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ABSTRACT 

The foreign policy of a state accounts for its activities, 

attitudes and behaviour toward other sovereign political units existing 

in the international communi ty. Historically the pinnacle of 

responsibility for the formation of foreign policy has varied. With the 

advent of democratically elected governments in the western world, this 

responsibili ty has befallen on the elected governing party. In the 

democratic west a newly elected government can theoretically alter the 

foreign policy program inheri ted from previous administrations. In 

actual practice a governing party operates in an environment of 

constraining forces which limit the abili ty of an administration to 

substantially deviate from existing foreign policy. 

This thesis by addressing the formulation of foreign policy, will 

attempt to accomplish two primary objectives. The first is to 

illustrate many of the instrumental forces that playa significant role 

in the formulation of foreign policy. The other is to examine how the 

official development assistance (aDA) programs of three middle powers 

have undergone structural changes in order to reflect the respective 

donor's foreign policy. 

This thesis will concentrate its examination of aDA resource 

transfers during two historical periods. The first stage will consist 

of the years of the First Development Decade 1960-1969, the second the 

iii 



years of the Second Development Decade 1970-1979. These stages were 

selected because they signify the first concerted attempt by the nations 

of the advanced world to transfer development resources to states of the 

emerging world. 
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CHAPTER I 

ODA AND MIDDLE POWER STATES 

International relations must be seen as an examination of how the 

states of the international community interact individually and 

collectively. This field of academic analysis has been complicated by 

two significant global developments. The vast increase in the number of 

sovereign states internationally is one; the other factor is the 

emergence of the United States and the Soviet Union as superpowers. As 

a result of this intricate international mosaic, scholarly writings have 

become overly concerned with the superpowers either individually or how 

they interact with other members of the international community. This 

concentration has resulted in little analysis of how middle and lesser 

powers conduct themselves within the global community. It is the 

primary objective of this thesis to examine and analyse how three 

particular middle powers have responded to one of the most complicated 

issues within the field of international relations. This issue focuses 

on the official development assistance extended by Canada, Australia and 

Sweden to resolve the development dilemma in the emerging world. 

The first problem that must be resolved within this study is to 

determine the difference between a middle power and a super or great 

power. A middle power, unlike super and great powers, does not have the 

ability to project significant power on a global basis. This is not to 

say that some middle power states are not capable of projecting some 
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significant influence on a global basis in particular ways. Any 

defini tions or examination of a middle power must centre around five 

components which determine the amount of power a state can project on a 

global level. These five components are military and industrial 

capacities, national population, resources and technical level of 

achievement. Even though these five traditional components measure the 

varying abUi ties of middle powers to project power on a global basis, 

they ignore some of the unique ways in which a middle power state can 

enhance its prestige and influence internationally. 

One of the means used by some middle powers to enhance their 

status internationally is to actively participate in global debates and 

on deliberating bodies. 1 Such international agencies as the United 

Nations and its various councils, the Commonwealth and other regional 

organizations provide middle powers with the opportunity to be actively 

engaged in the global decision making process. Even though a middle 

power can be involved in various international organizations, its 

ability to project national power on a global basis may be limited by 

the degree of authority it has within these global organizations. 2 

The growing economic caliber of particular middle powers has 

vastly increased their status and influence internationally to the point 

where particular middle powers must be economically ranked as great 

powers. 3 Canada is the best example of a middle pow.er that has 

increased its status and influence internationally as a result of its 

economic capacities in the post war period. Canada obtained an 

unprecedented degree of importance for a middle power in such global 
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economic organizations as the World Bank, the International Monetary Fund 

and the Development Assistance Commi ttee as a result of its economic 

capaci ty. 

A middle power can also enhance its abili ty to participate and 

influence global developments if that state is seen as a significant actor 

wi thin the international communi ty. Tradi tionally the role played by 

Canada in United Nations sponsored peacekeeping forces in the early post 

war period is an example of a state acquiring this type of status in the 

international community. Recent analysts of international relations have 

even suggested that particular middle powers must become the catalyst for 

reform wi thin the international community. 4 Of particular concern for 

middle powers in the future is the abili ty to act as mediators between 

nations of the developed and emerging worlds. The response of middle 

powers to the dilemma of the Third World brings us back to the main 

feature of this analysis, official development assistance. 

Most of the scholary research into official development assistance 

(ODA) has concerned itself wi th how the great powers have attempted to 

resolve the plight of the emerging world. This thesis will examine how 

Canada, Australia and Sweden have responded to the plight of the Third 

World through their respective ODA programs. The time period of this 

analysis will concentrate on the First and Second Development Decades, 

1960-1969 and 1970-1979. This will allow for an examination and analysis 

to determine the consistency or evolutionary developments in the ODA 

programs of these three respective middle powers. 



4 

Before any examination of the aDA issue, there must be an explanation 

of why these particulr middle powers were chosen for the study. Even 

though these three nation states are located in different regions of the 

globe they share several common features. In particular these middle 

powers are economically advanced, have high standards of living and all 

three have achieved prominent levels of technical achievement. It is also 

interesting to note that all three of these states are tied economically 

into larger economic units: Canada's close economic association with the 

United States, Australia's growing ties with Japan and Sweden's trade with 

the European Common Market. Although these middle powers are similar in 

many respects there exist differences between them that has resulted in 

significant variation within their respective aDA programs. 

The economic nature of these three middle powers has also been a 

factor which has affected aDA programs. When discussing the economic 

nature of these states four aspects must be examined. The first is the 

relati ve strength or weakness of each national economy and how this has 

5 effected aDA sponsorship throughout both development decades. This 

analysis must also determine whether these states are resource export 

oriented. If so, it must be determined whether such resource exports have 

been an integral component wi thin the respecti ve national aDA programs. 

The third aspect concerning the economic nature of these donors is to 

determine if they are major trading forces internationally. If any of 

these donors are determined to be significant trading forces, how have 

they used this relative strength to help the plight of the developing· 



5 

world? The final economic feature that must be looked into is to 

determine if any of these states have developed national expertise in 

specific economic areas. If this has in fact been the case, it must be 

determined if such expertise has spilled over into the donors' sponsorship 

of particular development projects. 

Formal membership in an alliance must be viewed as being an 

influential force in molding the foreign policy of any state in the 

international community. This thesis will determine whether alliance 

membership has had any impact on the Canadian, Australian or Swedish aDA 

programs. af particular concern will be to determine whether the 

directional flow of the national aDA programs have been influenced by the 

constraints of formal alliance membership, or whether the process of 

detente has had any impact on these three aDA programs. 

The fiscal and monetary capaci ties of many states in the 

international community have been constrained due to their economic 

dependence on foreign investment capi tal. The dependence on foreign 

capi tal has plagued nations of both the advanced and developing worlds. 

The reliance on foreign investment capital has presented problems for many 

middle powers internationally. 6 It will be necessary to determine if 

Canada, Australia and Sweden have experienced a shortage of domestic 

capital and if so, what the resulting consequences have been for the 

respective national aDA programs. Another economic issue which has 

presented problems for several nations has centred around their balance of 

payment figures. What will be of prime concern is to observe if any of 

these donors has experienced balance of payment difficulties and if so, 
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how has it influenced the shape of the assistance program. 

Certain members of the international community have maintained closer 

relations wi th each other than wi th other members of the international 

community. This relationship is usually based on common historical 

experience, on former colonial ties or because states share similar 

cultures. This analysis will examine whether the aDA programs of these 

three respective donors have been affected by such relations in two ways. 

The first is to examine if cultural, historical or former colonial ties 

determine the directional flow of aDA resources from these three middle 

power states. The second is to determine whether donors have used aDA to 

achieve specific cultural objectives in their own state. 

The geographical location of a state has historically placed certain 

limi tations on that state's foreign policy. 7 This analysis will assess 

whether the geographical location of a donor has had any significant 

impact on its aDA program. In parti cular two aspects of geography's 

impact on aDA will be examined. The first is to determine if the flow of 

development resources from these three donors has been directd to specific 

regions of the emerging world. The other issue to be resolved centres 

around geographical isolation from other major economically advanced 

states. This is a relevant question because it must be determined whether 

Australia, as a result of its location, had been forced to assume specific 

development responsibilities in Its geo-political region. 

ane of the most interesting facets of aDA that this thesis will 
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scrutinize are the domestic goals that a donor attempts to achieve through 

its assistance program. When discussing domestic features of a program 

three specific questions will be raised. The first concerns national 

attitude or opinion toward ODA and the resulting consequences for program 

sponsorship. The second is the degree to which donors structure their ODA 

programs in specific ways to maintain national support. The final question 

is whether these three middle power states have used their assistance 

programs as a means of achieving national political goals. 

One of the common arguments presented concerning development 

assistance is that donors obtain economic benefits from their programs. 8 

If macro or micro economic benefits have indeed been obtained in the case 

of Canada, Australia and Sweden it will be revealed which domestic 

industries have benefited from development assistance contracts. 

Operating an official development assistance program requires a 

bureaucracy. It will be necessary to examine the various assistance 

administrations set up by the three donors. Any examination of the 

assistance bureaucracies must determine whether the state. the private 

sector or chari table organizations were the primary motivating factor 

behind the formation of these assistance administrations. It will also be 

necessary to examine whether these agencies are autonomous or semi-

autonomous organizations. If it is found that these agencies are not 

independent bodies it must be determined to whom they are accountable. 

Finally the budgetary process for the assistance agencies and how these 

agencies allocate resources amongst potential recipient states will be 
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examined. 

The final facet of development assistance that will be explored 

concerns the various complex varieties of assistance which can be extended 

to a recipient state. The bilateral and multilateral assistance extended 

by Canada, Australia and Sweden will be the focus of this section. 9 An 

attempt will be made to illustrate why there has been a reluctance to 

expand multilateral assistance and why bilateral assistance has remained 

consistently tied. Before any of the problematic issues are resolved it 

is first necessary to determine exactly what official development 

comprises. 

Official development assistance must be seen as the transfer of 

resources from rich industrially advanced nations to less developed 

countries. This transfer occurs through capital allocations, the 

provision of technical assistance and the provision of agricultural-

illdustrigL_prodl1cts Qr_ raw materials. Through the provision of such 

assistance, it is theorized that developing states will be able to obtain 

the resources to help alleviate the capital and technological shortages 

that are occurring in the Third World. Through the provision of aDA it is 

theoretically possible to help induce the socio-economic development of 

the emerging world at a quicker rate than would normally be achieved. 

Lester Pearson has described development assistance in the folowing 

manner. 

It is to reduce disparities and remove inequalities. It 
is to help the poorer countries to move, in their own 
way, into the industrial and technological age so that 
the world will not become more and more starkly divided 
between the haves a9~ the have-nots, the privileged and 
the less privileged. 
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Official development assistance must be seen as a stimulant that is 

attempting to reduce the economic inequaliies that exist between 

advanced and developing nations. 

When examining development assistance there are three theoretical 

justifications that attempt to explain why any industrially advanced 

state would maintain an assistance program. These theoretical 

justifications are based on humanitarian grounds, economic 

considerations and on strategic-political grounds. The humani tarian 

justification proposes that advanced states have a moral duty in helping 

to alleviate the human suffering being experienced in the Third World.
11 

As a result of this moral duty advanced states transfer resources in an 

attempt to provide those resources which will encourage social and 

economic progress in the developing world. The economic justification 

for any advanced state maintaining an assistance program is based on two 

central arguments. These propose that official development assistance is 

a useful short term stimulant to a donor's domestic economy and leads, 

in the long run, to increases in trade for the donating country.12 The 

last theoretical justification for aDA is based on the belief that 

advanced states obtain specific strategic political objectives through 

their assistance programs. Closely linked with the strategic political 

considerations of aDA has been the use of assistance as a means of 

maintaining liberal democratic states in the developing wor1d. 13 The 

following chapters will determine which of these theoretical 

justifications have been used by the three middle powers of this study 
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to support their aDA activities. 

Over the last two development decades the resources committed to 

international assistance have increased dramatically. Accompanying this 

growth phenomena has been the rapid increase in government 

administration which has been charged wi th managing the aid programs. 

These two factors have influenced the manner in which assistance 

resources are distributed on a global basis. The distribution of 

development resources can occur along bilateral lines or through 

multilateral agencies. 

The bilateral model describes the distribution of assistance 

between the governments of two states. All details concerning the type 

of aid being transferred and the terms of the assistance agreement are 

agreed upon by donor and recipient governments. In the bilateral 

process there is no role for a third party to act as a mediating force 

between donor and recipient. Bilateral assistance has historically been 

the favoured means of distributing resources to recipient states. In 

1967 bilateral aid accounted for nearly 90 per cent of all official 

~eveloPrnent assistance extended globally. 14 

The other means of distributing development assistance is through 

multilateral organizations. Multilateral aid des~ri})_~s the means by 
... - .. ---------~--,--~ 

which donors pool their resources and allow some international 

administrative authority to distribute these resouces as it sees fit. 

Donors using the multilateral route lose the abili ty to control where 

their resources are committed or what level of assistance is directed to 

specific recipients. The United Nations, its affiliates and regional 
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development banks have been the primary means by which multilateral aid 

has been distributed during the past two development decades. 

A fundamental decision any aid donor has to make is whether to 

adopt an active or a reactive role concerning the distribution of its 

development resources~,.15 Donors who are considered active are extremely 

selective in deciding which nations receive aDA and in evaluating which 

projects in recipient states are going to receive assistance. In direct 

contrast to the active role, a state may follow the reactive route in 

determining how ODA resources are distributed to developing nations. In 

the reactive role a donor merely responds to recipient requests for 

assistance. The reactive donor does not critically evaluate the 

economic situation of the recipient, nor does the reactive donor 

question how particular projects fi t into the economic plan of an 

emerging nation. The following chapters will determine whether Canada, 

Australia and Sweden have been active or reactive donors during the 

First and Second Development Decades. 

Closely associated with the active or reactive roles is the 

question of how a donor allocates resources amongst recipients. 

Recipient nations receive assistance transfers in two distinct forms. 

They can receive assistance in program form or receive assistance flows 

which are allocated for specific projects. 

Program aid describes the general acceptance on the part of a 

donor to transfer resources to a recipient which then decides how such 

resources are to be distributed within the emerging state. The donor 

which uses the program format has no knowledge of which projects will 
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receive these resources. Donors which use the program format also have 

exceedingly little interest in how recipients attempt to resolve their 

economic difficulties. The only prior examination a program donor makes 

about a recipient is that 

The donor studies the development plan of the recipient 
country and satisfies itself that the plan is well 
concei ved and that the administration of the recipient 
government can be trus~~ to apply aid efficiently 
without detailed control. 

Program assistance was used sparingly by donors throughout the sixties 

and seventies. Program sponsorship only achieved some degree of success 

with the formation of the international consortia to assist the 

developing nations of India and Pakistan. 

In contrast to the program form of sponsorship, donors can 

allocate resourc_es ___ along project lines. In the case of project aid a 

recipient asks a donor for assistance in regards to a specific 

development p~~J~ct. The recipient must define the Fr9j~ct to the donor 

and clearly relate how the proposed project will be beneficial to the 

deve].~pment of the recipient. If the donor feels that the project being 

proposed is a rational decision, development resources will be 

allocated for that particular project. The following chapters will 

determine whether the middle powers in this analysis have opted for 

program or project development sponsorship. 

Up to this point, there has been a concern wi th the various 

justifications for aid, the means by which assistance is distributed, 

the role donors can play in the distribution of resources and the 

various methods by which aDA is delivered to a recipient. Yet the most 
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controversial aspect of official development assistance that plagues all 

donors is simply what level of support a donor should maintain for its 
-'- -. - ~. ~, """.,-. 

assistance program. When allocating resources to their program, donors 

are faced with constraints on funding levels. These factors include the 

present economic performance of the donor's economy, present and future 

balance of payment and trade figures and support for the assistance 

program amongst the domestic population. 

Even though nations have been faced with the problem of deciding 

exactly what percentage of GNP should be committed to ODA, there have 

been guidelines established by the international community. These 

guidelines were outlined in the 1969 Pearson Report, Partners in 

Development: Report of the Commision ~ International Development. The 

essential body of the report suggested that "each developed country 

should increase its commi tments of official development assistance to 

the level necessary for net disbursements to reach 0.70 per cent of its 

GNP by 1975, but in no case later than 1980".17 The Pearson Report also 

recommended that "each developed country should increase its resource 

transfers both official and private, to developing countries to a 

minimum of 1 per cent of GNP as rapidly as possible and in no case later 

than 1975".18 Even though these guidelines were recommended, advanced 

states were formally under no obligation to meet the specific target 

levels set in the report. This thesis will address the degree of 

support for ODA Canada, Australia and Sweden have committed themselves 

to and what particular difficulties these nations have experienced in 

attempting to set an equitable percentage of their GNP towards 

development assistance. 
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CHAPTER II 

THE FIRST DEVELOPMENT DECADE 

The period ~~tween 1960 and 1970 was. declared by the United 

Nations and its meIl!per states as the first development decade. It was 

hoped that through an expanded global plan of international assistance 

there would be a serious attempt to resolve many of the socio-economic 

problems of the Third World. Through the expansion of global assistance 

it was hoped that some new world economic order would be achieved 

between advanced and developing nations. It is wi thin this complex 

scenario concerning the economic development of emerging states that ODA 

plays a vital role. 

The 1960s had been a period of uninterrupted economic expansion 

for the major industrial nations of the world. The shattered economies 

of Western Europe had rebuilt their national productive capacity to the 

pOint where they became significant internationally. The national 

economies of Canada and the United States continued to experience steady 

growth and prosperity throughout this period. The one glaring problem 

that threatened to change indirectly the continued economic expansion of 

the major industrial nations was the growing gulf that divided the world 

into advanced and emerging states. It was hoped that this growing gulf 

could be reduced in severity if nations of the advanced world made a 

serious attempt to transfer resources to nations of the Third World. 

Yet the attempt to encourage the socio-economic development of emerging 
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states was limited by the international climate. 

The first and most significant factor 

international system during this period 
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which complicated the 

was the ideological 

confrontation between West and East. This was directly responsible for 

the continued precarious relations between the United States and the 

Soviet Union. The inabili ty of the two superpowers to resolve their 

differences resulted in complicating the foreign policies of many middle 

powers in the international communi ty. As a result of this cautious 

climate internationally, many of the aDA programs of many states failed 

to achieve their potential in emerging states. 

The confrontation in Vietnam was the other issue which complicated 

the international system during the 1960s, not only dividing nations 

along an East/West axis, but even nations of the West into supportive 

and nonsupportive camps. The growing involvement of the United States 

throughout the decade resulted in particular pressure being placed on 

many middle powers of the Western world to support Washington. As a 

result of this American pressure many middle powers were constrained in 

the formation of their foreign policies. Such pressure also resulted in 

placing particular constraints on the aDA programs of states within the 

international communi ty. What will be examined in greater detail in 

this chapter is how the aDA programs of Canada, Australia and Sweden 

functioned within this international system. 
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CANADA 

The most significant aspect concerning aDA is the level of support 

to which a nation commits itself. Canada's record concerning aDA 

sponsorship during the first development decade reflects the growing 

awareness that advanced nations had some responsibility in attempting to 

resolve the problems of the Third World. In the initial years of the 

first development decade Canada only allocated .17 per cent of its GNP 

toward official develo_I?,~ent. assistance. 1 

In fiscal year 1963 the level of aDA support maintained by Canada 

was below the average for countries belonging to the Development 

Assistance Commi ttee (DAC). The average level of DAC support for the 

1963 fiscal year was .36 per cent of GNP. 2 The Canadian program 

increased in size throughout this ten year period until .42 per cent of 

GNP was being committed to aDA in the 1969-1970 fiscal year.3 Table I 

illustrates and compares the actual growth of the Canadian program in 

relation to the aDA programs of other economically advanced states of 

the western world. The statistical evidence indicates that Canada's 

performance during the early half of the first development decade was 

modest for a state as economically advanced as Canada. The explanation 

for this occurence will be analyzed in chapter four. 

A major aDA issue that must be pursued when examining Canadian 

assistance in the 1960s, is to scrutinize the distribution of resources 

through bilateral and multi lateral aid agencies. The distribution of 



Country 

Australia 
Austria 
Belgium 
Canada 
Denmark 
France 
Germany 
Italy 
Japan 
Netherlands 
Norway 
Sweden 
Switzerland 
United Kingdom 
United States 

Total 

TABLE I 

NET FLOW OF OFFICIAL DEVELOPMENT ASSISTANCE TO LESS-DEVELOPED COUNTRIES 
AND MULTILATERAL AGENCIES: 1960-68 

(In Millions of U.S. Dollars) 

1960 1961 1962 1963 1964 1965 . '-906- -,-967- -- - ----r968 

58.9 70.7 73.8 95.9 100.0 118.6 126.1 157.2 159.8 
0.1 2.9 7.0 2.1 11.8 33.8 34.8 28.2 23.0 

101 .0 92.1 69.8 79.7 71.3 101 .6 76 ~ 1 88.8 88.0 
75.2 60.6 34.5 64.9 77 .9 96.5 187.1 197.9 174.7 
5.3 8.1 7.5 8.7 10.1 12.9 21.1 26.0 28.7 

847.3 942.9 976.0 851.7 828.2 752.2 744.8 825.5 855.2 
242.5 322.0 399.8 397 .6 472.9 436.9 439.7 528.1 553.7 
90.9 79.1 93.6 112.9 59.1 80.0 61.9 120.0 165.2 

105.1 107.8 85.3 137.6 115.8 243.7 283.3 384.3 355.2 
35.3 55.9 65.0 37.8 49.2 69.6 93.9 113~5 134.4 
5.2 6.8 6.5 9.9 9.6 11.3 14.1 14.5 25.5 
6.7 8.4 18.5 22.9 32.8 38.1 56.9 59.9 71.4 
3.5 7.9 4.9 6.2 9.2 10.7 1!!.2 13.0 18.8 

407.0 456.8 421.0 414.5 !!93.3 480.6 525.9 498.0 428.0 
2,702.0 2,9!!3.!! 3,271.5 3,627.0 3,611.0 3,570.8 3,599.0 3,599.0 3,347.0 

4,686.0 5, 1 65 .4 5,53!!.7 5,869.4 5,952.2 6,057.3 6,278.9 6,613.9 6,428.6 

Source: Lester B. Pearson, Partners In Development (New York: Praeger, 1969), p. 380. 
\0 
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Canadian assistance through bilateral arrangements and multilateral aid 

agencies must be compared to the distribution of development resources 

in other nations. The striking feature concerning international 

development assistance in the 1960s was that between 85 and 90 per cent 

of aid was transferred bilaterally.5 

In . the early stages of the first development decade Canada 

distributed a significant share of its aDA through multilateral 

agencies. In fact Canada distributed a larger share of its development 

resources through such agencies than might be expected. An examination 

of aDA for 1962 would indicate that of the $50 million distributed by 

Canada, $37.4 millions was through bilateral allotments and $12.8 

million through multilateral agencies. 6 These figures indicate that 

almost one quarter of Canadian assistance was distributed through 

multilateral agencies in 1962. By 1965 the percentage of Canadian aDA 

distributed through multilateral agencies had decreased to 20.34 per 

cent. 7 The percentage of Canadian aDA distributed through multilateral 

agencies would decline further in the 1960s until in 1968, 19.6 per cent 

of aDA resources were distributed through such agenCies. 8 

9rantassistance has traditionally been veiwed by emerging states 

Grant assistance 

increasingly became an integral component wi thin the Canadian program 

In 1962 44 per cent of the assistance extended by 

Canada to emerging states was in the form of grant assistance. 9 The 

prop·ortion of grant assistance wi thin the program would remain constant 

throughout the years 1963-1967. In 1968 there was a major change in the 
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proportional size of development grants within the aDA program. In this 

year Canada increased the usage of grant assistance until grants 

accounted for 75 per cent of Canada's bilateral assistance.
10 

Another means by which an economically advanced state can extend 

assistance to an emerging nation is through the provision of development 

loans. To qualify as an aDA component these loans must be extended to 

emerging states.. on terms substantially below commercial 11 terms. 

Development loans must also have longer maturi ty periods in order to 

provide the recipient a longer repayment schedule than would normally be 

expected in business financing arrangements. 

Canada's performance concerning development assistance loans 

during the 1960s can !:lest be described as evolutionary. Up until the 

fall of 1964 Canada was critically condemned for the manner in which it 

was handling development loans. Canada came under increasing pressure 

from emerging states to change the terms of its development loan 

program. It was pointed out to Canadian aid administrators that 

Canadian development loans charged an excessive rate of interest and 

could not be justifiably considered as development loans. In 1964 

12 Canada was charging an average of 4.7 per cent on development loans. 

This rate represented the third highest interest rate charged to 

developing states amongst aECD and DAC members. Table II illustrates 

exact comparisons for individual donor states. The Canadian government 

in an attempt to reduce the severity of its loan component introduced 

the Development Loan Program in November of 1964. 

The Development Loan Program was to meet specific development 



TABLE II 

AVERAGE FINANCIAL TERMS OF OFFICIAL COMMITMENTS: 

Weighted Average Weighted Average 
Interest Rates (%) Maturity Period 

in Years 

1964 

Australia 

Austria 5.4 

Belgium 3.0 

Canada 4.7 

Denmark 4.0 

France 3.2 

Germany 4.0 

Italy 4.3 

Japan 5.8 

Netherlands 3.9 

Norway 4.5 

Sweden 2.0 

Switzerland 5.0 

United Kingdom 4.1 

United States 2.5 

1968 

5.2 

3.2 

1.1 

0.0 

3.7 

3.9 

4.0 

3.9 

3.9 

2.2 

2.5 

4.9 

1.3 

3.5 

1964 

8.8 

20.8 

25.1 

19.1 

15.6 

18.1 

9.3 

16.0 

24.2 

17 .0 

10.0 

7.5 

14.0 

33.4 

1968 

11.0 

21.9 

24.9 

18.0 

21.2 

9.3 

18.0 

29.7 

23.0 

34.0 

13.5 

24.8 

30.0 

1964 AND 1968 

Weighted 
Average Grace 
Period in Years 

1964 

1.4 

4.5 

4.9 

5.5 

3.1 

4.4 

1.5 

4.5 

3.2 

6.0 

4.5 

2.0 

5.1 

7.7 

1968 

3.0 

3.0 

8.6 

7.0 

0.8 

5.9 

1.0 

5.4 

6.6 

5.5 

9.6 

NA 

6.3 

7.8 

22 

Source: Leter B. Pearson, Partners in Development (New York: 
Praeger, 1969), p.385. 
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objections and to remedy the criticisms concerning Canadian development 

loans. In particular the new loan program was to provide funds at 

interest rates below their actual market value.. The terms of lending 

were to be similar to those of the International Development 

Association, the soft loan division of the IBRD.13 By 1968 the average 

Ott COl f 1 1 1 14 ThO 1n eres rate on anad1an deve opment loans el to • per cent. 1S 

represented the lowest rate charged for development loans amongst donors 

of the western world. Table II differentiates the exact terms 

concerning loans for the major western donors in the 1964 and 1968 

fiscal years. The second major component of the Development Loan 

Program concerned intself wi th revamping the maturi ty terms of loans 

being extended to emerging states. The maturi ty period of Canadian 

loans was extended until in 1968 Canada provided the longest maturity 

period on development loans. 

Another major form of development assistance which was examined in 

the first chapter was commodity assistance. Canada's performance during 

the 1960s concerning commodity assistance must be seen as establishing a 

precedent wi thin the international community. Between 1950 and 1965 

commodi ty assistance accounted for 54 per cent of the Canadian aDA 

program. 15 The bulk of this commodi ty aid was in grant form wi thin the 
, ~ ,--

Canadian program. What was unique about Canadian commodity assistance 

during the period was that industrial raw materials as well as 

agricultural products were included in these development transfers. The 

exact' significance of Canada -deciding to include industrial raw 

materials wi thin its commodi ty assistance will be examined below in 
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chapter four. 

Another component that must be considered when examining aDA is 

technical assistance. Technical assistance "is essential to strengthen 

the administrative, technical and managerial cadres of recipient 

governments and improve their capaCity to plan, co-ordinate and control 

the complicated internal and external factors that govern their economic 

fate".16 Canada's provision of technical assistance was not ini tiated 

during the first development decade but under the Colombo Plan. 17 

During 1964 and 1965 Canada allocated 12.5 per cent of its bilateral 

grant funds to technical assistance. 18 Throughout the 1960s Canada 

distributed the bulk of its technical assistance along bilateral 

lines. 19 This pattern of aid distribution resembled the norm for 

advanced nations maintaining ODA programs wi th a technical assistance 

component. Canada during this period did provide some technical 

assistance through multilateral agencies. The main multilateral agency 

which Canada contributed to was the Uni ted Nations Expanded Technical 

Assistance Program. 

Development assistance can be distributed in program or project 

form. The major differences and objectives of these methods was 

examined in the first chapter. During this period Canada allocated aDA 

resources along project lines. The rationale behind this was that 

Canada was an active ·program donor which wanted to control where and how 

its development resources were used. Apart from support to multilateral 

aid agencies, Canada only extended general program assistance to one 

"~~~':lloPing nation in the 1960s: India received $125 million in soft 



25 

loans from Canada to be used for non-project general development 

20 purposes. 

The be interpreted 
'-~~'--."~~~ .. ~-~.-~'"- •.... --,. ~ .. '. -. ~ 

a program Canadian ODA m~st as program 

conducted by an active donor. Before giving its consent to any 

development project Canada critically evaluated how such a project would 

assist development. During the 19608 Canada allocated on the average 

three per cent of its grant aid to feasibility studies within potential 

recipient states. The one factor which limited Canadian support to any 

particular recipient, no matter how good its development plan, was 

country limitations. Country limi tations were support ceilings which 

were set within the External Aid Office (EAO). These became 

increasingly important wi thin the Canadian ODA program in the 1960s. 

The 1964-1965 fiscal year marked the beginning of a Canadian program 

that was rationally planned on a global basis. This global plan 

included a detailed formulation that outlined the exact funding of all 

recipient states. Up to this point Canada had allocated aid in a 

haphazard manner amongst recipient states. 

A significant factor cleter!l1~l1i12g~_the directional flow of Canadian 

development assistance in the first development decade was Canada's 

association wi th the Commonwealth. The priori ty of the Commoneal th 

wi thin the Canadian assistance program stemmed from Canada's ini tial 

involvement in the Colombo Plan. An examination of recipient allocation 

of Canadian assistance between 1950 to 1966 reveals that 90 per cent of 

all bilateral assistance went to Commonwealth countries. 21 The late 

1960s saw a major change in the recipient direction of Canadian aDA 



26 

This change involved the extension of Canadian development 

resources to the French speaking states of Africa. From a review of the 

literature it is logical to conclude ~hat Canada extended aid to French 

speaking Africa for primarily domestic poli tical 22 reasons. The 

significance of this decision will be examined in greater detail in 

chapter four. 

One of the most crucial elements that has historically influenced 

Canadian politics has been the prime minister and it is no less true in 

the case of the Canadian aDA program. When the first development decade 

was still in its infancy John Diefenbaker was prime minister of Canada. 

The Diefenbaker years were marked by a rejuvenated form of Canadian 

nationalism. The result was a predominant concern for problems that 

directly affected or concerned Canada. It was this mentali ty that was 

directly responsible for Diefenbaker's policies concerning national 

defence and his attempt to reverse the growing Canadian economic 

dependency on the United States. As a result of these priorities the 

Canadi~_n ___ program during the Diefenbaker era was delineated to minor 

importance. This lack of importance is reflected in the fact that 

during the Deifenbaker years, Canada only committed .15 per cent of its 

GNP to development assistance. 23 

When Lester Pearson was elected prime minister in 1963, the nature 

and course of the aDA program altered dramatically. In the five year 

period between 1963 and 1968 the program changed in three important 

ways. The most striking feature concerning the program during -Pearson's ---, .. 

term in office was the increased size of the program. This period saw 
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the national commitment toward assistance increase from .15 per cent to --- ."- --",." "-~ - "'~ 

24 .28 per cent of GNP. Another change wi thin the program during the 

Pearson years was the terms of the assistance extended to recipient 

states. As earlier illustrated there was a major expansion in the 

percentage of assistance extended in grant form wi thin the Canadian 

program during the 1960s. The final changes wi thin the program took 

place in 1964 when Canada introduced soft loans for emerging states and 

expanded resource flows to emerging states of Latin America. 25 

The resignation of Lester Pearson in 1968 marked a dramatic 

turning point in the Canadian assistance program. _Pierre ... J'rtldeau's 

views qn humani tarianism were directly responsible for the continued 

increase in the size of the assistance program. 26 The size of the ODA 

program increased from .28 per cent of GNP in 1968 to .42 per cent of 

GNP in 1970. 27 The ascendency of Trudeau also coincided wi th a maj or 

change in the direction of Canadian sponsorship. The extension of 

Canadian assistance to French speaking Africa was naturally the great 

departure from the pat tern of concentrating sp'onsorship on Commonwealth 

states. 

The Canadian aDA program experienced changes throughout the first 

development decade, but one feature in the program remained constant 

.throughQut the period. 1'l1is constant variable was the.!'equirement of 

tying all bilateral aid. 28 The tying of assistance is a controversial 

issue because it usually increases the recipient cost of such assistance 

29 between 10 and 20 per cent. Chapter four will explain why Canad.a tied 

virtually all bilateral assistance. 
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The administration of the Canadian ODA program during the. 1960s 

underwent two major bureaucratic revisions. The first structural 

revision took place in 1960 and the second in 1968. Each of these 

bureaucratic restructurings reflected the growing size and complexity of 

the Canadian assistance program during this period. 

Prior to 1960, the responsibility for the assistance program was 

shared by three government departments, the Department of External 

Affairs, the Department of Trade and Commerce and the Department of 

Finance. 30 In November of 1960 the administration of the ODA program 

was centralized under an autonomous External Aid Office (EAO). The EAO 

was headed by a Director General who reported to the Secretary of State 

for External Affairs. Funds for maintaining the EAO and its expenditure 

budget were included in the finance estimates for External Affairs. 

The Director General of the EAO was to be assisted in the 

formation of assistance policy by the External Aid Board (EAB). The EAB 

was to be comprised of the Director General and representatives from the 

Bank of Canada and the. Departments of Finance, External Affairs and 

31 Trade_and.CQl)'JIIlerce. The EAB had a purely consul tati ve function in 

that it reviewed all major submissions to cabinet on bilateral aid 

matters. 32 The principle function of the EAB was to harmonize differing 

departmental views concerning aid issues prior to Cabinet meetings. The 

EAB formulated such integral assistance issues as country allocations, 

determined the allocation of each specific type of ODA being extended 

and determined which development projects were to receive capital 

funding. 33 
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The increasing size of the Canadian assistance program throughout 

the 1960s and the growing number of administrative problems wi thin the 

agency, forced the government to reorganize the administration of the 

EAO. The result of the reorganization was the formation of the Canadian 

International Development Agency (CIDA) in 1968. The new administrative 

agency was to have an expanded staff of bureaucrats to handle the 

administrative duties of the ODA program. 

Even though EAO was reorganized and the number of administrators 

increased, there were several administrative similari ties between the 

new agency and the old EAO. One was the semi -autonomous status the 

agency was giyen under the Secretary of State for External Affairs. " The 

head of CIDA was now called President instead of being referred to as 

the Director General. Many of the functions of the CIDA President 

reflected many of the administrative duties of the EAO Director General. 

The President and CIDA were instructed to 

A. to operate and administer Canada's 
assistance program. 

economic 

B. to ensure co-ordination in the operations of other 
departments concerned wi th various aspects of 
development programs. 

C 

D. 

to consult and co-operate 
international organizations 
Canadian voluntay agencies 
countries. 

as appropriate with 
and agencies and wi th 
active in' developing 

to ?O-Ordin~4e Canadian efforts to provide emergency 
asslstance. 

Like the Director General of the EAO, the President of CIDA was to 

be assisted in administrative decisions by a consultative and advisory 



30 

board. This group of advisory assistants was the Canadian International 

Development Board (CIDB). The CrDB was headed by the President of CIDA 

and fellow board members were composed of officials from the Departments 

of External Affairs, Trade and Commerce, Finance and the Bank of 

Canada. 35 

One of the most important factors considered when the Canadian 

International Development Agency was established was to increase the 

effecti veness of Canadian assistance. The effectiveness of assistance 

was to be expanded by gradually weakening the control of the Department 

of Finance over aid spending. 36 crDA was particularly concerned with 

limiting the Department of Finance's ability to control assistance 

dispersements to multilateral aid agencies. 

The ODA program is financed within the general governmental budget 

and presentation of aid expenditure is in Planning Programming Budgeting 

System form. Aid estimates for the upcoming fiscal year go to the 

Standing Committee on External Affairs and National Defence for 

approval. Once the level of assistance has been approved, erDA is given 

the authority to sponsor development projects or contribute to 

multilateral agencies up to this approved level. 

Cabinet extends its control over erDA and its operations through 

the allocation of budget funds fDr the assistance agency. This control 

through the budget is accomplished by having CrDA's funds allocated in 

three specific financial blocs each geared to a specific operational 

function. One bloc of funds is allocated to financing the 

administrati ve costs of the department, another is allocated toward 
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financing the grant assistance component of the program and the final 

bloc is used to finance Canadian loan assistance. 37 Through the 

specific allocation of funds along these three particular avenues 

cabinet is able to have some influence on the character of the aDA 

program and the administrative process within CIDA. 

One of the most unique financial features wi thin CIDA' s 

administration is the issue of non-allocated funds. In most aid 

agencies non-allocated funds at the end of the fiscal year are placed 

back into the general budgetary fund. Canadian aid administrators have 

never encoun tered the problem of carry ing over uncommi t ted funds from 

one fiscal year to another. In 1965 administrators established a 

special account within the Consolidated Revenue Fund which uncommitted 

development funds were deposited. By the 1970-1971 year this special 

account had a balance of $289 million. 38 

The Canadian assistance program during the first development 

decade was continually in a state of flux and undergoing dynamic 

alterations. Some of these changes within the program can be explained 

theoretically as outlined in the first chapter, while other changes must 

be clearly seen as being unique to Canadian circumstances. Was the 

Canadian program unique or did the aDA programs of Australia and Sweden 

experience comparable developments during this period? 



32 

AUSTRALIA 

Australia's development assistance program during the 1960s was 

the most consistent of the three programs. This consistency can be 

partially explained using some of the theoretical aspects examined in 

the first chapter: but these theoretical explanations fail to explain 

some of the unique features within the Australian program. This chapter 

will address the structural and administrative changes in the aDA 

program during this period in order to understand the foreign policy 

objectives of Australia. 

The most unusual features of the Australian program in the 1960s 

was the relative stabUi ty of progam sponsorship. The program in 1961 

commi tted .44 per cent of GNP toward aDA; in 1963 the level had 

increased to .51 per cent and in 1970 the level of sponsorship increased 

to .59 per cent of GNP. 39 The Australian program during this period did 

not experience the dynamic increase in sponsorship as the Canadian 

program. This stabUi ty partially rests on the fact that Australia's 

initial level of funding was substantially higher than the initial level 

sponsored by Canada. 

During the first development decade Australia used its aDA program 

to achieve two major foreign policy objectives: establishing a security 

system for ASI· a, 40 d t· t t th d I t f C . t an rYIng 0 preven e eve opmen 0 ommunlS 

movements in Asian countries. 41 The Australian aDA program contributed 

to regional security by aiding the economic and industrial development 
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of particular nations of the region. In an effort to insti tute some 

type of regional securi ty system, Australia began to establish better 

42 
diplomatic relations with India and Pakistan in the early 1960s. In a 

further at tempt to better relations wi th these two states Australia 

extended ODA resources. The Australian concern for regional security 

resulted in Australian ODA being extended to Indonesia, the Philippines, 
. 4 

Malaysia and Singapore. 3 

During the 1960s almost the entire Australian ODA program 

consisted of grant assistance.
44 As illustrated earlier grant 

assistance is the most favoured form of resource transfer between donor 

and recipient. Such transfers are really outright gifts and grants are 

generally considered the best means of transferring development 

resources to emerging states. Australia's grant assistance during this 

period experienced a high degree of tying. 45 

Throughout the first development decade Australia distributed 90 

per cent of its ODA resources through bilateral agreements. Australia 

preferred bilateral distribution because it reinforced the abili ty of 

the ODA program to achieve political and security objectives. Of prime 

concern to Australian foreign policy makers was the willingness to use 

ODA reSOUl'ces in order to promote a group of stable non-communist states 

46 in the area. It was anticipated that such a development would result 

in "an insti tutionalized communi ty to serve common economic and social 

interests and to provide machinery for dealing with disputes".47 

As mentioned earlier Australian development assistance was 

composed entirely of grant assistance. The largest element within this 
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assistance was outright development grants which allowed emerging states 

to purchase Australian equipment and products required in their 

development process. 

During the early years of the ODA program the Commonwealth was a 

significant force in determining the direction of development assistance 

resource flows. 48 The Australian concern with the Commonwealth resulted 

in India and Pakistan receiving a substantial bulk of Australian 

assistance during the 1950s. Accompanying the Australian desire to 

maintain relations with India and Pakistan was the importance of Papua 

New Guinea in the ODA program. The 1960s marked a major change in the 

direction of Australian development resource flows. Throughout this ten 

year period the percentage of ODA flows directed to Asian Commonwealth 

states declined while the percentage directed to Papua New Guinea 

increased. Table III illustrates this shift in assistance sponsorship 

throughout the first development decade. 

Throughout, the 1960s Australian foreign policy makers were faced 

wi th the growing problem of the Vietnam War. Australia ini tially was 

actively involved and had provided a combat division. As the 

confrontation continued to escalate Australian foreign policy makers 

increasingly questioned Australia's involvement. The resul t of thi s 

evaluation was the decision to gradually withdraw Australian troops from 

the combat theatre. The last remaining Australian "troops were removed 

from Vietnam in December of 1971. As a result of the decision to 

wi thdraw its forces, Australia turned to its ODA program to achieve 

political and security foreign policy objectives in Southeast Asia. As 



TABLE III 

AUSTRALIA'S EXTERNAL AID PROGRAM IN MILLIONS OF AUSTRALIAN DOLLARS 

FISCAL YEAR 56-57 58-59 59-60 60-61 61-62 62-63 63-64 64-65 65-66 68-69 

Papua New Guinea 19.872 27.574 32.664 39.226 45.548 51.050 61.778 66.598 72.600 90.000 

Total Economic Aid 35.26 41.86 51.88 59.48 65.35 75.92 86.39 95.77 107.12 140.00 

Source: G. Greenwood, and N. Harper, eds., Australia In World Affairs (Sydney: Australian Institute of 
International Affairs, 1968), appendix, table 5.: 

w 
U1 
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a result development assistance was extended to Eastern New Guinea, 

Indonesia, the Philippines, Malaysia and Singapore during the remaining 

49 years of the first development decade. 

A unique feature within the program was the extension of 

assistance along project lines. Australia, like Canada, distributed the 

50 vast bulk of its assistance along project lines. Australia favoured 

the project format because it allowed it to determine exactly which 

projects were to receive assistance. There seems to have been an 

underlying belief amongst Australian aid administrators that project 

assistance was also beneficial to nations receiving Australian 

assistance. This was based on the belief that Australia had achieved a 

higher level of knowledge concerning matters crucial to the economic 

development of a nation. 51 Australia was apprehensive about losing 

control of its aDA program. This concern resulted in the development of 

two paradoxes within the aDA program. The first was that Australia only 

distributed 10 per cent of its program resources through multilateral 

agencies. The second was the predominance of the geo-political area of 

Southeast Asia within the assistance program. 

The administrative mechanism maintained by Australia during the 

first development decade reflected the unique nature of the aDA program. 

Australia's aid administration was not a unified collective agency, but 

was divided into two separate indigenous departments. The Department of 

External Affairs was given the bureaucratic task of administering 

Australia's general bilateral and multilateral . 52 asslstance. The 

Department of External Affairs was renamed the Department of Foreign 
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Affairs in 1970. The administration of assistance directed to Papua New 

Guinea was placed in the hands of the Department of Territories, which 

underwent a name change in 1970 and became known as the Department of 

External Territories. The decision to have assistance directed to Papua 

New Guinea under a separate administrative department, reflected the 

importance of this area to Australian foreign policy makers. 

Australian aid administrators like their Canadian counterparts, 

favoured extending assistance along project lines. Australia, like 

Canada, also put the bureaucratic responsibili ty of initiating 

development projects in the hands of prospective recipients. Recipients 

were required to formulate detailed plans concerning each project 

requiring Australian development assistance. An addi tional detailed 

explanation of how the project receiving assistance was to fit into the 

overall national development plan was also required from recipients. 

After the assistance administration received these detailed reports, 

officials would examine and determine whether the proposed project was 

feasible and to determine the level of sponsorship to be extended. 53 

The high level of Australian bureaucratic involvement in development 

projects in recipient states parallels the theoretically active role a 

donor state can play in determining how its aDA resources are to be 

used. 

Australia's development assistance program during the first 

development decade was a program geared to maintaining specific foreign 

policy objectives. Exactly what these objectives were will be examined 

in chapter four. The selection of recipient states and the aDA program 
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during the 1960s fit into a larger scenario concerning Australian 

foreign policy. 
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SWEDEN 

Sweden offers an example of how an ODA program that virtually was 

nonexistent in the early years of the first development decade grew into 

one of the most extensive programs. The Swedish development program was 

influenced by the humanitarian concepts discussed in the first chapter. 

Of the three national ODA programs being investigated, it is the Swedish 

program that presents some of the most unique developments concerning 

international assistance. The evolution of the Swedish program has had 

not only major consequences for recipient states, but has also had a 

major impact in the Swedish nation itself. The most outstanding feature 

of the Swedish program during this period was its constant rate of 

growth in GNP percentage. Table IV illustrates this growth. 

The growth of the Swedish program illustrates the concern that the 

Swedes attributed to this complex issue. Development assistance and 

level of program sponsorship were such prominent issues in Swedish 

politics that in 1968 Sweden promised to raise assistance expenditures 

until they reached one per cent of GNP. What was so radical about this 

decision was that they commi tted themselves to reach this goal in six 

years. This was a major commi tment, considering that in 1968 Sweden 

only had six years of total experience in international development 

assistance. It must also be noted that only Sweden reached the one per 

cent of GNP level of funding as outlined in the Pearson Report amongst 



TABLE IV 

Swedish Development Assistance as a Percentage of GNP 

Fiscal Year 

1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 

Percentage of GNP 

0.12 
o ~ 14 
0.18 
0.19 
0~25 

0.25 
0.28 
0.43 

40 

Source: Steven Arnold, Implementing Development Assistance (Boulder, 
Colorado: Westview, 1982), p.106 



41 

major DAC members. The promotion of aDA to a level of national concern 

in Sweden is a phenomenon which must be explained compared to the 

Canadian and Australian cases. 

ane of the most distinct features which explains the importance 

attributed to international aid within Sweden is that aDA "enjoyed 

support amongst the Swedish population and political parties. 54 anly in 

Sweden did all poli tical parties favour a major expansion of the aDA 

program. The only major aDA issue which divided the parties was the 

question of sponsorship level. Unlike Canada and Australia, Sweden 

publicized its aid program amongst its population and political parties, 

this indirectly resulted in aDA becoming an issue of national and public 

concern. 

The initial name given to the Swedish assistance agency was the 

Agency for International Assistance. It was created in 1962 by 

incorporating several private aid agencies into a collective government 

agency. These included church groups, corporate interests and trade 

union representatives. 55 The representation of virtually all sectors in 

Swedish society in this new administration reflects the concerns and 

importance attached to development assistance amongst the Swedes. The 

situation is in stark contrast to the involvement of similar groups in 

Canada and Australia. Support amongst the Swedish trade unions for aDA 

and for expanding assistance in an at tempt to help Third World States 

industrialize is in stark contrast to the position of unions in Canada 

and Australia. In both of these countries unions were very cautious 

about voicing support for the industrial development of the Third World. 
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The cautiousness stems from the fact that unions in these two countries 

see the economic development of the Third World as an indirect 

employment threat to unionized workers in the industrialized world. In 

Canada and Australia, as a result unions have been very low keyed in 

their support for their respective national aDA programs. 

The Swedish program was among the first aDA programs to focus 

attention on projects aimed at meeting the needs of the poor of emerging 

states. The uppermost concern for Swedish administrators was to 

dispense resources in such a manner that they helped the immediate 

material and living conditions of the national populations of emerging 

states. As a result of this ratiocination in the Swedish program, 

heal th, education, nutri tion and population control programs received 

the bulk of funding. 

The Swedish program must be seen as an international aDA program. 

The international nature of the program is reflected in Sweden's 

extension of assistance to 87 emerging states during the first 

development decade. The recipients were located in all geographical 

areas of the globe and included communist states. Sweden was one of the 

first DAC members to extend development assistance to emerging states of 

the communist world. In 1968 and 1969, Sweden extended aDA resources to 

. 56 
Cuba and North Vietnam. 

Even though humanitarian justifications were influencial in 

explaining the Swedish assistance program, there was one economic factor 

which came into play in the program. The one economic concern that was 

expressed by the Swedes was the continued decline of Swedish exports to 
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emerging countries. 57 Sweden, unlike Canada and Australia, did not tie 

its development assistance to the purchase of Swedish goods 

or services. The refusal of Sweden to tie its aid on humani tarian 

grounds resulted in many recipients accepting Swedish development 

revenues but spending these financial resources in other countries. In 

an attempt to help encourage emerging states to spend Swedish 

development revenues in Sweden, Swedevelop was formed in 1964. 58 

Swedevelop was to be a consortia of Swedish companies and aid 

administrators whose primary objective was to enhance the prestige of 

Swedish industrial firms amongst emerging states. It was intended that 

an enhancement of the Swedish industrial image internationally would 

result in a greater share of Sweden's development funds being spent in 

the nation. Swedevelop was also designed to resolve the problem that 

Swedish firms were not large enough to compete against foreign 

competi tion. These foreign corporations continually undercut Swedish 

firms to win development contracts. 59 It was expected that Swedevelop 

would allow firms to pool their resources and sales efforts, in an 

attempt to come up wi th integrated development offers. Swedish aid 

administrators hoped that Swedevelop would obtain some of the economic 

benefits for Swedish firms that had been usually obtained by tying aDA 

transfers. 

In 1965, the Swedish government decided that a major restructuring 

of its aid administration was required. This was required due to the 

expanding size of the program and its increasing array of functional 

responsibilities. The decision to reorganize the bureaucratic structure 
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of the Agency for International Assistance resulted in a new 

administrati ve agency that was larger in size and more complex in 

nature. This new agency was the Swedish International Development 

Authority (SIDA). 

The new aid agency was attached to the Ministry of Foreign 

Affairs. 60 A particular similarity between SIDA and eIDA was that even 

though both of these administrative agencies were under the control of 

their respective departments for foreign or external affairs, they both 

enjoyed a large degree of autonomy in the formation of aid policy. The 

head of SIDA is known as the Director General, who is appointed for a 

six year term of office by the government. The Director General, 

although considered a senior government official, is not a governmental 

minister. 61 The Director General of SIDA is assisted in conducting 

administrati ve decisions by a group of ten individuals known as The 

Board. Board members are appointed respresentatives of political 

parties, trade unions, industrial corporations and major commercial and 

financial interests. Since the formation of SlDA, the major objective 

for the agency was 

that SIDA was to be only a planning and implementing 
body, not a policy making one; policy was to be 
directed by the Ministry of Foreign Affairs and the 
Ministry of Financ%fnder the ultimate authori ty of the 
Swedish parliament. 

In practice, SlDA steadily increased its administrative independence from 

these two governmental offices during the first development decade. The 

explanation of how SIDA expanded its ability to control Swedish assistance 

policy is attributable to factors in the program. Exactly what these 
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factors were will be examined late in chapter four. 

The budgetary process that has evolved in Sweden reflects the 

importance attached to the development assistance issue, and reflects the 

independence of SIDA within the governmental administrative process. In 

Sweden, there is a long and complex formula that is used to determine 

exactly what budgetary funding the assistance program will require for the 

upcoming year. On the first of each September, SIDA must submit a fiscal 

estimate to the government outlining what level of financing will be 

required for the next fiscal year. The SIDA estimate then is closely 

scrutinized by representatives of the Ministry of Foreign Affairs and of 

the Office for International Development. The examination of the SIDA 

estimate by these two financial watchdogs is limi ted in scope. This 

financial examination is limited because SIDA' s estimates usually range 

around one per cent of Swedish GNP. Since the Swedish parliament, the 

Riksdag, has approved of extending the equivalent of one per cent of GNP 

toward aDA, these financial accountants have not really been able to have 

a major impact on SIDA's budget. Once the budget has cleared the 

examination conducted by representatives from the Ministry of Foreign 

Affairs and Office for International Development, the budget is submitted 

to the Ministry of the Budget which then takes the SIDA budget and co­

ordinates it wi th the estimates of other departmental ministries. The 

Ministry of the Budget then submi ts all the departmental budgets to the 

Swedish parliament on the first of January of each year. 

As soon as the SIDA estimates for the upcoming year have passed this 

stage in the budgetary process, hearings are initiated to examine SIDA's 



46 

commitments to specific development projects in various recipient states. 

These hearings are conducted by the Committee on Foreign Affairs and the 

Director General of SrDA plays a very active role in the hearing 

proceedings. Representatives of the Ministry of Foreign Affairs use the 

hearings to examine the acti vi ties of SrDA and to question the Director 

General on matters concerning assistance policy. These hearings conducted 

by the Committee on Foreign Affairs usually complete their inquiries in 

March which allows the SrDA budget to enter the next budgetary stage. 

This stage is the Parliamentary debates concerning Sweden's aDA program 

and includes the examination of SrDA' s development objectives for the 

upcoming fiscal year. The Parliamentary debates usually run through the 

months of April and May. Once the proposed SIDA budget clears the 

Parliamentary debates a vote is taken to determine whether parliament 

approves of the assistance program. When parliamentary approval has been 

obtained, SIDA is free to administer the assistance program wi thin the 

financial guidelines outlined in the assistance budget. The budgetary 

process that the Swedish development program must go through is much more 

complex then the budgetary format used in either Canada or Australia. 

The multilateral-bilateral split of the Swedish program resembled the 

Australian and Canadian programs during the early and mid years of the 

first development decade. Sweden distributed the bulk of its assistance 

along bilateral project lines and only extended a small percentage of its 

program aid to multilateral agencies. As the Swedish program matured 

through the 1960s, there developed a re-allocation of resources within the 

program. The first change was a dramatic increase in the level of Swedish 
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support extended to multilateral aid agencies. Sweden increased its 

funding toward multilateral agencies to the point where multilateral 

agencies received 30 per cent of Swedish ODA resources in the 1968-1969 

fiscal year.63 

Another development in the Swedish program concerned bilateral 

assistance. Beginning in 1968 Sweden shifted its funding emphasis away 

f . . t 64 rom bllateral project assistance to bilateral program aSS1S ance. The 

Swedes shifted their sponsorship toward the program format for two 

specific reasons. First the Swedes felt that recipients should be 

responsible for carrying out development decisions themselves. There was 

a growing attitude within SIDA that emerging states should make 

development decisions on their own, since they technically knew what their 

particular difficulties were in the development process. Swedish 

officials also believed that program aid would allow recipients greater 

manoeuvrabili ty in responding to development problems in their nations. 

Swedish aid administrators also felt that program assistance would also 

reflect the principal feature of Swedish foreign policy, neutrality. 

Program assistance was to remove the few remaining strings in the Swedish 

assistance program that might make it look as if it was intended to 

achieve foreign policy objectives. 

The 1960s also saw a major change in the direction of Swedish 

sponsorship. During the initial years of the program, Sweden extended 

assistance to a number of emerging states. Between 1965 and 1966 Sweden 

was extending assistance to over eighty emerging states. In 1968, SIOA 

administrators began to realize that Sweden had to concentrate its 
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assistance flows if these flows were to accomplish meaningful results. As 

a consequence Swedish officials decided to concentrate assistance on a 

smaller number of recipient states and concentrate on those states which 

were experiencing the highest level of poverty and the lowest rate of 

development progress. 

The Swedish development assistance program during the 1960s is an 

example of how an economically advanced state can respond to the 

complexi ties of the Third World. In the ini tial years of the first 

development decade, Sweden had an assistance program that was in its 

infancy. What was unique concerning this program was its continued 

growth, as well as the extent of national and political support it 

obtained throughout the decade. The growth in sponsorship and national 

support indicate how important this foreign policy issue was in Sweden. 

Even though Sweden must be seen as a latecomer in providing an aDA 

program, it has set an example for other DAC members and developed states 

to follow. Sweden, unlike Canada and Australia, was not content to follow 

tradi tional ideas and limi tations concerning development assistance. By 

the end of the first development decade Sweden became internationally 

recongized as the evolutionary force in development assistance. 
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CHAPTER III 

THE SECOND DEVELOPMENT DECADE 

The global inabili ty to resolve the problems of the Third World 

during the 19605 increased expectations that these problems would be 

resolved in the second development decade. For emerging states, the 1970s 

held out the hope that many of their glaring social and economic problems 

would either be resolved or reduced in severity. The resolution of these 

problems would allow many emerging states to reduced the gap that divided 

nations between an advanced and developing world. 

Even though development assistance was a prominent foreign policy 

issue, it must be noted that development assistance operated under certain 

international constraints. These constraints indirectly limited the 

ability of the three middle powers being examined, to maintain aDA 

programs free from such restrictions. In the <_sec<md development decade, 

international development i3.ssistance was directly influenced by three key 

international occurrences. 

The first international development that radically altered the nature 

of aDA programs was the process of detente between the United States and 

the Soviet Union .. Detente directly reduced the ideological content of the 

foreign policies of many middle power states. The improved relations 

between East and West had in many instances dramatic and unique 

consequences for the aDA programs of the three middle powers being 
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examined. During the 1970s Canada, Australia and Sweden were able to 

alter many of their tradi tional foreign policy objectives due to the 

improved international climate. This analysis will attempt to illustrate 

how the aDA programs of these three middle powers changed during the 1970s 

as a result of detente. 

Another major development which indirectly had a significant- impact ---- --"--'- .---~.-------~- .=-------.~- -.-~ 

on the aDA programs in the 1970s was the growing complex tty _ of the M~.gdle 

East situation. The Israeli Arab confrontation of 1973 and the resulting 

oil embargo had grave consequences for nations of the advanced and 

emerging worlds j the rapid price escalation of oil on the international 

market. Closely tied to the price increases for oil was the problem of 

future supply. Nations of the advanced world now were forced by 

international events to face the growing realization that oil no longer 

was an abundant energy resource. The rapid price increases for oil and 

the inabili ty.to guarantee future supply altered the aDA programs being 

examined by affecting the economies of their respective national states. 

The final international development which had a significant impact on 

aDA was the economic stagnation of the advanced economies of the world. 

This economic recession coincided with the sharp price escalation for oil 

in the mid and late 1970s. As a result of this global recession, nations 

of the advanced world experienced recurring economic difficulties 

throughout the period. Economic stagnation, high inflation, high levels 

of unemployment and mounting government deficits were the outcome of this 

period. As a result of these economic factors, donor states were forced 

to alter their aDA programs to reflect the realities of the new economic 
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donor states to alter their aDA programs as 
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The_wiJ,.lingD~ss of 

a result of these 

international economic condi tions marked a radical departure from the 

utopian conceptions of the first development decade. The latter half of 

the second development decade illustrated the willingness of advanced 

nations to concentrate their focus of attention on domestic, political and 

in particular economic issues. Development assistance in the second 

development decade deviated from many of the humanitarian principles 

established durin~.the first development decade. 
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CANADA 

The leyel >of Canadian aDA sponsorship during the first half of the 

second development decade maintained the commitment Canada made during the 

1960s. This commitment was to increase the percentage of GNP delegated 

toward international assistance, as Table V shows. The table indicates 

that during the first half of the 1970s Canada continued to increase the 

".---
size of its assistance program. '\ By 1975, Canada commi tted .54 per cent of 

its GNP toward aDA which was a signif icant improvement from the 1961 

fiscal year when .15 per cent of GNP went toward assistance. The .54 

level maintained by Canada in the 1975 fiscal year was still below the .70 

per cent level suggested in Partners in Development which Canada agreed to 

in principle. ) 

/ As illustrated in Table V the level of Canadian aDA sponsorship 

steadily declined throughout the later years of the second development 

decade. By the 1980 fiscal year Canada was maintaining an aDA program in 

GNP terms as it had maintained in 1970.JlThe inability of Canada to expand 

its aDA program during the second development decade must be seen as a 

setback not only for emerging states, but for Canada who had viewed itself 

as being an important force in international assistance. 1 
The direction of Canadian aDA flows in the second development decade 

remained virtually parallel to the lines maintained during the first 

devel()pment decade. (F'or Canada the primary areas of concentration 

continued to b~ ..... th.e._ Commonwealth, French speaking Africa and the 



FISCAL YEAR 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 

TABLE V 

CANADIAN NET DEVELOPMENT ASSISTANCE 

DISBURSEMENTS AS A PERCENTAGE OF GNP 

FUNDING LEVEL 

.40 

.40 

.41 

.42 

.47 

.54 

.46 

.50 

.52 
~46 
.42 
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Source Steven H. Arnold, Implementing Development Assistance (Boulder 
Colorado: Westview, 1982), p. 4. 
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Commonwealth Caribbean. 1 The. only other geo-poli tical area to receive 

significant amounts of Canadian development assistance was .Latin America. 

Latin America presents problems when determining whether the region plays 

a decisive role wi thin the ODA program. One school interprets Canada's 

involvement in Latin America as a Significant and crucial role while the 

other school sees Canada as an insignificant participant in Latin American 

2 development. When discussing ODA flows in this period nine emerging 

states were deSignated as areas of concentration for the Canadian program. 

India, Pakistan, Sri Lanka, Malaysia, Nigeria, Ghana, Tunisia, Cameroon 

and Se!1~gal were th.e._!lli3.in .. beneficiaries of the Canadian program. The one 

other geographical region which received significant flows during the 

second development decade was the Commonwealth Caribbean region. Towards 

the close of the decade Asia absorbed nearly 50 per cent of Canada's 

program, 20.5 per cent was directed to Commonwealth African states, 20.2 

per cent was directed to French speaking nations of Africa, 4.2 per cent 

Caribbean states and 5.2 per cent to Latin America. 3 

During the onset of the second development decade Canada pledged to 

increase its level of support to multilateral aid agencies. Canada 

committed itself to having 25 per cent of its ODA resources distributed 

through multilateral agenCies. 4 An examination of the statistics 

concerning Canada's program in this period indicates that Canada did in 

fact manage to reach this specified goal. 

As examined in chapter two, commodi ty assistance was an integral 

component within the Canadian program. Though commodity assistance 

decreased as a percentage of the program during the late years of the 
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1960s, Canadian aid officials were still interested in extending 

development resources through commodity transfers. 5 Statistics show that 

commodity assistance did remain a relevant component within the Canadian 

program. In fiscal year 1977-1978, Canada transferred $230 million in 

agricultural commodities to emerging states. 6 This figure represents 

almost 21 per cent of the total program for this fiscal year. Canada's 

provision of agricultural products is also a prime means of illustrating 

Canada's desire to distribute a significant share of its development 

assistance resources through multilateral aid agencies. Of the $230 

million of agricultural assistance extended, $97.5 million was distributed 

through multilateral food assistance agenCies. 7 

In an attempt to make the program more conducive to development in 

emerging states, Canada maintained some of the more posi ti ve aspects of 

its program while improving on others. Grants and long term loans 

continued to be important components in the program during the 1970s. 8 

The one area where Canada made considerable progress during this period 

concerned tied assistance. In 1970, Canada committed itself to having at 

least 20 per cent of its bilateral assistance untied during the second 

development decade. Canada became so committed to this goal that in 1975, 

40 per cent of Canadian ODA was untied. 9 This figure represents a 

substantial improvement over the Canadian tendency to virtually tie all 

its bilateral assistance during the first development decade. 

The two areas where Canada failed to make any progress concerned debt 

relief and the opening up of the Canadian market to the exports of 

emerging states. From an examination of the literature pertaining to these 
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issues. it seems that Canada was one of the most reluctant OECD members to 

accommodate these particular needs of emerging states. Concerning the 

issue of debt relief Canada has been adament in its belief that the debts 

of Third World states should not be simply wri tten off. 1 0 The issue of 

debt relief seems to have presented Canadian aid officials and 

governmental officials with a degree of difficulty. Tariff protection and 

import quotas have been the other means by which Canada has failed to 

enhance the development process of the Third World. Canada has not helped 

in the material development of emerging states by limiting their ability 

to sell their manufactured goods in the Canadian market. If emerging 

states could sell more of their domestic production in the Canadian 

market. it would allow them to raise the development revenues which they 

require. The unwillingness on the part of the Canadian government to open 

up the Canadian market to the manufactured goods of the Third World has 

even drawn the criticism of the OECD. The OECD noted that in the 1970s 

Canada was one of the least successful of the Western nations to open up 

its domestic market to goods produced in emerging states. 

The administrative organization and procedure of the Canadian program 

during the 1970s remained virtually unchanged since the incorporation of 

CIDA. The administrative restructuring that did take place in this period 

was primarily concerned wi th encouraging some type of rational policy 

making wi thin the aid bureaucracy. In 1971. CIDA was diviged into four 

administrative branches. These branches concerned themselves with 

assistance policy. multilateral. bilateral and special assistance 

1 1 progams. It was expected that by organizing the acti vi ties of the 
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Canadian program in this manner, Canadian ODA would be more rational and 

efficient. In a further attempt to introduce some variance of a rational 

policy making process in Canada's assistance administration, country book 

evaluation became a normal administrative practice in the period. Country 

books were detailed examinations of the economic situation of the 

recipient and outlined Canada's commitment of funds to date and intended 

future expenditures. 12 Country book studies were designed to provide 

relevant information to CIDA officials in an at tempt to help them make 

rational development decisions. 

In the midst of the 1977 fiscal year, Canada introduced some 

signif~_Cint changes cOl1cerning CIDA' s _spending authori ty. One of these 

fiscal changes dramatically altered one of the most unique features within 

the Canadian program. This feature had been the abili ty of CIDA to 

forward uncommitted funds from one fiscal year to the next. Uncommitted 

assistance revenues at the close of a fiscal year were now to be 

automatically placed back in the general revenue fund. The other fiscal 

alteration which took place in 1977 was the level of assistance the 

Secretary of State for External Affairs could extend without having to get 

Treasury Board approval. In countries with established Canadian 

development projects the limit was set at $3 million and $1 million in 

other countries, food and transfers between $500,000 and $1 million were 

permissible and the level of emergency assistance was raised to 

$250,009,,_13 Expendi ture commi tments over these, amounts required Treasury 

Board exami~Ci_~_i211 __ ~1l~CiPp~()_\Tal: 

During the second ~evelopment decade ()tdinary Canadians and 
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politicans became more aware of the aDA issue and the plight of the Third 
------,-_._-'----._.-_.~._<_.---_.-- --- .. _.-._-

World. This increased awareness was facilitated by the growing coverage 

of the issue in the Canadia.n media and by the international perspectives 

of Pierre Trudeau. It was during the 1970s that development assistance 

became an insti tutionalized and accepted responsibility for the Canadian 

state to be engaged in.. The willingness of Canadians and the Canadian 

government to be engaged in this complex scenario, reflects many of the 

justifications formulated earlier in this investigation as to why an 

economically advanced state would maintain an aDA program. 

The second development decade for the Canadian assistance program was 

not as dynamic or as evolutionary as the first development decade. The 

changes which did occur in this ten year period must be interpreted as 

merely a fine tuning of the administration initiated during the 1960s. 

Perhaps the best means of interpreting Canada's actions in the period is 

to view Canada as a maturing aDA donor state. 
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AUSTRALIA 

During the second development decade the Australian aDA program came 

under some of the same pressures as the Canadian program had encountered. 

Some of these pressures are accountable to international phenomena while 

others must be clearly seen as unique to Australia's geo-political 

location. The issue of national funding toward aDA in the Australian case 

highly resembles the Canadian si tuation during this period. Table VI 

illustrates the percentage of GNP Australia committed to assistance during 

the second development decade. The statistical data indicates that 

Australia's aDA performance was marginally better in the first half of the 

decade than in the second. Australian support of aDA paralleled Canada's 

in that both nations committed a smaller portion of GNP in the last fiscal 

year of the second development decade than in the first year. It is also 

interesting to note that Australia and Canada committed the largest 

percentage of GNP toward aDA in the 1975 fiscal year. 

The directional flow of Australian aDA resources during the second 

development decade remained unchanged from the pattern established during 

the 1960s. The Australian program continued to concentrate its focus of 

attention on Asia and the South Pacific region. This concentration is 

reflected in the emerging states which Australia extended resources to. 

Papua New Guinea, India, Pakistan, Indonesia, Thailand, Malaysia and 

Vietnam were the seven Asian countries which received the bulk of 

Australian assistance. 14 The magnitude of flows directed toward Papua New 
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1970 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 

TABLE VI 

AUSTRALIAN NET DEVELOPMENT ASSISTANCE 
DISBURSEMENTS AS A PERCENTAGE OF GNP 

FUNDING LEVEL 

.59 

.44 

.55 

.60 

.42 

.45 
~55 
~52 

.48 
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Source: Steven H. Arnold, Implementing Development Assistance (Boulder 
Colorado: Westview, 1982), p.4. 
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Guinea is striking. In the 1972-1973 fiscal year Australia contributed 

$220 million Australian toward international assistance. Of this, $145 

million or 65 per cent was directed toward Papua New Guinea. 15 

Australian contributions to multilateral aid agencies throughout the 

first development decade accounted for 10 per cent of the total program. 

Wi th the advent of a Labour government in 1972 there was a serious 

commitment to increase Australia's allocation of resources to multilateral 

aid agenCies. 16 In the 1970-1971 fiscal year Australia distributed 11.5 

per cent of its ODA resources through mulilateral aid agenCies. 17 In the 

1975-1976 fi scal year resource allocations to multilateral agencies had 

increased to 14 per cent of the program. 18 

The greatest similari ty between the first and second development 

decades was the nature of the components which made up the program. In 

the 1970s, Australia continued to distribute its development assistance in 

grant form. Long term low interest development loans never became an 

integral component wi thin the program. Commodi ty assistance remained a 

significant factor within the program during the second development 

decade. The nation to receive the bulk of Australia's commodity 

assistance in this period was Indonesia. 19 In 1973-1974 fiscal year 

Australia made provisions for emerging states to purchase Australian wheat 

on special credi t terms. 20 The Australian decision to provide for such 

agricul tural assistance highly resembles the American use of PL 480 to 

achieve specific foreign policy and domestic economic goals through the 

provision of agricultural commodity assistance. 
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Two areas where Australia failed to improve its performance were the 

areas of tariff reductions for imports from emerging states and the 

insistence of Australia tying bilateral assistance. In 1973 the 

Australian government did reduce tariffs by 25 per cent on imported 

21 manufactured goods. Yet this tariff reduction did not result in any 

significant increase in the imports of manufactured goods from the Third 

World. Only clothing and textile imports to Australia increased as a 

result of the lowered tariff barriers. The Labour government came under 

increasing pressure in 1974 and 1975 to limi t clothing imports in an 

attempt to reverse the decline of the Australian clothing and textile 

industries. Throughout the 1970s, Australia continued to tie the vast 

bulk of its bilateral assistance, justifying tying on the basis that it 

had the right to obtain some indirect economic gains while assisting in 

the development of emerging states. 

In early 1973, the Parliamentary Joint Committee on Foreign Affairs 

examined the administrative procedures of the Austalian aDA program. The 

report of the findings of the commi ttee were highly cri tical of the 

program. The report noted that there was inadequate aid evaluation within 

the assistance administration. 22 The committee also noted that the 

assistance administration was in a tangled state of bureaucratic 

confusion. 23 In response to the findings of the committee the government 

decided to re-organize the assistance administration. The outcome was the 

founding of the Australian Development Assistance Agency (ADAA). The ADAA 

was to be a semiautonomous administrative body that was to be responsible 

for the administration and evaluation of the Australian aDA program. The 
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head of the ADAA was to report and was responsible to the Minister of 

Foreign Affairs. The staff for ADAA was to come from the Foreign Affairs 

Ministry and was to be regarded as a separate agency removed from Foreign 

Affairs. The maj or justification for the creation of ADAA was to 

encourage an efficient assistance administration that rationally examined 

Australian development commitments. 24 

Throughout the second development decade Australia continued to 

dispense the maj ori ty of its assistance bilaterally. Yet there was a 

major change in bilateral assistance in the 1970s. Australia began to 

dispense a greater percentage of its bilateral assistance along program 

lines versus its traditional reliance on project assistance. 25 The 

explanation for this occurrence will be examined later in chapter four. 

The most revolutionary development in the Australian program in the 

1970s was the provision of development resources to communist states in 

1975. North and South Vietnam were the beneficiaries of this decision. 

This must be seen as revolutionary considering Australia's attitude toward 

such regimes in the 1960s. The actual sums involved in the aDA transfers 

to communist states were relatively small. For example, in 1975 $2.5 

million worth of commodi ty assistance was extended to South Vietnam. 26 

The extension of ODA resources to communist states marked a significant 

turning point in Australia's foreign policy. 

The second development decade must be clearly seen in the Australian 

context as not introducing many departures from the assistance pattern 

established in the first development decade. Australia in the 1970s 

merely fine tuned its assistance program and aid administration in 



68 

response to changes in the international and domestic fields. Official 

development assistance remained an integral means of maintaining specific 

foreign policy objectives. 
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SWEDEN 

Of the three national assistance programs examined the Swedish 

program in the 1970s must be clearly seen as being the most idealistic. 

Sweden not only managed to reach the significant plateau of .7 per cent of 

GNP dedicated toward ODA but increased transfers until they accounted for 

nearly one per cent of GNP. Table VII indicates the exact level of 

funding during the second development decade. The only year Sweden failed 

to maintain this sponsorship was in 1980. The drop was due to 

administrative problems in approving commitments for new development 

programs. 

The directional flow of Swedish funds in the 1970s was directed to 

emerging states which "promoted structural change leading to improving 

social and economic equalization". 27 As a result of this policy goal 

twenty emerging states became the focus of Swedish bilateral assistance. 28 

Seven emerging states were designated as front line states during this 

period and absorbed three-quarters of Swedish bilateral assistance. 29 

During the 1970s Sweden also continued to distribute 35 per cent of 

its ODA resources through multilateral agencies: the remaining 65 per 

cent was distributed bilaterally along program. The terms of Swedish 

assistance remained amongst the most generous offered by DAC member 

states. Ninety-nine per cent of Swedish assistance remained in grant form 

with no tying provision included in these grants. 30 A flaw in the Swedish 

program was the meagre size of the technical assistance component. 



FISCAL YEAR 

1970 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 

TABLE VII 

SWEDISH NET DEVELOPMENT ASSISTANCE 
DISBURSEMENT AS A PERCENTAGE OF GNP 

FUNDING LEVEL 

.38 
~56 
.72 
.82 
.82 
.99 
.90 
;94 
.76 
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Source: Steven H. Arnold, Implementing Development Assistance (Boulder 
Colorado~ Westview, 1982), p.4. 
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Throughout the latter half of the decade Sweden devoted between 11 and 15 

per cent of its aDA resources in providing technical assistance. 31 

In 1972, the Parliamentary Commission of the Review of Sweden's 

International Development Co-operation was established. The findings of 

the Commission were published in April of 1977. The report basically 

proposed no maj or changes concerning SIDA or Sweden's overall assi stance 

program. The report did however outline what should be the primary 

objectives of the Swedish program. These objectives formulated that 

Swedish aDA resources should be extended to those emerging states who 

attempted to 

1. encourage the promotion of the growth of resources. 

2. economic and social equalization with a focus on the 
poorest countries and poorest people 

3. to those states attempting to achieve economic and 
political independence 

4. to those ~es 
development. 

that support democratic social 

The Commission also recommended the formation of a public development 

finance corporation which would encourage Swedish private investment in 

emerging states. In 1978, this recommendation gave rise to the Fund for 

Industrial Co-operation with Developing Countries, SWEDFUND. The 

forma~ion of SWEDFUND was also designed to encourage j oint ventures 

between industries in Sweden and developing states. 

The one major administrative change that occurred within SIDA in the 

period was the expansion of the role of SIDA' s overseas Development Co-

operation Offices (DCa's). In the 1960s the DCa's mainly concerned 
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themselves with administering Sweden's involvement in assistance 

sponsorship. This tradi tional role was expanded in the 1970s when the 

Dca's were called upon to help prepare SIDA's country programs as well as 

participate in the preparation and implementation of development 

projects. 33 In 1973, the DCa's became attached to the local Swedish 

embassy and SIDA was given the right to instruct both DCa and embassy on 

development issues. 

In the 1976 election, the Social Democrats, which had retained power 

since 1932, were defeated by a quasi-conservative party. Even though this 

election marked a turning point in Swedish politics, the electoral outcome 

virtually had no impact on the aDA program. The new ruling party quickly 

stated that they would continue to support the assistance policies 

initiated under the Social Democrats. The new government was adamant that 

aDA would continue to receive approximately one per cent of Swedish GNP in 

the future. The change in political leadership thus had no significant 

impact on the program during the second development decade. 

Sweden during the 1970s continued to dispense its aDA resources in a 

manner that reflected its staunch neutrality in the international arena. 

This is reflected in Sweden's extension of development resources to 

communist regimes: Angola, Cuba, Mozambique and Vietnam. The willingness 

on the part of the Swedes to sponsor these emerging states did not deter 

their willingness to continue extending assistance to original reCipients. 

As a result Ethiopia, India, Kenya, Pakistan, Tanzania and Tunisia 

continued to receive Swedish development resources. 

If there was to be one aDA issue in Sweden which illustrated any 
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degree of variance between the two development decades it was the loss of 

optimism. Sweden, as well as other donor states, realized that the 

problems of the developing world were complex and would require 

significant resources and time to resolve. The seventies illustrated that 

the problems of the Third World could not be resolved by rapid infusions 

of resources and capital from the advanced world. If the problems of the 

emerging world were to be resolved, it would require a significant 

investment on the part of donors and recipients for some time to come. 
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CHAPTER IV 

ANALYSIS OF THE ODA PROGRAMS 

The first chapter of this comparative thesis examined the general 

theories of development assistance and the objectives of donor states. 

Chapter two examined the assistance programs maintained by Canada, 

Australia and Sweden during the First Development Decade, 1960-1969. 

Chapter three illustrated the several evolutionary trends experienced in 

the three respecti ve ODA programs during the Second Development Decade, 

1979-1979. The final chapter of the thesis will analyze and explain the 

assistance programs of the three middle powers of the study. Of 

particular interest will be the logic behind the changes within these ODA 

programs between the two development decades. 

The first question that must be resolved is why these three middle 

powers maintain assistance programs. As illustrated earlier there are 

basically three motivating reasons that explicate why an advanced state 

would maintain an assistance program. These three justifications were 

based on international humanitarianism, economic objectives and strategic­

political considerations. 

When international humani tarianism is applied to the ODA issue it 

must be seen as an attempt to improve the living, health, nutritional and 

educational standards of the Third World. Humanitarian considerations 

within the Canadian program illustrate how dynamically the program evolved 

76 
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in this twenty year period. In the early 1960s the Calladian program, 

although it had humanitarian qualities to it, was not primarily influenced 

by humanitarian reasons. As the program matured and grew throughout the 

period the humanitarian principle grew in importance. 1 

The economic justifications of maintaining an assistance program has 

theoretically been an influential force in explaining why an industrially 

advanced state would maintain an ODA program. It is debatable whether 

this economic justification can be applied to Canada in ei ther of the 

development decades. The Canadian assistance program reached a 

sponsorship peak in 1975 when .54 per cent of GNP was commi tted to the 

2 program. This figure is too negligible in economic terms to have any 

significant macro economic impact on the Canadian economy. What will be 

examined later in this chapter are the micro economic benefits that have 

been obtained by particular industries and companies operating in Canada 

as a result of aDA contracts. 

Strategic-political justifications were an integral factor within the 

Canadian progam, particularly in the First Development Decade. The 

decision to extend significant resources to emerging states of the 

Commonwealth ~~flected strategic-poli tical considerations on the part of 

Canada ?::':Ic:l_~_i_d~?'.9:rninistrators. 3 In the 1960s Canada believed that it had 

a particular obligation to assist emerging states of the Commonwealth. As 

a result the vast bulk of Canadian aDA during this period was directed to 

Third World Commonwealth states. 4 The Second Development Decade witnessed 

the second major strategic-poli tical consideration wi thin the Canadian 

program. This was reflected in the decision to extend significant amounts 
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of future Canadian aDA to the nations of Francophone Africa. The decision 

to extend assistance to this geo-ethnic region was based pril1!arily on 

domestic poli t~~a),9x·it.eria. 5 Exactly what these domestic goals were will 

be examined later in this chapter. 

One of the most contested issues concerning the Australian program 

during this twenty year period is the relevance of humani tarian 

considerations. Cri tics state that the primary motivations behind the 

program were strategic-political objectives for the immediate geo-

poli tical area surrounding Australia. 6 The best means of illustrating 

that humanitarian considerations played an integral role in the program is 

that virtually all the bilateral assistance extended was in grant form 

throughout this period. 

Even though humanitarian considerations were an influential factor in 

explaining why Australia maintained an assistance program, the other 

moti vating factors behind the pogram were strategic and poli tical in 

nature. 7 The Australian program, although concerned with the socio-

economic development of the Third World, was expected to achieve two 

specific foreign policy objectives. These foreign policy goals were 

concerned with establishing some type of security system for ASia;8 and 

trying to prevent the development of communist movements in Southeast 

Asia. 9 Through the provision of development resources to selected 

emerging 'states, the Australian program attempted to encourage Asian 

governments to initiate economic and social reforms.
10 

An examination of Australian assistance refutes the economic 

justification for an advanced state maintaining an aDA program. 
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Australia, like Canada, did obtain some short term micro-economic benefits 

from the tying of its assistance. These were of a short duration and 

really were unable to influence the economic performance of the Australian 

economy due to the limi ted size of the aDA program. The benefi ts that 

were obtained by Australian industry as a result of aDA contracts will be 

examined later in this chapter. 

af the three national aDA programs examined in this analysis it is 

the Swedish program that must be seen as being strongly influenced by the 

humanitarian concepts of assistance. The Swedish program has continually 

avoided many of the short term pOli tical and economic limi tations that 

were examined within the Canadian and Australian programs. The level of 

program sponsorship, the generous terms of assistance extended and the 

concentration on the poorest and most underdeveloped states of the Third 

World reflect the humanitarian motivation behind the Swedish program. 

The strategic poli tical rationale cannot be justifiably applied to 

Sweden. Sweden, in contrast to Australia and Canada, was never motivated 

by poli tical factors while it conducted its assistance program. It is 

this unique quality within the program that resulted in assistance being 

extended to emerging states throughout the world regardless of their 

political affiliation or ideOIOgy.11 

Throughout both development decades Sweden maintained an assistance 

program that has resulted in no macro or micro benefits for the nation. 

Swedish aDA, unlike that of Canada and Australia, was never tied, thus 

eliminating virtually any economic justification or maintaining an 

assistance program. af all DAC members Sweden has always been ci ted as 
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the single donor who obtained no economic advantages from its provision of 

official development assistance. 12 

Even though Sweden throughout both decades obtained virtually nothing 

economically from its assistance program, there were two recent 

developments that might indicate that this situation may be changing. The 

first indication that Sweden may be looking for some economic benefi ts 

from its assistance program became evident wi th the formation of SWEDFUND 

in 1978. 13 The exact significance and functions of SWEDFUND were outlined 

in chapter three of this analysis. The second indication that Sweden may 

be attempting to obtain economic benefi ts from its aDA program is to 

examine the allocation of resources to the industrial mining and 

construction sector of its program. In the last three years of the Second 

Development Decade this particular assistance sector received a 

significant increase in sponsorship. In 1978 this sector received 18.6 

per cent of all Swedish assistance, in 1979 the level of sponsorship was 

increased to 24 per cent and in 1980 this sector received 46.8 per cent of 

all Swedish flows. 1 4 It is too early to determine whether Sweden will 

perhaps alter the terms or concentration of its assistance in the future 

in an attempt to obtain micro economic benefits for its national economy. 

Any comparative analysis of development assistance must closely 

scrutinize the level of national support dedicated to this international 

i~sue. The level of Canadian sponsorship for the aDA program during the 

two development decades warrants detailed analysis. Of particular concern 

will be the explanation' of why Canada maintained a conservative program 

during the early and middle years of the First Development Decade. 
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In the initial years of the period_.tl'Le Canadian government maint.Cl.Jn~Q _ 

that aDA was primarily the responsibili ty of other states in the 

international community. During this period Canada viewed its 

international peacekeeping duties as its primary foreign policy 

responsi bEity:: 15 As a result of this rationale the Canadian assistance 

program was one of the lowest funded progams amongst nations of the 

advanced world. During the 1960s Canada was also reluctant to expand its 

level of aDA sponsorship because it viewed itself as a capital-importing 

The later years of the First Development Decade and the Second 

Development Decade saw an expansion in the sponsorship level of the 

Canadian program. The international philosophies of Lester Pearson and 

Pierre Trudeau were directly responsible for encouraging Canada to commit 
-'. - . '.~ , 

a larger share of its GNP towards assistance. Closely linked to the 

pOli tical leadership ~factor was the growing familiarity amongst Canadians 

a~out the development dilemma of the Third World. Canadians in the 1970s 

realized that Canada had a moral responsibility in attempting to resolve 

the problems of emerging states. During this period Canada became aware 

that it had an important role in the events and acti vi ties of the 

international community as a middle power. This comprehension also 

extended into the aDA issue which indiFectly encouraged Canada to support 

an expanded assistance program. The final element which encouraged Canada 

to expand its program was the realization that Canada was a major economic 

force internationally. Due to Canada's economic capacities it was seen as 
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appropriate that it should sponsor a program that reflected the economic 

position of the Canadian state. The decline in program sponsorship in the 

latter half of the Second Development Decade must not be interpreted as a 

withdrawal of Canadian support for international assistance. This decline 

was accountable to administrative problems and capaci ty difficulties in 

the Canadian assistance bureaucracy.16 

The unique feature concerning the Australian development assi stance 

program was the relative stability of sponsorship throughout both 

development decades. Compared to the Canadian and Swedish programs, the 

Australian program over the period never experienced significant increases 

in program sponsorship. This consistency in sponsorship can be explained 

by one major argument. This is that Australia's initial level of program 

funding was substantially high in relation to other DAC members. Since 

the initial level of funding was at a much higher level of GNP, Australia 

did not require the vast increase in order to conduct a reasonably funded 

ODA progam. 17 

Australian officials and aid administrators note that the relative 

stabili ty of sponsorhip in the program reflects Australia's economic 

inability to sponsor an expanded program. Officials noted that Australia 

was a capital importing state and any expansion of the ODA program would 

drain development funds away from the domestic economy. The allocation of 

addi tional funds toward ODA would create recessionary pressures wi thin 

Australia. 18 It is a combination of these explanations that has 

continually been presented by Australian officials in explaining why 

sponsorship had not been substantially increased in the twenty year period 
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of this analysis. 

Of the three national programs being examined only one achieved the 

degree of sponsorship as prescribed by Lester Pearson in Partners In 

Development. In 1961 Sweden directed only .06 per cent of its GNP toward 

ODA. Through increases in sponsorship Sweden was able to direct 1.0 per 

cent of its GNP to assistance in the 1975-1976 fiscal year.19 The level 

of support directed toward ODA since the mid 1970s has earned Sweden the 

reputation of being the most generous contributor amongst donors of the 

Development Assistance Committee. Sweden has also enshrined the principle 

of allocating one per cent of its GNP toward international assistance 

wi,thin the national budgetary process. This budgetary commi tment will 

ensure that future governments no matter what their political affiliation, 

will continue to commit this level of support to the national program. 

As outlined in the first chapter, there are basically two approaches 

that a donor can take concerning the distribution of its assistance 

resources. Development resources can be distributed along the format 

endorsed by active donors or along the lines favoured by reactive donors. 

Of the three middle powers examined in this analysis, J&Jl~da must be 

clearly._~e~~,,~.sbeJ.ng . the. most active dOlJor state., This is b",sed ,on five 

particular developments in the program over the twenty year period. The 

first indication that Canada was an active donor is evident in that it 

distributed the vast bulk of its bilateral assistance along project lines. 

Closely associated wi th this decision was the insistence of evaluating 

each develoment projeqt before commi tting any aDA resources to the 

project. The Canadian examination of proposed projects did not stop at 
,"~~'." ,~-'" .. -.. -~ ~-'-
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this stage. Canadian assistance administrators then evaluated the overall 

national development plan of the respective recipient to determine how any 

proposed project would fit into the overall national plan. The active 

role Canada played in evaluating and supervising development projects in 

recipient states did not terminate at this stage. As illustrated in the 

second and third chapters Canada used commodity assistance to help raise 

development funds in recipient states. Canadian aid administrators 

continually kept a watchful eye on the governments of recipient states to 

ensure themselves that these funds were commi tted to aDA projects. The 

final example of the active role maintained by Canada during the period 

was the use of Country Program Booklets by assistance administrators. 

These allowed Canadian administrators to record and evaluate the progress 

of each emerging state receiving Canadian development resources. 

Throughout both development decades Australia like Canada was very 

particular how its development resources were used. This concern resulted 

in the bulk of Australian assistance being distributed along project 

lines. Even though Australia must be clearly seen as an active donor, its 

rate of activity within recipient states cannot match the rate maintained 

by Canada. Administrators of the Australian program maintained the 

theoretically active role in the program for a specific reason. Australia 

by being an active donor, ensured that its aDA program achieved specific 

political and security objectives. af prime concern to Australian foreign 

policy makers was the concern that its aDA resources would promote a group 

of stable democratic states in Southeast Asia. 20 By remaining an active 

donor Australia ensured that its aDA resources were used to achieve these 
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policy objectives. 

Sweden, in contrast to Canada and Australia, must be seen as a 

reactive donor throughout the 1960s and particularly in the 1970s. The 

reacti ve nature of the Swedish program is illustrated by two unique 

developments in the program. The most striking evidence supporting this 

argument is that Sweden distributed its assistance along program lines. 

This is in contrast to the Canadian and Australian approaches concerning 

the distribution of their aDA resources. The reactive role of the Swedish 

assistance administration is also evident in the lack of critical 

evaluation conducted by the Swedes when extending assistance resources. 

The Swedish aid administration never ini tiated a complicated evaluation 

process to determine whether a particular development project was a 

rational decision on behalf of the recipient. Swedish officials felt that 

such an evaluation would be a violation of Sweden's stance of neutrality 

and that recipients must bear the responsibility for their own development 

decisions. 

Chapters two and three illustrated that all three middle powers of 

this compartive analysis distributed the bulk of their aDA along bilateral 

lines. Of the three national programs of the study it is the Canadian 

program which has made a serious at tempt to channel more assistance 
. lv,'!;' I~{J" 

through multilateral agencies.) In the 1980 fiscal year Canada distributed 

38 per cent of its total program through international agencies,21 

compared to 25 per cent in 1970. 22 Sweden distributed 26 per cent of its 

total program multilaterally in 1980,23 while Australia managed to 

distribute 27 per cent multilaterally in 1980. 24 All three donors have 
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been reluctant to distribute the majority of their aDA multilaterally for 

ei ther of two basic reasons. The first involves the donors quest for 

maintaining control of its aDA flows by selecting specific recipients and 

determining the funding level for each recipient. The other strategic 

reason why Canada and Australia favour bilateral assistance is that aid 

extended along these lines allows donors to include tying provisions if 

they so desire. 

The issue of tied bilateral assistance also raises the contentious 

dilemma of observing the micro-economic benefi ts that particular 

industries have obtained through aDA contracts. Critics of tied bilateral 

assistance propose that the selection of development projects by 

assistance administrations, is an at tempt to bolster the econmic 

performance of particular economic sectors or industries of the donor'S 

economy. 25 From the information compiled in this analysis this critical 

interpretation cannot be applied to the Canadian or Australian programs. 

Both nations throughout both development decades allowed recipients to 

determine how the tied bilateal aid being extended was to be disposed of. 

The concentration of aDA contracts going to particular economic sectors of 

these national economies is not the result of tied bilateal assistance, 

but the consequence of the national expertise that has become associated 

with these countries internationally. Throughout this period Canada 

acquired an international reputation for possessing technological 

expertise in the production of hydro-electric energy, mining and rail 

transportation. Australia during the 196as and 1970s was regarded as an 

industrially advanced nation specializing in administrative procedures, 
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communication systems and transportation technology. Even the Swedes came 

to be regarded as leading authori ties concerning hydro-electric 

production, medical sciences, pharmaceutics and educational training. 

Many Third World nations approached Canada, Australia or Sweden for 

assistance in these respective fields in order to take advantage of the 

knowledge that has been compiled in these advanced nations. The 

concentration of donor assistance along these avenues of specialization 

merely reflected the requests of recipients to extend aDA in these areas, 

not the result of tied bilateral assistance on the part of the donors. 

De_v~~()pIIIE3Dt a§sistance programs.ano..gJd. administr'.ations, like any 

governm~.ntal._d~p.grt.msmt __ Qr poJ,icy ar.ea •.. operate under particular national ______ ---.v 

constraints. The first of these has been the national attitude toward aDA 

in the respective donor states. In all three of the cases of this 

analysis it was found that all poli tical parties and the overwhelming 

majority of the electorate, support the principle of transferring 

resources to the Elmerging world. The only time governments have come 

under pressure to limit assistance expenditures has historically been when 

recessionary pressures have been experienced in respective donor 

economies. 

Assistance administrations in donor states have structured theirODA. 

programs in _ unique manners in or~er to reduce the P9S§ibl~ criticism of 

transferring resources to the Third World. Canada and Aust.eal-iathrough 

the provision of assistance along project lines, have used project 

identification as a means of maintaining national support for their aDA 

programs. Project identification allows aid administrators to illustrate 
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to their national populations and political parties what assistance 

resources have accomplished in the various recipient client states. 26 

Sweden has never really utilized project identification in its aDA 

program. This is mainly attributable to the fact that Sweden allocates 

the vast bulk of its aDA along program lines, compared to the Canadian and 

Australian reliance on project sponsorship. 

Another structural method employed by assistance administrations to 

maintain national support for aDA expenditures was to tie bilateal 

assistance. The tying provision ensured that the revenues allocated to 

aDA were spent by recipients in the donors domestic economy. The tying 

provision has been used by aid administrations and government officials to 

counteract the poss~1:>J~_.~J1~gatiQ(ls to.at r~qJpie.nt.~ .. w~re acquiring capi tal 

allocations andn()~.TE3cyc1.ing them in the. donor ' s economy. Canadian and 

Australian officials throughout the period of this analysis believed that 

the tying provision ensured that their aDA expenditures would be recycled 

wi thin their national economies. The recycling of aDA revenues in the 

domestic economies reduced the anxiety of aid administators that their 

administrative practices and funding levels may come under attack, if 

recipients failed to channel back intended financial donations. 

Chapters two and three illustrated that Sweden refused to tie its 

bilateral assistance throughout both development decades. As a result of 

this administrative practice Swedish aid "administrators and the aDA pogram 

came under increasing pressure in the mid 1970s to ensure that Swedish 

funds were recycled in the national economy. In response to this growing 

problem and criticisms of SIDA's administrative practices, the government 
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introduced SWEDFUND. SWEDFUND was an attempt to encourage joint ventures 

between industries operating in Sweden and those in developing states. 

Through these joint ventures it was expected that emerging states would be 

encouraged to acquire Swedish technology and manufactured goods. Such a 

development would help ensure that funds extended would in fact be 

recycled in the Swedish economy, thus removing some of the recent 

pressures being experienced by both SrDA and government departments. The 

test of time will reveal if Sweden has managed to resolve this problem in 

its program without having to resort to tied bilateral assistance. 

One of the most interesting features concerning the directional flow 

of sponsorship in this period concerns the Canadian decis~on to extend 

assistance to Francophone Africa. The Canadian decision to extend aDA to 

this region reflects how an assistance program can be used by a donor to 

achieve domestic and external poli tical objectives. The first of these-

objectives was to illustrate to the international community the bicultural 

nature of the Canadian nation. 27 The other political objective of the aDA 

program during the period was to counteract Quebec's aspirations for a 

direct and official role in "la Francophonie Africaine". 28 Canadian 

officials were concerned that Quebec, as a result of Canada's aid 

concentration on Commonwealth states, might ini. tia te a prov incial aDA 

program of its own. The extension of significant resources to Francophone 

Africa was a convenient means of defusing this issue between Quebec and 

Ottawa. 

Geographical location wi thin the global communi ty has also been an 

influential factor in determining the directional flow of Australian 
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resources. Australia's geographical location in the developing region of 

Southeast Asia has increased the geo-political responsibilities of 

Australia in the region. 29 As a result of these regional responsibilities 

Australia has continually concentrated the bulk of its ODA program amongst 

developing nations of Southeast Asia. This also explains why Australia 

has committed such a significant share of its aDA resources to Papua New 

Guinea. Since the mid-1970s Australia has become increasingly concerned 

with the growing presence of the Soviet Union in Southeast Asia. 

Assistance administrators have used the Australian program as a means of 

checking this growing Soviet involvement in this region. 

The Second Development Decade wi tnessed an important directional 

response in the Swedish and Canadian assistance programs. This was the 

decision on behalf of both donors to increase resource flows to the least 

developed states of Africa. The decision reveals that both states are 

willing to redirect and re-evaluate their aDA programs in response to 

global development requirements. It is the adaptabili ty of the ODA 

programs of these two middle powers that may act as a catalyst 

internationally to encourage other donors to increase the flexibility of 

their assistance programs. 30 

Alliance membership and detente have had an important effect on two 

of the national programs examined in this analysis. In the 1960s Canada 

and Australia did not extend ODA resources to communist states of the 

emerging world. Australia's foreign policy throughout the First 

Development Decade was adamantly anti -communist and this resulted in 

Australia becoming actively engaged in the Vietnam War. In the 1960s, 
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Canada conducted regular relations wi th communist states, yet remained 

reluctant to improve or expand contacts beyond this point. Both Australia 

and Canada were limited in the direction their foreign pol!cies and aDA 

programs could take toward states of the communist world as a result of 

Detente between the United States and the Soviet Union in the 1970s 

reduced the hardline posture of many national foreign policies. The 

easing of tensions between East and West also had an impact on the 

directional flow of aDA programs globally. It was during this period of 

improved international relations that both Canada and Australia began to 

extend aDA resources to emerging states with communists governments. In 

the Australian case the advant of a Labour government as well as detente 

are factors that explain the extension of aDA resources to communist 

states of Southeast Asia. 31 

Throughout this twenty year period Sweden remained a neutral non-

aligned state in the international communi ty. As a result, Swedish 

foreign policy and the aDA program were not hampered by alliance 

commitments or radically altered as a result of detente. In the 1960s 

Sweden did not extend any appreciable amount of aid to emerging states of 

the communist world. During this period the program was still too small 

in terms of fiscal capaci ty to include such developing states. As the 

program increased in terms of GNP sponsorship, SIDA began to extend 

assistance to new recipient states. Among these new recipients in the 

early 1970s were North Vietnam and Cuba who began to receive assistance in 

1971.32 
The Swedish assistance program never really experienced the 
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pressures of alliance membership in determining the directional flow of 

its ODA program. The only factor which has determined the number of 

recipient states the Swedes could extend assistance to was the fiscal 

limitation of SlDA's budget. Political affiliation and ideology were never 

cri tical factors in determining if a developing state was eligible for 

Swedish development assistance. 

Chapter one illustrated that the economic capacities of some middle 

powers have increased dramatically in the post war era. The economic 

capacities of many middle power states has enhanced their ability to act 

and mediate in economic issues on a global level. Yet the willingness of 

Canada, Australia and Sweden to use their national economies to assist the 

development of the Third World throughout both development decades has 

remained cautious. All three nations continue to impose import duties on 

manufactured goods produced in the Third World in order to protect 

domestic industries. The continued imposition of tariffs by these three 

states must be seen as detrimental to global development. Throughout the 

late 1970s the average tariff level imposed on manufactured goods from the 

Third World averaged 6.6 per cent for Sweden, 10.2 per cent for Canada and 

21.0 per cent for Australia. 33 The Swedes in the 19705 have been more 

willing to open their national market up to the exports of the Third 

World. Yet the Swedes have been unwilling to remove the remaining 

barriers in order to ensure that the national economy is protected from an 

unrestricted flow of manufactured goods from the emerging world. 

Canada and Australia have maintained higher tariff levels in order to 

protect inefficient industries operating wi thin their national borders. 
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Tariff barriers have been used by both national governments as a means of 

protecting their respective textile and clothing industries from 

inexpensive imports from the Third World. Australia has maintained 

tariffs on manufactured goods in an attempt to slow the steady decline of 

its manufacturing sector. In the last seventeen years the Australian 

manufacturing sector has declined 8.3 per cent in terms of gross domestic 

product. 34 In the 1976-1977 fiscal year the Canadian government, in an 

attempt to aid its textile and clothing industries, overrode its 

international obligations under the Multi-fibre Agreement, by imposing 

global quotas on all imported clothing and textiles. 35 It is evident that 

all three of these donors have been reluctant to open up their national 

markets to Third World imports if such an occurrence will jeopardize 

domestic industries and employment levels. 

Throughout the 1960s and 1970s Canada's and Australia's economic 

trade remained heavily dependent on the export of primary commodi ties. 

The ability of both of these states to produce surplus agricultural and 

industrial commodities also had a significant impact on their respective 

aDA programs. Commodity assistance remained an integral component within 

the Canadian and Australian programs thoughout both development decades. 

Commodity assistance is an issue which raises substantial debate 

concerning the effectiveness of such development assistance. Critics of 

commodity asistance argue that the disposal of commodity surpluses 

depresses both the international and local recipient markets for the 

d t b · t f d b t d d' . t 36 pro uc s elng .. rans erre e ween onor an reClplen. Opponents of 

commodi ty assistance have also been vocal in suggesting that surplus 
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commodity transfers widen the gap between the real value and the nominal 

value of an assistance program. 37 

In order to avoid these criticisms CIDA placed certain qualifications 

on Canadian commodity assistance. Canadian assistance administrators 

noted that any commodity assistance extended by Canada was to be only on a 

short term basis. The time provision was expected to avoid the dilemma of 

providing commodity assistance on a long term basis as experienced by the 

United States under PL 480. The most unique aspect of Canada's commodity 

aid in this twenty year period was the inclusion of industrial materials 

in its ODA transfers. In the 1960s, fifty per cent of Canadian commodity 

assistance was composed of industrial elements. 38 The justification of 

providing industrial materials was based primarily on two concepts wi thin 

CIDA. 

The first justification to support commodi ty assistance was that 

Canada only supplied emerging states with those industrial commodi ties 

which were in short supply in their national boundaries. 39 The provision 

of scarce industrial goods eliminated the need for emerging states in this 

supply si tuation to purchase commodities on the international market, 

resulting in a further drain on their domestic and foreign currency 

reserves and a decline in their growth rate. Canada also provided 

industrial elements because such aid would help maintain employment in 

. . t t t 40 reClplen s a es. Canadian administrators felt that one of the most 

important achievements that emerging states must obtain was full or near 

full employment, to encourage further economic investment and directly 

stimulate the development process. 
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Throughout both development decades, Australia maintained a commodity 

assistance component in its aDA program. The major contrast between 

Australian and Canadian commodi ty transfers during this period was the 

predominance of wheat and wheat flour in the Australian program. In the 

concluding years of the Second Development Decade, Australia was willing 

to provide between 250,000-400,000 tons of wheat and flour to developing 

states experiencing food shortages. 41 Australian food assistance has 

tradi tionally been extended on a year to year basis. Australian aid 

administators like their Canadian counterparts have been reluctant to 

enter into long term commodi ty agreements with emerging states. It has 

been a long standing belief in the aid department that year to year food 

commodity agreements encourage developing states to improve their domestic 

agricultural productive capaci ties, thus eliminating the need to import 

foodstuffs. A unique feature about the commodity aid extended by 

Australia was the extension of such assistance along program lines. 

Any analysis of development assistance must explain why donor states 

have channeled substantial levels of aid to particular recipients. The 

importance of India in the Canadian program and the flow of Australian 

resources to Papua New Guinea warrants explanation. During the 1960s and 

the early 1970s India was the largest recipient of assistance in the 

Canadian program. The administrative justification for extending a high 

level of assistance to India was founded on four basic principles. In 

particular Canada's shared colonial experiences with India and later their 

common membership in the Commonwealth laid the founations for close 

relations between the two nations. As a result of Canada's membership in 
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the Commonwealth, it felt it had a major commitment to extend assistance 

to developing nations of the Commonwealth. Closely associated with this 

concept of responsiblity was the level of poverty, high rate of 

malnutrition and the desparate Indian need for assistance that account for 

the high levels of aid extended by Canada. 

The importance of Papau New Guinea in the Australian program becomes 

self-evident with an examination of the aDA flows to this emerging state. 

The flow of development resources to Papau New Guinea accounted for nearly 

50 per cent of the Australian program throughout the 1970s. There is a 

logical explanation why Australia has been willing to become so actively 

involved in this emerging state. Papua New Guinea, unlike other developing 

states, was one of the last remaining areas of colonial administration. 

Papua New Guinea never really achieved any level of industrial or 

administrative progress while at this colonial stage. With the withdrawal 

of the tradi tional European power players from the Pacific region the 

administration of this emerging state fell into Australian hands. 

Canberra was willing to accept this responsibili ty because "i t is in 

Australia's direct interest to ensure that the independent nation of Papau 

New Guinea should be placed in a situation where it can sustain a stable 

42 government and societal order". As a result of this commi tment, 

Australia poured in hundreds of millions of dollars in development 

assistance to provide Papua New Guinea with the modern infrastructure and 

economic base to encourage it to achieve these ends. Assistance 

administrators felt that once Papau New Guinea had achieved a moderate 

level of socio-economic advancement, it would be able to sustain a stable 



97 

social and pOlitical system. This philosophy explains why this emerging 

state received the lion's share of Australian development assistance 

throughout both development decades. 

The dependence on foreign investment capital for sustained economic 

growth has been a protracted problem for many economically advanced 

states. Throughout the 1960s and 1970s Australia and particularly Canada 

were reliant upon foreign investment capi tal to spur economic expansion 

and development. This dependence accompanied by sporadic problems wi th 

balance of trade and payment figures and the effects of economic 

recessions and growing governmental debt, had indirectly limi ted the size 

of both aDA programs. This economic scenario has forced both the 

Australian and Canadian governments to conduct themselves cautiously in 

financial matters. As a result all government departments including 

assistance administrations, have had their budgets closely scrutinized in 

recent years. Even while operating under such economic constraints both 

Canada and Australia have remained committed to official development 

assistance. The question that remains to be resolved is whether aDA 

sponsorship in future years will be expanded or contracted depending on 

the health of the national economies of the respective donor states. 

The final facet of development assistance examined in this chapter 

concerns the administrative bodies established to run the national aDA 

programs, and in particular the impetus for their formation. In the case 

of Canada and Australia the motivating forces for the formation of aid 

bureaucracies were state-generated. The origin of the Swedish assistance 

administration is in stark contrast to the other two. When the Swedish 
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government in the early 1960s decided to establish an assistance program 

it turned to private, religious and charitable organizations with 

experience in dispensing aid. These non-governmental organizations had 

built up a small yet well organized and trained group of administrators to 

dispense their respective resources. The Swedish government simply 

absorbed all these various private organizations into the national aid 

administration, in order to take advantage of the experience developed by 

these non-governmental organizations. Even though these assistance 

administrations have had various origins they all share one feature. All 

three aDA bureaucracies are accountable to ministries of foreign or 

external affairs. None of the three aid bureaucracies of this analysis is 

a completely autonomous agency. Where the agencies do differ is in the 

relati ve degree of independence they have concerning the distribtuion of 

their development resources. When measuring the degree of departmental 

autonomy the Swedish and Canadian administrations must be seen as 

possessing a considerable degree of independence, while the Australian 

administration has relatively little. For emerging states the origins of 

assistance administrations or their degree of autonomy are not relevant 

issues. In the eyes of developing nations the primary function of the 

assistance agencies of advanced states, is to help facilitate the flow of 

resources required by the Third World in its quest for socio-economic 

advancement. 
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CONCLUSIONS 

The primary purpose of this comparative analysis was to illustrate 

how middle powers formulate foreign policy. The study examined official 

development assistance, a particular foreign policy issue and illustrated 

how Canada, Australia and Sweden formulated their assistance policies 

during the 1960s and 1970s. The comparative analysis examined each 

national ODA program paying close attention to unique features or 

developments within each. The final chapter of the study examined each 

ODA program in order to illustrate how assistance policy was to accomplish 

specific foreign policy objectives. It became evident by the conclusion 

of the study that official development assistance, even though an 

emotional issue, is merely another facet of international acti vi ty that 

must complement a state's foreign policy. 

The abili ty of middle powers to mold their assistance programs in 

order to accomplish international objectives reveals how states formulate 

foreign policy. In particular, the analysis of official development 

assistance has revealed that there are international as well as domestic 

pressures that are influential in determining the direction of a state's 

foreign policy. Middle powers in particular must pay close attention to 

the international arena when formulating foreign policy objectives. The 

state of relations between the United States and the Soviet Union 

throughout the period of this analysis has been one of the greatest 

barometers in determining the foreign policy options available to middle 
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power states. The related duties of alliance membership and the 

responsibili ties of geo-poli tical location have also been instrumental 

forces in the foreign policy formation process. Domestic political 

leadership, the economic performance of a national economy and domestic 

support for international programs have also played a role in determining 

the direction of middle power foreign policy. The combination of these 

international and domestic pressures have played a significant role in the 

direction and nature of the ODA programs and the foreign policies of the 

three middle power states of this comparative analysis. 
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