5.2 Australia provides cash, food, goods, and occasionally
volunteers where necessary, from the appropriation for disaster
relief, or special appropriations in the Budget or from the F.A.C.
Within Australia, the Government, since 1967, has not provided
financial assistance to private organisations engaged in relief
aid and only in exceptional cases (such as the Bangladesh crisis)
where other transport has not been available, has it carried
unofficial relief goods. The problem of freight of emergency aid,
both official and unofficial, has received a good deal of public
attention recently especially in relation to the Bangladesh crisis.
Voluntary organisations have made calls on the Government to carry
voluntary aid goods in such circumstances, and there has been some
controversy over the fact that freight for official aid goods has
been included in the amount of aid that was given.61 In the case
of emergency aid given to India to care for the refugees, $3.4
million was spent in 1971 and 1972 of which $1 million was for
rice, ¥0.5 million cash to the U.N.H.C.R. (including freight on
rice channelled through U.N.H.C.R.), with the remainder in medical
supplies and food. Of the total of %3.4 million, $550,000 was paid
in sea and air charters. In the case of emergency aid to Bangladesh,
a total of some $3.7 million has been given, again cash, food and
medical supplies, and here freight costs were some $590,000, which
does not include the charter of two Fokker Friendships for
Bangladesh Airlines.

59. The Hon. N.H, Bowen, Statement on Ausiralian Foreign Aid,
. of R. Lansard, 21 September 1972, page 1749f£f,

60. Transcript, p. 220. 61. ibid, p. 413.
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3.5.3 Prom June 1971 to. February 1972, Australia pledged a
total of some $9.5 million for the Bangladesh crisis of which
$3.5 million has been spent in India on refugees, with the
remainder being spent in Bangladesh. Of the $7.1 million spent
already, approximately $1.14 million has been spent on freight.

3.5.4 On the question of the transport of voluntary aid goods,
there would appear to be merit in devising an arrangement whereby
the Government would allow such goods to make up cargo in its
chartered ships, particularly at times when emergency aid is
urgently required. While Australia does provide cash for recipient
governments and international agencies to purchase goods (a total
of some $750,000 in the case of the Bangladesh crisis), it may be
that foodstuffs (such as rice) and medical goods supplied from
countries closer 4o the emergency area and paid for by Australia,
would overcome some of the inevitable delays in goods reaching the
area from Australia. This has been done already in one case where
recombined milk was purchased from & Manila plent (in which the
Australian Dairy Board has an interest) for flood relief in the
Philippines.

3.5.5 Mr Percival from the Department of Primary Industry
outlined the limitations of using large amounts of food as
emergency aid:

"There is frequently a great outery that we should do
more in disaster relief. The difficulties here are
obvious ~ those of communication, transport, time
and distance. -In many cases we are a long way away
from the disaster area, and when you get the aid
there, it must be got out, it must be transported
and distributed. This is obvious in what happened
with Bangladesh; one of the big problems was
transportation. But frequently we have offered food
and we have been told that they would prefer other
things, such as medical supplies, blankets, temporary
shelter and this sort of thing which can be got
there."62

3.5.6 The provision of emergency aid is one ares in the aid
field where public sympathies and emotions run high. As emergency
aid involves a rapid appraisal of the complex problems of how much

62. ‘Transcript, p. 10088,
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aid a recipient country receives from other sources and its

ability to distribute and absorb such ﬁid, the Committee believed
it was difficult to come to a Judgement on thls type of aid without
a deeper examination.

6. Technical Assistgnce
~

3.6.1 The Sub-Committee examined most aspects of technical
assistance including experts, students (both sponsored and private),
trainees and research. programmes. Here, attention will be
concentrated on two aspects only: experts and students (both
sponsored and private).

1. Experts
3.6.2 In 1971, Australia sent 297 experts to developing countries.

0f these, 51 were educational experts including teachers and
advisers, 39 advisers in other fields and 207 were operational
personnel who worked in connection with Australian projects and
whose costs were subsumed under total project costs. The cost of
these experts (including those on operations) was $2.1 million,

In 1970, vhen there was a total of 318 experts, two-thirds of these
vent to South East Asia, in particular to Thailand, Vietnam and
Malaysia. In Theiland and Malaysia, the majority of experts were
involved in transport and communications works such as road building,
and in Vietnam, in health services. The total of man months worked
by all experts in 1970 was nearly 2,000 or an average of some six
to seven month§‘per man,

3.6.3 The Sub-Committee inquired into several aspects of the
use of experts, It was informed that experts were selected by the
Department of Foreign Affairs in consultation with other depart-
ments, both Commonwealth and State, from which the majority of
experts were recruited. Experts were briefed by the Department of
Poreign Affairs, and if their stay was to be a lengthy one, they
undertook language coﬁrses as part of their preparation. The Sub-
Committee inquired into why most Australian experts went to
countries already relatively well provided for in terms of their

63. Transcript, p. 222.
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own. experts or those from other countries and was informed that
‘requests from recipients and the useé of experts on Australian
projects were the two factors which determined the country
distribution of experts.

3.6.4 Some witnesses before the Sub-Committee were critical of
the present use of experés: they'argued that the length of stay
of experts was too short in meny cases, so that the object of the
stay, to transfer skills to the local people, was not achieved
effectivelymG4 It was claimed that the emphasis on recipient
reques8t for experts increased the range of skills required so that
there was less Eontinuity in the use of experts and some difficulty
arose in acquiring experts in Australia. It was suggested that,
should Australia specialise in certein areas of aid, this would
reduce this problem.65 14 was argued that‘piofessional and
physical support of experts could be improved and that really
effective liaison with local officials could make the difference
between the experts visit being a failure or a success.

3.6.5 ‘Finally, some witnesses told the Sub-Committee that there
was insufficient evaluation of the vork. of expértsm67 Mr Parsons
from the Department of Foreign Affairs told the Sub-Committee that
Australia's overseas diplomatic posts assessed experts" work and
reported to Canberra, but that no formal assessment was received
from recipient governments.68 Evaluation of experts' work is a
difficult problem since, in a technical sense, it takes an expert
to judge an expert, yet it does appear that' some professional
periodical review in depth of the use of éxperts mey be required.

2, Students

3.6.60 ° The Sub~Committee inquired at some length into the
training of students in Australia. It concentrated on two aspects,
sponsored students and private students. While the la tter are not

64. Transcript, pp. 656B, 838B, 8838,

65. ibid, p. 657B.

66. Submission by Professor Wolfsohn.

67. Transcript, p. 883, and Professor Wolfsohn's submission.

68. The Commonwealth helps finance the A.S.P.A.C. Registry of
Scientific and Technical Services located in Canberra.

ITle wus’
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officially regerded as part of the official aid programme, the
Committee believed that, because the indirect costs of their
training were met by the Commonwealth end State Governments, this
constituted a form of indirect aid to the homé countries of private
students.

A. Sponsored Students

3.6.7 Since ¥orld War IX, more than 12,000 students have been
sponsored for training in Australia. The aims of the programme
have remained unchanged over the period, being to assist the
development of skills of developing countries and to promote good-
will between Australia and these countries.69 In 1971, there were
3,020 Australian sponsored students in Australia, 24 students for
whom Australia paid to study in third countries, and 272 students
in Australia sponsored by their home governments. The cost of
these students in Australia ves $6.65 million, together with an
indirect cost of maintaining them at Australian institutions of
$3.8 million.

3.6.8 ° 0f the total of 3,000 Australian sponsored students and
trainees here, 2,065 were at universities, and of these, 748 were
pursuing higher degrees., In the last few years, there has been a
trend away from undergraduate studies to practical training in
other fields, and slightly more emphasis on post-graduate
education.’® The majority of sponsored students come from South
Bast Asia, particularly from Malaysia, Thailand, lndonesia and
Vietnama71 The majority of students take courses in engineering,
agriculture and education.

3.6.9 In the case of sponsored students, courses are chosen
by their home government, and students are nominated for courses
designed to f£ill particular needs. The Department of Education
and Science has the responsibility for placement of students (as

69. Transcript, p. 224,
70. ibid, p. 226.

71. ibid, 'p. 258.

72. ibid

ST20 o
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distinet from treinees) at Australian institutions although the
universities themselves undertake admissions in accordance with
general quotas, or special quotas for overseas students, Officials
at overseas diplomatic posts administer English tests to students
and make sure that their qualifications for entry to Australian
educational institutions are sufficient., All sponsored students
undertake to return home at the end of their ¢ourses and only about
one per cent73 of sponsored students do not, generally because of
marriage in Australia. Students are only pe:mitfed to change
courses with the agreement of their home governments.

3.6.10 With sponsored students, there is generally little problem
with recognition of qualification, nor is there generally any undue
delay before they can be employed in their own country, as their
government has the responsibility for this. Until recently,
evaluation of the sponsored students scheme has been made on the
basis of reports from overseas posts and on replies to questionn-
aires. Such evaluation has not proved particularly detailed
although the scheme appears to be justified.74 This year the
Department of Foreign Affairs has undertaken a detailed survey of
the scheme together with an evaluation being made by the A.N.U. as
part of an international survey.75

3.6.11 In general, witnesses before the Sub-Committee believed
that the sponsored student scheme had been reasonably successful,
perticularly because government selection in the home éountry and
government supervision in Australia had been effective in maintain-
ing good academic standards.76 The Committee itself was of the
opinion that the trend towards more practical training vas a good
development, and that more emphasis should be placed on. post-
graduate training and specialised experience, though not necessar-
ily the kind that led to a degree.

3.6.12 Some witnesses felt that the "one way" process of
training could now be developed into. a system of interchange.
Professor Wang Gung Wu from the Australian National Unlvers1ty
mede two points on. this aspect:

73. Transcript, p. 444, “75. ibid
74. Transcript, p. 228. 76. ibid, p. 1063.
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"Chairman -~ Are you suggesting that Australiasn
undergraduate students rather than post-graudate
students should go to Asian countrigs.

Dr Wang Gung Wu - In fact I suggest both but there
is no agreement at a higher level at which this is
done systematically. It should be agreed to on
both sides and not simply left too much to chance
and, importantly, with the clear emphasis on the
fact that these countries in Asia - particularly
Malaysia and Singapore - are helping Australia
give training and facilities for research or even
undergraduate training to some of the Australian
students. This should be not simply a curiosity
and interest for Australian students to do research.
Rather it should be a place where they will spend
time learning........ The circumstances in South
East Asia have been changing - some rapidly - over
‘the last 20 years. I am convinced that there are
many Australians who have been engaged in training
Asian students who have not kept up with those
changes. In fact, the longer they have been
associated with Asian students they have kept their
previous attitude towards the training of Asian
students which are no longer justified. I feel
that to enable the Asian students as well as the
Australian trainers of Asian students to benefit
there should be a systematic programme to keep them
in touch both ways."77

B. Private Students

3.6.13 The Australian Government has allowed the entrance of
private students for two reasons: it was believed that training
in Australia would add to the skills needed in less developed
countries, and that it would promote goodwill between Australians
and. the peoples of the region. The conditions fiow laid down for
entry are that students should, in general, come only for courses
not available in their own.countries;78 that there should be a
demand for their qualifications in their own country, that they
should have the requisite qualifications for entry to recognized
courses in Australia, that they can pass an English test, and that
they ‘undertake to return home on completion of their studies.
There are, at any one time, about 10,000 private students in
Australia, of whom some 4,000 are at university with the majority

77. Transcript, pp. 966~967. Some Australian students alréady
attend institutions in developing countries under the
Commonweal th Co-operation in Education Scheme.

78. Transcript, p. 229.
: R /T4 ...
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pursuing undergraduate courses. Together with sponsored students,

these make up about 5 per cent of the Australian undergraduate
population.so The Sub-Committee concentrated its attention on
undergraduate private students because most evidence was forth-
coming on this aspect; but believes that private students pursuing
other non-university courses ought also to be examined thoroughly.

3.6.14 The Sub-Committee was informed that a major review of
policy had been initiated in 1963 and brought into effect in 1967.
Mr McGinness from the Department of Immigration, which is
responsible for the entrance of private students, explained the
reasons for the review:

"There were several considerations which had been
causing concern for some time. An increasing number
of students had been coming under our adverse notice
for unsatisfactory academic progress. In many cases
it was quite clear that these were not bona fide
students but were, for example, young people whose
fathers had come here under a temporary entry permit
in various capacities and who were really bringing
their sons here as part of a system of famiiy reunion
with a view to a permanent stay if possible. We vere
finding that students admitted for primary studies
were staying on for secondary and tertiary studies
and spending all their formative yeéars in Australia
and naturally at the end of these studies being very
reluctant to réturn to their home country. There was
also the point that qualifications obtained in
Australia were not recognised in the home country.
There had not been an evaluation of that aspect under
previous policy and students, further to a remark I
just made, were enrolling in lower standard courses
‘merely to prolong their stay in Australia with a view
to eventual residence. . What was aimed at at the time
in formulating the proposals was a more satisfactory
balance." 81

'

3.6.15 As a result of this review, several changes were made:
provision for admission to primary schooling was eliminated;
admission to secondary courses was restricted to the final two
years of a pre-matriculation course; tertiary admission was made
dependent on qualifications and academic standards; no student

79. ibid, p. 225.
80, ibid
81. Transcript, p. T26B.
[T5¢ «ue
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wis Lo be admitied whose proposed .course was not of value to his
own country, and greater atiention was to be paid to students’
progress while in Australia.

3.6.16 In terms of numbers, the review has meant that private
student numbers have remained stable at some 10,000, whereas

numbers had incréased rapidly until 1966, bf the 1971 total of

some 10,000 private students, 2,400 (or more than one-fifth) were

in secondary schools; 2,900 were university undergraduateé, 400
post-graduates with the majority of the remainder in certificate

or diploma.coursesmaz‘ The majority of those undergraduate students
were doing courses in economics, medicine, science and engineering.83
0f the total of 10,000 private students, some 6,000 came from
Maleysia, 1,350 from Hong Kong and nearly 900 from Singapore.

3.6.17 The Sub-Committee heard evidence from a number of witnesses
on private students and a consensus of opinion amohg witnesses
emerged on a number of issues. First, it was agreed that due to
long stays in Australia, extending in many cases from adolescence,
students became alienated from their own societies. The Department
of Immigration allowed some such students to remain in Australia,

but this remuziped a significant problem 4 as indicated by the fact
that oné-tnird‘of students presently in Australia had arrived in
1966 or bef‘ore.85 Tliis was partly because of the pre-1966 policy,.
but the present emphasis on students having acceptable matriculat~
ion qualifications means that many students now spend the latter
years of secondary schooling in Australian schools so that the
situation, with regard to length of stay and alienation, is unlikely
to improve in future under the present system.

3.6.18 Secondly, while it was broadly shown that the academic
performance of private students had improved since‘t966,86 the
Committee felt when consideration of other factors such as length
of time taken to complete courses, and results in pérticular courses

82. Transcript, p. 723B.

83. ibid, p. 1079.

84. ibid, pp. 961.

85. ibid, pp. 7138, 7488,

86. ibid, p. 7148, ‘ /76‘.
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were taken into account, the situation may be more equivocal.
Evidence on particular university courses quoted to the Sub-
Committeo,87 and from published accounts, supported this

conclusion.

3.6.19 The Sub-Committee was informed of the steps taken by
overseas diplomatic posts to assess the demand for the qualifica-
tions proposed by particular students. DUemand is assessed by
collecting information from government and private sources, the
medie and professional institutions.89 It appeared that demand

was particularly difficult to assess accurately, especially as
there vas a time lag between the beginning of a course and the
return home. Some witnesses gave evidence of "gluts" of particular
types of qualifications in the past,9o and other evidence was
presented that showed that many private students suffered undue
delays in obtaining employment. One witness suggested that due

to the difficulty of Australian overseas posts assessing demand,
that this should become the responsibility of the home government. 1

3.6,20 The examination of demand for qualifications led the Sub-
Committee to inquire into the relevance of Australian training for
Asian conditions, a subject which has provoked some debate in the
Australion media. The Sub-Committee was informed that in some
cases courses were pursued by students that were seen as fashion-
able or considered profitable and that often these had little
relevance to what was needed in the home country.gz‘ It was also
pointed out that some Australian university courses were not
particularly relevant to needs in Australia. It was also claimed
that many Australian courses, particularly in medicine, were
irrelevant to the needs of developing countries especially in their
rural areas where a high degree of sophistication was unnecessary.
Against this, it was argued that many countries had diverse needs,
both for specialist trained people and for people to work at the

94

grass roots level. The Committee was of the opinion that, while

87. ibid, p. 1020. - 91. ibid,. p. 973.

88. see for example Vestes XI 3, 92, ibid, p. 962.
1968, XIV 2, 1971. 93. ibid, p. 994.

S?u Transeript, p. 718B. 94. ibid, pp. 988-989,

90. ibid, pp. 961, 972, 980, pum
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it was the responsibility of the home government to direct the
nvuilablg trained people to the areas of need, more th?ught
should be taken in Australia as to the relevance of Australian
courses gencrally to. Asian conditions, and as to the relevance of
.mrticular types of training to rural and urban needs.

3.6.27 The problem of the return home provision'which applied

to private students was examined by the Sub-Committee. Since 1966,
just over 3,000 students have been granted resident status: about
one-third of these have been married in Australia; there was no
demand in the home countries for the qualifications of 374 students;
and the remainder were allowed resident status because of family
reunion or the length of their stay inxkustrulia.gs‘ The Sub-
Committee was also informed that in 1970-71, 83 per cent of those
students who left Australia returned to their home countries, 2 per
cent went to Burope, 3 per cént to America, and 12 per cent to
other countries, including 2 per cent to Canada, although the
majority of these went to developing countrie§?6 There was no way
of ascertaining what proportion of private students subsequently
left the developing countries to go to developed countries. One
vitness told the Sub-Committee that, although there was a formal
requirement that students trained in Canada return home, provided
the student had a job, he could remain. This witness was also
doubtful whether the Singapore and Malaysian governments, for
example, uouldnobject‘éirenuously‘to.some‘students‘remaining‘in
Australia. 97

3.6.22 Members of the Committee approached the problem of

return liéme of private students.from,ﬂhree differing though related
aspects. Some members stiressed the cultural viewpoint: +that the
free flow of students between countriés was a good thing in itself
and, as this might be expected to contribute to inter-cultural
avareness and understanding between Australians and people from
Asia, this was a beneficial process. Other members stressed the

aid aspect of bringing private students to Australia: as the cost

95. Transeript, p. 724.
96. .ibid, pp. Tt4, 758.

97. ibid, pp. 976-977. '
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of their education was heavily subsidised by fhe Commonwealth and
the aim of the scheme was to add to the skills in developing
countries, then students ought to be required to return home except
in special circumstances such as those which are operative ét
present. Some members saw private students from the point of view
of Australia's immigration: while students educated in Australia
should be encouraged to return home to work, should they wish to
remain in Australia, they should be allowed if they were employed
in a qualified position. One advantage of this was seen to lie

in accepting as migrants, those who were already fluent in English

end familiar with Australian conditious.

3.6.23 The Sub-Committee also directed its attention to the
composition of the private student populetion. The large majority
of Malaysian students was expleined to the Sub-Committee in terms
of proximity, a tradition of education in Australia,gs and also
because of the restrictions on admissions to universities in
Malaysia.gg' Witnesses agreed that the majority of private students
from Hong Kong, Singapore and Malaysia were from comparatively
better-off families and questionned this aspect of the situation.
Mr Reynolds of the Sub-Committee commented:
"It does seem to me now that the wealthier these
countries are, the greater demands they seem to
be making on Ausiralia for more costly.and lengthy
educational programmes, such as at university level.
And it is the other countries, the ones that are
really economically lower down the séale of things,
that are being satisfied by the short term courses
. of.up to 10 weeks, or shorter terms. I think we
' might well have to get around to having a look at
this business of a comparatively wealthy country

like Malaysia, from whom we are probably getting
students who are in the upper bracket of income."100

3.6.24 As the Australian Government meets at least three
quarters of the costs of private stud‘ents,101 and considering the
pressure on places at Australian educational institutions, the

98, Transcript, p. 970.
99. ibid, p. 1025.
100. ibid, p. 462,

101. Some $7.2 million (Transcript, pp. 432, 1098) plus
administrative costs in the region of $700,000
(Department of Foreign Affairs). . /19,
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Coumittee believed that it was probable that.more benefit could
be obtained by a greater emphasis on the home training of students,
not by Australian financed and controlled institutions, but by
using Australian aid funds to upgrade exisiing institutions in
particular areas and by providing teaching and lecturing assistance

where necessary.
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Chapter Fqur
ATD TYING

4.1.14. Most of Australia's bilateral aid (excluding aid to
Papua New Guinea) is tied in two ways: the procuremént of

goods and equipment is tied to purchasé in Australia, where

a general rule of Australian content of 662 per cent is applied.
In addition, food aid and nearly all technical assistance is
tied to Australian sources. The attached table shows the extent
to which Australian contributions and subscriptions to multi-
lateral organizations are tied. Of a total multilateral contri-
bution in 1970-71 of $11.5 million, $3.0 million is tied to
procurencnt in Australial According to information from the
Department of Foreign Affairs most other D.A.C. cowntries have
national content and tying requirements for their bilateral

aid: for example, Cgrzda has a‘66%:per~cent‘ru1e, Japan ties
almost all her bilateral aid and the U.S. has a 50 per cent
national content rule, Some countries completely untie all
their multilateral aid, some tie portions of their aid to U.N.
agencies only and contributions to the A.D.B. Special Funds

are tied in varying degrees.

4.1.2, Because of a general belief among both donors and
recipients that untying aid would have some political and
econdmic benefits for recipient countries, aid tying practices
have been under review both by D.A.C. members and at U.N.C.T.A.D.
III. .At a high level meeting in Tokyo in September 1970, members
of the Development Assistance Committee (D.A.C.) of 0.E.C.D.
agreed "in principle" that contributions to multilateral
organisations and bilateral development loans should be

untied. Since that time, D.A.C. has been working to reach
agreement amongst members on terms of a‘draft‘Agreement on
untying. Work wag, however, virtually brought to a standstill
at the time of the international monetary crisis late in 1971,
and has not proceeded because of the continuing balance of
payménts.difficulties‘of the U.S‘.2 The draft Agreement calls for DAC
members to untie new bilateral loans and tied contributions

to multilateral organisations. The Agreement does not apply to

1. See Table 9, B
2. Transcript of Evidence, p. 691.
- /81, wus
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grants (i.ea almost all of Australia's bilateral aid), food aid
or technical assistance, or tied aid for which legislative
sanction had beéen given at the time that the Agreement comes

into torce.

4.1.3.

Statistical information on the status of D.A.C. member's

tied aid is inadequate, but based on D.A.C. figures for 1970,
untying of bilateral loans would erfect a total of approximately
$US2,200 million per annum, of which roughly $1,3%00 million per
annum is lent in the Asgian region. Total disbursements of multi-
lateral organisations amounted to about $1,000 million but the
extent to which this is presently untied is not clear. In terms

of the draft Agreement, Australia would have to untie approximately
$3 million per annum4 which would not include its contribution

to A.D.B. Special Funds or other commitments which have already
been given legislative approval.

4.1.4,

The Sub-Committee was informed that Australia would

gain if the dratt Agreement came into force. Mr Duthie from
the Department of Trade and Industry said:

"Mr Duthie ~ I understand that if aid were to he untied

in the South East Asian region the egtimate would

be that there would be something like $1,300 m of

aid that could be sourced in any country. Therefore,
if one were thinking philosophy, I think the extent

of our tied aid is something like $3m. So you perhaps
have 2 schools of thought - whether you continue to
pursue the philosophy of tying aid or perhaps try

%0 pursue what is an international endeavour %o have
aid untied and perhaps give Australian consultancy firms,
Australian engineering construction firms and Austra-
lian exporters the opportunity of sharing in a far
bigger pool. '

Chairman - With a general move towards the untying of aid

or at least of part of aid - not just by us but by
other countries as well - would we, do you think, tend
to gain. or lose by this?

Mr Duthie - I am simply expressing a personal view here,

but I find it difficult +to see how we could lose."5

3. Department of Trade and Industry.
4. See Table 9.

5. Transcript, p.614, see also Treasury opinion, p.687.
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4.1.5, ‘Departmental‘witnesseS‘generally believed that a uni-
lateral move by Australia to untie its aid would result ih a

Yoss of trade and would have an uhfavourable etfect on Australia's
balance of payments.0 The Committee agreed with this, and also
with. the point that in the absence. of a generdl agreement on
untying, that it wag not.a good time to begin changing the

present practices.T However, considering that the original motive
for tying aid to‘protecf'Australia!é‘balance of payments8 had
less force now with the present favourable balancé of ‘payments,
and also Mr Duthie's evidence that Australia had some .compara~-
tive advantages in trading in South East. A51a,9 the Committee

was of the opinion that some changes could be made, It appeared
that, since U.N.D.P. already purchased more in Australia than
Australla‘contrlbutes to U.N.D.P., this dontribution could be
progressively untiéd without detriment. It also appeared that
since the amounts tied to other U.N. Funds were smell, these could
be untied also.1 The: Committee was ‘informed that moves to untie:
Australia’s contributions to UNICEF and UNWRA were under way.
Since the original reasson for tying the local currency portion

of" our'A.D.B. capital_subscriptianwasnless germane now, this
could also be untied, particularly as other countries' capital
subscriptions are untied. The Committee believed that A.D.B.
Special Funds ought to be prpgréssively uritied.

6. Transeript, p.127. o 9.‘Transcriptw.pu6T7r
7. ibid, p.486. . S 10, See Table 9.
8. See avove, p. 42.
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Chapter Five
TRADE, TARIFF PREFERENCES AND INVESTMENT

1. TRADE:

5.1.1. Developing countries took about 24. per cent of all
Australian exports in 1970-71 and this share is tlie same as

in 1966-67. Australian exports to.developing countries in the
South East Asian region have increased substantiaily in absolute
terms in the last five‘yéars although in total their share of
the Australian export market has not increased. Australia buys
some 12 per cent of her import needs from developing companies
of which only some 4 per cent comes from developing countries in
South Eust Asia, Apart from imports from Indonesia which have
fallen from $56.6 million in 1966-67 to $22.5 million in 1970-71
(largely due: to a reduction in petroleum imports), imporis from
Malaysia, Singapore, Hong Kong.and Thailand have increased.

5.1.2, It has been shown above that D.K. aid has had a marked
effect on exports to Indonesia, and given the tying practices
associated with Austrilian project aid and commodity aid, and the
present method of financing which results in the purchase of
capital intensive goods, it would be surprising if Australian

ald giving had not resulted in substantial benefits to Austra-
lian manufacturers and exporters. In addition, as aid goods

open the way to markets, benefits in the form of commercial
orders can be expected. These benefits accrue to nearly all donors.
The British Select Commititee on Overseas Aid, 1971, stated that
"commercial considerations alone would suffice to justify parti-
cipation in the aid effort, both bilaterally and through inter-
national agencies". 2

5.1.3. Yet, since the main objective of the Australian aid
programme is development in less developed countries, the
tendency to continue forms and types of aid which have substantial

1. See Table 10,

Report from the $glec§ Committee on Oversegs Aid, Session

1970-71, p. 12.
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trade berefits, but whose development objectives may

become subsidiary, has to be resisted. For example, while the
procerds of D.X. aid go into Indonesia's development budget and
save its foreign exchange, the pressure to continue and increase
this form of aid because of trade advantages, should not be allowed
to cloud judgements arising from a reappraisal of other methods

of conserving foreign exchange or other ways in which local

costs of development could be finarved. If other methods of local
cost financing were to be considered, as a way of extending A
development projects further into the agricultural and social
sectors, this might lead to less opportunity for the export of
capital equipment. This factor should not be allowed to prejudice
rethinking of aid aims and alternative uses of regources.

5.1.4. The Sub-Committee heard evidence on two other aspects

in regard to trade. Although Australia does not provide official
export credits, there has been a dramatic growth in Australian
private export credits to less developed countries. 3 This is

part of a global increase and reflects the needs of developing coun-—
tries to finance imports over longer terms which add to their debt
servicingtproblems. The Department of Foreign Affairs saids

"The trend in rising export credits concerns authorities

on international development who see them as an undegirable
alternative resorted to by developing countries because
concessional flows remain more or less static.™ 4

3. Australian Private Guaranteed Export Credits
~1968-1971 (ﬁUS‘millioni .

1968 1969 1970 197
Guaranteed
1-5 years 1.2 -0.9 45,6 161.3
Guaranteed ) :
over 5 years 0.% 2.8 24.5 4.0
Total 1.7 1.9 T0.1 165.3

Source: Export Payments Insurance Corporation
4. Transcript of Evidence, p. 133.

/88. ...
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£.1.5. Privote export credite guaranteed by E.P.I.C. in 1971
totulled $USI65 milidor +Lile it was estimated that ron-guaranteed
export credits excluding those to Papua New Guinea were $131
million in 1971.” The rapid growth in Australia's guaranteed
export credits is largely due to credit sales of wheat, where
competition among suppliers on terms is fierce. The Sub-Committee
was told that moves were being made in 0.E.C.D. to restrict
credit terms in particular sectors, but these were not particu-
larly effective.7 Ag far as E.P.I.C. is concerned, this
tendency can increase the risks of default on their
guarantees. 8 Bxport credits guaranteed by E.P.I.C. are part
of the statistical return to D.A.C. like other
D.A.C. members and are included ds part of the one per cent
aid target, although they contain no concessional element.

2. TARIFF PREFERENCES:

5.2.1. The importance of trade in the development of less
developed countries was stressed to the Sub-Committee. Profes-~
sor Hogan of the University of Sydney said:

"I have suggested that development aid cannot be divorced
from issuves in the trade fields ....

The ouestion of opening up trade possibilities, which has
been canvassed at UNCTAD 2 and recently UNCTAD 3 and in
other international discussions, is relevant here. It

is not simply a question of assisting the developing
economies, which is almost a meaningless conglomerate term,
but particularly the weaker and poorer among the develop-
ing economies, including that group reterred to in UNCTAD
discussions as the least developed of the developing
economies. If we do think there are possibilities here
for development which can be associated with benefits to us in
trade terms, we can quite reasonably think in terms of the
precedents already created in international trade and aid
discussions to make special arrangements for some of the
neighbouring economies.™ 10.

5.2.2. Althougl. Australis was the first country to introduce,

6. Department of the Treasury.
7. Transeript, pp. 559-560,
8. ibid., p. 565..
9. Transcript, p. 573.
10. Transcript, p.1219.
/89, ...
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in 1966, a list of items for which less developed countries
could obtain preferential access to the Australian market,

the share of developing countries' imports into Australia

has fallen from 15 per cent in 1966-67 to 12 per cent in -
1970-71.11 The Sub-Committee examined a number of issues

in connection with the Tariff Preference Scheme, The

list of goods available for preferential entry includes
specified menufactured and semi-manufactured goods, handi-
crafts, but no primary products. Handicrafts come into
Australia duty freé, there are no quota limits, and the list has
been progressively extended. One hundred and thirty five
countries have been declared eligible for the scheme, and

the eligibleée prodicts comprise some 240 groups of manufactures
and semi-manufactures. In April 1972, the Minister for Trade and
Industry announced that some 200 additional items will be added
to this range. The total quota limits on thege goods has been
raised from some $13 million in 1966-67 to $47 million in
1970-71.12Each product on the list has a quota, usually set at
some 10 per cent of all current imports, and may enter free of
duty or at a reduced rate. The items on the list are arrived
at in consultations with developing countries and there is

a provision which enables Australian industries, which consider
their interests are affected adversely, to seek a review of the
preference before the Tariff Board thus~inhibitiﬁg the widening
of the list or the raising of the quotas to a significant
degree,

5.2.3 In no year since the introduction of the scheme have
quotas allocated taken in even a half of the quotas
available. .
Manufactured and Semi-Manufactured Quotas
- Available aud Allocated'?
1966/67 1967/68 1968‘?69 1969/70 1970/T1  +971/72

Quota Available 13,320 20,435 30,062 36,210 47,035 44,000
Quota Allocated 3,732 9,079 14,622 17,669 22,713‘ 21,700

11, Department of Trade armd Industry.
12, Transcript, p.508.

13, ibid., p.508..
: /90, ...
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Mr Duthie, from the Department of Trade and Industry, gavé an
oxplanation of the failure to take up the total quotas in the
following terms:

"We have been endeavouring to find out the reasons for the
shortfalls, some of which I have already mentioned, but our
trade commissions report that there is basically -~ if you
look at the list of countries - a lack of selling experience
and general commercial know=how. There is no export en-
trepreneurial ¢lass developing except of course in the ones
that are diving into the quotas, such as the Indias, the
‘Taivans and the Hong Kongs where you get a strong sort of
commercial class and they are taking advantage of the
quotas." 14

5.2.4. It appeared from evidence before the Sub~-Committee

that, in certain of the major items under the scheme -~ cotton
piece goods, carpets, tubes, etc. - the quotas were filled very
rapidly and the exporting countries continued to export such
goods: under normal taritf rates. Of total imports into Aust-
ralia from developing countries in 1970-71 of $484 million,

only some $12 million or 2,5 per cent was:broughtlin under
preference (apart from handicratrts). Of the $12 million .
brought in undér preference, Hong Kong exported $2.6 million,
India $%.4 million, and Spain and Taiwan about $1.6 million

each, It appeared to the Committee that the scheme acted

to the benefit of countries who were already competitive in

these manufacturing fields as evidenced by their willingness to
export under normal tariffs., There is provision in the regu-
lations of the scheme, for some countries and products to be
excluded if they are already competitive, and it was suggested

to the Sub-Committee that such provisions could be invoked to give
the lesser developed countries a chance at entry,15 although

this of itself may not guarantee an incréase in imports from these
countries.

14. ibid. p.581.

15. C.B.C.S., Highlights of 16. Transeript, p.1236.
Overseas Trade Statistics, -
No.823.
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5.2.5. That the kinds of items on the list inhibited exports
from some of the lesser developed countries was illustrated in
a comment by the Chairman:

"Is not the real explanation of this disparity between the
advantage that is taken by countries like India and Taiwan
of the quotas, on the one hand, and Indonesia. and other
countries on the other hand, that the Indians and the
Taiwan people produce things, subject to quota, that we
want; and Indonesia is not permitted to bring in, under
quota, the kinds of thinge that Indonesia, for exampie,
can supply. I can imagine that timber is a product which
Indonesia might well supply, but we do not permit a quota tor
timber because we protect our own industry, which I under-
stand is ALP policy as well as the policy of the Government
party, If you permitted timber to be brought in free of
duty, then you would find that Indonesia is able to take
advantage of that quota." 17 .
5.2.6, The Sub-Committee was informed that at the Second
UNCTAD Conference in 1968 there was agreement in principle
that the developed countries should introduce taritf preterences
for developing countries. By the Third Conference recently con- )
cluded in Suntiago, the major industrialised countries, apart from
the United States of America and Canada, had introduced preference
schemes for developing countries. Canada at Santiago announced
its intention to do so and is in the process of implementing
that decision. The United States of America stated that it
would introduce such a scheme at some future date when
" Congressional approval would be likely to be forthcoming.
Australia has had strorg reservations about an "across the
board" approach to tariff reductions because of the difference
in gize and stage of development of its manufacturing sector in
comparison to those of Japan or the E;E.C.18 As Mr Duthie put it -
"Our secondary industries are nowhere near as big or as integrated,
or as efficient, if that is the word, as those of Japan and the
E.E.C.","9  If it is true that "Australia has a protound interest
in the equitable working of thelworld‘S‘economic'system",zo then
perhaps some greatér degree of sacrifice will be required.

17. Transcript, p.589. 19 ibid.

18. ibid, p. 577. 20 The Houn.Nigel Bowen,.
Statement on Australian
Foreign Aid, II. of R.
Hansard, 21 September 1972.
page 1T749ff,
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he?oTe Professor Hogan, of the University of Sydney, suggested
a policy alternative, that of adjustment assistance, to the '
Sub-Committee:

"If levels of protection are to be reduced, adjustment
agsistance schemes tor re-training and relocation of workers
are essential to the spirit as well as the success of the
policy. If the economy gains significantly from the transfer
of resources, those most affected by the change must be com-
pensated out of these overall gains. This feature points to
the inadequacy of international comparisons of aid flows,

An economy which spends resources on the re-training of its
work force and thé adapting of its industrial structure

to changing external circumstances is contributing at least
ag much to developing countries as governments dispensing funds
directly to such countries. :

One policy alternative open %o the Australian authorities
would be to combine the provision of adjustment assistance
with a foreign aid programme...........

Adjustmént assistance to Australian-owned firms could be
directed to the shifting of some labour-intensive activities
from Australia to specitic neighbouring economies. But
this policy would have to be supported by trade agreements
permitting the offering of preferred entry to products from
these economies. The basis of this policy would .be founded
in the general systems of preference negotiated through
UNCTAD. ™ 21 o

This suggestion opened a veritable Pandora's Box of political

and econonic problems which the Sub-Committee was unable to examine

in any depth. It does appear that there may be long term merit

in the suggestion although this would need to be carefully assessed

as. to the benetits to the developing countries and the costs to

Australia,
%, INVESTMENT:

5341, Australian aid is linked to direct overseéas private
investment by Australian companies in two ways: first, in
specilic cases by the use of aid projects in conjunction with
investment projects as in the case of the Tjilatjap project

in Indonesia, where some infrastructure works will be carried out
to facilitate the proposed industrial estate there. 22 Second,
insotar as goods exported under aid open up new markets for

21. Professor Hogan3,Develbpment.Thehssu

22. Other works, including the deepening of the harbour, are being
undertaken at Tjilatjap to service the area generally. /93, ...
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Australian goods, investment may follow to protect markets

thus entered and to avoid tariff walls. In addition, to the
degree that E.P.I.C, (being Government-tinanced) guarantees private
investment overseas, this is a government inceritive to investment.

H.3.2, Australian direct overseas invesiment in developing
countries has increased rapidly in the last fiveyears.23 In

Asia, it has grown from $1 million in 1966-67 to $5.6 million

in 1970-71 per annum and seems likely to continue o grow in
future in view of thé recent relaxations on direct investment
overseas. In cumulative terms there is now about $29 million
invested in South East Asia., Two of the criteria taken into
account in approving such investments are: the balance of payments
situation which is favourable at present, and the investment's
contribution to production,and‘maiketing in developing countr.ies.24
The. Sub-Commititee had before it evidence on only that part

of investment guaranteed by E.P.I.C. 0f these invesitments, a
large majority were joint ventures which appeared to satisfy these
criteria.

23. See Table 11.
24. Transcript, p.497.

/94, ...
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Asia -
tong Kong
Malaysia
Sinpanore
Indonesia
Other Asia

Total Asia
Oceanin -

PNG
Other-

Total

Other developing

countries
GRAND TOTAL

Source:

- Y4 ~

, TABLE 11
AUSTRALIAN DIRECT “RIVATE INVESTMENT-DEVELOPING COUNTRIES

1966/67 to 1970/71 {SA'00C).

.Bureau of Census and Statistics.

1966=07 1967=68  1968=09 1969=T0 1970~Tt
114 1059 1851 499 2413
=22 1143 -609  -1310 339
589 1181 1140 -165 705
ee . 102 1159 1785. 1442
330: 3595 2302 1449 696
101t 7080 5843 2258 5595.
16697 19432 31969 88010 29012
1146 2248 2366 1135. 2837,
17843 21680 34335 89145 31849
-919 2040 9567 2683 3419
17935 30800 41145 94086 40863
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CHAPTER SiX

YOLUNTARY AID

6.1.1 The Sub-Committee received a number of submissions from
individumls; from voluntary aid organisations and from other
organisations. All submissions were considered, but due to
constraints of time the Sub-Committee was able to hear oral
evidence from only a representative sample. Several common points
of view emerged from these submissions and from evidence heard.
Most importantly, it was submitted that while developmént involved
concepts of economic growth, trading opportunities and so on,

the most important aspect of development was that it is about
people: their basic needs for food, shelter, education and employ-
ment. The implication of this was that aid should be centered on
the provision of basic amenities for the largest number of people
and this would invelve a more equitable distribution of resources.
In this context it was submitted that less Australian aid should

be directed to the modern sectors of developing countries' economies
and more to agriculture and social welfare where "grass roots"

change could occur.

6.1.2 The voluntary organisations and the Australian Council
for Uverseas Aid (A.C.F.0.A.) submitted that Australia should try
to meet U.N. aid targets for Official Development Assistance, and
that more aid should be directed through multilateral agencies
because the foreign policy considerations attached to sid had less
force in these institutions. On the question of trade, it was
suggested thatvgoods from developing countries (including raw
materials and processed goods) should have easier access to markets
in Australia than at present, that the present tariff preference
scheme could be expanded, while measures ought to be taken to assist
those industries affected by such moves.

6.1.3 It was suggested that as population growth has perhaps
the major problem in developing countries, Australia should assist
by granting funds to the U\N? Population Fund or to the International
Planned Parenthood Foundation.

1. Transcript of Bvidence, p. 923.

/96. ...
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6.1.4 " Mr W.V. Hinton, from A.C.F.0.A., pointed to the problem
of Australians perceiving development in these countries as an
image of Western models:

"1t is our belief that in government efforts in the
last two decades there has been, on too many
occasions, an assumption that development aid will
lead to the introduction of Western styles of life
in the developing countries. We would simply- point
out that we do not believe this to be so and that,
believing it not to be so, we would say that
development aid therefore needs to be oriented and
structured in ways which are not always obvious to
those in the Western donor countries and that the
economic and social goals being pursued by the
developing country have to be seen as quite
distinctive in their processes from those that the
Western countries adopt in their economic and social
development. We would point also to the fact that
participation in development programmes does
represent some degree of interference by the donor
country and that, for this reason, a great deal of
sensitivity is required in the whole operation of
the development assistance programme.'2

6.1.5 On the general question of administration of aid in
Australia, witnesses believed that with Papua New Guinea approach-
ing independénce, an autonomous body,. responsible to the Minister
for Foreign Affairs, should be set up to administer all aid,
supported by .an Institute for Development Studies (for research)
and an Advisory Council of people interested in aid from the
community. The aspect of the specialised role of aid administrat-
ors was stressed and it was suggested that those controlling aid
should be trained in development economiés or an allied discipline.

6.1.6 " The Sub-Committee inquired into the relationqﬁip between
the Government and the Voluntary Aid Organisations. The voluntary
organisations claimed that the relationship could be improved in
a number of ways. They believed that the Government should support
education programmes in Australia on development and aid, as it
was only through these thet an informed public opinion could be
created. It was submitted that the refusal of the Government to
grant tax concessions for donations to voluntary organisations
" placed them at a disadvantage, vis-a-vis domestic charities, and

2. Transeript, p. 920.
, /9T ..
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gave the public the impression that the Government did not approve
of their uctivities.B‘ The Sub-Committee was told that voluntary
aid organisations were disadvantaged particularly in relation to
donations from large companies. It was argued that many other
countries gave tax relief of this kind, and that concessions could
be related to particular projects or to donations of a certain size.

6.1.7 Witnesses from the Treasury estimated that the cost of
tax concessions would be about one quarter to one third of the total
contributed (which was some $16 million in 1971) although it was
impossible to give a precise figure because of the differences in
income tax fates.4 Dr Vhitelaw from the Treasury explained the
policy:

"In terms of Government policy this matter has come
up many times and the attitude that the Government
has taken has been that it is not prepared to make
this particular tax concession. The Government
makes a contribution to aid and this contribution
is assessed each year at Budget time on the basis
of various considerations. To the best of its
ability the Government estimates what the contribut-
ion out of revenue will be. One of the arguments
why the-Government has not in the past been anxious
to get involved in these concessions is that this
is a gradual process which can erode the taxation
base. It can result in a contribution by Australia
in general t6 some specific purpose which is not
readily estimable in terms of cost."S

6.1.8 Mr Parsons, from the Department of Foreign Affairs, told
the Sub~€ommittee that before 1967 some Government assistance had
been giveén to voluntary organisations for projects. He explained
vhy this practice had been discontinued:

"Our experience was that this sort of project raised
many practical difficulties., There was always a
tendency for giving this sort of assistance to
generate other requests which would lead to prejects
which became almost solely reliant on official aid.
The thing grew rather like Topsy. It became fairly
uncontrollable and tended very quickly to drift
avay from the main intention of the voluntary effort.
I think the conclusion was reached that there was
considerable merit in meking a fairly watertight
division between private aid, which we thought should

3.. Transcript, p. 856.
4. ibid, p. 790. '
5. ibid, p. 791. ~ /98, ...



- 98 -

be completely self-reliant, and the use of
official aid furds being limited pretty much to
official development purposes in recxplent
countrles."6

6.1.9 Tt was niso‘pointed‘out that in 1970-71 the Government
had given A.C.F.0.A. $16,000 to subsidise its administrative
expe‘nses.7 The witnesses from voluntary organisations told the
Sub-Committee that other countries, particularly Canada, gave funds
for voluntary projects on a matching basis, and it was argued that
social objectives of development could be achieved more effectively
through such arrangements.,. Mr Morrison of the‘Sub—Committee asked:
"Mr Morrison - Would you see this as the basic role

for the voluntary agencies, to undertake tasks

vhich governments because of the. curious.

situations in which they are involved cannot

directly bring about changes within another

country? .In terms of social justice, incomé

redistribution and social welfare work for

particular minorities which may not be accept-

able to govérnments or which governments have

ignored in the past, do you see this as the

fundamental rolé of the voluntary agencies in

an aid programme?

Mr Hinton - Yes, I do. I would also emphasise that
volunta y agencies' at many points have the
opportunijties to take risks, to experiment, to
do thingh that perhaps more formal agencies
cannot do because of the constituency they
-have or because of the responsibilities they
have."8 .

6.1.10 The Committee believed that the role of voluntary agencies
within Australia and in development overseas was significant..
Within Australia, they represent the core of public awareness of
these problems and frequently act as a public congcience and a

spur to government action. In developing countries their emphasis
on people to people projects, their flexibility and their ability
to act in gircﬁmstances where the government cannot, brings
important benefits in a process which frequently appears impersonal
to peoplevboth in developing and developed countries.

6. Transcript, p. 420,
T. ibid, p. 422.
8. ibid; pp. 875-876.
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6.0.1F fhe principal Conclusions and Recommendations of
the Committee are to hHe found on pages (1v) to (Jx) at the
front of the Report.

H. B. TUKNER
Chairmgn

Canberra,
24 October 1972.
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APPENDIX A

LIST OF WITNESSES AND THEIR DESIGNATIONS
AT THE TIME OF GIVING EVIDENCE

BESLEY, MR M,A., First Assistant Secretary, Central Secretariat
Division, Department of External Territories.

BRECHER, PROFESSOR I., Department of Economics, MeGill
. University, Quebec, Canada, and Visiting Fellow, Research
School of Pacific Studies, Australian National University.

BYRNE, MR W.C., National Executive D1rector, Australian Catholic
Re11ef.

COTSELL:, MR G., Chiéf Migration Officer, Students Section,
Departmént of Immigration.

DUTHIE, MR L.P., Pirst Assistant Secretary, Export Services
Division, Department of Trade and Industry. -

FERGUSON, DR I.S., Senior Lecturer, Department of Forestry,
Australian National University.

FLORENCE, DR R.G., Senior Lecturer, Department of Forestry,
Australian National University.

HEINRICH, MR H.G., Assistant Secretary, International Relations
Branch, Overseas Economic Relations Division, Department
of the Treasury.

HINTON, MR ¥.V., Hon. Secretary, Australian Council for Overseas.
Aid. .

HINTON, MR W.V., Executive Secretary of the Joini‘Secretariat
on Action for World Development.

HOGAN, PROFESSOR W.¥., Professor of Economics,.Sydney University.

LLOYD, MR A.W., Assistant Secretary, Marketing, Grains and
Miscellaneous Crops Branch, Department of Primary ladustry.

LOVEGROVE, DR M.N., Reader, Centre for Comparative and Internat~
ional Studies in Education, La Trobe University.

McAULEY, MR J.P., Hon. Federal Treasurer, United Nations
Association of Australia.

McCLINTOCK, MR E;P., Chairman, Export Development Council.

McGINNESS, MR H., First Asslstant Secretary, Department of
Immlgratlon.

MICHELL, MR F.C.,, Chairman, Crooks, Michell,. Peacock and Stewart,
Consultlng Engineers.



(b)

O'BRYAN, MR J.F., Assistant Secretary, Marketing, Livestock
Division, Department of Primary Industry.

OVINGTON, PROFESSOR J.D., Head of Department of Forestry,
Australian National University.

PARSONS, MR A.R., First Assistant Secretary, Development
Division, Department of Foreign Affairs.

PERCIVAL, MR G.M., Acting Assistant Secretary, External
Relations Branch, Department of Primary Industry.

PRIOR, REV. A.C., National Director, Austcare.

ROLFE, MR E.S., Director, National Training Section, Department
of kducation and Science.

SHEEHAN, MR B., Chairman, Centre for Comparative and
International Studies in Bducation, La Trobe University.

SHEPHERD, DR K.R., Senior Lecturer, Department of Forestry,
Australian National University.

SMITH, MR A.P., National Executive Officer, Australian Freedom
From Hunger Campaign.

SMITH, MR F.R,, Assistant Secretary, lnternational Education
Branch, Department of Education and Science.

SOLOMON, MR G.F., Executive Director, Australlan Council for
Overseas Aid.

STEVENS, DR P.R., Lecturer, Department of Forestry, Australian
National University.

TOOP, MR C.M., General Manager, Export Payments Insurance
Corporation.

WANG, PROTESSOR GUNG WU, Professor of Far Eastern History,”
Australian National University.

WEBB, MR J.B., Director, Community Aid Abroad.

WHITELAW, DR R.J., First Assistant Secretary, Overseas Economic
Relations Division, Department of the Treasury.

WOLFSOHN, PROFL&bOR H.A., Professor of Politics, La Tiobe
Unlverslty.

W0O0D, MR A., Administrative Asisiant, Laos-Australian
lReafforestation Project, Australian National University.
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APPENDIX B )
STATEMENT No. —EXTERNAL AID

As mdwn\ed in the |abkv on the next page, total of $220,086,000 has been provided

for on aid to déveloping countries in 1972-73, This is $20,262,000, or
10. 1 per cent, greator than actunl cxpcndnlurc in 1971-72.

The totals shown in this table differ from: those quoted in Statement No. 4 —Estimates
of Expenditures, 1972-73 by virtue of the inclusion. of direct expenditures of an economic
nature by various Commonwealth Departments and instrumentalities in or in' connexion
with' Papua New Guinea (which are subsumed under other headings in. the Budget); the
inclusion of the voluntary contribution which Australia makes towards the technical

of the International Atomic Energy Agency; the exclusion of expenditures
on the training of military personne! under Special Aid to the Khmer Republic; and the
exclusion of expenditures relating to developed countrics under the Commonwealth Co-
operation in Education Scheme.

Multilateral Aid
Expenditures on multilateral aid p are dtoi by $6,201,000 to
a total of $17,901,000 in 1972-73.
Although the agreement governing. the third lenish of the of the
lnlemanonnl Development Assocxatlon has sull not entered into cffect, calls on Australia’s
contributions. to the A the vol y contribution of $US16

million made in N ber 1971, are expecied to-total $8,398,000 this year, or $1,534,000
more thanin l97l~72 An amount of $3,036,000 has been. provxd:d in the Budget to meet

the first instalment of the paid-in portion of the proposed inA lia's subscription
to the cupital stock of the Asian Devclopment Bank as set out in the Asian Development
Bank (Additional Subscription) Bill now before Parli ¢ no similar was made
in 1971-72, Total calis on- Australia’s existing comnbuuon to the Multl-Purpose Special
Fund of the Asian Devel Bank and a proposed further it of $1/5250,000
to its Technical Assistance Special Fund this' year are together expected to result in ox-
penditures $1,223,000 greater than.in 1971-72, The esti also provide for i in

Australia’s pledges to the U.N. Children’s Fund, the U.N. High Commission for Refugeu
and the UN. Devclopmem Programme in 1973 The. estimated increase of $283,000 in
expenditure on the Internationat Rice at Los. Banos in the Philippines in
1972~73 relates to- the design, purch and installation of a pl to assist }
activities at the Institute.

Bllnu'ral Aid (excluding Papua New Guinea)
di on bil 1 aid (excluding bil ! aid to Papua New Guinea)
are estimated to increase by $6,042,000 to a total of $57,446,000 in 1972-73.

The provision for expenditure on multifarious aid projects undertaken in developing
countrics in. South and South East Asia under the Colombo Plan will be increased by
$5,271,000, while that for the training of overseas students and officials from these countries
in Australia will. be $423,000 greater than in 1971-72. Special Aid to Indonesia, which is
basically used to finance ad hoc gifts of commodities, Devisa Kredit (D.K.) aid and the
costs. of shipping to Indonesia the large quantities of wheat and flour given to that counlry
as purt of Australia’s commitment undér the Food. Aid C ion of the
Wheat Agrcement, will be increased' by $2,051,000 to $12 million in 1972-73 to complete:
the current three-year aid commitment to that country, Plans are underway for the CSIRO
to help establish a major animal husbandry h institute in Indonesia in the near future,

In all, bilateral aid worth more than $20 million will be provided to Indonesia in 1972-73,
compared with $17,824,000 in 1971-72, making that country by far the largest recipient of
aid from Australia at the present time, excluding' Papua New Guinea.

Expenduurcs on the South PlClﬁC Axd F and the C Jth Co-op
in E are by’ $604,000 and- §152,000, respectively, in
1972-73 in d with the p ide-a total of $15 million in bilateral aid

to developing countries in the South West Paclﬁc in'1972-73 and the following throe financial
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years. Fiji is expected to- b= the major recipient. A total of $2 million, or ms,ooo more than
in. 1971-72, will be; ;mmded for. Rehabilitation and Relief Aid to Bangladesh-in 1972-73;

N Increase
nn | sna | T
e— ‘Actual Estimated |. on 1971-72
$°000 $'000 $'000
. Multlateral ) .
6,364 8,398 A4 L,54
Asisn Development Bank—Capital Subsceiption e . 3,036 + 3.0%
m- Dovclopmonl Bank—Special Fund Comﬂbquns o 1662 1,885 + 1,223
N Development Programme o . 1,735 1,850 + ns
UN High' Commlubn for Refugees .. . . 175 [t13 + 13
UN Relief 2nd Works A'ency .~ . . 180 180
. UN Children's.Fund: . " e . 50 558 + L]
World Food I’fommm‘ . . o 843 8%0° +
* Soulh Pacific Commission ol o 343 4 12
Regionat Projecu for Economlc Co—opemhn in Asis. . 103 140 4+ 37
!Mmllon-l od Cross. s 20 - 15
fotld World Weather Watch i 50 10 - 40
ASFAC Rlﬁllry of sdnmu wnd Techaical Services . .. 73 57 - 16
ASPAC Food and Fertiliser Technology Cenire . 26 26 .
International Rice Rnemh Institute .. .. o 17 30 + W
International Trade i 3 - 2%
International! Atomic Eneuy Am—‘l‘xhnkﬂ Awsunu ! 25 25 ..
Total-Multilateral s . . - 11,700 17,901 + 6,201
Bilateral (excluding Fapua New Guimea)
lombo Plan
Projects, Experts and F.qulymenl . .- . 1,245 16,516 + 5271
Teaining . . . . . 6,007 6,430 + 42
Special Ald t0 lndoulll . . . . 9,949 12, + 2,051
Special Aid to South Vietnsm . . o 110 . - 1o
Special Aid w Kllmor Republic . . . 1,196 1,330 + 134
International W "wd Aid C . 11,788 11,600 - 1
. SEATO-Aid’ Prommms . . . Ve 1998 2,000 + 1
lr'n“: Wg:nms"c Operations Fund— v . 2,2? ,'6«4? -
‘ore| n 9 i Laos . . 3 [
pocial C African A Plan o 343 610 + 6
jon in Scheme . 790 42 | .+ 152
Sau\h mmc Md Proprammes . .. 956 1,600 A
Austrslian.| lnunmloml Awatds Scheme . b 47 0 + 2%
Disaster Reii m . o o ve 50 K + 25
i i Aid u\d‘C. Scheme 200 230 + . W0
. Emergency Relief. for. Pakistan R . . 2,300 . — 2,300
lolubilluuon and' Relief Aid for Bandadﬂh . . 1,515 2,000 o+ 488
: Total Bilateral ., . . . 51,404 37,446 + 6,042,
’ Total Multilateral and Bilateral' ... . . 63,104 75,347 412,243
Papua New Guinea .
Grant-in-aid. . . . 30,000 30,000 . .
Development Grant . s b 39,878 48,500 | -+ 8,625
Allowances and’ Other Benefits for Oversess Officers o 38,294 42,800 + 4,506
Drawings on’ Arawa Loan 11,700 T A = 11,700
Repayable Advance for purchm of shares in’ Common-
‘wealtih'New Guinea Timbers Ltd(a) . 3 . 3,000 -+ 3,000
Special’ Assistance to facilitate !mul‘pr of I’uncuom lo
Adminiastration(a) 3,500 + 3,500
Miscellanoous budpet items and other dlnxl eapmdllum in ]
Papua New. Guinea . ne 16,851 16,939 + 8
Toul Papua.New Guinea ' . . ‘. 136,720 "144,739 <+ 8,019
Towl .. . . . . 199824 | 220086 | +20262.

that these axpenditures relate 10 the purchase of Commonwealth seeets in Papris New Guinea their

(o) T
«effocts on Ih‘ l«dpl 1972-73 will bo offset by equivaleat receipls.
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in addition, at least: §2 million wosth of food aid in the form of wheat or flour will be
provided to that country this year. Finally, the provision for Special Aid to the Khmer
Ropublk: has been mcmued by $134,000 to cover the cost of supplying earthmoving
and other aid items to that country, as well as
the phdp by Australia to contribute $US1 million in 1972 to the Exchange Support Fund
which' was recently set up to help stabilise the Khmer economy. Other aid will also be
provided to the Khmer Republic under the Colombo Plan in 1972-73,

Offsetting these increases to some extent, there will be reductions of $621,000 in estimated
calls during 1972-73 on Australia’s contribution to the Indus Basin Development Fund;
of $188,000 in the provision for A lia's food aid ji under the Internations)
Wheat Agreement, reflecting the fact that slightly more than 225,000 metric tons of wheat
or fiour equivalent was shipped in 1971-72 with consequential savings this year; of $2,300,000
in Emergency Relief for East Pakistan Refugees in India, since this item is no longer required
following the cessation of hostilities and the return of the refugees to their homes; and of
$110,000 in Special Aid to South Vlclnam. since the project for Whlch this item was ongmully
created (viz. the construction of houses for depend; of of the. Regi
Popular Forces in Phuoc Tuy province) bas now been completed-—other aid will, of coum.
continue to be provided to South Vietnam under the Colombo Plan and SBATO Aid
programme in 1972-73.

Papua New Guinea
Normal grant aid to the Administration of Papua New Guinea will be increased by
$13,131,000, or 12.1 per cent, to 2 total of $121,300,000 in 1972-73,

The basic Grant-in-aid will remain constant at $30 million but the Development Grant
will bo $8,625,000 greater and the provision. for Allowances and Other Benefits for Over-
seas Officers employed' in the Papua New Guinea Public Service will. be increased by
$4,506,000 to permit an. expansion in recruitment and also aflow for the flow-on effects
of recent wage increases granted in Australia. There will be no payments in respect of the
Arawa loan in 1972-73 as.this was fully drawn last year. However, an interest-free loan
of $3 million replynble over 15 yearsinctuding a grace period of three years will be provided'
to the Admnmstnmon in 1972-73 to enable the Papua New Guinea Investment Corporation.
topurch hares in Ct Ith New Guinea Timbers Ltd (a plywood manufacturing
concern at Bulolo) which were previously held by the C aith. In addition, special
financial assistance estimated at $3, ,500,000 will be provided to the Administration this year
to enable it to take over the functions previously performed in Papua New Guinea by certain.
Commonwul(h Departments and mslrumentahtm which are being withdrawn as the move

and ds: a {arge part of this amount
will be d ed ¢ the purct f Co vealth assets in Papua New Guinea. The provision
for on-the-job training of Papua New Guineans in Australia has been increased by $212,000
to a total of $450,000 in 1972-73 and.a further $500,000, or MM 000  more than in 1971-72
has been provided for the training of Papua New Gui in a
procedures etc., at the. Australian School of Pacific Administration (ASOPA), which was
- recently ldnpled for this purpose. Finally, expenditure on flying training: ‘scholarships for
indigenous pilots in Papua New Guinea is estimated to be $50,000 greater in 1972-73,

Other Aid Expenditures

No atlowance has been made in. the foregoing table for the lnrgc subventions which the
Commonwealth and State Governments provide-each year for various educational institu-
tions in Australia which are attended by sevcral thousand overseas students, most of whom
come from devel Theil d costs involved in this ‘hidden aid subsidy® are
estimated to exceed $10- million per annum at the present time.

Similarly, the figures in the table do not allow for the: l'act that parts of Auxtnlms
contributions. to the regular budgets of a number of inter or d
clnwhere in the Budxet) are used (o ﬁnance md projects in develaping countries—the annual

lved here are h $1 miltion.
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Nor has any allmnnce been made for the costs i d in administering Australia’s
vmom aid prograsm n all, these costs, which 'are subsumed in

I Running Expenses, are ively estimated to be about $8 million per anum
auheplmnlme . . .

Defence. Aid

A lia is also p farge its: of defence: aid to d
countries in.South Eut Aul, ‘not eountml expendnum directly related to the. p:uenee of
Australian forces in certain of those countries.

In 1972-73, for example, in addition to the being ded to
develop Papua New Guinea’s Defonce Force, a total:of $13,547,000 will be prowdod for
defence aid and co-operation with certain South East Asian g ies, This figure includ

estimated expenditures on the training of military personnel under Special Aid to the Khmer

Republic, The principal recipients will be Malaysia, $6,200,000; Indonesia, $3,800,000; South:

Vieinam, $2,164,000; and Singapore, $963,000. An amount of $250,000 has also been
ided for military ing in Australia of. 1 from other

To the extent that.this defence aid releases d d that.the recipient countries

\:ould otberwne have used fo: lhe same purposc, it may indirectly help them to achieve
aster rates of k a

Historical GROWTH IN ExTerNAL EconoMic Aip

The following table summarises the growth in expenditures on economic aid to developing
countries, including Papua New Guinea, since 196263

Multilateral | Bilateral Papua " Total
T Programmes | Programmes | New Guinea
$'000 $'000 $'000 $'000
1962-63 10,058 14,897 49,782 74,737
1963-64 10,672 14,029 61,098 85,799
196465 f 5,159 24,136 67,998 97,293
1965-66 8,018 25,719 75,167 108,904
1966-67 12,57 28,169 83,784 124,524
1967-68 14,001 34,251 91,645 139,897
1968-69 2,12 37,489 99,376 149,577
1969-70 . 10,558 40,148 115475 166,181
1970-71 . . o 1488 43274 121,963 176,700
1971-72 . o 11,700 51,404 | 136,720 199,824
197273 Esllmlle .. .. 17,901 57446 | 144739 | 220,086

AUSTRALIA'S RELATIVE AID PERFORMANCE.

‘fnternational compansons of ‘aid performancu by dlﬂ'crent donor countnu are subject.
to numierous rescrvations b of and ' difficulties. Some
of these were.outlined in-Statement No. 8 amched to the 1971—72 Budget Speech,

-Nevertheless, leaving defence aid on one side as this. does not necessarily contribute to
economic growth and well-being in: recuplent countnes. the Developmem Assistance Com-

mittee (DAC) of the Organisation for E Cao and D
publishes data on this subject in an attcmpt to provide. some measure oft bu:den-lhmng and
to'compare the relative aid eﬂ‘ons by its:member countries, incl \ustrali in helping

to.raise living dards in developing.
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The following table compiled by the DAC shows the perf of ¢
in recent years in terms of the net flow of total olﬂcul and private resovrces to devclopuu
dasap of Gross National Product. On the basis of that yard-
stick, A\mralm, with a provinomi ﬁ;um of 1.27 per cent in 1971 (compared with 1.22 per
cent in 1970) is currently ranked third in the world. However, as the figures for Australia
itself and for other countries confirm, such flows can and do fluctuate widely from year to
* year, largely for reasons beyond the influence and control of governments. In Austrslia’s
case, for example, the sharp jump in the figures for 1970 and 1971 resulted principally from
the large private capital flows to Papua New Guines iated with the Bougainville
copper project and. from a substantial growth in private export credits, primarily refated
to wheat sales to developing countries, much of which has been officially insured. For
reasons which are well illustrated by these examples, this. method of assessing relative aid
pesformances Jeaves much to be desired.

NET FLOW OF TOTAL OFFICIAL AND PRIVATE RESOURCES TO DEVELOPING
COUNTRIES AS A PERCENTAGE OF GROSS NATIONAL PRODUCT

Countries . 1968 1969 1970 wn
Per cent Per cent Per cent Per.ceat

Awtralin .. . . . 0,73 0.74 1.2 127
Austria .. .. . b 0,68 0.63 0.67 - 0.56
Belgium .. " . . 1.17 112 1.23 1.03
Canada .. N .- .- 0.46 0.30 0.76 - 0.82
Denmark .. . o S 0.67 1.08' 0.55 0.80.
France. .. . .. b L3S 122 1.24 1.02
Germany .. 1.23 1.32 0.80: 0.88
Italy 0.73 1.03 . 073 0.85
Japan .. 0.74 0.76 0.93 0.96
Nethesiands 1.09°. 1.31 1.46: 1.63
Norway 0.65 0.77 0.59 0.51
Portugat 0.95 .1 1.07 1.56
Sweden .. 0.50 0.75 0.70 0.69
Switzetland 1.4 0.64 0.67 0.93
United Kingdom' .o .. 0.74 1,04 1.06 1.14
United States o . .- 0.63 0.52 0.64. 0.67

DAC Average . 0.80 0.75 0.80 0.80

Note: The ﬁ;um for 1970 and |97l include catimated coutributions by vohmury aid
organizations and are, to that extent, not strictly comparable with those for earlier years,

A far more menmngful way of asscssmg relative aid performances is to compare only

the official de d by each donor country expressed as a percentage
of Gross National Product, Thls p Tud: pnvn(e flows as well as export
credits (whether official or p ) ded - ¢ ies and ib by

voluntary aid organizations, , etc. It has certain deﬁcnencxes. from the point of view of a grant'
aid donor like Australia, in that it stilt lumps grants and loans together as if they were the
same-—-which, of course, they are not—and fails to deduct interest payments. by developing
" countries. Nevertheless, it is widely used as a measure of burden-sharing, etc. at the present
time.,
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On this basie,- Australia ranked fourth in thé world in 1971 with a figure of 0.52 per cent.
C%nkwmble figures for alt DAC countriés in each year since 1968 are shown in the following.
table

NET OI'HCIAL DEVELOPMENT ASSISTANCE. TO. DEVELOPIN G_COUNTRIES
AS A-PERCENTAGE OF onoss NATIONAL PRODUCI‘

Counities 1968 . 1988 T | 1970 1971

“Peroent. | Percent Per cent. Per cent
Ausiralla: .. 0.57 0.56 0.5 0.52
Ausiria .. 0.20 092 | 013 0.06
Belgium . 0.42. 0.51 0.48 0.49
Canada .. 0.26 0.34 0.42. 0.37
Deomark .. 0,23 0.3 0.38 0.43
Frapce .. . 0,67 - 0.68 0.68 0.68°
Germany' .. 0.4 0.38 0.32: 0.34
Italy . 0.19 0.16 0.16 0:17
Japan. . 02§ 0.26 0.23 0.23
Netherlands . 0.49 0.51 0.63 0.60
Norway .. 0.29 0.2 0.32 0.33
Portigal f 0.54 1.02 0.61 0,75
Sweden' . . 0.28 0.43 0.36 0.45
Switzerland - 0.14. 0.16 0.15 0.12'
United Kingdom . 0,40 0:39 0.37 0.4
United States. . . 0.37 0.33 0.31 0,32
DAC Average 0.38 0.36 0.34 0.3

The deterioration in. Australia’s perf in 1971 resulted from a bunchi

of expenditures in the previous year which had the effect of distorting the underlying trend.
Thus, the comparable. figure for the. financial year 1971-72 was 0.56 per cent. There seems
tittle doubt that the figure for Australia.in 1972 will be higher than that-for 1971, given the
further increases in aid which:have been ptovided‘forin the Budget.

In addition to. volume, increasing emphasis h now also bdn; pluaed on mwmltiono.l
compatisons of the:terms.on which official & n view of
the serious external debt servicing problems which many deveiopin; countries fwe at the
prosent time,

‘Australia’s aid has always been provided on extremely ‘soft’ terms.. Indeed, until & few
years ago n was all given in grant fzim. Barly in: 1970, however, a loan of 820 million on

| ferms was. app d for the A ion. of Papua New' Guinea to- help
finance the construction of a new towmhxp at' Arawa i cc ion with the inville.
copper project. As p c d in this St; a further loan of $3 million wilt
be ""‘the" ini ion in-1972-73.. .

Currently, Australia: ranks first in:the world' with regard’to the terms of'its aid.
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APPENDIX D
"ADMINISTRATIVE COSTS OF AUSTRALIAN AID

The Development Arsistance Committee (DAC) of the
OECD considers the administrative costs »f running aid pro-
grammes to be part of the overall aid effort but, for
practical rearong, hius so far not included such costs in
its stotistics on aid performance.

: The two m~in problems are those of defining the
corts and of separating them from operational costs or
other administrative costs. Inevitably some administrative
costs are included in aid returns where operation of aid
programmes is contracted to specialist organisations. In
Australin'e care, State Government departments, statutory
‘authorities snd privete companies to which aid contracts
are awarded include adninigtrative costs in their invoices
and the whole of the cosbts is charged sgeinst the aid
vote. The practice of Comnaniealth Departments is that
the cocts of preevring porticuler items of equipment are
charged against the 2id vote, but other administrative
corte, such as the costs of plonning and coordinating
projects, normally form part of regular departmental
recurrent and capital sdministrative expenditures.

Tetimntes have bern ma'e of the administrative
corts incurred in 1970/71 by Commonwealth Departments,
including costs charged against the aid vote and costs
Tormire part of regular departmental administrative
cxvenditures. A summary is attached. The figures do not
represent all ~dministrative cortr, ar they exclude costs
of Btate Departments, statutory authorities and private
organisations.

There is no simple means of comparing all the
coste of administering Australia's aid with the costs in-
curred by other countries in respect of their aid programmes,
but Australia wos one of 11 of the 16 members of the
Development Ascistance Committee to caleculate personnel
and travel costs of full time aid staff in 1969, This
survey showed tr~% personnel and travel costs of full
time aid staff in Australia vere equivalent to 2.0 per cent
of the then totnal Australian official -development
arnistance, including 2id to Papua New Guinea. The
personnel and travel costs of the DAC members which pro-
vided information (not Cananda, Italy, Japan, the
Vetherlands aund Portural; and not the United States in
respeet of the PL4B0 programme) averaged 3.5 per cent of
their total official development assistance. In Austiralia's
cise the percentopre rellected a relatively high proportion
of inexpenrive programme aid, principally the grants to
Papun New Guinea and food aid under the International -
Grains Arrangement.

Department of Foreign Affairs,
CAMNBERRA. A.C.T.
Avgust, 1072,
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AUSTRALIAN ATD :
ADMINISTHATIVE COSTS 1970/71

The adisinigtrative costs of Commonwealth Depart-
ments concerned with aid programmes in 1970/71 comprised
the following main items of expenditure :=-

(a) direct and indirect personnel costs of staff
engared full time or part time on aid in
Australias and at overseas missions;

(b) travel costs of such staff;

(c) office mervices (rents, communications,
office requisites, utilities, registry
rervices, libraries, etc.) used by such
ataff,

The adrinistrative costs of Commonwealth Departe
mente involved in 1970/71 in administering capital project
aid, erxcluding Papuz New Guinea, are difficult to egtimate,
but were probably in the region of $1 million. The
administrative costs of Commonwealth Departments involved
in 1970/71 in the sponsored training programmes, excluding
Papun New Guinra, are estimeted to have been $1.7
million; thoze of Commonwealth Departments engaged in
administering the private student programme in 1970/71 are
estimeted to have been about 0.9 million., FExcluding the
administrative césts of Departments concerned with Papua
New Guinea programmes, aid administrative costs in 1970/71
were about $3.5 million, egqurivalent to 6.4 per cent of all
other aid (agdin excluding Papus New Guinea). These
administrative corts, unlike the figures used for the DAC
survey, include office expenses, personnel costs of staff
enpaged port-time on aid and costs overseas.

The total administrative costs of Commonwealth
Departments involved in aid programmes in 1970/71
(including aid to Papua New Guinea) are estimated to have
been ¢ .

Departments. in Australia $6.4 million
Australian Overseas Missions $1.2 million
. Total . $7.6 million

There administra*ive corts, which again are much broader
than thore used in the DAC survey, were equivalent to 4.3
per cent of Australia's of icial development assistance
in 1970/71,
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" APPENDIX E

GLOSSARY -
AAULELS,
ADL B,
KoloAuSe
AR
bilateral

Capxtal progect a1d

cC.C.E. S.
"CL.KiD." cars
BuALCL

Devisa Kredit (D.K,) aid
E.S.F.

P.E.OLI,

¥.ALC.

GJN.P,

hard loans
TiB.R.D.

FO0A.
1WA
infrastructure
Kennedy Round -

" L.D.C.

Marshall Plan
multilateral
O.b.A. -
Programme aid
Point Four
SA.AT.0. aid
soft loans )

South Asia, South. Las¢ Agia - countrxes deflned in ‘these
regions. )

S.C. A B,

R

techniéai‘gésistancq_<
turnkey

Transcript

W .3]“‘.‘}‘ o
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A:A.U.C.S, =~ Australian/Asian University Aid and Co-operation
Scheme began in 1969 on the initiative of Australia to
provide a base for closer co-operation between Australian
universities and those of Indonesia, Malaysia and Singapore.’

A:D.B. - Asian Development Bank was established in August 1966
under an agreement adopted at the second Ministerial
Conference on Asian Economic Co-operation (convened under
the auspices of the United Nations Fconomic Commission for
Asia and the Par East). Its main objective is to promote
investment in the Asian region of public and private capital
for development purposes, particularly in the smaller or
less developed member countries. Australia was a foundation
member .

A.1.A.8. - Australian International Awards Scheme provides some
twenty trauining awards a year for students from countries
which are not covered by other Australian aid programmes.

A-8.P.A.C. - Asian and Pacific Council : A regional organisation
whose members are Australia, the Republic of China, Japan,
the Republic of Korea, Malaysia, New Zealand, the
Philippines, Thailand and Vietnam. Among its activities,
A.5.P.A.C. administers three regional centres:

Food and Fertiliser Technology Centre, Taipei.

Registry of Scientific and Technical Services,
Canberra.

Cultural and Social Centre, Seoul°

The centres specialise in the aspects of economic and social
development of member countries indicated by their titles.

Bilateral - A direct transaction between any two Governments
or agencies is termed a bilateral transaction., A bilateral
aid commitment constitutes an agreement whereby a donor
Government agrees to supply a recipient Government wvith a
specific amount of assistance.

Capital Project Aid ~ The aim of project aid is to provide
finance, equipment. and/or associated services for the
construction of facilities in developing countries which
will, after completion, contribute directly to economic
growth. Such projects may consist of anything from the
provision of equipment only to providing a finished under-
taking which is legally owned by the donor up to the time
when the completed project is formally handed over to the
donor. Joint projects requiring co-operation between donor
and recipient are very common.

C.C.BE.8, = Commonwealth Co—operation in Education Scheme was
introduced in response to. recommendations of the 1959
Commonwealth Education Conference. The Scheme is. a channel
for Australian educational assistance to Commonwealth
countries in Asia, Africa, the Pacific and the Caribbean.
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MC.K.D." Cars -~ Cars whose major components are separated or
"completely knocked down" for shipping and which are
reassembled at their final market.

D.A.C. -~ Development Assistance Committee, one of the specialised
committees of the Orgenisation for Lconomic Co-operation and
Development. Its 17 members have agreed to expand the
aggregate volume of resources made available to less developed
countries and to improve their effectiveness - D.A.C. was
established in 1960 and Australia joined in 1966,

Devisa Kredit (D.K.) aid ~ Indcnesig : D.K. aid is a form of
balance-of-payments support provided by Western donors which,
since 1967, has contributed markedly to the stabilisation of
the Indonesian economy. At the same time, it has also
promoted the expansion of Indonesia's private domestic product~-
ion inasmuch as D.K. funds have been used to import essential
raw materials, machinery and spare parts.

4.8, F. - The Exchange Support Fund for the Khmer Republic came
into being in May 1972. 1t operates in basically the same
way as the F.E.O.F, The Fund is designed both to provide
foreign exchange and to help curb inflationary trends in the
economy. The Khmer Government has been a contributor to the
Fund since its inception. Foreign contributors are Australia,
the U,S., Japan, the United Kingdom, Malaysia, Thailand and
New Zealand.

F.E.0.F., - The Foreign Exchange Operations Fund, Laos, was
established late in 1963 to help stabilise the Laotian
economy. The five donor countries are Australia, the United
Kingdom, France, Japan and the U.S. The Fund sells (and buys)
foreign exchange on the Laotian money market.

F.A.C. - Food Aid Convention. Since 1968/69, most Australian
bilateral food aid has been provided under the Food Aid
Conventions of the International Grains Arrangement and the
1nternational Vheat Agreement (L.W.A.). Australia’s annual
undertaking under the present convention is for a minimum of
225,000 metric tons of grain, e.g., wheat, wheat products or
grains for human consumption. The Food Aid Committee,
composed of representatives of signatories of the Convention,
meets twice a year to review the discharge of obligations.

G.N.P. - Gross National Product is the total value of the factor
costs of production of the goods and services in an economy.

Haord loans - Those loans made at commercial, or near to
commercial, rates.

1.B.R.D. -~ International Bank for Reconstruction and Development

popularly known as the World Bank) was established in July
1944 by the forty-four Allied nations attending the United
Nations Monetary and Financial Conference at Bretton Woods.
The first loans, made, in 1947, were for reconstruction
purposes but with the advent of the Marshall Plan, the I.B.R.D.
turned its attention mainly to development lending. Australia
joined the I.B.R.D. in December 1947,
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1.D.A. - The International Development Association was
established in 1960 as an affiliate of the World Bank to
provide development finance on terms more lenient and
bearing less heavily on the balance of payments of develop-
ing countries than the Bank's loans. Its membership of 108
includes most developed and many developing countries.
Australia has been a member since its inception.

1.W.A. - International Wheat Agreement (See F.A.C. — Food Aid
Convention).

Infrastructure - The network of facilities which enable the
efficient running of a nation's economy and community
services is generally considered to be the "infrastructure”,
which would include road and other transport systems, all
communications systems, water supplies, gas and electricity
supplies., .

Kennedy Hound -~ The Kennedy Round of negotiations under the
General Agreement on Trade and Tariffs (G.A.T.T.) sought
increased international trade through reductions in tariffs
and other barriers to trade to give improved access for
industrial and agricultural products on the world market.

L.b.C. - Less developed countries : The list of less developed
countries was originally compiled by the United Nations and
vas later adopted also by the Development Assistance
Committee. Generally it includes all non-D.A.C. countries
except lceland, Ireland, Luxembourg, New Zealand, - AN
the Union of South Africa, Albania, Bulgaria, Czechoslovakia,
the German Democratic Republic, Hungary, Poland, Romania, e
the U.S.S.R., the Peoples” Republic of China and Kuwait.

Marshall Plgn -~ A plan outlined in 1947 by George Marshall,
former U.S. Secretary of State, in which the U,S5. proposed
to assist in the economic reconstruction of Europe after the
Second World War. The European Recovery Program proposed
in the plan was administered by the Organization for Eurcpean
Economic Co-~operation, with 16 member states. The Communist
bloc did not participate.

Muitilateral -~ A transaction between three or more Governments
or international agenciés is termed a multilateral transact~
ion. A multilateral aid commitment constitutes an agreement
whereby three or more donors assist one or more recipient.
Funds contributed multilaterally are usually administered by
an international aid agency on behalf of contributors.

0.D.A. - "Official development assistance" is defined by the
Development Assistance Committee of the Organisation for
Economic Co-operation and Development as "all official flows
to less: developed countries provided by official agencies,
including state and local governmments, which meet the
following tests:



(¥)

(a) the flows are administered with the promotion of
economic development and welfare of developing
countries as their main objective; and

(b) their financial terms are intended to be concess-
ional in character."

This definition does not include bilateral transactions which
are not concessional or which are primarily export-
facilitating in purpose. Such flows are termed "other
official flows".

Programme gid - Programme aid is a term increasingly used to
describe general financial backing for a recipient government's
domestic expenditures, especially those of a developmental
nature, including the provision of foreign exchange for a
developing country's import programme. %Some examples of
progremme aid schemes are the Devisa Kredit Scheme for
Indonesia, F.E.0.F. for Laos and E.S.F. for the Khmer Republic.)
Bilateral gifts of commodities or semi-processed materials not
directed to a donor's aid projects are also counted as
programme aid.

Apart from serving general development purposes, programme aid
is usually aimed at easing balance-of-payments problems, or at
general economic stabilisation.

Point Four - One of four hasie programmes of the United States
Agricultural Trade Development and Assistance Act of 1954
(P.L. 480) under which surplus American foodstuffs are made
available as aid to developing countries, Title IV provides
for the sale of surplus commodities for dollars, on ten years
supply, on credit terms of up to twenty years.

S.B.A.T.0. aid ~ Article IIT of the Manila Treaty establishing
the South Bast Asian Treaty Organization (S.E.A.T.0.) provides
for signatory countries to co-operate in development assist—
ance for the economic progress and social well-being of its
members. To meet this obligation the Australian Government
introduced its S.E.A.T.0. economic aid programme in 1956,

Soft loans ~ These are loans made on concessional terms which

carry interest rates generally significently lower than
commercial loans.

South Asia and South East Asig

South Asia South East Asig
Afghanistan India Brunei Philippines
Bangladesh Iran Indonesia Singapore
Bhutan Maldive Is. Khmer Repubiié¢ Thailand
Burma Nepal Laos Viet-Nam
Sri Lanka Pakistan Malaysia

Sikkim
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$.C.A.A.P. - The Special Commonwealth African Assistance Plan
“emerged from initiatives taken at the Commonwealth Prime
Ministers Conference in 1960. It provides a framework for

bilateral assistance to the African member countries of the
Commonwealth. Australia provides assistance under the Plan.

S.P.A.P. - The South Pacific Aid Programme was initiated in 1965
by the Australian Government. in recognition of the special
development needs of the South Paclfxc Region.

Technical assistance - Technical assistance consists of training

’ programmes, expert services, research and equipment for
demonstration and training purposes. Some cultural programme
expenditures are also counted by the D.A.C. as technical
assistance, although Australiad has not identified any as aid.

Turnkey - This term describes projects in whic¢h the donor provides
all the equipment, labour and services necessary to complete
the whole project. On completion, the project is then handed
over to the recipient country.

Transeript - This refers to the record of the submzsszons made
to the Committee and the evidence heard in public session..

M F.P. -~ The World Pood Programme is administered by a
“7 Secretariat in Rome responsible t6 an Inter-Governmental
Committée of representatives of 24 governments participating
.in the programme. Each two years the Inter-Governmental
Committee draws up a target level for contributions for its
next two yéars operations.



