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Official Development Assistance Spending

INTRODUCTION

Official development assistance (ODA) spending by
Canada and other donor countries has increased
substantially since the mid-1990s. In 2008, global
ODA totalled US$119.8 billion, with Canada
contributing US$4.73 billion. This paper provides an
overview of the key issues pertaining to Canadian
ODA spending, including how it is included in the
federal  accounts, how  Canada  compares
internationally, and what commitments Canada has
made to further increase aid spending.

WHAT IS ODA?

The definition of ODA is set by the Development
Assistance Committee (DAC) of the Organisation for
Economic Co-operation and Development (OECD).
The members of DAC represent 22 major ODA donor
countries that are also members of the OECD, as well
as the European Union’s Commission. Historically,
DAC members have provided the vast majority of
ODA contributions. However, the OECD reports that
“other donors, both within and outside the OECD, are
playing an increasing role in development co-
operation.”®

The DAC defines ODA as grants or loans to
developing countries and multilateral agencies active
in development that are undertaken by the official
sector at concessional financial terms (if a loan,
having a grant element of at least 25%), with the
promotion of economic development and welfare as
the main objective.

Technical cooperation is also included in aid. Grants,
loans and credits to be used in military purposes are
excluded.®

DAC members and other donors also provide
development assistance that does not meet the
definition of ODA.

ODA VERSUS “INTERNATIONAL
ASSISTANCE”

In Canada, the federal budget and estimates normally
refer to “international assistance” rather than ODA;
however, the Canadian International Development
Agency (CIDA) reports annual ODA totals in its
regular  Statistical Report on International
Assistance.®® “International assistance” is a broader
term than ODA: it refers to spending under the
International Assistance Envelope (IAE), which
“contains the budgetary allocations by the federal
government to  programs  for international
cooperation,” including “allocations to CIDA, Foreign
Affairs Canada, and the Department of Finance and
other departments.”®

It should be noted that not all components of the IAE
are included in the calculation of ODA spending, and
that ODA includes non-1AE spending by Canadian
governments, such as bilateral debt forgiveness,
provincial and municipal governments’ spending on
aid, and costs for newly arrived refugees and for
students from developing countries studying in
Canada.®®  For example, although planned 1AE
spending for 2006-2007 was $3.87 billion,® the
actual net ODA for that year was $4.23 billion.("
CIDA was responsible for 67% of net ODA
disbursements and expenditures in that fiscal year.
The Department of Finance accounted for
$610 million (14.4% of net ODA), including 5.1% for
“Official Bilateral Debt Relief.” The Department of
Foreign Affairs and International Trade was the third
most important source of ODA, having spent
$182 million (4.3%). Other non-CIDA spending
included “costs for refugees for the first year in



Canada” ($205 million, 4.8%) and “imputed foreign
student subsidies” ($151 million, 3.6%).®

THE 0.7% TARGET

In international comparisons, levels of ODA spending
are normally assessed using the United Nations (UN)
target of 0.7% of gross national product (GNP) or,
more recently, gross national income (GNI), as a
benchmark.®®) This target was set in 1969 by a UN
expert commission headed by former Canadian prime
minister Lester Pearson. It has been affirmed many
times, including at the United Nations International
Conference on Financing for Development in
Monterrey, Mexico (March 2002), where leaders
agreed to “urge developed countries that have not
done so, to make concrete efforts towards the target of
0.7% of gross national product (GNP) as ODA to
developing countries,” with 0.15% to 0.2% of GNP
going to least developed countries.*?)

GLOBAL ODA FLOWS, 1997-2008

In 1997, global ODA contributions declined to their
lowest level in years, with OECD DAC members
providing about US$48 billion in net ODA (0.22% of
DAC members” GNI).®" By 2005, aid flows had
increased considerably, both in absolute terms and as
a percentage of GNI, reaching US$107.1 billion
(0.33% of DAC members’ GNI). However, much of
the increase in recent years has been due to debt relief
and humanitarian assistance, rather than additional
program spending (although bilateral program
expenditures increased in 2008 compared to the
previous year). According to the OECD, “[i]n 2008,
total net official development assistance (ODA) from
members of the OECD’s Development Assistance
Committee (DAC) rose by 10.2% in real terms to
USD 119.8 billion. This is the highest dollar figure
ever recorded. It represents 0.30% of members’
combined gross national income (GNI).”(*?)

CANADIAN ODA SPENDING

Canada’s ODA has never come close to the 0.7%
target, but it did reach 0.5% in 1986-1987. During
the 1990s, the funding for Canada’s aid program
absorbed large successive cuts. By 2000, the
percentage of GNI spent on ODA dropped to 0.25%
and Canada’s ranking among 22 OECD donor
countries fell to 17" (from 6" in 1995). At the same
time, additional demands on aid resources, including
for emergency humanitarian relief, post-conflict
reconstruction, and security-related objectives, put

further pressure on budgets for long-term
development and poverty reduction programs.

Since 2000, the government has substantially
increased ODA spending, which grew from
$2.6 billion in 2000-2001 to $4.2 billion in 2006—
2007.*® |n 2008, Canada was the 9™ largest donor in
terms of net amount (US$4.73 billion) and ranked 16
when ODA is measured as a proportion of GNI
(0.329%).4) 1t should be noted that, because Canada
experienced strong economic growth in the same
period, the ODA-GNI ratio understates the real
increases in Canadian ODA spending.

INTERNATIONAL COMPARISONS

In 2008, DAC members spent an average of 0.47% of
their GNI on ODA. Total ODA represented 0.30% of
combined DAC GNI. Only 5 of the 22 donor
countries reached or exceeded the UN target of 0.7%
of GNI: Sweden (0.98%), Luxembourg (0.92%),
Norway (0.88%), Denmark (0.82%), and the
Netherlands (0.80%) (see Appendix).*> Another 11
DAC member countries — all also members of the
European Union — have made firm commitments to
reach the 0.7% benchmark by 2015, the target date for
many of the UN’s Millennium Development Goals.
The remaining 6 countries — Australia, Canada, Japan,
New Zealand, Switzerland, and the United States —
have not set a timetable for increasing their ODA to
0.7% of GN1.(®)

CANADA’S COMMITMENT
TO THE 0.7% TARGET

The House of Commons Standing Committee on
Foreign Affairs and International Trade has repeatedly
called on the government to strengthen its efforts to
reach the 0.7% target, including in 2002, when it
recommended that “Canada should ... propose a
realistic timetable for achieving the UN’s target for
official development assistance (ODA) of 0.7% of
GNP,”™ and in 2003, when it called on the
government to “commit itself to an additional increase
in the development budget to enable it to reach the
0.7% target with all deliberate speed.”™® Also in
2003, a report prepared by the Subcommittee on
Human Rights and International Development called
on the government to “propose a realistic timetable for
achieving the UN’s ODA target of 0.7%.”(})

In February 2005, the leaders of the three opposition
parties in the House of Commons wrote a letter to
Prime Minister Paul Martin that stated:



In 1969, it was a Liberal government that
committed Canada to increase foreign
assistance spending to levels equal to 0.7% of
GNI. To date, there has been utter failure to
make good on that commitment. We urge you
to establish a clear and mandated approach to
steady and predictable increases to Canada’s
Official Development Assistance beginning
with a significant one-time increase in the
ODA budget.(?

Finally, in June 2005 the House of Commons
Standing Committee on Foreign Affairs and
International Trade tabled a report that received
unanimous concurrence on 28 June 2005 in the House
of Commons. The report called on the government:

To accep[t] and to act upon the near-
unanimous recommendations of Committee
witnesses from 2003 to date to honour the
Millennium Development Goals and to
commit immediately, through a plan, to
increase Canada’s aid budget by 12 to 15%
annually to achieve an aid level of 0.5% of
Canada’s Gross National Product by 2010 and
0.7% of Canada’s GNP by 2015.(2Y

While debate continues about aid volumes — with
many observers arguing that further substantial
increases in ODA are needed to meet internationally
agreed-upon development goals — some argue that
there is equal need to focus attention on the
effectiveness and efficiency of existing and proposed
ODA spending.

RECENT DEVELOPMENTS

The federal budgets adopted since 2002 have not set
out a firm timetable for increasing Canadian ODA
spending with the goal of reaching the 0.7% target by
a specific date. The 2008 Budget reiterated the
Canadian government’s longstanding commitment “to
double international assistance by 2010-2011 from
2001-2002 levels” and to “double its aid to Africa in
2008-2009 from its 2003—-2004 levels, making it the
first G8 country to deliver on this commitment.”(??
According to Bill Morton of the Ottawa-based North-
South Institute: “The only new increase in addition to
the growth associated with doubling aid is an extra
$100m in 2008-2009 to Afghanistan, for
reconstruction and development (including training to
the Afghan National Police, and Army).”®® The
Canadian Council for International Cooperation
(CCIC) has stated that despite a commitment in

Budget 2007 to an 8% increase in foreign aid through
to 2010 and the addition in the supplementary
estimates of $230 million for ODA in 2008-2009, in
the absence of foreign aid commitments in Budget
2009, the ODA-to-GNI ratio will remain virtually
unchanged.®¥

Canadian non-governmental organizations and some
international  observers®® have long criticized
Canada’s failure to make good on its commitment to
increase ODA significantly with a view to reaching
the 0.7% target. The CCIC calculates that Canadian
ODA spending would have to increase “by 15%
annually for the next ten years to reach the United
Nations aid target of 0.7% of GNI by 2017.7(*®)
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APPENDIX

Figure 1 — DAC Members’ Net Official Development Assistance in 2008
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Source:  Organisation for Economic Co-operation and Development, “Chart 1: Net Official
Development Assistance in 2008,” in Development aid at its highest level ever in 2008, 30 March
2009, http://www.oecd.org/dataoecd/47/52/ 42458612.pdf.
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