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Development
Assistance Challenges'

- U U . EETR

IN THE FIRST DECADE of the 21st century, Pacific Island countries (PICs), with the
exception of Samoa and Tonga, are still only a generation away from independence from
direct colonialism. Indeed, there are still a number of vestiges of colonial rule present in
the region.? In the past 20 to 30 years, these countries have sought to develop as periph-
eral capitalist societies with varying degrees of ‘traditional’ forms of societal organisation
and cultures still in existence. Development has meant for their peoples improving
matetial standards of living and greater participation in political processes, access to
public urilities such as potable warer, electricity, sanitation, educational and health
services. Disadvantaged groups in society such as women, youth, ethnic minoridies, the
disabled, rural dwellers and the poor have been recognised as needing attention, Not
infrequently some of the latter categories have been reluctantly pur on the development
agenda as a result of the insistence of external developmenc partnets, donor countries and
agencies.? PICs' efforts at development can be described as having had mixed success and
their place in global development, characterised by an unbridled thrust toward free trade,
is disconcerting,

This chaprer will examine development assiscance in a holistic way, situating it
within the broader framework of developmenc and development assistance to developing
countries. International trends in overseas development assistance or aid will be outlined.
Significant donor councries will be identified, as will the nature of aid provided. Donor
counzries tend to be most supportive of their formern‘:olonies and temritories that
continue to be politically integrated with them.? '

Besides unravelling some of the complexities of develqpment assistance, the chapter
will challenge existing stereotypes about overseas aid and island country dependency.
Issues such as geopolitical strategic rent and interdependenge between island and Pacific
Rim countries will be highlighted. Of significance in terms oF overall development trajec-
vory, it will be pointed our that some island countries do not have prospects for
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meaningful ‘independent’ development and that there are degrees of “independence’
feasible for others. However, it will also be pointed out that the trade imbalances againse
island countries signify an extent of interdependence berween them and donor counry
interests. It is not all one-way traffic.

The contradictory Pacific reality

Pacific Island people appear 1o continue to enjoy relatively high standards of living in the
context of numerous traits thar they share with other post-colonial staces. In the recent
past, these have included exposure to a downward trend in commodity exports, natral
disasters and rthe diminishing capacity of the state in managing externally induced social
transformarion. e

In the absence of a strong capiralist class in most island countries, the state played a
lead role as a facilitacor of private enterprise and as an ownerfoperator of enterprises in its
own right. Areas of non-subsistence economic activities, suchk as planrations, mines,
tourist resorts, urban centres that were centres of administration, wholesaling and
retailing outlets as well as services such as cencral hospitals and elite schools, drew island
people from all over the interior and outer-istand hinterland. The use of local resources
for ‘narional development’ in a less than cransparent and equitable manner, the presence
of strangers in cerritories claimed by resident ‘indigenous’ groups, comperition over land
and jobs, the destruction of nacural habiracs for subsiscence livelihoods, the lack of partic-
ipation by local communities in decision-making about the use of their resources, and
the use of repressive measures by state power-holders against those who protest their
legitimate concerns, have caused conflicts in a number of island stares.

As very small and non-competicive producers of raw marerials, these island staves are
extremely vulnerable to fluctuations in commodity prices. Most are heavily dependant on
one or wo cammedities. They are price takers rather than price makers. They are
producers of much that they do not consume and consumers of much that they do noc
produce. Human capital loss is a major concern for some of them. They are variously
subject to a full range of nacural hazards such as cyclones, droughts, flooding and cidal
surges, earthquakes and tsunamis as welt as volcanic activity. Brindley (2004) discusses three
different vulnerability indexes, which show that PICs are among the most vulnerable
countries in the world. A composite vulnerabilicy index, which takes account of a country’s
openness (export dependence), lack of economic diversification aad its susceptibility zo
natural disasters, to measure vulnerability places PICs and other small island states among
the top 30 of the most-vulnerable of 111 councries. Vanuatu is ranked the most vulnerable
of any of the 111 staces; Tonga comes in 3rd, Fiji 8th, che Solomon Islands 11th, Samoa
20th, Papua New Guinea 30th, and Kicibad 59th’ (Brindley 2004: 23).

As if economic vulnerability and natural hazards are not enough to deal with, ‘man-
made’ disasters abound. These include tack of accountability by state powert-holders,
serious shortcomings in the rule of law, public finance mismanagement, outright corrup-
tion and military intervention in democratic processes. In a number of the largest
countries, security forces have become the primary sources of insecurity.” Poor leadership
and lack of vision and the processes of peripheral capitalism have led to growing social
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inequaliy and poverty. In the Jarger island countries, significant numbers of children do
not attend schools as these are not accessible or affordable. The lack of opporrunities for
gainful employment and amenizies for recreational activities have spawned counter-
cultures of delinquency, crime and drug abuse among unemployed young men and
women.® Sexually transmitted diseases and HIV/AIDS are becoming widespread. Idle
young men have become the foot soldiers for unscrupulous feaders in Fiji, Papua New
Guinea, Vanuatu and the Solomen [slands,

The World Bank has pointed to the ‘Pacific paradox’ and to a ‘doughnut effect’ in
Oceania with respect to economic growth. PICs are perceived as the hollow of the
doughnur, the rim of which is made up of the more vibrant Asia—Pacific Econormic
Cooperation (APEC) countries. For much of the past twe decades, PICs have experi-

-enced stagnating and even periodically declining rates of economic growth (see Table 1),

even though in per capita terms a number of eountries and the region as a whole have the
highest development assistance flows. Hence the paradox.

Table 1: Pacific islands: Summary of ecanomic aggregates

Aid per  Average growth

capita ($US, of real income
Population  GNI per capita 1982-2001 per capita
{2001) ($US 2001) average) (1982-2001)
Amarican Sampa 70,000 -a - -
Cook Islands 18,000 4,2720 - -
Federated States of Micronesia 120,000 2,150 802 -0.15%
Fif 817,000 2150 56 0.7%
French Polynesia 237000 - 1,517 1.58%
Kiribati 93,000 230 223 D.Og%
Marshall Isiands ‘ 53,000 2,190 1,016 0.44%
Naumn 12,700 2,830b - -
New Caledonia 216,000 -c 1,642 1.95%
Niue 1,500 - ~ -
Northern Mariana Islands 80,000 - - -
Palau 20,600 6,780 1779 1.30%
Papua New Guinea 5,253,000 580 80 0.50%
Samoa 174,000 1490 3 1.27%
Solomon Islands 431,000 590 129 0.17%
Tokelau 1,500 - - -
Tonga 101,000 1,530 24 2.06%
Tuvalu 10,000 1,560h - -
Vanuaty 201,000 1,050 237 -0.01%

a. Estimated ta be upper-middie income {$2,976-9,205). b. GDP i i ighi
Soutce word ek oo ) per capita. ¢, Estimated to be high income ($9,206 ar more).

Brindley, D. 2004, Aid, Governance, and Economic Development in the Pocific. 0. 3,
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Despite the size of these aid flows, real per capita growth rates over the period have
been disappointing. The average for the Pacific over the 20-year period to 2001 was
0.8 per cent per annum, compared to 1.1 per cent for the rest of the world. However,
the last decade has been even worse, with the Pacific averaging a contraction of 0.1
{per cent) per year, compared to the world average of 1.4 per cent growth. (Brindley

2004: 4)7

PICs are perceived as dependant, especially on aid, have negligible economic growth and

increasingly pose problems for the larger rim countries. The "MIRAB’ model (Bertram

and Warters 1983) highlights PICs economies that are dependent on migration (MI},

temittances (R}, aid {A) and a large bureaucracy (B) or public sector for employment.

The councries included were Cook Islands, Niue, Tokelau, Tuvalu and Kiribati. To these

can be added the Micronesian countries of FSM, the Marshall Islands and Palau.
According o Bertram and Warters,

‘Ald’ to these communiries, although usually described as ‘development zid’, has in
fact tended to have the character of a straightforward supplement to local incomes
and consumption, and accounts for a large proportion of both. Up to half the budger
of local governments is financed from offshore donoss and the share of government
employment in total cash employment on the islands ranges from abou half to over
90 per cent, In balance-of-payment terms, aid inflows finance berween 40 per cent
and over 100 per cent of impors. Aid is, clearly, crucial racher than peripheral in the
determinarion of incomes and consumption levels. (1985: 499)

An extent of 'MIRARleness' also afflices other Pacific states that have large bureaucracies,
high rates of emigration and thar are aid dependent. This might give the wrong impres-
sion thac the model is widely applicable to Pacific people. This is nor the case as migracion,
remittances, aid and even a large bureaucracy (relative 1o population size) have not been
significant to the same degree in Melanesia, which has nearly seven million of the eighe
million Pacific Islanders resident in PICs, Table 1 shows the enormous variations in devel-
opment assistance to individual PICs, with Fiji receiving on average $US56 per capita on
the one hand and Palau averaging nearly $US1,800 per capira for the 1982-2001 period.
Despice chis high level of capical inflow, it is anticipated thar Oceania will lag behind
sub-Saharan Africa in achicving the Millennium Development Goals by 2015. These
include reducing by half the number of people in extreme poverty and hunger; universal
educarion; gender equality in access to higher education, wage employment and the propor-
tion of seats in patliament; reducing child mortalicy by two-thirds; reducing maternal
moralicy by 75 per cent; combaring HIV/AIDS, malaria and other diseases; ensuring
environmental sustainability {reversing loss of environmental resources); halving the number
of people withour access to safe drinking water; and improvement in the lives of slum-
dweliers. While PICs statistics with respect to these goals and indicators are distorted by the
Melanesian countries in general, and Papua New Guinea in particular, with almost three-
quarters of the population, it is nevercheless a sobering reminder of a paradise lost.®
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Global warming is likely ro have a disproportionate effect on atoll states such as
Kiribari, the Marshall Islands and Tuvalu. It will have consequences for all island
countries, further reducing the abilicy of their people to lirerally keep their heads above
water. They will suffer from salt water inundarion with rising sea levels — the conse-
quences of activities in the industrialised world. The question is, will che latter rake
responsibility??

However, Pacific Islanders themselves have been most resilient in dealing with the
challenges their countries face. Islanders have sought education. They have migrated
from the context of limiced opportuniries in their homelands 1o many parts of the world,
bur especially to New Zealand, the United Staes, Australia, France, Canada .and
Holland. Export earnings, remittances from relatives abroad, rourism-related income and
aid have conuribured to relatively high standards of living and per capita income levels
compared with other developing countries. This is another dimension of the ‘Pacific
paradox’ — being able to enjoy relative wellbeing without the necessary expanston in in-
country productivicy.

A sector that is regarded as posing considerable impediment to economic growth is
agriculture and especially subsistence agriculture. In virtually afl PICs, customnary forms
of land tenure are indimately bound up with small-holder production. Customary land
tenure is perceived as a major fetrer to increased productivicy, as group ownership does
not atlow land to be used as collateral in securing bank loans for investment in equip-
ment, ferciliser and pesticides. Moreover, investments in other aceas, such as tourism,
housing, renewable energy and waste disposal, are seen as being unnecessarily stalled by
land not being a factor of production that can be bought and sold in the market.
However, it is also widely recognised that withour the access that most (not all) Islanders

have to plots of cultivable land, guaranteed by their membership of landawning groups,
poverty levels would be much higher,!0

Aid paradigms and development assistance trends

In terms of the overarching conceptual paradigm of aid, there have been several shifts and
changes. These paradigm changes have been determined by developed countries wich
minimum regard to developing countries perspecrives. Indeed, with lirde regard to their
own commissions on overseas development assistance (ODA). Thus, just on the release
of the report of the Independent Commission on International Development Issues
(1980}, the Brands Report, the United States and the United Kingdom substantially
reduced ODA contrary td the repords core recommendations. Without immediace
tangible returns to the donor counrry, international aid did not fit into the monetarist
and mackec-centred policies of Reaganomics and Thartcherite economics {Gounder
1995).1! OECD countries and the multilaterals that are largely cheir instruments have
desermined the modalities, ebb and flow of aid.

From aid as overseas development assiscance for the purpose of addressing many of
the ‘gaps’ left behind after the colonial experience of mosc developing countries, thereby
ensuring the continuing influence of the former imperial powers, aid, in the current era
of ‘conditional aid’, has become a significant instrument for compelling scructural adjust-

1
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ments, The quantum of aid and the mode of delivery have never been adequate to bring
abour systemic ‘people-centred’ changes in recipient countries. More broadly, after
colonialism established parterns of raw macerial production in the Third Warld, the
Bretron Woods institutions have pushed post-colonial states the world over ro produce
the same exporr commedities, thereby triggering an oversupply, reducing cheir foreign
exchange earnings and leaving them in their current predicament of dependence. A good
example of this is the eurrent predicament of coffee producers. The 1980s debr crisis and
the imposition of stabilisation and accompanying conditionalicies have further aggra-
vated their situation (Ould-Mey 1994; Reality of Aid 2004).

In the past two decades, the abilicy of a post-colonial stase to foster its 'national
economy’ has been seriously undermined.'? This is the bigger picture within which
QDA is betrer understood. .

In broad rerms, ODA increased from the 1960s to the 1980s, but declined in the
1990s. In real terms (using 2001 prices), in 1992, ODA from all Development
Assistance Countries (DAC)!? stood at close to $US38 billion, declining to $US44
billion in 1997 and increasing to $US58 billion in 2002. ‘In fact aid fell in real werms by
24 % berween 1992 and 1997' {Reality of Aid 2004: 181). This dramaric decline did not
mean that the need for ODA had diminished bur that domestic policies of donor
countries took overriding priority. It is apparent that even after the Financing f:'or
Development Conference in Monterrey, Mexico, in 2002, the pledges of donor countries
of about $US16 billion will be far short of the $US50 billion per annum needed o
achieve the Millennium Development Goals.

When ane considers chat the world’s countries spend more than $1,000 billion on
armaments and militaries, $350 billion on agriculcural subsidies and only $57 billion on
ODA (Wolfensohn cited in UNANZ Newsletter, April 2004), the huge gulf bc?nvce:n
thetoric and reality is swriking. The total aid figure is significantly reduced when f"’ld aid
and the ‘boomerang effect’ of aid is considered. Substantial proportions of Australian and
New Zealand development assistance is tied aid. The amounc of aid funds transferred
offshore can be minute.

Very few OECD countries have achieved the UN's target of 0.07 per cent of GI-\H
ODA. Holland, Denmark, Luxembourg, Norway and Sweden are the exceptions (Realicy
of Aid 2004), During the Marshall Plan period, the United States provided up to rwo per
cent of its GDP in aid for the reconstruction of Europe; this velume of QDA from one
country was unprecedenced. Despite the adoprion of the Millennium Development Goals
and the global consensus to increased ODA at the Financing for Devell?;pment
Conference in Monterrey, significant increased development aid is yet to be seen.’ In the
current period, the following excerpt provides a succincr picture of the context of ODA:

(Developed-developing world] resaurce transfers are declining and [dcvclopcd-wctrld—
dominated}~global insritutions are cansolidating a system of highly unequal relarions
becween countries. ‘

NGOs have been increasingly angered by the cynical exercise of power by [dcve!op.cd
world} governments promoting ‘good governance’ and ‘aid effecrivencss’, while
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defending narrow political and cconomic selfinterests. Industrialised countries
devazed US$353 billion {seven rimes toral ODA spending) o procecting agriculiure
in 1998, according to UNDP. At the same time, the policy choices available co poorer
councries are narrowed by conditienalities imposed by internarional fnance institu-
tions and bilateral donors. As teports from NGOs in Asia illustrate, southern
governments are forced to privatise and liberalise, while QECD restrictive pracrices,
cariff and non-tariff barriers cost developing countries US$160 billion = year. This
translates into real human suffering which the World Bank recently quantified as
welfare losses of US$19.8 billion. (Reality of Aid 2002: 2; emphasis in the original.)

Development assistance post-September 11

It is apparent that the terrorist atracks on the twin towers of the World Trade Centre on
11 September 2001, have changed significantly the context of international politics and
international aid. September 11 has caused a sea change in the United States, which has
replaced communism as public enemy number one wich the more amorphous ‘terrorism’
as the biggest threat to its security. The United States has indicated irs willingness to rake
unilateral action against perceived threars two its security without the endorsement of the
UN. There are many ramificacions of this superpower’s approach to ‘go-it-alone’ with a
number of hangers-on. The geopolitics of bigger powers have significantly influenced aid
flows and it is likely that the United States wili reward those countries that its leadership
sees as being supportive and/or of strategic value. Oceania has been 2 beneficiary of the
change. Prior to this twagic event, the Pacific Islands were no longer perceived as strategi-
cally important, This applied especially to northern Pacific Micronesian states, and also
to the US Terricery of Guam; this perception has since been reversed drastically. 15
Seprember 11 has also eriggered the more interventionist phase in Australian
foreign policy and development assistance. It appears thar there is a pracess under way of
re-marking the boundaries of its backyard with an emphasis placed on the national inter-

ests and stability of countries in the neighbourhood. According to Bruce Davis, the
Direcror-General of AusAID:

The aid program is a long-term tool to address long-term problems. In particular, we
need ta persisc with support for stability and for cconomic and governance reform
aver the long haul — strengthening the hands of reforming governments and
supporcing reform champions within struggling governmenss (nating that genera-
tional change may be required before benefits ace fully realised).

We don't have the luxury of walking away. These states are on our doorstep and our
engagement with them is core business for our development cooperation program.

Our national interests are inextricably linked to stabifiry and peaceful developraent in
the region. (Davis 2003)
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Implied in this excerpr is a growing preoccupation with Ausrralian security and proactive
developmenc assistance to ensure stability. This will have repercussions for the nature of

aid and aid delivery to PICs.

The Pacific context of aid

ODA in the South Pacific has undergone a number of shifts in the fashion of aid world-
wide (sce Hjertholm and Whire 1998). Former colonial rulers in the region, such as
Bricain and the Unired States, began to shift their interests before September 11 1o other
areas where their strategic and economic interests were seen to be berrer served.'6 Japan,
China and Taiwan have begun to play an increasingly impormane role as bilareral donor
countries. For rhese countries and the ANZUS partners, aid to island countries has been
and continues w be an important foreign policy instrument (Tarre 1998; Teaiwa et al.
2002). For the durarion of the Cold War era, aid was one of the ways in which the white
Pacific influenced and controlled the black Pacific. Regional organisations wittingly and
unwittingly learned how to play che aid game, becoming conduits of such influence. On
the economic frone, aid has ensured the consolidation of the linkages forged during
colonial rule and the patterns of econemic subordinarion remain. Politically, room to
manoeuvre existed insofar as some island countries could threaten thac they would go'to
the Soviets if certain of their requests were not mec. However, any real atrempis to estab-
lish such relationships were strongly opposed by ANZUS with the Australasian media
going into bours of hysterical frenzy. Kiribati's fishing agreemenc with the USSR is a case
in point (Neemia 1988).17 Vanuatw’s ties with Libya received strrong condemnation.

In the current period, aid in the South Pacific ranges from the competitive cheque-
book diplomacy practised by China and Taiwan, to the marine resource-related ODA by
Japan and the more conditional aid of Australia and New Zealand. International finance
inscitutions, namely the World Bank, che International Monetary Fund and the Asian
Development Bank, likewise continue to push for reform, enrailing strucrural adjust-
ment conducive to market-centred development (Teaiwa et al. 2002; Slatrer 2004).
These bilateral and muitilateral agencies have now shifted to a common rhetoric of
poverty reduction requiring a concinuarion of vigorous reforms. There is a concern chac
the eFforts to harmonise ODA. in the region will lead to the homogenisation of aid in line
with the agenda of the international financial institutions. Numerous contradictions
abound. The one-size-fits-all strucrural adjustment programmes have contribured 1o
political instabilicy in the complex multi-ethnic states. The ‘blame che victim’ syndrome
is manifested in terms such as ‘failed states’ and ‘arc of instabiliyy’ (Fry 1999).

Geopolirical interests continue 1o be the primary motivation among Pacific Rim
donor countries for aid (see Table 1). An examinartion of aid flows from donor countries
to recipient countries shows a clear preponderance of aid to current and former colonies
and to areas of influence. French aid is provided largely to French Polynesia and New
Caledonia; US aid to its former Trust Territories — the Marshall Tslands, the ESM and
Palau; Austratian aid to Papua New Guinea, Indonesia and East Timor; New Zealand aid
to Samoa, the Cook Islands, Niue and Tokelau; Japanese aid to other Asian countries.
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In terms of what donor countries receive in return, Poirine (1993) has written
abont ‘milirary rend’ and ‘atomic rent’ with respect to American interests in Hawai'i and
Guam and French interests in French Polynesia. He has identified the importance of
milizary rent or geopolitics in ODA and aid as ‘geopolitical rent’. ANZUS incerest in
much of the Pacific can be regarded in a broadly similar way. Moreover, the eight million
people in Pacific Island states, small by world standards, do provide an almost caprive
marker for goods and services from Ausrralia and New Zealand. There is a huge trade
imbalance in favour of the latter countries. Pacific Island economies are also tied up with
these larger economies because of labour migration and remittance flows,

Forms of development assistance and donor agencies

Development assistance to Pacific Island councries vakes several forms and includes
monetary grants, soft loans, technical assistance, technology transfer and other in-kind
contributions. At the braadest level, ir can be bilateral or mulkilateral involving govern-
ment-to-government transfers and transfers by donor governments to international and
regional mulrilaceral organisations, which then transfer aid to island governments. In the
past, virtually all overseas development assistance was official, involving government-to-
government eransfers. More than 80 per cent of development assistance continues to be
bilareral. Much of the remainder is transferred to PICs through multilateral agencies —
international and regional. Prominent among the regional organisations in this regard are
the Pacific Islands Forum and the Pacific Communiry.

The relative autonomy of island states also gives them some room to manoeuvre
with respect to development assistance. This manoeuvrability can be used strategically for
longer-term development or it can be abused. Contradicrions emerge berween those
seeking ‘good governance’ and those engaged in old-style chequebook diplomacy.
Taiwan’s comperition with China in gaining recognirion among island states has meanc
that both these countries readily provide funds ro unsavoury leaders. How the funds are
used appears to be of licdle concern. Thus, much of the mult-million .dollar assistance
given by Taiwan after the conflict in the Solomon Islands in 2000 was used to pay
compensation to politicians and gang leaders. Recencly, it was reporred that Vanuacu was
pledged $9 billion by Taiwan for granting it diplomatic recognition (The [Hobart)
Mercury, 9 November 2004).'8 Australia meanwhile has warned the Vanuacu Governmenc
that it will reduce bilateral aid if good governance is not given priority.

These days, donor agencies also make aid transfers direcly to non-governmental
organisations in developing countries and/or through development, relief and humani-
warian NGOs based in metropolitan countries. The latter often nerwork and form
umbrefla organisarions to better coordinate their activities, share resources, engage in
advocacy and campaigns. Eighty Australian development NGOs are affifiated with the
Australian Council for International Development and 64 such NGOs are affiliaced with
the Council for Incernational Development in New Zealand.
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Development assistance challenges

There are numerous challenges to development assistance in the contemporary period,
which are likely to extend for at least the next 10 to 20 years. These include donor
countries pricrirising national interests over international concerns; their preoccuparion
with security matters and developmenc-related conflicrs; bilateral versus multilareral aid;
structural adjustment programmes to promote ‘governance’ denoting marketisation and
democratisation; engagement with civil socteties; and participarory development and
long-term partnerships. The biggest challenge for PICs is to deal with the forces of
globalisation pushing neo-liberal reforms that will erode the preferential access they have
1o overseas markets. PICTA, PACER and Economic Partership Agreements with the
EU are designed to move PICs into the ‘rules-based’ free trade regime of che WTO,
ODA will be required to provide support to PICs as they seck to engage comperitively
with the economic giants of the wotld on a supposedly level playing field.

Maintaining and increasing aid flow

There are many challenges to international aid in the Pacific region. A number of these
are shared with other developing countries of the world. Central to these concerns is
whether the coming decades will see an increase in QDA and a genuine long-term
raovement towards achieving 0.7 per cent of GNI of OECD countries. The massive drop
in aggregate ODA in the 1990s is a precedenc that could be repeated. This was explained
as aid farigue. Since 2002, Japan and Iraly have significantly reduced aid (OECD 2003}.

Sub-Saharan Africa and the Pacific Islands are severely constrained in their ability to
attract foreign direce investment. These constraines are seructural: limired resource
endowments, small population size and therefore minute markers, human resource
limirations and institutional constraints including rule of law and capiral marker issues,
To maintain and improve the qualicy of life of people in these regions, ODA needs ro
meet the savings-investment gap as well address social development areas such as educa-
tion, health, housing, safe water and public ucilities, which are of no interest to privace
investors if user-pay principles cannot be applied.

On per capita regional terms, the Oceania region is the highest recipient of aid,
with $US183 per person. Sub-Szharan Africa received $US27 by comparison in 2002
(OECD 2003: Charr 1, Appendix A). In aggregate terms, however, the region received
only about two per cent of world development assistance funds (OECD 2003: Chart 2,
Appendix B). The largest donors have been France, Australia, the United Stares, Japan,
New Zealand, the United Kingdom and various UN agencies. As is to be expected, the
biggest recipients of aid were the French colonies of Tahiti Polynesia and Kanaky (New
Caledonia), followed by Papua New Guinea with development assistance from Australia.
The US Compacr countries of Micronesia and the Marshall Istands come third, wirh. the
French cerricory of Wallis and Putuna next. Sectoral allocarion of aid included education,
health and population programmes, other sociat sectors, economic infrastrucrure and
services, production, programme assistance and emergency assistance.
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With concerted efforts to halve poverty worldwide and 1o achieve other
Millennium Development Goals, it is likely that donor interests will shift cowards those
countries and regions that are especially impoverished. A number of PICs classified as
least-developed countries are hard pressed to justify cheir membership of this category of
countries. Extreme poverty and hunger ace emerging in the region buc they are nowhere
near comparable with sub-Saharan Africa and Sourh Asia.

Tronically, issues less directly relared to poverty reduction, such as the security
concerns of Australia and New Zealand as well as the maintenance of their sphere of
influence, will ensure thar aid From these donor countries remains focused on Oceania,
They currently direct 39 per cent and 44 per cent, respectively, of their total ODA to
PICs (AusAID and NZAID web sites). However, there are likely to be shifts in develop-
ment assistance within the region towards Melanesia. Poverty reduction will also mean
that aid funds will be targeted more to the poor. Already, NZAID has overhauled its

education sector funding with very significant increases in the proportion allocared for
bastc education.

Securitisation of aid

Oceania is perceived variously as an American lake and ANZUSS backyard. Besides the
tensions on the Korean Peninsula and North Kored's supposed membership of che ‘Axis
of Evil’, China is emerging as a major player in the region. This is coupled with the Jook
north’ foreign and trade policy change in a number of PICs. For instance, Fiji’s polirical
leadership has been positively inclined to Japan and China, as neither of these countries
governments opposed the military coups of 1987 and 2000 and do not take a position
on human rights violations.

With the US-conceived and led war on terror, there has been a tendency to perceive
all kinds of open violent conflict as being motivared by terrorism or ar least providing
ferrile ground for terrorist organisations. Resources formerly used for humanicarian and
developmental aid are now increasingly diverted to security macters. These include
building security organisations and training and equipping military and police personnel.
Legal and institutional frameworks might be established or modified using zid funding,
There appears to be a significant reorientation of Australian development assistance w
the region in this regard (Pacific Outlook September-Oerober 2002),

Australia has adopred a more aggressive foreign policy approach, which includes
how aid is used. The Regional Assistance Mission to the Solomon Islands (RAMSI) from
mid-2002 has marked a remarkable change from Australis’s "hands-off the internal 2ffairs
of its neighbours’ position 10 one that seeks early intervention, Thus, with other regional
countries, Australia is currently reforming the Solomon Islands’ political and economic
institutions to address possible future problems of instabilicy. The ‘help ’em friend’
approach has been extended rto Papuz New Guinea in the Enhanced Cooperation
Programme (ECP). Australian public servants, including police personnel, have begun o
hold ministerial and administrative positions. A regional police training facilicy and
programmes, based in Fiji, arc envisaged.'® Australia and New Zealand have increased
their funding of ‘governance’; Australia from 15 per cent in 1999-2000 to 33 per cent of
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its ODA in 2003-04 (AID/WATCH Mzy 2004) and, in New Zealand, approximately
40 per cenr of the aid budget to the Pacific was spent supporting ‘governance’ refared
activities (NZAID Seprember 2004).

Australia’s more interventionist approach as the self-appointed regional sheriff has
markedly affected its developmenc assistance to the region. Alchough in aggregate terms
it is reported thac Australian aid has increased to the region in general and to Papua New
Guinea and the Solomon Istands in particular, closer scrutiny reveals thac additional
funds are used to pay Australian public servants, police personnel and private companies
(AID/WATCH November 2004). The current phase and style of Australian ODA w0
PICs raises the challenge of neo-colonialism in the region.

Aid actors

ODA in the earlier phase involved government-to-government transfers. Internarional
financial insticurions also deale with governments. While government-to-government
incerrelationships remain central, there have been changes in aid objecdves an‘d agencies.
The reform 2gendas of OECD countries emphasise the promotion of the private sector
and marker. Human rights and the adoprion of democratic institutions are also pushed.
The role of the state as the ‘lead actor’ in development and of state planning for develop-
menz is de-emphasised and even openly criticised and ridiculed. Intematiopal financial
institutions have become leading advocates of private sector promotion and of
minimising the economic role of the state, _

In the smallest Pacific countries, the private sector is miniscule becausfa the
domestic marker is so small. The atempt o drive home the neo-liberal dnga.ls not
likely to produce any significant positive outcomes. Such countries might have difficul-
ties in accessing aid because of conditionalicies linked o markerisation. _

Besides the emergence of private business as a development partner in tl:xc use of
aid, there has emerged in the past two or three decades a new category ol:' agencies in the
development arena. NGOs, together with communiry-based organisations, c.o§15tu:ute
‘civil sociery’ and have caken up various degrees of active work in advocacy, provision and
implementation of development projects. Developed-counery I\‘IGOs have become vocal
critics of their governments, the international financial instirutions and gr?ssly unequal
international economic and political structures. Globalisarion and unﬁur' tl'?ilde rules
pushed by the WTO have induced a global network of civil sociery organisations that
share informasion, resources and strategies to counter the policies of the G8, OECD and
international finanacial institutions.

Developed-country NGOs have also become recipients of ODP% Fu.nds as well as
donarions from citizens of OECD countries to engage in relief, humanirarian and devel-
opment aid. In the Pacific, international NGOs such as OXFAM, the Red Cross, \leolrli
Vision, Greenpeace, Save the Children Fund, World Wide Fund _and DAWN are playing
a number of roles. It is anticipated that auronomous organisations b?ckcd by govern-
ments and the private sector, such as the Pacific Cooperation Foundation, can facilitace

greater understanding of the development challenges faced by island states.
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As in most other developing regions of the world, Oceania has also seen a significant
growth in NGOs. The older church-based groups have been supplemented by women’s
organisations and youth and envitonmental groups. Many of these groups are perceived as
bringing support to their communities more effectively than government. Thus, domestic
violence, which is widespread in the region, has been tackled largely by women’s groups.
Donor countries and agencies promote NGOs and seek partnership with them in some
situations becanse government officials are seen to be corrupt and ineffectual,

Thus, the Australian Foreign Minister, Alexander Downer, in announcing new
strategies for the delivery of aid, asserted that they included plan to bypass failed
governments. The breakdown and eorruption of governments, particularly in Melanesia,
means more of Australia’s aid will go direedy ro community and church groups' (Pacific
Outlook Seprember—Ocrober 2002).

A challenge for donor countries and recipient country governments is how best to
accommodate NGO participation in development. This is particularly so when NGOs

have taken positions thar are opposed to governments or when NGOs challenge govern-
ment policies and actions.

Bilateral versus muitilateral

As mentioned earlier, the bulk of ODA has hitherte been government-to-government
transfers with aid to muldlateral or regional organisations being relarively limited.
However, it is likely thar in the near future there will be a shift towards greater funding of
regional-level iniriatives and programmes. There are several areas of common interest in
the region, which include shipping, fisheries, transporr and communicarion, higher
education, environmental management and security, which benefir from a broader
regional approach. The EU is already funding programmes centred on the Pacific Islands
Forum, the Pacific Community and the University of the South Pacific. These institu-
tions also draw considerable support from some of the larger bilazeral donors such as
Australia, New Zealand, Japan and France.

Some intergovernmental regional organisations face difficul challenges. The Forum
Fisheries Agency (FFA) in the past was hindered by distanc warer fishing nations (DVWENs)
approaching PICs on a bilateral basis. Although PICs exclusive economic zones have the
most richly endowed tuna fisheries in the world and account for one-third of che world's
tuna catch, the returns to island staes are very small, Only 11 per cent of the rotal catch of
one million meuric tonnes each year is caught by PIC-owned vessels. While the value of the
wotal catch is $US2 billion, the fees paid to island countrles in the late 1990s amounted o
$U554 million (Pacific Regional Strategy Paper 2002-07: 20). Without the efforts of FFA,
many of the agreements with DWFNs would not have been possible, bur in the negotia-
tion process DWENSs have tried to weaken the regional approach.

Ali-of-government approach, harmonisation and sector-wide
approach

Just as regional approaches to cerrain common problems faced by PICs are seen as the
most appropriate, there is increasing discussion about an ‘all-of-government approach’ in
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evolving common strategies towards the region and to individual PICs, While such an
approach is seen as being more effective, as it reduces duplication of efforts and wastage
as well as minimising contradictory directions in development assistance, there is a
danger that it will also contribuce to a lead governmenr agency overshadowing the legidi-
mate concerns of other departments. Thus, the orientation and thrust of AusAID,
NZAID and the japaﬁese Internationat Cooperation Agency (JICA) mighr become even
more closely ted up with foreign affairs and trade as well as security marters serving the
donor country's ‘narional incerest’ rather than meeting the development aspirations of
aid-receiving countries.

Harmonisation has become a buzz word among donor councries and agencies.
Again, there appears to be a commonsense rationale for all donors to engage with each
other in deliberating on and sharing approaches, resources and programmes. This
reduces duplication and promotes a sharing of ‘best practice’ in development assistance at
macro and micro levels and sectorally. Thus, a2 common approach to achieving
Millennium Development Goals among donors might sesult in a pooling of resources, a
more efficient allocarion of funds to areas of need and a sharing of the different tasks on
the basis of expertise. However, there are a number of fundamental issues with harmoni-
sation. First, donor agencies do not necessarily have identical agendas with respecr to
their overall development goals and methods of achieving them. The question is whose
approach will prevail. Allowing the World Bank or the Asian Development Bank to get
the lead role in poverty reduction might not be the best outcome of such efforts at
harmonisation.

The ‘sectar-wide approach’ has also been in vogue in retent times and is likely to
become important in the future. This encails minimising the time and effort spenc by
governmen: personnel in recipient countries making numerous reports to‘several donor
agencies. For instance, civil servanes in the Ministry of Health do not continue  report
back separately 1o WHO, AusAlD, NZAID, JICA, the Foed ;1.nd Agriculture
Organisation, EU, etc., on how their funds were used. Instead, supporting programmes
in a sectot of a recipient country would be on the basis of budgerary support for thar
sectot. This would not only significantly reduce the time and effort of senior government
personnel in the paperwork for reporcing back, but would release them o do the policy
and supervisory warlk that they are supposed to be engaged in. '

The danger of the sector-wide approach-is that ir reverts to official channels as the
primary conduits for development aid and in doing so provides support to governmenc
as against wider civil society. It also harkens back to the top-down app'roach to develop-
mens. Given the politics of a government, it is likely thar the consolidated support of
doner countries and agencies might not be equirably used. It is not clear that rhe. poorest
of the poor will benefit or indeed thar such an approach will hclP women and c.hsadvan-
taged minoridies. In this regard, the extent to which the secror—wxd_e approach Tml.i EﬂSLEC
participatory development and empowerment is open to question. There is als'o.r &
concern from smaller donors' points of view that in the pooling of resources their distinct
contribution will not be given due recognition.

Local government in PICs has been a neglected area, which may or may not benefit
from the seczor-wide approach. In the aftermarh of RAMSI, the discussion over a federal-
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; type constitution for the Solomon Islands has rekindled issues relating to local govern-
' ment in the region. Decentralisation of power away from the capital city is a major
. development challenge in most PICs that will draw on the support of donor countries
P and agencies.

|

i Participatory development and partnerships

| In the development community thére is recognition that for develépment to be sustain-
| able ir requires the participation of people who are its beneficiaries. Considerable thought
: needs to be directed at how their knowledge, skills, views and asplrations are to be incor-
: porated in activities designed for their benefir. Participatory Rural Appraisal and
g Participatory Learning and Analysis, and a range of other participatoty approaches and

techniques, have shown that people who are the ‘grassroots’ recipients of aid can and do’

make a significant contribution to the analysis of their situation and the strategies thac

could improve cheir lot. With decisions being made abour development assistance by

donor countries and agencies thousands of kilometres away, and through governments
i thar often have litele to do with the poorest of their cirizens, there is a huge challenge of
nureuring participation. This in turn gives ‘local ownership’ and ensures a greater degree
i - = of sustainabilicy,

In chis regard, NZAID's support for the ‘Rethinking Pacific Education' project is
quite remarkable and might provide a good framework for ensuring a paricipatory
approach to development assistance. This project, led by Dr Kabini Sanga, a Pacific
educaror and senior lecturer in education, with colleagues at the Institute of Education,
Universiey of the South Pacific, has been providing meeting grounds for discussion,
rescarch, critical evaluation and alternative policy formulation for educarional develop-
ment in PICs. Funded by NZAID, which does no interfere in the process, the project
has generated new ways of conceptualising Pacific educarion, building capacity and
confidence among island educators, bringing academics, policy-makers and practitioners
together in the tsk of creating more councry- and regionally- relevant education. This
type of doner-recipient relationship is a productive partnership.

Another significant point that emerges out of this project is the recognition of not
; only the existence of potential local partners in all projects, bur of using the expertise that
Pacific Islanders have acquired through years of research and reflection as well as by fiving
in PICs on a continuting basis. It is vital that as parc of generating ‘local ownership’ more
local people are used as expert consultants on matcers that affect them and cheir societies.

From a situation of relarive unequal standing berween the giver and the receiver,
there has been a erend rowards an approach of ‘we are in this together for the long haul’
and thar there are mutual benefits for both parries. This has engendered murual respect
and longer term strengthening of relationships well beyond project or programme cycles.
As in all relationships, there will be ups and downs, but therte is 2 willingness 1o keep
channels open for dialogue and discussion.

Building national-level capacities in PICs so thar there is leadership and the
capacicy to negotiate with donor agencies and in deliberations over internarional treaties
on relatively equitable terms is critical to long-term partnerships. This means that human

Development Assistance Challenges 157

resource development is also a core issue in development assistance. Opportunities for
tertiary and postgraduate education continue to be important in the emerging prioritisa-
tion of basic education.

Conclusion

PICs are relatively poor and powerless in the global community. As part ?f the d.evcl—
oping world, Oceania will be subject to the outcomes of negotiations over international

" trade, environmental (especially marine), security and labour agreements. Individual

countries have different prospects depending on their human resources, in‘stitu‘tional
capacities, natural resource endowments and the nature of their incorporation in .che
globil spstem. Their relative poverty means that on manyzgronts', including managing
their limited resousces, they need development assistance.”” Regional ap'proaches have
served a number of useful purposes in the past and will need to be consolidared to meet
common challenges. ) . . '

The currenc push for a free-trade regime will have serious repercussions for island
economies and government revenues. Donor countries a{nd agencies will neec.l to work
with PICs to provide buffers against the negative repercussions. Suclh support will _1'11\'1& tio
be seen as assisting PICs as partness in development who nc::d a leg up’ in particularly
difficult circumstances. The beneficiaries of such assistance will not only be Islanders bIJ:t
donor countries. Inseability and out-migration would be minimised and PICs and cradi-
tional donor countries would benefir. .

There is 2 need to ensure that beyond providing resources for policmg‘ ’:I'.nd. faw a‘nd
order institutions, the participation of Iilanders is enhanced in the flccxswn—makmg
processes of their countries. Development assistance needs to address issues of human
capacity in PICs as a core dimension of development.
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Gross Bilateral ODA, 2001-02 Australia

By Income Group (USD million)
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Appendix B: Gross Bilateral ODA, 2001-2002 New Zealand

By Income Group {USD million}
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www.oecd org/dac/stats/donorcharts, © OECD
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Notes

1 1 would like to acknowledge the support of Andrisha Kambaran, my research assis-
tant, in the collection of documents relating to ODA.

2 France continues to practice direct colonialisni in Kanaky (New Caledonia), Tahici
Polynesia (French Polynesia and Wallis and Futuna). The ‘Compact’ dies the former
US Trust Teeritories of FSM, the Marshall Islands and Palau to the United States. The
Cook Islands and Niue are closely linked to New Zealand and Tokelau remains under
NZ’s conteol. Indonesia occupies West Papua.

3 Middle-aged and old men {‘unimane in Kiribati} dominate decision-making in the
patriarchal systems that characterise much of the region.

4 A view has emerged that closer political and economic integration and the lack of
sovereignty have contributed materially betcer standards of living and human rights in
such countries compared with those that are politically independent (Bertram and
Watters 1985; Crocombe 2004).
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5 The ethnically exclusive Fijian military has engaged in chree military coups under-
mining demacratic electoral outcomes; the Solomen Islands police were involved in
the 2000 coup that overthrew Prime Minister Bart Ulufalu’s government; the PNG
and Vanuatu security forces have mutinied periodically.

6 Region-wide, there is only one job for every seven people looking for employment
(Pacific Regional Strategy Paper 2002-2007, p. 22).

7 'The heavily remittance-dependent economies of Samoa and Tonga have experienced
growth. Samoa has engaged in the reform process most consistently and has shown
annual growth rates in the past five years. With the collapse of its squash exports,
Tongan economic prospects are not positive,

8 HIV/AIDS has spread through virtually all PICs, but the sitation in Papua New
Guinea is especially worrying, with an estimated 40,000 HIV-positive cases. Illnesses,
such as malaria, TB, respiratory and infectious diseases, remain significant threats in
Melanesia. Lifestyle diseases such as diabetes and cardiovascular problems have
become rampant in Micronesia and Polynesia.

9 Axstralia sided with the United States in downplaying the environmental impacts of
human activities and sought to dilute the Kyoto Protocel, much to the chagrin of
PICs representatives.

10 Some Pacific experts continue to subscribe to the notion of ‘subsistence affluence’,
which in my view is not present equally in all PICs and in any case raises the issue of
what is defined as affluence.

11 From 1977 to the carly 1990s, the Brirish Government had an Aid and Trade
Provision system that ensured that development assistance was to benefit the British
economy (Yamauchi 2003).

12 Inrernational financial institutions have a powerful invasive role where a counery has
fallen into the debr trap as well a5 a missionary role in determining macto-economic
policies.

13 Comprises 30 OECD member states.

14 A recent QECD news release (14 May 2004) stated that aid volume had risen by 11
per cent in the past two years, after a decade of decline.

15 Presentation by former Congressman Robert Underwood, ‘Pacific Security — A
Micronesian Perspective’, at Securing a Peaceful Pacific Conference, University of
Cantetbury, Christchurch, 15-17 Qctober 2004.

16 While the British contribution is partly incorporated in EU aid to the region and the
United States makes direce subventions to the ‘Compact’ states, these donor countries
have shifted their interest to the former Soviet Bloc countries in transition, which
have bigger markets and natural resources.

17 Australia and New Zealand had agreements with the Sovie: Union allowing the
latter’s fishing boats into certain ports, This raised the issue of the white man’s burden
and continuing paternalism towards black Islanders!

18 The Los Angeles Times, in an article headlined “China, Taiwan court tiny group of
islands’, reported that Vanuacu had ‘become the belle of the cross-straits ball as China
and Taiwan open their chequebooks and compete for ies loyalty'. Taiwan had
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promised $30 million against Chira’s $10 mitlion. The ardcle further reported thar
26 countries recognised Taiwan — 'mostly impoverished nations in Latin America,
Africa and the Pacific. An additional 160 tecognize Beijing,’ P

19 A marter char is critical in development assistance, which can be the sub]ecc of a
separate paper, is aid and ethnicity. With respect to training and equipping police and
military forces, donor countries and agencies (such as the UN) must take cognisance
of the ethnic composirion of security forces. In Fiji, the Selomon Islands and Papua
New Guinea, as well as in Vanuaru, ethnicity has been a factor in political destabilisa-
tion by and withimsecurity forces. In Fiji's case, it appears thar in pursuit of their own
interests, the UN and Australia are not prepared to reflect on the morality of arming
one ethnic group in a multi-ethnic society. This in the contexc of a military thar has a
track record of three military coups-and a mutiny in the past 17 years.

20 This chapeer has not addressed the use of ODA to meer the dangers posed by unsus-
tainable exploitation of natural resources such as fisheries and forestry. Australia and
New Zealand, rogether with the Global Environment Facility and the South Pacific
Regional Environmensal-Programme;-have made efforcs to mitigate the destruction of
nacural resources and biodiversity in PICs.
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