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FOREWORD

The Development Assistance Committee (DAC) conducts periodic reviews to improve the individua
and collective development co-operation efforts of DAC members. The policies and efforts of
individual members are criticaly examined approximately once every four years. Five or six
programmes are examined annually. The OECD’s Development Co-operation Directorate (DCD)
provides analytical support and is responsible for developing and maintaining the conceptua
framework within which the Peer Reviews are undertaken.

The Peer Review is prepared by a team, consisting of representatives of the Secretariat working with
officials from two DAC members who are designated as examiners. The country under review
provides a memorandum setting out the main developments in its policies and programmes. Then the
Secretariat and the examiners visit the capital to interview officials, parliamentarians, as well as civil
society and NGO representatives of the donor country to obtain afirst-hand insight into current issues
surrounding the development co-operation efforts of the member concerned. Field visits assess how
members are implementing the major DAC policies, principles and concerns, and review operationsin
recipient countries, particularly with regard to poverty reduction, sustainability, gender equality and
other aspects of participatory development, and local aid co-ordination.

The Secretariat then prepares a draft report on the member’s development co-operation which is the
basis for the DAC review meeting at the OECD. At this meeting senior officials from the member
under review respond to questions posed by DAC members led by the examiners. These questions are
formulated by the Secretariat in association with the examiners. The main discussion points and
operational policy recommendations emerging from the review meeting are set out in the Main
Findings and Recommendations section of the publication.

This publication contains the Main Findings and Recommendations as agreed by the Development
Assistance Committee following its review on 15 November 2002 at the OECD, and the report
prepared by the Secretariat in association with the examiners, representing Italy and the Netherlands,
on the development co-operation policies and efforts of Canada. The report is published on the
authority of the Secretary-General of the OECD.

Jean-Claude Faure
DAC Chairman
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Signs used:
CAD Canadian dollar
usD United States dollars
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Canada'said at a glance

Gross Bilateral ODA, 1999-2000 average, unless otherwise shown

CANADA

Change By Income Group (USD m)I
Net ODA 2000 2001 2000/2001
Current (USD m) 1744 1533 -12.1%
Constant (2000 USD m) 1744 1580 -9.4%
In Canadian Dollars (million) 2589 2373 -8.3%
ODA/GNI 0.25% 0.22% 104
Bilateral share 67% 78%
Net Official Aid (OA) 631
Current (USD m) 165 152 -7.8%

58

Top Ten Recipients of Gross
ODA/OA (USD million)

0 21

By Region (USD m)

187
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202
90
582
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34

Clockwise from top
HLDCs
B Other Low-Income
B Lower Middle-
Income
O Upper Middle-
Income
OHigh-Income

O Unallocated

1 Poland (OA) 124 M Sub-Saharan
2 Bangladesh 34 Africa
3 China 30 B South and Central
. Asia
4 Ind_o_ne5|a 26 O Other Asia and
5 Haiti 23 Oceania
6 India 19 OMiddle East and
. North Africa
7 Statgs Ex-Yugoslavia Unsp. 18 OLatin America and
8 Ukraine (OA) 17 Caribbean
9 Mali 16 I Europe
10 Honduras 15 OUnspecified
By Sector
. e 11
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
M Education, Health & Population @ Other Social Infrastructure [ Economic Infrastucture
OProduction O Multisector OProgramme Assistance
O Debt Relief O Emergency Aid M Unspecified

Source: OECD

Note: USD 124 million to Poland is mostly debt relief.
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DAC'SMAIN FINDINGSAND RECOMMENDATIONS

The last Development Assistance Committee (DAC) Review of Canada's development
co-operation, held in January 1998, highlighted Canada' s special ability to help lead the international
community towards action which pushes out the frontiers of international co-operation. At the same
time it noted that, in the context of a fundamental fiscal adjustment to respond to its domestic public
debt burden, Canada' s aid budget had been cut by 29% over six years, more than in any other area of
Canadian public spending. As a result, Canada' s official development assistance effort (as measured
by the ODA/GNI ratio) had declined steeply from 0.45% at the beginning of the 1990s and was
projected to fal below 0.30% by the end of the decade. (In fact, partly reflecting fast growth in
Canada s gross national income (GNI), the ODA/GNI ratio fell to 0.25% in 2000 and 0.22% in 2001).
The DAC pointed out that these trends had created a paradox at the heart of Canada’ sinternationalism,
given the continuing determination to be involved in a very wide range of issues and with as wide a
range of partners as possible. This paradox raised concerns about Canada's ability to meet
expectations, both at home and abroad, for itsrole in the world.

An impressive series of major funding and policy decisions by the Canadian government in 2002
alows the DAC in this Review to acknowledge and assess the effort now underway to address this
paradox:

e The International Assistance Envelope (IAE), of which ODA comprises 80%, is to be
increased by 8% per year until the end of the decade, with the goa of doubling the
volume of ODA and raising the ODA/GNI ratio to somewhere near 0.35%, with the
ultimate aim of reaching the United Nations target of 0.7%.

+ Canada has announced a wideranging set of measures to support African
development, including a CAD 100 million investment fund to support private sector
development in Africa (See Annex | of the Secretariat Report). Half of the increase in
ODA is to go to Africa, to which the special CAD 500 million alocation announced
last year for Africa is to be added. The Canadian authorities calculate that about
CAD 6 billion in existing and new aid flows financed by Canada in the next five years,
will go to Africa

* On the trade liberalisation front, Least Developed Countries (LDCs) are to have free
access to the Canadian market (with exceptionsin afew areas of agricultural trade).

e Adopting the DAC Recommendation on Untying of ODA to LDCs, Canadaisto untie
asignificant part of itsfinancial and project assistance.

A further feature of 2002 has been Canada’'s leadership of the G8 Summit, held in Kananaskis,
and chaired by the Prime Minister of Canada. In particular the G8 Action Plan for Africa, and the
participation for the first time of five African Heads of State, representing the New Partnership for
Africas Development (NEPAD) in the Summit meeting itself, owes much to Canadian efforts. These
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included Prime Ministerial visits to Africa and consultations throughout Canada. The G8 Education
Action Plan also was an outcome from the Summit which reflected specia leadership from Canada.

Along with these major policy breakthroughs in aid volume and on the wider policy coherence
front, the Canadian International Development Agency (CIDA), has been broadening and deepening
the organisational change process which wasin an early phase at the time of the 1998 review. CIDA is
now fully engaged in a thorough-going renewal of its business model, aiming to transform itself from
a project-oriented organisation contracting with many “executing agencies’, mainly Canadian, to a
programme and country focused organisation operating within the framework of developing country
driven development strategies, aimed notably at poverty reduction and the achievement of the
Millennium Devel opment Goals.

Canada' s devel opment co-operation thus has a strong new wind in its sails. The political impulse
that has been generated at the highest level will need to continue as Canada confronts the challenges
involved in carrying its new programme forward. These challenges, which are well recognised by the
Canadian authorities, include:

* Engaging and maintaining public support as Canada's aid becomes less identifiably
Canadian but more focused on overall country level results emerging from
collaborative efforts with devel oping country partners and other donors.

* Integrating the new development co-operation orientations into Canadian foreign
policy and reinforcing co-ordination across the government system in international
assistance activities and policy coherence.

» Reconciling the programme and country focus in aid policy with the current wide
dispersion of Canada’ s aid and with the longstanding role of "Canadian partners' in aid
delivery.

* The implications for CIDA’s organisational style, including the role and
responsibilities of field missions vis-a-vis Ottawa, the skills and qualities of its staff,
and the way in which its results-based management system and other information
systems operate.

Overall framework and new orientations
Consolidating Canada’ s development co-operation orientations

Canada’'s 1995 foreign policy statement Canada in the World, which remains the overall
reference point for Canada’ s development co-operation policy, is currently being updated. Founded on
an assessment of the changing world since the end of the Cold War and wide consultations with the
Canadian public, it identified three key objectives: the promotion of prosperity and employment; the
protection of Canadian security, within a stable global framework; and the projection of Canadian
values and culture. It sets the mandates for Canada's ODA programme — first, to support sustainable
development in developing countries in order to reduce poverty and to contribute to a more secure,
equitable and prosperous world; and second, to support economic prosperity and economic liberalism
in Centra and Eastern Europe by building mutually beneficial partnerships (CIDA took over
operational responsibility from the Department of Foreign Affairs and International Trade in 1996).
Canada in the World placed poverty, inequality and lack of human rights high among the issues to be
addressed. Bringing the developing world into the international economic system was listed as among
the major priorities for Canadian policy on the international economic system. Written at a time of
fiscal austerity, it stressed that internationa assistance was a vital instrument for the achievement of
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the three key foreign policy objectives, while at the same time indicating that the purposes of the
programme and the manner of its delivery had been reassessed to ensure that it would serve clear and
identifiable national interests and that the scarce resources dedicated to it were used with maximum
efficiency. It set six programmes priorities for Canadian ODA: basic human needs, women in
development, infrastructure services, human rights, democracy, good governance, private sector
devel opment and environment.

Since 1995, as signalled by the Millennium Development Goals adopted by Heads of State at the
UN Millennium Summit, poverty reduction has emerged more clearly than before as the overarching
goal of international development co-operation. This is reflected in CIDA’s more recent policy
documents, notably CIDA’s Sustainable Development Strategy 2001-2003, which is based on the
mandates included in Canada in the World described above and congtitutes its business plan. The
document sets two programme priorities and a core management goal, implementing CIDA’s
sustainable development mandate by applying a management-system approach based on continual
improvement.

The Strategy has since been complemented by two further key documents. CIDA's Social
Development Priorities. A Framework for Action, with explicit reference to the internationa
consensus on development goals, sets out CIDA’s plans to focus more of its resources on some key
social priorities intimately related to poverty reduction. It establishes precise funding levels for 1999-
2004 in four areas— basic health and nutrition, basic education, HIV/AIDS, and child protection. On
the management goal, CIDA has published, after a wide consultation process, Strengthening Aid
Effectiveness, New Approaches to Canada’s International Assistance Program, which again refers to
the international consensus on targets and principles, notably stronger partnerships/compacts between
developing countries and their externa partners, local ownership, improved donor co-ordination,
results based approaches and greater policy coherence in non-aid areas. The document then explores
the implications for programming approaches and management.

In addition, CIDA has continued to strengthen its emphasis on cross-cutting areas such as gender
equality, environmental sustainability and capacity development. (In this latter area, Canada has
created a “Partnership for International Co-operation in Governance and Public Sector Management”
with participation from over 40 federal institutions).

The current updating of Canada in the World should afford an opportunity to place al these new
reference points, notably on poverty reduction, within a coherent and compact statement of Canada’'s
overall development priorities and strategies as a guide for the range of development-related policies
and activities across the Canadian government system. It could also be an occasion to set out future
orientations for development co-operation in Central and Eastern Europe, given that most of these
countries are set to join the European Union as soon as 2004. It should also provide the opportunity for
a new statement on how national objectives are to be reflected in Canadian development co-operation
and be coherent with devel opment objectives.

Focusing the increase in the International Assistance Envelope and maintaining public
support

The 8% per annum increase in the IAE will generate something like CAD 200 million in
additional funding in the first year (and rising in subsequent years), to be allocated between ODA and
non-ODA activities, between CIDA and other parts of the Canadian government, and between bilatera
and multilateral aid. The alocation process for the IAE is managed by the Minister for Internationa
Co-operation, in consultation with other ministers involved, athough the Minister's own
accountability extends only to CIDA, the agency she isresponsible for.
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Public announcements have aready indicated that the IAE alocations will enable ODA to be
doubled over the decade, implying at least an 80% share for ODA. For CIDA, this will provide scope
to focus increased ODA on a relatively small number of developing country partners. This would
address a long recognised weak point in Canadian aid — the wide dispersion of aid among many small
country programmes and Canadian partners. As a result, only 45% of Canada's bilateral aid can be
traced through to particular developing country partners and regions (the lowest ratio in the DAC).
Canada has amost no partner countries in which it has critical mass, given the highly projectised
nature of its aid and the extensive role of Canadian executing agencies.

With the new emphasis on programme approaches, this dispersion is increasingly problematic,
not least in terms of the difficulty of demonstrating clear linkages between Canadian aid and
development results at the country level. Public opinion polls indicate that the Canadian public
strongly supports the aid effort, while remaining sceptical about its effectiveness. Significant financia
contributions to effective sector programmes and budget support, and a corresponding voice in the
“mutual accountability” relationships that are emerging with countries where these modalities can be
employed, will be an important way to show how Canada is contributing to collective action with clear
impact. CIDA intends to focus its additional aid through enhanced partnerships with a limited number
of developing countries, based on poverty levels and commitment to devel opment effectiveness, and to
move towards more sector concentration in all of its partner countries.

Maintaining public support over a whole decade will be critical for delivering on the announced
increases in ODA. Thiswill require an effective strategy for public engagement in the unfolding story
of Canada's aid effort, covering the objectives, the modalities and the risks, and with more concrete
emphasis on country-level results and challenges. The public consultations on Srengthening Aid
Effectiveness and on the G8 Africa Plan were significant moves in this direction. But Canada does not
yet have an effective communications tool for such engagement. The transformation of the annua
report to Parliament on the IAE, currently produced by CIDA, into a public communications tool may
be one way forward.

Recommendations

(1) Canada's commitments to increase aid annualy by 8%, to liberalise trade and further
untie aid are welcomed, and Canada is encouraged to maintain the wide public support
needed to carry these initiatives through to effective implementation.

(i) In updating Canada in the World, Canada should integrate the central role of poverty
reduction and its linkages with programme priorities and with non-aid foreign policy
objectives.

(i)  CIDA isencouraged to implement its recently announced intention to focus the additional
aid resources on alimited number of recipient countries with the aim of achieving greater
impact.

(iv)  The revival of an annual report by CIDA to the public and launching of a report on

Canada s overall ODA effort could enhance transparency and accountability as well as
help build public confidence in the results achieved through devel opment co-operation.
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Poalicy coherence and broader Canadian engagement in development co-oper ation
Becoming more systematic in working for greater policy coherence

Canada' s close association of national objectives and partners with its development co-operation
efforts have created a number of policy coherence challenges. At the time of the previous Review, it
was not possible to think that Canada might untie its aid and provide duty and quota free market
access to LDCs. These two decisions taken in 2002 thus mark a major turnaround in Canadian
policies, requiring political leadership from the top. Canada is congratulated on these moves and
encouraged in carrying them through to implementation in ways that will provide the maximum
opportunities to the LDCs. CIDA has, for example, sought and obtained authority to award service
contracts to non-nationals. In accordance with the terms of the Recommendation to untie ODA to the
LDCs on effort-sharing, Canada should undertake its best endeavours to identify and implement
supplementary actions to untie its bilateral assistance. CIDA is encouraged to use its new authority to
award contracts internationally in pursuing these supplementary efforts.

As the whole set of recent decisions on development policy illustrate, co-ordination and impetus
on development issues are at their maximum at Cabinet level in Canada under the leadership of the
Prime Minister and the Privy Council Office. Senior and working level officials are in constant touch
on an ad hoc daily basis on awide range of issues, and a strong interdepartmental culture supports this
Cabinet level co-ordination. But there are signs that more structured approaches are being devel oped
and that this trend needs to be taken further as some of the complex development-related issues in
today’ s world require a more systematic and forward-looking approach and more active monitoring of
relevant domestic policies. For elaborating Canada’'s response to the Doha Development Agenda, an
interdepartmental group has been formed, which is supported by the DFAIT’ s Development and Trade
Unit as well as CIDA, with ajoint post created in Geneva. CIDA and DFAIT are also beginning to
work together more systematically to identify and address country-specific human security issues that
could generate conflict in the future. An interdepartmental Program Advisory Committee on Human
Security (PAC) has been formed at a senior level, bringing in a relevant range of government
departments, and meets at the beginning of DFAIT’ s business planning cycle and at other times during
the year as circumstances require. This may provide amodel for concertation in other policy areas.

With the strengthening of its Policy Branch, CIDA is now much better placed to play a broader
and more proactive role on policy coherence issues within the Canadian system and more generally, to
help to pull together the various development co-operation activities across the federal agencies,
working in conjunction with DFAIT, including its Global Issues Department.

Placing Canadian partnershipsin the new international development policy context

While many DAC members see the active engagement of their own people, enterprises,
universities and other institutions in their aid effort as a particularly valuable part of their foreign
assistance, Canada has been one of the earliest and most thorough-going in this respect. A wide range
of Canadian actors are thus involved in the implementation of the aid programme, with 15% of
CIDA’s budget going through its Partnership Branch and a strong reliance by regional and country
programmes on Canadian “executing agents”.

In terms of development impact, there are many instances where long-term twinning rel ationships
or special Canadian expertise in the right place at the right time have produced remarkable capacity
building results. Canada has a large number of institutions, large and small, with a development
vocation. The IDRC, created to generate research partnershipsin the developing world, has been at the
frontiers of some notable successes in development co-operation. As mentioned above, Canada has
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created a new framework for development partnerships on public management issues, drawing on the
skills and experience of awide range of Federal ingtitutions. On the less positive side, there has been a
tendency for Canadian partners to see their funding from CIDA as an entitlement, for the Canadian
Partnerships to drive programming decisions and at times to undermine rather than underpin
ingtitutional development in developing countries. And support for private sector involvement may
end up as support for the Canadian enterprise rather than for private sector development in the
developing countries. The diverse but strong Canadian NGO movement has for some time found itself
in a dilemma as it tries to fulfil its role as both a critic and a supporter of Canada's development
policies and programmes, while being itself among CIDA’s main contractors.

With the shift to a development co-operation paradigm based on partnership with developing
countries, with local ownership of nationally determined development strategies and programmes,
there is a clear need for adaptation in the use of Canadian partners and in their roles. It is important
that Canadian NGOs are in a position to act as independent assessors of the quality of the new
“enhanced partnerships’ with developing countries and of associated CIDA support. And other
Canadian ingtitutions must be harnessed in the context of a model which is based on developing
country leadership — they must become “accompanying agencies’ rather than “executing agencies’. In
developing countries where such partnership models are not possible (i.e. “difficult partnerships’ or
“low-income countries under stress’, now the subject of much attention in the DAC, the World Bank
and the United Nations Development Programme), non-governmental organisations and other civil
society organisations will continue to be actors of choice, although strengthening the state will also be
critical when circumstances permit.

CIDA is discussing these issues with its Canadian partners on the basis of a consultation
document.

Recommendations

(i) In order to maximise its impact on poverty reduction, Canada’ s commitment to policy
coherence for development needs to be supported by a system for mobilising efforts
across the government, including more structured collaboration between CIDA and
DFAIT aswell as other federal departments and agencies.

(i) Canada should take a more proactive approach in analysing the impact on developing
countries of non-aid policies such as trade, agriculture and immigration.

(i)  CIDA isencouraged to consider ways of increasing local ownership by reviewing therole
of Canadian civil society entities and Canadian executing agencies against its intention to
shift towards programme-based approaches. The contribution of various Canadian actors
and their role in supporting country-led poverty reduction strategies should be more
systematically assessed.

Strengthening aid effectiveness. the change processin CIDA

From projects to strategic objectives, programmes and policy analysis

CIDA has recognised for some years that it would need to change its way of doing business, but
recently it has put this challenge at the centre of its objectives, engaging in a major sdf-critique.
Essentially, the problem identified by CIDA management is that CIDA had become over the years a

project-generating machine, using over 30 different business models. This created a process-intensive
organisation heavily centred in head office and with high administrative costs (CIDA’ s administrative
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costs are 11% of the bilateral budget compared with an average of 6% for other DAC members). The
skill base of the organisation had shifted to contract management, at the expense of strategy
development and associated policy analysis and programming. Field staff had become political and
administrative facilitators at the service of project holders in Ottawa and project counterparts at the
country level.

CIDA management is keenly aware that this organisational style must be adapted to the new
development co-operation model, in which developing countries produce their own strategies and
donor agencies provide co-ordinated support within those strategies. Furthermore, the development
problematic is now being defined in a much more sophisticated and comprehensive way. With the aid
budget set now to expand rather than contract as it has done over the last decade, effective
disbursement will not be feasible using project modalities. Accordingly, CIDA is now creating
Country Development Programming Frameworks (CDPFs) as the key organising tool for its country-
level activities, moving to reduce the number of sectors in which it works, and looking to shift from
projects to programme approaches, including participation in multi-donor sector-wide programmes
and budget support. It has created a Business Transformation Unit to pilot the change process, which it
sees as taking at least five years, and moving the organisation towards just three business models. It
has also formulated a new Human Resources strategy designed to re-skill CIDA with the kinds of
policy analysts who can help develop comprehensive strategies and engage in dialogue with other
Canadian departments and with developing country policymakers and donor counterparts at the
country level.

The Treasury Board and other authorisations needed to provide financial support to budgets are
currently under discussion, and CIDA is participating actively in the efforts in the DAC to harmonise
donor practices to facilitate the strengthening of financial management and reporting systems in
developing countries needed for such approaches.

Moving forward with Results-Based M anagement, evaluation and audit

CIDA has been one of the pioneersin results-based management (RBM) and supports the current
international effort, centred around the MDGs, to apply RBM across the whole aid system, multilateral
aswell as bilateral. The Office of the Auditor General in Canada has been a source of encouragement
and advice to CIDA in this endeavour and is fully behind CIDA’s move from projects to programmes
and to now assess agency results at this level.

In fact, RBM at the project level was proving difficult to operate on a number of fronts.
Aggregating results from the large number of small projects in so many different countries to produce
agency level results is highly complex and not productive in terms of providing strong management
information at the agency level. Staff tended to see and use RBM as a control and reporting
mechanism rather than as a strategic planning tool. Finding the right level for conducting evaluations
that yield timely and useful management information has also been an issue, as it is for other donor
agencies. CIDA’s intention is to put the focus on country and institutional evaluations over the next
five years, to support the introduction of Country Development Programming Frameworks.
Meanwhile the interna audit system is shifting to a more results-oriented learning function, with an
emphasis on best practices rather than compliance.

Rethinking therelationship with field offices
Working in the framework of the developing countries own strategies and in close co-ordination

with other donors will require providing much more authority to the field level for both financia
commitments and for policy dialogue. CIDA remains among the most centralised agenciesin the DAC
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in these terms and is now looking at other models of field presence as part of its transformation
process. Currently, there is a triangular relationship between Ottawa, CIDA staff seconded to
Embassies in partner countries and Programme Support Units (PSUs) which are essentially staffed by
local people to manage projects, and this produces a certain amount of redundancy and frequent
missions from Ottawa to the field. Canada will need to resolve this problem, particularly for
"enhanced partnership countries', in the context of a management system that is based on the CDPF as
a common strategic reference point for a more concentrated assistance effort, with enhanced and
shared flows of information and clearer assignments of tasks. CIDA, as other donors, should take care
not to be over-reliant on recruiting loca professionals to operate at the country level, which risks
depleting the human resources needed by partner governments to upgrade their public management
capacities.

Recommendations

() Canada is encouraged in its efforts to shift towards programme-based approaches with
greater local ownership where the policy and management environment are conducive,
and to focus on fewer sectorsin a selected number of recipient countries.

(i) The pardlel shift towards making RBM more strategic and selective in identifying the
significant results to be measured is also encouraged as a requirement for generating key
management information and tracking CIDA's contribution to collective donor efforts to
help achieve the MDGs.

(iii)  CIDA should clarify the respective roles of staff in headquarters, embassies and PSUs and

envisage more delegated authority to the field in the context of the new business modelsit
is developing, especially for programme-type approaches.
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CHAPTER 1

NEW DEVELOPMENTSAND OVERALL FRAMEWORK

New developments

Canada has made significant progress in commitments for assisting developing countries. At the
Monterrey International Conference on Financing for Development in 2002, the Prime Minister
announced an 8% annual increase in the International Assistance Envelope (IAE)" so that Official
Development Assistance (ODA) could double by the end of the decade. (See Chapter 2.) Half the
increase over five years (USD 1.1 billion) will be alocated towards Africa. This is part of the
Canadian dollars (CAD) 6 billion [United States dollars (USD 3.9 billion)] of existing and new
resources committed to the region at the G8 Summit in Kananaskis in 2002 (see Annex |), in the
Context of the G8 Africa Action Plan and the New Partnership for Africa’'s Development (NEPAD).
Canada also announced that it will extend as of January 2003 duty-free and quota-free market access
to imports from least developed countries (LDCs). (See Box 1.) Findly, following the Devel opment
Assistance Committee's (DAC) Recommendations on Untying Aid to LDCs, the Cabinet approved in
June 2002 a new policy for aid untying.

Box 1. Canada's commitment to the G8 Africa Action Plan

Economic growth

* Quota and duty-free access for LDC imports.

« Private sector investment fund for infrastructure.
¢ Trade capacity building.

« Bridging the digital divide.

Strengthening institutions and governance
* Public sector capacity building.

e Strengthening parliamentary system.

* NEPAD support.

* West Africa regional security.

Investing in the people and future

» Basic education.

HIV/AIDS research.

Polio eradication.

Agricultural productivity.

Water and energy infrastructure and management.

1 As explained in previous peer reviews, Canada s |AE is the domestic term for its aid budget, which
includes both ODA and Official Aid.
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These commitments mark a major turnaround since the Peer Review of Canadain 1998, when the
aid budget had been cut by 29% over six years and prospects for trade liberalisation toward the LDCs
and untying aid were at a standstill. The above developments are welcomed and Canada is strongly
encouraged to follow through on the commitments.

It is interesting to note that devel opment co-operation issues have been taken through the Cabinet
five times in the past two years, an indicator of the increased prominence aid issues have been
accorded of late by the Canadian government. Furthermore, the Prime Minister has personally taken
the lead in magjor initiatives on aid volume, development co-operation with Africa and trade
liberalisation for LDCs. These indications suggest that development co-operation policy is being
recognised as having a key role in Canadas overall foreign policy frameworks. It is hoped that this
will have a positive influence on the treatment by Canada regarding major issues of policy coherence
for development (see Chapter 4).

Principlesin development co-operation

Canada's foreign policy principles and its international assistance objectives mentioned in the
government’s 1995 Foreign Policy Statement, Canada in the World, remain unchanged from the last
Peer Review. However, the foreign policy is being updated and is expected to be completed by the end
of the year. Briefly, the current principles are: promoting Canada's prosperity and employment;
protecting Canada's security; and projecting Canadian values and culture. International assistance,
which is part of the foreign policy, has two main goals: a) reduce poverty by supporting sustainable
development in developing countries; and b) support democratic development and economic
liberalisation in Central and Eastern Europe by building mutually beneficial partnerships. The policy
has six programme priorities that remain in force: basic human needs, women in development;
infrastructure services, human rights, democracy and good governance; private sector development;
and the environment.

For the Canadian International Development Agency (CIDA), three new strategies have been
developed since the last Peer Review. The Sustainable Development Strategy 2001-03 is part of a
government-wide requirement and CIDA’s medium-term plan in programming and performance
measurement, which reinforces the two main goals of international assistance stated in Canada in the
World. In order to meet these goals, it states that CIDA must strengthen the co-ordination of its
various programmes and continuoudly learn from innovative knowledge management.

The Social Development Priorities commits CIDA to a five-year action plan (2000-2005) in four
specific areas. basic hedth and nutrition; basic education; HIV/AIDS; and child protection, with
gender equality as an integral part of these priority areas. Finaly, Canada Making a Difference in the
World: a Policy Statement on Srengthening Aid Effectiveness, released in September 2002 by the
Minister for International Co-operation, proposes significant changes in CIDA's modus operandi to
increase impact. (See Box 2). In order to finalise the policy, the former Minister held a country-wide
consultation in the fall of 2001 with various Canadian partners, including civil society and the private
sector. The document acknowledges that there is much work to be done to implement the new
approaches, such as country selection, aid untying, strategies for agriculture and private sector
development, and new partnership with Africa. The adoption by the Canadian government of the
policy represents a significant evolution towards a more government-wide shared development policy.

While these strategies provide CIDA with basic operational frameworks, the order and

consistency between the various principles, objectives, and priorities among them could be clarified.
First, CIDA isrequired to work and respond directly within the overall foreign policy mandate, which
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expects strong involvement of Canadian civil society and private sector in the aid programme. (See
Chapter 5.) Given the new emphasis on ownership mentioned in Srengthening Aid Effectiveness, this
will pose a mgjor challenge in CIDA's traditional approach of civil society being a driving force of
programming. Furthermore, although poverty reduction is mentioned as one of the central goals in
Canada' s development co-operation and in CIDA’s operations, the links with the six programme
priorities are not elaborated. In fact, these priorities do not necessarily coincide with resource
alocation (e.g. infrastructure) or conceptual emphasis (e.g. gender equality) anymore and a so obscure
some significant activities (e.g. humanitarian assistance and peace building). It is therefore important
for CIDA to elucidate the hierarchy of its governing principles, particularly to enable the genera
public to understand better the logic of CIDA's activities. The updated foreign policy could also reflect
changes as well as incorporate the emerging issues from globalisation, such as policy coherence for
devel opment.

Box 2. Strengthening Aid Effectiveness

The statement focuses on aid effectiveness and explores ways in which CIDA can enhance the impact of its
programming. Key issues include:

New approaches firmly situated within locally owned frameworks.

Harmonisation of donor practices.

Enhanced partnership with a limited number of the poorest countries and reduced number of sectors.
Continued commitment in doubling resources over five years to Social Development Priorities.
Completion of strategies for agriculture and rural development and for private sector development.
Improvement in policy coherence.

Free market access for LDCs.

Untying aid.

Increased focus on Africa, particularly the poorer countries.

Enhance field presence in selected countries.

Moving towards a programme approach and measuring results at the programme and country levels.

Major features of Canadian aid

Canada' s geographical dispersion of aid has been a long-standing issue, raised particularly in
three previous peer reviews (see Annex |1). The dispersion is due to several reasons. Canada does not
have a coloniad past and therefore its aid pattern is not influenced by former colonies. It is a large
economy and, being both Anglophone and Francophone, has memberships in many regional and
international bodies such as the G8, Commonwealth, La Francophonie, Organisation of American
States, Asia Pecific Economic Co-operation, and North Atlantic Treaty Organisation. Furthermore,
Canada is a country of immigration with specia interest groups that have contacts with and promote
aid to certain recipient countries, as in the case of Ukraine. Findly, a large share of Canadian aid
involves civil society, which generally resists restrictions on utilisation of funds such as focusing on a
few countries to operate in. However, more than half of Canada’'s bilateral ODA is reported to the
DAC as “unallocable’, so the true extent to which Canadian aid is dispersed is currently unknown.
(See Chapter 2)

CIDA administers approximately 80% of the IAE - or 63% of total Canadian aid, defined by the
DAC. (See Chapter 2.) There are many other federa departments which undertake aid activities,
carrying out inter-departmental co-ordination as needs arise. At the same time, Canada is yet to
develop a more comprehensive strategy and accountability system to improve co-ordination among the
major actors. (See Chapter5.) At the field level, CIDA develops a Country Development
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Programming Framework (CDPF), but relevant activities of other federal departments could further be
incorporated. (See Chapter 6.) Furthermore, an annual ODA report designed for a broader audience
would also help give an overal picture of Canadian aid and help increase transparency and
accountability.

CIDA is a sizeable and complex organisation with high administrative costs compared to its
budget levels and that of other DAC members. Part of the reason could be the high transaction costs of
administering different instruments and a large number of partnerships with Canadian civil society.
Furthermore, CIDA is aso obliged to fulfil various government-wide requirements such as
Results-Based Management (RBM) and Government On-Line, which demand extra staff time. In the
field, CIDA representation is relatively small, possibly as a reaction towards the major decentralisation
effort carried out in the late 1980s, which was a costly exercise, particularly given the large number of
countries of operation. In the future, CIDA plans to move towards a more programme-based approach
(see Chapter 6), including possibly budget support, which could affect human resource issues such as
staffing and skills-mix.

Accountability and Reporting

Canada' s accountability systemis not entirely comprehensive. Canada does not have a permanent
advisory council composed of different representatives from the government and civil society that
could advise and question the strategic choices and implementation of Canadian aid. The Parliament’s
Sub-Committee on Human Rights and International Development - part of the Standing Committee on
Foreign Affairs and International Trade — has not been engaged in discussing substantive or technical
issues, such as priority countries, moving towards a programme-based approach, or enhancing conflict
prevention and anti-terrorism. In general, Canadian Parliamentarians are interested in visible projects
such as building schools and involvement of Canadian companies and people in aid activities. As for
the IAE, the Minister for International Co-operation reports annualy only on CIDA's performance to
the Parliament and Canadians through the Departmental Performance Report. Ministers of other
federa departments assume accountability for their portion of IAE. In other words, |AE accountability
is fragmented and lacks an overall vision.

A unique feature in Canada is that the Office of the Auditor General (OAG) is greatly involved in
the accountability of CIDA’s use of funds. Recently, the OAG has been concerned with CIDA’s
quality of reporting to the public and has been advising the agency, asit has al federal departments, to
provide a more tangible description of what they do and are trying to achieve. The OAG is aso
generally supportive of initiatives such as aid untying, budget support, outcome orientation, and so on.
(See Chapter 5.)

Public opinion and information

The Canadian public isin general receptive to development co-operation. According to the public
opinion poll carried out in 2002 by CIDA's contractor, more than eight in ten Canadians expressed
support for Canada’s development and humanitarian assistance programmes, but felt that their aid
money was not reaching those who needed it most. In short, the public wants to see more evidence of
poor peopl€e’ s lives being improved. The survey results are made available at the Library of Parliament
and CIDA disseminates them to non-governmental organisations (NGOs). CIDA coordinatesits public
opinion research with other agencies and federal departments [Communication Canada, Department of
Foreign Affairs and International Trade (DFAIT)] and consultation is held widely within the agency.
CIDA could henceforth further enrich the surveys by including pertinent questions, for example, on
Canada s ODA relative to other domestic expenditures and volumes of other donors, aid untying and
issues of coherence with non-aid policies such as trade, agriculture, and immigration.
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CIDA’s budget for public communication is about CAD 26 million (USD 17 million) for
2002/2003? - the agency is planning to increase this further. CIDA emphasises that building public
support for asignificant ODA increase is an important challenge and is in the process of developing a
public engagement strategy. In future activities of public outreach, CIDA is planning to publicise more
the results achieved through its co-operation programme, especialy sinceit is one of the commitments
stated in Canada in the World. In 1995/96, CIDA ceased the publication of the agency’s annual report
to the public and currently prepares documents only to the Parliament. The latter reports are available
on CIDA’s website: however, since they are not tailored to enhance the understanding or appreciation
of development co-operation by the general population, CIDA should revive its annua report
publication for the public.

Future consider ations

Canada's commitments to increase aid annually by 8%, to liberalise trade and further untie aid are
welcomed and Canada is encouraged to maintain the wide public support needed to carry these
initiatives through to effective implementation.

In updating Canada in the World, Canada should integrate the central role of poverty reduction
and its linkages with programme priorities and with non-aid foreign policy objectives.

The revival of an annual report by CIDA to the public and launching of a report on Canada’'s
overall ODA effort could enhance transparency and accountability as well as build public confidence
in the results achieved through development co-operation.

2. Includes total budgets for civil society activities in development education plus operating budget and
salary for the Communications Branch. Salary for relevant staff of the Partnership Branch is not
included.
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CHAPTER 2

AID VOLUME, CHANNELSAND DISTRIBUTIONS

Official development assistance volume

In 2001, Canada's ODA/Gross national income (GNI) ratio was 0.22%, putting it in 19th place
out of the 22 DAC member countries on this measure (see Figurelll-1 in Annex I11). The ratio has
been steadily declining since a peak of 0.50% in the 1980s. ODA has also declined in real terms over
the period, athough not so sharply. This trend continued between 2000 and 2001, when net ODA
decreased from USD 1.7 billion to USD 1.5 billion,® afall of 9.4% in rea terms (or CAD 2.6 hillion to
CAD 2.4 billion in nomina terms). Canada is now the 11th largest donor in volume compared to 7th
in the early 1990s.

As mentioned in Chapter 1, the Prime Minister has declared his intention to increase the IAE by
8% per annum so as to double ODA volume by the end of the decade and possibly reach 0.35%
ODA/GNI ratio. This scenario, however, assumes continuous economic growth and follow-through on
the pledge by future governments. There is also some ambiguity regarding the exact plans as |IAE
combines ODA and Official aid (OA), and other amounts outside the envelope are also reported to the
DAC as ODA. In fact, past announcements on the IAE increase did not lead to an increase in total
ODA. The government will also need to clarify how the increase will be shared and managed among
the numerous public ingitutions involved in Canadian co-operation, including CIDA, DFAIT,
Department of Finance, and Internationa Development Research Centre (IDRC), with poverty
reduction as the main focus. Canada’s effort to increase ODA is welcomed: at the same time, Canada's
commitment to make concrete efforts in reaching the United Nations' (UN) 0.7% ODA/GNI target,
reiterated at the Johannesburg Summit, also needs to be fulfilled.

Canada’s economic situation

From an economy based on natural resources, Canada is rapidly moving towards a
knowledge-based economy, particularly in information technology. Though the goods-producing
industries still account for alarge share of GNI, the service sector is expanding, employing three out of
four Canadians and generating two-thirds of GNI. Following fiscal deficits of the mid-1990s and
resulting financial reforms, Canada has enjoyed a flourishing economy in recent years that has
exceeded expectations. Gross Domestic Product (GDP) growth in rea terms was 4.4% in 2000, and
despite a downturn in autumn 2001, the economy has recuperated. In July 2002, the Bank of Canada
projected solid economic expansion at an annual rate of 3 to 4%. Unemployment was a 7.5% in
mid-2002, down from a peak of 11% in 1993. Therefore, the current economic situation appears to be
favourable to an ODA increase.

3. In 2000 prices and exchange rate.
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International Assistance Envelope

CIDA has the overal responsibility for the administration of the IAE and managed 79% of the
envelope in 2000. (See Table 1 below.) CIDA's budget was CAD 1.8 hillion (USD 1.2 billion), which
was a significant reduction from a peak of CAD 3.2 billion in the 1980s. The remaining 21% consisted
of activities by other federal departments and agencies such as DFAIT, Finance, IDRC, and so on. A
comprehensive Canadian aid programme vis-a-vis a particular partner country, incorporating the
activities of all federal departments and agencies concerned, is yet to be developed. (See Chapter 6.)

Beyond the IAE, Canada reports to the DAC as ODA and OA various items such as: costs of
maintaining refugees during their first year in Canada; some official bilateral debt relief; imputed
student costs; and others.” In aggregation, the non-IAE component totalled 20% of Canada s ODA/OA
in 2000, or in other words, IAE represented only 80% of Canadian disbursement for development
co-operation. Furthermore, CIDA was directly responsible for only 63% of gross ODA/OA (or 65% of
ODA). This situation has generally remained the same since 1996/97. However, in redlity, CIDA is
substantialy involved in activities related to the IFIs and the UN agencies, athough their funds are
outside the CIDA budget.

Table 1. Distribution by agency of ODA and OA combined in 2000 (USD million)

% of Total % of

Department and agencies Amount Breakdown IAE ODA/OA

I. International Assistance Envelope

(a) CIDA 1208 79% 63%
(b) Other Departments and Agencies 317 21% 17%
Dept. of Finance 136 9% 7%
International Development Research Centre (IDRC) 58 4% 3%
DFAIT 58 4% 3%
Poverty Reduction and Growth Facility (PRGF) 32 2% 2%
Administration 27 2% 1%
Health Canada 4 0.3% 0.2%
Public Works and Government Services and Others 2 0.1% 0.1%
Total IAE 1525 100% 80%
Il. Other Costs reported to the DAC as ODA/OA
Costs of maintaining refugees during the first year 143 7%
in Canada
Imputed Student Costs 39 2%
Official bilateral debt relief 120 6%
Others (see footnote™) 82 4%
Total Other ODA/OA 384 20%
Grand Total ODA and OA 1909 100%
Source: CIDA and OECD.
4., Issuance of notes, grants, contributions and cash payments to international financing institutions;

certain expenditures by Canada Post Corporation, Environment Canada, and Export Development
Corporation; imputed interest costs; assistance by provincial governments; and related administration
costs of other government departments.
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The difference between the IAE and what Canada reports to the DAC as ODA leaves ambiguity
and sometimes causes confusion, for example, on the announcement to increase aid particularly to
Africa, as mentioned earlier. All ODA/GNI ratios- including the 0.7% target that Canada is
committed to - and international comparisons are based on the DAC’s definition of ODA, which
Canada has accepted. Y et, domestically the IAE excludes various items as well as combines ODA and
OA, and there are no official documents that account for total ODA or reconcile ODA data with IAE
data. Canada could consider reporting to the public its ODA in addition to its IAE so as to enhance
understanding and transparency.

Bilateral aid: palicies, instruments, channels, and distributions

From 1998 to 2000,° Canada's bilateral ODA ranged between 67 to 72% of total gross ODA
(Table 111-2) close to the DAC average. In 2000, it was 67%, dightly below Total DAC average of
70%. The following describes Canada's instruments, channels, and geographic and sector
distributions.

I nstruments and channels

Since ceasing its oan programme in 1986,° Canada is now providing essentially al grantsin its
bilateral programme. Table I11-2 shows that in 2000, among the grants, relatively large variances from
the Total DAC averagesin proportions were food aid (5% of Total ODA cf. 2% DAC), emergency and
digtressrdief (11% cf. 6% DAC). Food aid was largely tied to Canadian agricultural commodities and
provided predominantly to non-emergency projects. In fact, for 2000, only long-term devel opment
food aid was reported to the DAC under bilateral aid, as emergency food aid was channelled through
multilateral organisations. Of the emergency and distress relief, a large amount (current
USD 143 million or 12% of bilateral aid in 2000) was refugee costs for first year of stay in Canada. In
2000, Canadian immigration authorities approved as refugees about 14 000 cases from over 133 ODA
and OA countries, including those from Brazil, Costa Rica, Fiji, South Korea, Malaysia, Singapore,
Slovakia and Thailand. Leading source countries for refugee claims were Pakistan, Sri Lanka,
Hungary, China, Argentina, Mexico, and Colombia, although the highest approval rates were for
applicants from Afghanistan, Somalia, Sri Lanka, and Congo.

The table indicates that USD 196 million or 17% of Canada s bilateral aid in 2000 was ODA to
and channelled through NGOs. However, this does not reflect the wide ranging co-operation of
Canadian partners in Canada’s official aid programme. An estimated 70% of Canada's bilateral ODA
is disbursed through Canadian entities, including NGOs, private consulting companies, research and
academic institutions, and so on.

Regional, income-level, and country distribution
It is difficult to conclude whether or not Canadian aid is focused on the poorest countries.

Canada' s disbursement data to the DAC on regional, income-level, and country distribution are not
strictly useable in examining the issues. Among DAC members, Canada has the lowest proportion of

5. With exceptions as noted, data run to 2000 due to unavailability of detailed 2001 data at the time of
writing.
6. Although no new loans are being committed, small and declining disbursements of loans to China

have continued over recent years.
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bilateral aid disbursement reported as allocable - 45%’ for the above categories in 1999-2000. CIDA
states that it has many flexible and pre-unallocated funds (Partnership Branch, regiona alocations,
core contributions to NGOs, imputed interest on advance payments, etc.) and other civil society
funding. However, most disbursements should be attributable to specific countries or at least regions.?
More effort is needed in Canada's reporting to the DAC on country/geographical/income-level
digtribution of disbursements. This includes development co-operation activities of publicly financed
NGOs and other federal departments reporting through CIDA.

Canada s reporting indicates just 45% of total bilateral ODA disbursements as alocable in 2000
compared to 74% for Totadl DAC. The data that are available show that in 2000, 38% of allocable
bilatera ODA was disbursed to Africa (cf. 36% Total DAC in 2000 — See Table111-3), 34% to Asia
(39% Total DAC), 17% to the Americas (12% Tota DAC), and 9% to Europe (7% Total DAC). In
terms of income level, 35% was disbursed to LDCs (26% Tota DAC), 33% to other Low Income
Countries-LICs (same as Tota DAC), and 29% to lower middle income countries (35% Total DAC).
As for specific recipient countries, while available data may not be conclusive, the top recipient of
Canadian bilateral aid (both ODA and OA countries) was Poland at USD 124 million in 1999/2000.
This was mostly debt relief administered by the Department of Finance, under an international
agreement reached with Poland in 1991. More than USD 100 million of debt relief has been provided
to Poland each year since 1995 and more than USD 1 billion since 1991. Of the top 15 recipients, three
are Partll countries(Poland, Ukraine and Russia), most of others are LICs including four
LDCs (Bangladesh, Haiti, Mali, and Senegal). Canada does not generally specify LDCs or LICs when
it refers to the poorest countries.

As mentioned in Chapter 1, Canada is a member of many regiona groupings, and its diverse
immigrant population facilitates maintaining ties with numerous developing countries. According to
available data, Canada has more than 146 recipient ODA and OA countries. In general, it can be said
that Canadian aid is relatively dispersed. According to Canada, it is the least concentrated of al DAC
members, for example, in the proportion of ODA that went to the top 15 countries, which was 16% in
1999/2000 while no other member disbursed less than 20%. As aresult, although being a G7 member,
its donor ranking in its top recipient countries may not be very high. This could be a disadvantage for
Canada in making an impact and in its ability to influence other donors in policy dialogue and
co-ordination. Canada, however, believes that influence is not directly and solely related to aid
volume.

Canada divides developing countries into three categories: First, middle-income developing
countries which generally have a strong and sophisticated governance capacity - assistance involves
high-level technical assistance; second, low-income countries in crisis with low governance
capacity - programming is limited to humanitarian assistance, peace-building or NGO projects; and
third remaining low-income countries which have governments with weak capacity but are committed
to reforms, democracy, and taking ownership over their development - CIDA’s main interlocutor is the
government, although there is often substantial civil society programming.

7. Only USD 511 million out of USD 1 143 million bilateral ODA in 2000 was allocated and the rest
(55%) was unallocated. Part of the unallocated consisted of USD 161 million to Canadian NGOs,
USD 35 million to international NGOs, and USD 153 million for humanitarian assistance (mostly
refugees costs in Canada).

8. Except for costs of refugees in Canada. Administrative costs can be prorated and imputed student
costs should be attributed to specific countries since the ultimate objective is to assist the country and
not the individual.
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Srengthening Aid Effectiveness states that CIDA will form an enhanced partnership vis-a-vis the
above third category of countries with increased resources and a more programmatic approach based
on local ownership. CIDA plans to focus the recently announced ODA increase on 10 to 15 priority
countries. As the document states only CIDA’s intention to focus, there could be some clarification
regarding how the selectivity will be carried out for Canada as a whole, which includes other federa
departments. Furthermore, CIDA could elaborate on whether and how the selection will be applied to
the Partnership Branch.

CIDA expects the mgjority of the priority countries to be in Africa, reflecting the fact that this
region has more poor countries than any other region and has made the least progress toward reducing
poverty. As mentioned earlier, of the IAE increase over five years (USD 2 billion), one-half is to be
alocated to Africa. This is part of the CAD 6 billion (USD 3.9 hillion) of Canadian aid provided in
exigting and new ODA resources (bilateral and imputed multilateral) expected to flow to Africa over
the five years from 2001/2002, as announced by the Prime Minister at the Kananaskis Summit. CIDA
indicates that the projected increase will alow programming levels to return to those attained before
the budget cutsin the early 1990s.

Official aid

According to DAC data, Canada' s net OA to Part |1 countries was USD 165 million in 2000. In
1999/2000, Canada provided OA to ten Central and Eastern European Countries (CEECs).? However,
most of the OA was about USD 1-2 million per country per annum, except for Poland, Ukraine, and
Russia. In particular, over USD 1 billion debt relief has been provided to Poland by the Department of
Finance since 1991 (essentially for export credits which had financed whesat board sales) in the context
of the mgor international debt relief operation organised to underpin Poland's shift to democracy. As
for CIDA, it is phasing out of some CEECs, particularly those that are candidates for accession to the
European Union - helping them in turn to become donors themselves-and is moving towards
supporting ODA countries of Central Asia.

Sector distribution

Table 111-5 shows the sector distribution of Canada’s ODA commitments for 1999-2000. Unlike
the geographical/income level data which are for disbursements by country, these sector commitment
data are well categorised with very small proportion being unallocable. Based on these data, some of
the prominent features of Canada's bilateral aid compared to the Total DAC average in 1999-2000
were the relatively high proportion of: core support to NGOs, government & civil society; and
administrative costs. Relatively low proportions compared to the Total DAC average were: economic
infrastructure and services; and action relating to debt (see below).

As mentioned above, Canadian civil society organisations are an important channel in Canadian
aid, which explains the relatively high commitment to NGOs' core support. As for funding specific
activities (separate from core support), NGOs particularly work in capacity building of loca civil
society, which results in a high proportion of aid in the category of "government & civil society.” Due
to the large number of CIDA staff dealing with numerous small projects, on-going relationships with
civil society entities, and heavy process requirements, Canada has a relatively high administrative cost
(see Chapter 5 for further treatment of thisissue).

9. Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Russia, Slovak Republic, and
Ukraine.
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The low proportion of support to economic infrastructure and services is explained in Chapter 3.
As for debt relief, the low proportion is mostly due to the fact that Canada has had an essentially all
grant programme since 1986. Canada has already forgiven all ODA debts of the Heavily-Indebted
Poor Countries (HIPCs) in previous years (except for Myanmar), which totalled over CAD 1.3 billion
(USD 800 million). Canada is currently owed about CAD 1.1 billion (USD 700 million) in hon-ODA
loans by 17 HIPCs. The Prime Minister announced in 1999 that Canada would forgive all these debts
when the countries compl ete the HIPC process - a proposal which extends beyond the enhanced HIPC
Initiative. At the 2000 Bretton Woods annua meeting, Canada challenged bilateral creditors to stop
collecting debt service payments from HIPCs so that resources could be better spent on urgent socia
priorities. Canada then took action itself by placing an immediate moratorium on non-ODA debt
service payments from 11 reforming HIPCs (Benin, Bolivia, Cameroon, Ethiopia, Ghana, Guyana,
Honduras, Madagascar, Senegal, Tanzania and Zambia) that were judged to be capable of using debt
relief savings productively and were devel oping poverty reduction strategies.

There are some other notable features in Canada's bilateral ODA programme. Under CIDA’S
strategy on Social Development Priorities, the agency is increasing aid to basic socia needs, which
include: basic education, health and nutrition (includes food aid), HIV/AIDS, and child protection
(more in Chapter 3). These priorities do not apply to non-CIDA activities and do not necessarily
coincide with the DAC definition of Basic Socia Services (BSS), which include basic heath and
education, population programmes, and small scale-water and sanitation systems. The DAC data show
that in 1999-2000, Canada allocated USD 90 million, or 16% of its sector-allocable bilateral ODA to
BSS - above Total DAC and average country effort, which were both 14%.

Finally, Canadais one of the few members, along with Austria, France, and Germany, that report
to the DAC imputed student costs, which are public subsidies for developing country students to study
in the host country. Unlike the other members, the amounts are relatively small (USD 39 million or
3% of bilateral ODA in 2000) and, in accordance with the DAC Directives, aid officials are involved
in the selection of students- who are related to CIDA projects - as well as the selection of subjects.
Although this has been a controversia item in DAC reporting, Canadas careful attention to the
reporting rules has minimised concerns about the developmental value of this activity, and its
procedures have provided a useful example to help other members improve their reporting. At the
same time, as stated in the DAC Statistical Directives and in the Poverty Reduction Guidelines,
increased attention could be given to minimising the "brain drain” by ensuring that terms and
conditions result in the students returning to their home institutions. As with the requirement for
Austria and Germany, Canada should also ensure that data are adjusted to exclude the imputed costs of
students who do not return to a developing country.

Multilateral aid: policies, channels, and distributions

Canada's participation in multilateral programmesis part of its foreign policy agenda of economic
prosperity, domestic security, and the projection of Canadian values. Canada works with multilateral
ingtitutions because it considers them to be the best way of addressing key development challenges
and providing globa public goods. The overall objectives with the multilateral ingtitutions are to
strengthen their ability to advance human development, particularly, in meeting internationally agreed
development targets. Canada' s proportion of multilateral aid has fluctuated between 28-33% of tota
gross ODA since 1998. (See Tablelll-2). In 2000, Canada s multilateral contribution was 33%,
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dlightly above The DAC average of 30%. Its disbursements to UN agencies, the World Bank group,
and the regional development banks have not diverged much from the DAC average.™”

United Nations agencies

Canada values the role of UN organisations in contributing to the Millennium Development
Goals (MDGs) and is concerned that core donor support to many programmes is in jeopardy. At the
same time, its own core support towards the UN agencies has decreased from USD 171 million in
1996 to USD 120 million in 2000. This amounted to 7% of gross Canadian ODA, below the DAC
average of 9%. Like other DAC members, Canada provides various multi-bi funding transfers aside
from core financia support.

Canada does not explicitly state its priorities and alocation criteria within the UN, but has
consistently supported the major agencies such as United Nations Development Programme, United
Nations Children's Fund, and United Nations Population Fund. Canada's largest recipient is the World
Food Programme - most of its contribution is in the form of tied food aid, under the “Programme
Against Hunger, Malnutrition, and Disease’. Canada also focuses on supporting humanitarian and
emergency relief related organisations such as United Nations Relief and Works Agency and United
Nations High Commission for Refugees.

I nternational financial ingtitutions (IF1s)

Canada's contribution to the IFIs such as the World Bank group and regional development banks
has generally been around 8% of bilateral and 4-5% of total ODA, respectively, which were above
Total DAC averages in recent years. For the regional development banks, Canada's contributions, in
order of magnitude, are to the Asian Development Bank, the African Development Bank and the
Inter-American Development Bank.

Future consider ations

Canada is encouraged to clarify the allocation among federal departments and agencies with the
8% IAE increase.

CIDA is encouraged to implement its recently announced intention to focus the additional aid
resources on alimited number of recipient countries for greater impact.

Accountability could be enhanced by reporting to the public of ODA above IAE, such as first
year of refugee costs, debt relief, and imputed student costs, and by improving the reporting on
geographica distribution of bilateral disbursements.

10. Canada, as well as other non-EC members, tend to have a higher proportion of contribution to "other
multilateral organisations' compared to the Total DAC because they do not contribute to the European
Commission. These other multilateral organisations in the case of Canada include the IMF, the Global
Environment Fund, the International Fund for Agricultura Development, the Organisation of
American States, Pan-American Health Organisation and Consultatif Group on International
Agricultural Research (CGIAR).
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CHAPTER 3

POLICIESAND ACTIVITIESIN KEY SECTORSAND CROSS-CUTTING ISSUES

Poverty reduction

As mentioned in Chapter 1, Canada in the World is the overall framework that binds all Canadian
foreign policy. According to this framework, international assistance is a vital instrument in foreign
policy to achieve the three key objectives of Canadd s prosperity and employment, Canada s security,
and the expression of Canadian values and culture. At the same time, the purpose of Canadian ODA is
“to support sustainable development in developing countries, in order to reduce poverty and to
contribute to a more secure, equitable and prosperous world.” This would indicate that global poverty
reduction is one of the central goals of ODA.

Canada in the World covers the entire Canadian development co-operation programme.
Furthermore, recent statements by the Prime Minister and the Minister for International Co-operation
commit Canada to the MDGs. However, there is no institutional oversight which ensures that poverty
reduction or other objectives are indeed targeted and achieved across the Canadian aid system. CIDA
does not have a clear mandate to monitor the activities of other departments and administrations.
Canada in the World assigns to DFAIT the lead role in co-ordinating al government activities in
international affairs, but the department does not promote a comprehensive view of development
co-operation across the Canadian government. The Minister for International Co-operation, while
responsible for establishing the allocation of the IAE in consultation with other appropriate ministers,
has jurisdiction only over CIDA. Other resources and activities related to IAE fall under the
jurisdiction of the appropriate minister. Consequently, Canada’'s aid programme overall presents a
fragmented image and to gauge the extent of its efforts towards poverty reduction proves difficult.

CIDA’s policy takes up poverty reduction as a more central issue in some of the strategic
documents. The Sustainable Devel opment Srategy states that “Within the broad purpose of supporting
sustainable development, the central thrust of Canadian international co-operation is poverty
reduction,” and “Poverty reduction is the overarching objective of sustainable development.” The
Social Development Priorities also states “ The primary goa of CIDA isto reduce poverty.” However,
in the most recent policy Srengthening Aid Effectiveness, although CIDA'’s intention to firmly situate
its programming within nationally-owned poverty reduction frameworks is mentioned, the document
does not clearly link the purpose of the whole new set of approaches with poverty reduction.

In effect, there is some confusion and poverty reduction™ is not necessarily treated as the
overarching goal. Firgt, the whole programme for Central and Eastern Europe does not have poverty
reduction in its mandate. Second, its six programme priorities may appear to be pursued as ends in

11. CIDA defines poverty as a state of material deprivation, physical weakness, isolation, vulnerability,
and powerlessness, with women and their dependants being predominantly among the poorest of the
poor.
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themselves without a clear link — directly or indirectly —to the reduction of poverty.”” The RBM has
four development results (economic well-being, social development, environmental sustainability, and
governance), whose links with the MDGs also need further elaboration. CIDA is aware that it needsto
better articulate the linkages between priorities such as governance, private sector development and
infrastructure with poverty reduction. A visible element of the private sector development programme,
in particular, has more emphasis on helping Canadian businesses than those of developing countries,
though a recent evaluation found that the portfolio overall had contributed positively to the Agency's
poverty reduction goal. CIDA also sees that core-training in poverty reduction could be made
mandatory for all CIDA staff.

For field operations, some CDPFs do not always present a sufficient analysis of poverty situation
nor link outputs with impact. For example, China s CDPF, while mentioning that poverty reduction is
a cross-cutting consideration, only briefly refers to the poverty situation in China as being in the
northeast and southeast areas. Furthermore, some of the objectives in economic co-operation (to
promote economic linkages and partnerships between Canada and China) and performance indicators
in environmental sustainability (utilisation of Canadian environmental technology in China) and
governance and democracy (number of people exposed to Canadian perspectives) call for clarification
regarding the centradity of the poverty reduction goa among other aims and priorities in CIDA’s
programme. In general, CIDA, as well as other DAC member agencies, could focus more and link
ingtitutional outputs (e.g. number of measures designed to promote women's rights) with
devel opmental impact so as to ensure the actua improvement in the lives of poor people.

A poverty reduction working group exists in CIDA and a number of projects do address poverty
issues. The special emphasis on basic social needs constitutes a positive contribution to direct poverty
reduction as well. CIDA’s aspiration towards programme-based approaches to enhance effectiveness
in poverty reduction and more ownership by partners is also welcomed. At the same time, although
commitment is expressed in some of CIDA’s policy statements, the extent to which poverty reduction
is treated as a priority continues to depend in part upon the commitment of individuals involved in
operations. If poverty reduction as an overarching objective is to be consistently adhered to, then it
will need to be mainstreamed throughout the agency with a clearer message of CIDA’s mandate,
stronger leadership and a more rigorous monitoring system.

Programme priorities

The following describes each of the six programme priority areas stated in Canada in the World
and is mostly based on CIDA activities due to the unavailability of detailed and comprehensive
information on other departments and ingtitutions. In general, CIDA has numerous poalicies,
guidelines, and activities in each area. Most projects are related to technical assistance carried out by
Canadian civil society with relatively small amounts (the largest being around USD 3 million in
commitment for multiple years). Examples of the largest commitments in 2000 for each area based on
the Creditor Reporting System (CRS) database are listed in Tables 2 to 6.

Basic social needs

CIDA's Social Development Priorities: A Framework for Action was issued in 2000. Thisis a
fiveyear plan with the am of doubling funding to four priority areas from

12. According to the DAC’s Creditor Reporting System data in 2000, CIDA reported that 26% of its
sector allocable projects in total amounts had poverty reduction as a principal objective, 39% as a
significant objective, 3% did not have it as an objective, and 32% were not screened against the
objective.
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CAD 342 million (USD 230 million),"® to CAD 724 million (USD 478 million). The key areas are:
basic education, health and nutrition, HIV/AIDS, and child protection, with gender equality as a
cross-cutting theme. The overarching objective of this Framework is poverty reduction with the
premise that healthy, well-nourished and educated people are the basis of prosperous economies and
stable societies - without them, development is impossible. Each of the four areas has its own action
plan strategy document. There is particularly an emphasis on basic education, with funding to this area
expected to quadruple in five years. The plan clearly refersto internationally agreed targets such as the
MDGs and provides a resource allocation mechanism, but it needs to ensure that results are linked
with goals.

In health and nutrition, it should be noted that food aid takes up a large proportion. There has
been a shift in food aid policy, resulting in increased attention to micro-nutrient and vitamin
enhancement programmes aimed at reducing malnutrition and vulnerability to disease. In 2000, CIDA
committed USD 84 million of non-relief food aid** to more than 27 countries.

Table 2. CIDA's largest reported commitments in Basic Social Needs, in 2000

Sectors CO“r?”y/ Project Title uUsD Duration Tied
Region
Mozambique Support basic education materials 10 million 5 years 93%
Basic - - - — o
Education Jamaica Integrated early childhood education 3 million 2 years 100%
Haiti Governance in basic education 3 million 5 years 100%
Zambia Supplying pharmaceuticals for priority 7 million 3 years 99%
diseases
Eﬁ?rlitt?oﬁnd Malawi Family and reproductive health care 3 million 5 years 75%
Malawi Small-scaled community water, sanitation 8 million 6 years 64%
and health
Food Aid and 27 countries Non-relief food aid 84 million No detail 100%
Humanitarian . ) " )
Assistance 55 countries Non-food emergency aid 202 million No detail 1%
Africa Unspecified 24 million 5 years
(unspecified)
HIV/AIDS India AIDS prevention and control 9 million 7 years 92%
South & Central | Reduction of trans-boundary spread of 4 million 5 years 73%
Asia (unspecified) | HIV/AIDS among migrant populations

Source: OECD.

According to the CRS, there are relatively few projects related to HIV/AIDS. However, CIDA’s
disbursement on HIV/AIDS, which are mainly regional rather than country specific, has been
increasing and is projected to reach CAD 80 million (USD 50 million) by 2005-2006. Furthermore,
the Africa and Middle East Branch now requires HIV/AIDS to be integrated in all of its bilatera
programming and promotes the involvement of people living with HIV/AIDS in programme design
and delivery. Canada, as part of the G8 Africa Action Plan, is committed to support interventions
which would: address gender-sensitive prevention; improve technical capacities; provide care for
infected or affected mothers and children; increase awareness and reduce stigma at high political
levels, increase awareness among employers;, provide support to infected employees and their
families; integrate approaches which address both HIV/AIDS and tuberculosis;, and build capacity to
address HIV/AIDS as a threat to peace and security in Africa. Beyond Africa, CIDA sees the need to

13. About athird of CIDA’s budget.
14. In addition, as mentioned in Chapter 2, Canada provided food aid to WFP as part of multilateral ODA.
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better integrate HIV/AIDS into overall analysis throughout the agency. CIDA is encouraged to treat
HIV/AIDS as a cross-cutting issue and mainstream it throughout its programmes.

The Child Protection Action Plan focuses on marginalised groups of children, such as street
children, ethnic-minority children, sexually exploited and trafficked children, and children affected by
armed conflict. In particular, addressing child labour is one of the main priorities in this area. CIDA
aims to eliminate the worst forms of child labour and to support working children with programmes
including formal and non-formal education and health care. In 2000, CIDA and DFAIT jointly hosted
the International Conference on War-Affected Children - the first global meeting of its kind. There are
very few projects reported to the CRS on child protection, presumably because they tend to be
attributed to other categories. In terms of policy coherence as well as ratifying the International
Convention on the Rights of the Child, the government of Canada has adopted legidlation to allow the
prosecution of Canadian citizens and permanent residents who engage in exploitative sexual activities
with children abroad. It would be of interest to learn about Canada's mechanism of effectively
enforcing this law.

While al DAC members have committed to the MDGs and many have agreed to the Copenhagen
20-20 Initiative which targets 20% of ODA to be alocated to BSS, few are making notable effort in
actual resource alocation, despite obvious links between resources for BSS and achieving some of the
MDGs. Canada is commended for its conviction and commitment that without investments in the
priority areas of social development, economic growth will not reduce poverty and many people will
continue to be left behind. Canada is encouraged to continue its effort to prioritise long-term basic
social needs.

Human rights, democracy, and governance

Promoting human rights, democracy, and governance is considered by CIDA as the core of
sustainable development and poverty reduction. These areas have received increased attention and
have collectively become the second highest of the six programme priorities. In general, CIDA focuses
on respect for human rights and good governance particularly in poor performing countries. CIDA is
active in promoting not only political rights, but also women's and children's rights, economic, socia
and culturd rights, and the rights of indigenous peoples. CIDA is making an interesting endeavour to
increase the capacity of indigenous Canadians to participate in development activities that help
indigenous peoples of developing countries. CIDA, DFAIT, and other federal departments™ working
internationally in the field of human rights and democratisation hold regular consultations with
Canadian NGOs and other civil society organisations on policy positions and programming options.
(SeeBox 3.)

15. Primarily the Canadian Human Rights Commission (CHRC), Human Resources Development
Canada, Department of Justice, and Elections Canada.
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Box 3. International Criminal Court

The DFAIT was a significant international actor in mobilising the public dialogue and support for the establishment
of the International Criminal Court (ICC) as well as playing a key role in the formulation of the treaty creating the
Court. CIDA contributed in the early stages of the preparatory process by supporting the participation of both
developing countries and NGOs so that many voices and views could be included in the deliberations.
Subsequently, DFAIT developed a manual on the legislative and regulatory aspects of ratification for the ICC, and
CIDA's Peacebuilding Unit supported training and technical assistance workshops throughout the world to assist
states to ratify the Statute. This effort also included a media and public awareness campaign for civil society.

Table 3. CIDA's largest reported commitments in human rights, democracy and governance, in 2000

Sectors CF?‘”?”V’ Project Title uUsD Duration Tied
egion
Child India Children's Development Fund 0.3 million | 4 years 0%
Protection
Guatemala Democratic Development Fund 3 million | 5 years 100%
LDCs Human rights 3 million 0%
Human Rights (unspecified)
Indonesia Human rights education, local 5 million | 2-3 years 85%
initiatives, election support (3
projects)
China Village governance project 3 million 100%
P — p
Strengthening Burma ggr%ae?-tgagggdrlg% ogeBSurmese 3 million | 5 years 95%
Civil Society 9
India Community-based economic 3 million | 5 years 29%
development
Brazil Technology transfer in public sector 10 million | 5 years 100%
reform for social development and
Good environment
Governance Bangladesh Legal Reform 10 million | 7 years 100%
West Indies Public sector financial management 7 million | 8 years 100%
(unspecified)
Kosovo Budgetary support for post-conflict 5 million | 2 years 60%
o peacebuilding through UN
Peacebuilding - - —
Africa Capacity development for peace 3 million No No
(unspecified) and security details details
Former Serbia Deployment of Canadian experts in 3 million | 2 years 100%
and Montenegro | peacebuilding and reconstruction
Cambodia Landmine clearance 3 million | 5 years 100%
Landmines Former De-miner, dog training; manual and 9 million | 3 years 100%
Yugoslavia mechanical mine clearance

Source: OECD.
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CIDA considersthat fostering local civil society is an important element in building a democratic
society. The Canadian civil society organisations which play a large role in the official Canadian aid
programme are increasingly working to develop the capacity™® of their local partners, as opposed to
implementing service delivery themselves. While this may lead to enhanced democracy, the role and
the competence of the public sector cannot be neglected. CIDA therefore engages in capacity
development of the public sector in order to foster better governance. In 2000, a secretariat for
“Partnership for International Co-operation” was created at the Canadian Centre for Management
Development with the purpose of co-ordinating the activities in governance carried out by 44 federal
departments and agencies, including CIDA and DFAIT, tribunas, and parliamentary institutions. The
Partnership provides advisory services, collaborative research, and training in areas such as
development of democratic institutions; relations between the citizen and the state; public sector
management; public finances, and national economic development. While these activities may
produce certain outputs, capacity development of institutions should not become an end in itself and
fail to provide benefits to the citizens whom they are ultimately meant to serve. The public would be
interested in learning how these interventions have contributed to improving the lives of poor people.

Although not part of the six programme priorities, the areas of security and conflict prevention
are categorised under human rights, democracy, and governance, and have become one of the major
features in Canadian aid. CIDA’s Peacebuilding Unit, which deals with ODA-related conflict
prevention and post-conflict reconstruction activities, co-ordinates regularly with DFAIT's Human
Security Programme department, which undertakes policy advocacy work in five areas of human
security (conflict prevention/resolution, governance and accountability, peace-support operations,
protection of civilians, and public safety). The two departments have also been working towards better
co-ordination in these areas with other actors such as the Departments of National Defense, Justice,
and Industry, Office of the Solicitor General, the Royal Canadian Mounted Police (RCMP) and NGOs.

A notable activity includes the Civilian Police Arrangement that enables the rapid deployment of
RCMP and other police officers to multilateral peacekeeping missions. Canada has aso played an
active role on the issue of landmines. It hosted the Landmine Convention meeting in 1998, which
resulted in the ensuing Convention being signed by 122 countries. Canada a so established a five-year
CAD 100 million (USD 65 million) Canadian Landmine Fund to further implement the Convention.
CIDA, DFAIT, and the departments of Defence and Industry jointly administer the Fund.

Private sector development

Although overall alocations for private sector development have declined in the past decade,
according to CIDA, it remains an important priority representing CAD 177 million (USD 119 million)
or 11% of its ODA disbursements in 2000-01, placing it the third among the six programming
priorities. CIDA intends to give the theme more emphasis and increase expenditures annualy, pending
budget approval. In addition, Canada is planning to allocate CAD 100 million (USD 65 million) in a
fund to promote the African private sector; but the details including CIDA’s role are yet to be
elaborated.

16. CIDA defines capacity development as "Activities, approaches, strategies and methodologies which
help organisations, groups and individuals to improve their performance, generate development
benefits and achieve their objectives over time. It often involves broad participation, building on local
interests and expertise, offering opportunities for learning and linking at micro-meso and macro levels
to build ownership and sustainability."
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Table 4. CIDA's largest reported commitments in private sector development, in 2000

Country/ . . . )
Sectors Region Project Title uUsSD Duration Tied
China INC*, no details 4 million No details | No details
Private Sector P " : - : :
Development Nigeria INC*, no details 4 million No details | No details
Philippines INC*, no details 3 million | No details | No details
Haiti Support to savings and credit 3 million 5 years 100%
co-operatives
- p
Microfinance Senegal Stre_ngthen net_work of  mutual 3 million 4 years 61%
savings and credit schemes
Egypt Policy development of micro, small and 3 million 6 years 71%
medium sized enterprises

Note: * INC projects are aggregated by recipient countries and project-based information is not reported to the CRS.

Source: OECD.

CIDA supports private sector development in order to increase developing countries access to
investment capital and Canadian technology as well as to build their capacity by availing Canadian
managerial, entrepreneuriad and technical expertise. CIDA also carries out some micro-finance
projects - often targeting women - and provides policy advice in this area. At the same time, CIDA is
aware that it needs to develop a comprehensive policy on private sector development, as mentioned in
Strengthening Aid Effectiveness. The absence of this policy may explain why some activities are
predominantly intended to benefit Canadian businesses.

The Industrial Co-operation Programme (INC) of CIDA’s Partnership Branch’s primary objective
is to support Canadian firms that are seeking to expand into developing countries on a cost-sharing
basis.'” Although poverty reduction and promotion of mutually beneficia relationships between
Canadian companies and their counterparts in developing countries are mentioned, the programme
provides financial support, advice, and training to Canadian private sector entities that are planning to
conduct business in developing countries in a variety of sectors. CIDA provides minimal data to the
CRS regarding the details of the INC activities and could therefore enhance transparency by providing
more information. In elaborating the new policy for private sector development, CIDA is encouraged
to give further attention to the ownership of the main clients—those in developing countries — that
should be served by the programme.

I nfrastructure services

According to CIDA, infrastructure services represented CAD 154 million (USD 104 million) or
10% of its ODA activities in 2000-01. Despite being one of the six programme priorities, CIDA’s aid
towards this area has declined. This is mostly due to the shrinking budget and the fact that
infrastructure projects are costly. The agency generally regards infrastructure as an area that is risky,
requires extra attention, has a high failure rate, and is subject to criticism compared to other areas.
Telecommunications, energy, and other relevant areas have become commercially viable undertakings
with the result that commercial banks or IFIs have been willing and better placed to finance them.

17. To the question of whether an international corporation is eligible for CIDA-INC funding, the
Web site answers “... aslong as it is the Canadian operation that carries out the work, with Canadian
resources, and with the expectation that the downstream activity will benefit the Canadian operation.”
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CIDA has indicated a preference to shift into areas that Canadians can associate better with poverty
reduction. At the same time, some officials consider that CIDA has excessively reduced the focus on

infrastructure's role in poverty reduction.

Table 5. CIDA's largest reported commitments in infrastructure, in 2000

Sectors Coun_try/ Project Title uUsD Duration Tied
Region
Electricity Slovenia Support for electrical transmission 10milion |  Syears | 100%
and distribution
China Less polluting intermodal 5 million 5 years 93%
Transportation transportation service
Vietnam Small-scale road transportation 3 million 1 year 100%
development

Source: OECD.

Environment

CIDA’s Palicy for Environmental Sustainability is currently being updated from the 1992 policy
to reflect the international and national progress made in this area during the last decade. While the
guiding principle will remain the same, environmental considerations will be integrated further and
capacity development emphasised. CIDA has also created a Multilateral Environmental Agreements
Unit to enhance its policy capacity and better assist developing countries with negotiation and
implementation of multilateral environmental agreements. Environment is both a cross-cutting issue as
well as an area with specific funding. In 2000-01, according to CIDA, CAD 152 million
(USD 100 million) or 9% of its ODA spending was disbursed on specific environmental projects. At
the same time, according to the DAC's report for participants at the Johannesburg Summit, Canada's
ODA volume related to climate change, desertification, and bio-diversity, as well as its multilateral
ODA commitments related to the Rio Convention, were al below the DAC average for 1998-2000.

A large part of the funding is disbursed through multi-donor programmes, such as the
establishment of the China Council for International Cooperation on Environment and Development
described in detail in the last Peer Review (see Box 4). Another exampleisthe Nile Basin Initiative, in
which Canada was the original collaborating partner in a multi-donor effort to bring together ten states
along the Nile River for joint management and development of the Basin's resources. Canada
currently chairs the Conference of the Parties to the UN's Desertification Programme. It would be of
interest to learn how Canadd's leadership in these areas has contributed to the improvement of the
environment.
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Box 4. China Council for International Co-operation on Environment and Development

China requested CIDA's assistance in 1992 in founding the China Council for International Co-operation on
Environment and Development (CCICED), a high-level consultative organisation in which international and
Chinese experts work together to advise the Chinese government in defining and implementing sustainable
development policies. The project has now entered its third phase with CIDA continuing its role as lead donor. An
assessment conducted by a Canadian team in 2000 showed that, in part due to CCICED's influence, policy
options are increasingly being tested through pilot projects and subsequently implemented with the support of
various donors, including CIDA. The Chinese Government is also increasingly defining and implementing
long-term integrated environmental strategies and policies. Furthermore, the project has contributed to a better
public understanding and awareness of environmental issues in China.

At the last Peer Review, the development of CIDA new protocols and information database for
environmental assessments was expected to lead to improvements for the area. In 2000, an interna
audit was conducted to test CIDA’s compliance with the 1995 Canadian Environmental Assessment
Act. The findings suggested that, while the mechanisms of accountability were in place, certain
requirements, such as training programmes for staff, conducting an assessment prior to funding a
project, registering an assessment in a public registry at the commencement of a project, as well as
availing the results of afollow-up programme, were yet to be implemented consistently.

CIDA is committed to mainstream environmental considerations as a cross-cutting issue into its
policies and programming. The agency requires every initiative to be reviewed and coded on
environmental aspects prior to approval by environmental specialists posted throughout the
organisation. At the same time, according to the CRS data, 9% of the total volume of projectsin 2000
had environment as a principal objective, 27% had significant objective, 2% had no objective of
environment, and 62% were not screened against the objective. CIDA could elaborate on the
challenges and successes in effectively ensuring that environment is mainstreamed throughout its
activities.

Table 6. CIDA's largest reported commitments in environment, in 2000

Country/ . . Duratio .
Sectors Region Project Title uUsD n Tied
Vietnam Strengt_hen enylronmental management 8 millon | 5 years 78%
capacities of national/local institutions
Environmental | China Bio-diversity protection and community 4 million | 6 years 100%
Management project
Costa Rica Debt conversion fund for an environmental 4 million 1 year 100%
project
Source: OECD.
Gender equality

CIDA carried out an evaluation on overall gender issues for activities between 1992 and 1995."
Based on the results and a long consultative process-which included developing country

18. The report was released in 1998.
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partners - the agency revised its policy on Gender Equality in 1999 to bring CIDA in line with the
DAC Guiddines on Gender Equality as well as Canada's Federa Plan for Gender Equality. The
updated policy links equality issues with poverty and addresses a results-based approach. CIDA is
currently developing a performance measurement framework to adopt the new approach. The Gender
Equality Unit and the Continuous Learning Section have also collaborated in developing “Promoting
Gender Equality — An Online Learning Course” for CIDA staff, which is also accessible to the general
public.

Like environment, gender equality has distinct activities and is also treated as a cross-cutting
theme. In 2000-01, according to CIDA, it spent CAD 76 million (USD 50 million) or 5% of its ODA
disbursements on gender specific activities.” As a cross-cutting theme, CIDA supports capacity
development to: undertake gender analysis at the policy, programmatic and institutional levels; design
and carry out programming that promotes gender equality; develop expertise at national and sectoral
levels to collect and make available sex-disaggregated data; and develop strategies to increase
women's representation throughout organisations, particularly at decision-making levels.

According to the CRS, CIDA reported in 2000 that 5% of the total value of its projects had a
principal objective of gender equality, 53% had significant objective, 3% were not targeted, and 39%
were not screened against the objective® of gender equality. This seems to indicate that an accountable
monitoring system is yet to be developed in ensuring that gender equality is thoroughly mainstreamed.
Considering the importance Canada attaches to gender issues, it would be of interest for other DAC
members to learn about the difficulties encountered and successes achieved regarding mainstreaming
gender equality agency-wide and the impact CIDA has had in improving gender equality in
devel oping countries.

Future considerations

In updating Canada in the World, Canada could redefine the central role of poverty reduction and
its linkages with programme priorities. CIDA could also mainstream poverty reduction throughout the
agency with a clearer message, stronger leadership and a more rigorous monitoring system.

In developing CIDA's private sector development strategy, further attention could be given to the
main clients — those in devel oping countries.

An enhanced monitoring system could be developed by CIDA to ensure that environment and
gender equality are mainstreamed agency-wide.

19. However, CIDA reported no gender equality specific project to the CRS for 2000. Related projects
were presumably reported under other categories.

20. DAC definition stipulates that if activities have not been marked, it implies that they have not been
screened against the objective.
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CHAPTER 4

POLICY COHERENCE FOR DEVELOPMENT

Canada’ s approach to policy coherencefor development

Promoting overall coherence of non-aid policies with regard to their impact on global poverty
reduction has become an important issue for the G8, the OECD and other international organisations.
When agreeing to the Action for a Shared Development Agenda in 2002, OECD members reiterated
their commitment to elevate policy coherence for development as a general concern in non-aid policies
and to enhance the understanding of the development dimensions of such palicies and their impact on
developing countries. In this context, Canada agreed to be assessed in terms of the checklist of
suggested strategic issues for systematic policy review contained in the DAC Guidelines on Poverty
Reduction. Canada’s progress in promoting policy coherence can be assessed at three different levels:
politica commitment to poverty reduction at the highest level; co-ordination and implementation
mechanisms within and across federal departments; and ability to undertake the necessary analysis.

Political commitment

Canadian political leaders have recently demonstrated a strong interest in responding to the
development challenges faced by poor countries and the need to ensure greater policy coherence for
development. At the International Conference on Financing for Development, Canada's Prime
Minister emphasised the important role of trade, investment and debt reduction for economic
development along with aid. Canada made a major turnaround in announcing at the last G8 Summit its
decision to increase market access for products from LDCs.

Canada has endorsed the principles for effective development, which include the need for greater
coherence between aid and non-aid policies, as set out in the DAC Strategy for the 21% Century and
reiterated in the Guidelines on Poverty Reduction. At the same time, Canada’ s commitment to policy
coherence for development remains to be articulated in a comprehensive way so as to better mobilise
efforts across federal departments. Canada in the World, the only government-wide policy basis for
development co-operation, which dates back to 1995, recognises the importance of coherence among
the foreign policy instruments pertaining to developing countries. At the same time, coherence is
expressed mostly in terms of consistency and complementarity among various components within
international assistance, rather than coherence of non-aid policies with development. In its Policy
Satement on Strengthening Aid Effectiveness, CIDA for the first time provides a substantive
description of policy coherence for devel opment with a recognition of the need to ensure that efforts to
reduce poverty are not undermined by non-aid policies and actions of other federal departments. The
document elaborates two new initiatives taken to enhance policy coherence: increased market access
for amost al products from LDCs and aid untying. However, the document only briefly suggests that
CIDA should review the impact of Canadian non-aid policies on developing countries and assess
opportunities in improving policy coherence for development, without further elaborating on the way
forward. Since Canadian aid is an instrument serving foreign policy objectives, there is a risk that
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development policies and programmes could place Canadian socio-economic interests ahead of
responding to the needs of devel oping countries.

Government co-ordination

Inter-departmental co-ordination for international affairs takes place formally only at the Cabinet
level though this does ensure co-ordination and leadership at the highest level of government. CIDA is
represented in the Cabinet by the Minister for International Co-operation. For inter-departmental
co-ordination at lower levels, officials meet regularly on a more informal basis as needs arise.
Inter-departmental co-ordination is perceived as satisfactory, which does not mean that diverging
views are always easy to reconcile nor that global poverty reduction always supersedes other Canadian
objectives. Whether the efficiency of decision-making in international development could be increased
with more structured co-ordination is a question that Canada could consider. The creation of
monitoring mechanisms and the reinforcement of existing ones would enable the government to
exercise enhanced oversight in some areas that have a bearing on policy coherence for devel opment
(e.g. screening of draft legislation, assessment of social and environmental standards in export credits
and guarantees extended for projects in developing countries, oversight of corporate socia
responsibility of Canadian multinationals, prosecution of Canadians who engage in exploitative sexua
activities with children abroad, etc.). Experience shows that such mechanisms could enable CIDA to
play an enhanced role in the inter-departmental community.

In the context of policy coherence, many development agencies face the challenge of not being
perceived as equal partners by other government bodies. CIDA’s status was strengthened in 1996 by
the appointment of a separate Minister for International Co-operation with responsibility for CIDA. At
the same time, DFAIT acts as a co-ordinator for the entire government’s international activities - its
Bureau for Global Issues was established with the purpose of strengthening the consistency of the
government's response to a number of globa issues® The respective roles and responsibilities of
CIDA and DFAIT in promoting greater policy coherence for development may need to be further
defined.

Analytical capacity

For a more systematic approach to policy coherence for development, Canadian non-aid policies
(e.g. trade, agriculture and immigration) need to be analysed in terms of their impact on developing
countries, with the findings discussed in inter-departmental policy co-ordination fora. In the area of
trade, progress has been made in that DFAIT is now consulting CIDA on development-related issues.
DFAIT and CIDA jointly fund a CIDA-staffed position at Canadas mission to the World Trade
Organisation to cover trade and development issue. Given its knowledge and experience, CIDA
appears to be well-positioned to promote the interests of developing countries within Canadian
government forums. The recent strengthening of its Policy Branch gives it the means to undertake the
necessary analysis and to make appropriate recommendations on behalf of the Canadian government.
CIDA has strengthened its Policy Branch with aview to playing such an advocacy role in a pro-active
and systematic way.

21. Global issues include environment, population growth, international migration (including refugee
issues), international crime, human rights, democratisation, preventive diplomacy and post-conflict
peace-building.
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The checklist from the DAC Guidelines on Poverty Reduction has been designed to encourage
DAC members to establish the capacities and systems to help them enhance policy coherence for
development in their decision-making. Accordingly, there are a number of specific areas - some of
which are indicated hereafter - where Canada could pursue more analysis in order to promote an
informed debate on non-aid policies. Two specific issues, trade and immigration, are elaborated in the
next section of this chapter.

International trade, foreign direct investment and international finance.
Concerning export credits, Canada has agreed to implement recent OECD proposals
to ensure that official export credits and guarantees are consistent with the objective
of sustainable development. CIDA could be more systematically involved in the
screening process of projectsin countries eligible for ODA. Regarding foreign direct
investment, there are a number of Canadian companies active in the extractive
sectors of natural resources in developing countries. Canada could usefully deepen
its assessment of the impact of such investment in terms of poverty reduction,
environmental sustainability aswell as political and socia stability.

Agriculture and food aid. Developments in Canada's agricultural policy have
shown considerable improvements towards market orientation. Support to producers
is about half the OECD average; and producer prices for most commodities - with
the exception of dairy, poultry meat and eggs - are aligned with world market prices.
Nevertheless, total support to agriculture in 2001 amounted to
CAD 8 hillion (USD 5.2 billion), which was over three times the amount of ODA.
Agricultural subsidies undermine potentially competitive farming in developing
countries by reducing world market prices and inducing these countries to import
cheaper surplus foods from OECD countries, while most of their economies depend
on agriculture. Canada is therefore encouraged to take account of how its new
Agricultural Policy Framework as well as future policy developments may affect
developing countries. In addition, Canada continues to provide tied food aid,
although it has adopted in recent years more flexible forms of this assistance.
Nevertheless, Canada should show greater flexibility in sourcing food aid from
developing countries as appropriate, in order to support the latter's efforts in
developing their own agricultural production.

Natural resources and environmental sustainability. The promotion of
sustainable devel opment and sustainable use of natural resourcesis akey priority for
Canadian development co-operation. Canada's announcement at the World Summit
on Sustainable Development in Johannesburg to ratify the Kyoto protocol is
welcomed - and Canada is encouraged to ensure its implementation, since poor
people in developing countries are more vulnerable to the consequences of climate
change.

Health issues. Canada is a strong supporter of global efforts to fight infectious
diseases, particularly HIV/AIDS. Canada has been actively involved in debates on
trade-related intellectual property rights (TRIPS) in the context of improving access
to drugs in developing countries. Canada is encouraged to remain engaged in these
debates to ensure that the development dimensions of TRIPS are fully explored.
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» Governance and conflict. Implementation of its legislation to fight international
bribery,” including monitoring the activities of Canadian enterprises abroad, will
require sustained attention.

Recent achievements and remaining challengesfor Canada
Trade

Like other OECD countries, Canada has over the years introduced severa preferentia schemes
aimed at improving market access for selected goods from certain groups of developing countries.
These include the Generalised Preferential Tariff, the Commonwealth Caribbean Countries Tariff and
the Least Developed Country Tariff. Canada has aso signed free-trade agreements with several
countries, mainly in Latin America. Almost all agricultural imports from LDCs have been able to enter
Canada duty free, with the exception of dairy, poultry and eggs. However, the importation of textiles
and clothing products has been excluded from these schemes - a sensitive issue for Canada - while
these products are important for a number of developing countries, including some LDCs. In fact total
imports from LDCs were facing the highest average tariff rates with 8.8%,% as compared to the overall
developing country average tariff of 2.45% and an average world tariff of 0.82%. Canada collected
CAD 28 million (USD 19 million) in custom revenues in 2000 on imports from Bangladesh, which
was equivalent to half of Canadian bilateral aid to the country. Textile and clothing industries in
developing countries have also been affected by Canadian exports of used clothing, which is a top
Canadian export to many African countries.®

As announced at the last G8 summit, Canada has joined the growing internationa trend to
provide increased market access for LDCs. Recognising the importance of enhancing trade
opportunities to reduce poverty in developing countries, the government of Canada will extend, as of
January 2003, duty free and quota free access to al imports from LDCs” - with the exception of three
agricultural products (dairy, poultry and eggs). These exceptions are not likely to affect trade with
LDCs, athough further analysis may be necessary for a full assessment. Canada's initiative is
welcom%j. The government decision was made following public consultation which met general
support.

In the absence of detailed analysis by Canada, it is difficult to predict the impact of the Canadian
initiative on LDCs. Imports from LDCs into Canada (CAD 415 million- USD 279 million) are
insignificant, since they represent only 0.12% of total Canadian imports, which is the lowest share
among G7 countries. A country like Bangladesh is likely to benefit the most, since clothing imports
from the country represented 50% of Canadian imports from LDCs in 2000. Canada could help
African LDCs—which constitute the majority of LDCs but contribute only to a third of imports from
LDCs into Canada- explore opportunities in the Canadian market. The rules of origin will be an
important factor to determine the extent to which LDCs can take full advantage of market

22. Canada’s legislation to comply with the OECD Convention on the Bribery of Foreign Public Officials
in International Business Transactions became effective in 1999.

23. Half of Canadian imports from LDCs were actually facing tariffs averaging 19%.

24, In 2000 used clothing was among Canada’ s top three exports to 23 countriesin Africaand 5in Asia.

25. Myanmar is not eligible for political reasons.

26. The government expects employment loss to be limited and is planning adjustment programmes for

Canadian workers likely to be affected in the textile and clothing sectors.
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liberalisation.?” Canada intends that its rules of origin will be the simplest and most generous of any
major country, including for textiles and clothing. In general, increased trade opportunities may also
be influenced by other non-tariff barriers, such as health and safety standards, phyto-sanitary measures
aswell as human rights and labour standards.

Within its aid programme, Canada has been active in supporting trade capacity building in
developing countries in order to enhance effective market access. Such efforts aim at strengthening the
capacity of developing countries to participate in international trade negotiations, to develop domestic
policy and ingtitutions in trade-related areas and to establish supply capacities for exports. Specific
focus on LDCs, which has so far been limited, will be reinforced with additional resources for trade
capacity building made available as part of Canada’s commitment to Africa announced at the last G8
Summit.

Immigration

Canada has always been a country of immigrants, with currently one in six citizens born abroad.
A new Immigration and Refugee Protection Act came into effect in June 2002 that reinforces Canada’s
efforts to attract skilled workers and entrepreneurs as well as extends the dependent children’s age
limit under family reunion. Like many OECD countries, Canada faces challenges stemming from an
aging population and a slow population growth rate. Once a country dominated by migration from the
United Kingdom and other European nations, Canada’s most important migration flows today stem
from countries in the developing world, with skilled migrants specifically being targeted. Of the
250 000 immigrants and refugees who entered the country in 2001, 53% came from the Asia and
Pacific region (16% from China and 11% from India), and 19% were from Africaand the Middle East.
In addition, Canada accepts up to 30 000 refugees and displaced persons a year. Of total immigration,
55% were economic migrants (mostly skilled), 27% were family reunions, and 11% were refugees.

This redlity has implications for many sending countries—notably developing countries - that
cannot be ignored. Migrant remittances increase inflows of foreign currency to sending countries and
returning migrants may invest and bring skills. The interaction between developing countries and their
diasporain advanced countries can be a new dynamic for development; at the same time, the departure
of much-needed human capital can aso be detrimental to a developing country. This is especially
important in the different areas of basic social services, such as health care and education. One issue
that has received attention recently is the problem of OECD countries such as Canada actively
recruiting health care workers from developing countries to meet a growing domestic shortage. As a
result, the sending countries are left depleted of a scarce resource when improvements in their own
health systems are badly needed. Furthermore, the age of dependent children under the new family
reunification scheme has been extended from 18 to 22 years. This has implications for developing
countries, which would lose human resources that they have invested in through training and college
education. Canada, in turn, would stand to benefit from these skilled and educated people without
having invested in them. In general, there is an opportunity cost for developing countries in allocating
scarce resources to higher education as opposed to primary education, particularly in light of achieving
universal primary education.

While freedom of movement is fundamental in a globalised and democratic world, OECD
countries must ensure that their immigration policies are designed to reduce rather than aggravate
poverty in the developing countries concerned. Canada should assess the potential impact of its
immigration policy on developing countries human resources development. Migration and

27. Rules of origin, based on North American Free Trade Agreement (NAFTA), will require a 25%
value-added in LDCs for products using raw materials not originating from LDCs.
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development are interconnected and CIDA can play arole in conducting analyses to better understand
the linkages. It is important that relevant federal departments, such as Citizenship and Immigration
Canada and DFAIT, work together with CIDA to develop a comprehensive policy on international
migration and its rel ationship to development issues.

Tied aid

Canada's aid is highly tied by nature because of the drive to maintain a strong involvement of
Canadian civil society and private sector organisations. According to DAC dtatistics, Canadian
bilateral ODA (excluding technical co-operation and administrative costs) in 2000 was 75% tied,
which was one of the highest rates among DAC members. Tied aid generally has higher costs and it
risks undermining the principle of partnership and ownership pursued by Canada. Thisis, for example,
confirmed by a review carried out in 1997-98 on food aid —90% tied - which found that cost
effectiveness could be enhanced by diversifying procurement within and beyond Canadian sources.
However, in order to maintain public support, CIDA has always emphasised income and employment
for Canadians as benefits of its aid programme. CIDA staff are required to fill out a section on benefits
to Canada in the Annua Project Performance Reports and to devote a section on this topic in the
Agency’'s Annual Report to Parliament. However, in recent years CIDA's policy statements have
emphasised poverty reduction as the most important result for Canadian interests and against the
background of renewed public communication efforts (see Chapter 1), CIDA is encouraged to further
strengthen this focus on the results achieved in developing countries through development
co-operation rather than on the returns to the Canadian economy.

In 2001, the DA C adopted the Recommendation on Untying ODA to LDCs, which took effect on
1% January 2002. The Canadian Cabinet approved a new untying policy to comply with the DAC
Recommendation in June 2002, some six months beyond the deadline, indicating the difficulties this
issue presented in the Canadian context. Implementation modalities have yet to be approved by the
Treasury Board. Since procurement of goods is small in the Canadian aid programme, and technical
assistance is excluded from the DAC Recommendation, its implementation is not expected to have a
substantial impact on reducing Canada's overal level of tied aid (less than 1.5% of Canadian aid to
LDCs, according to CIDA estimates). Consequently, Canada should, as the recommendation
encourages, undertake its best efforts to identify and implement supplementary untying opportunities
beyond the provision of the Recommendation so as to promote a more baanced effort sharing among
DAC members. CIDA has dready sought and obtained authority to award service contracts to
non-nationals. An experiment is also being piloted in Honduras, where the procurement of all goods
and services within the programme of the geographic branch is to be untied and managed through the
local United Nations Development Programme (UNDP) office.

One of CIDA'’s instruments consists of providing grant funding to create credit lines to offer
private enterprises in partner countries the foreign currency for acquiring Canadian goods and
eguipment. The repayments by the private enterprises are deposited into counterpart funds which then
become available to partner countries to cover various local costs in support of CIDA's country
programmes. In Bolivia, such afund (CAD 15 million for five years) represents 25-30% of the annual
core bilateral aid budget. CIDA is completing an update of the current counterpart fund policy. In this
context, it is encouraged to review the relevance of these instruments for poverty reduction and local
ownership.
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Future consider ations

Canada' s commitment to policy coherence for development needs to be supported by a system
for mobilising efforts across the government, including more structured collaboration between CIDA,
DFAIT aswell as other federal departments and agencies.

Canada should take a more pro-active approach in analysing the impact on developing countries
of non-aid policies such astrade, agriculture and immigration.

Canadda's recent decision to increase market access for LDCs is welcomed. Canada is
encouraged, initsinitiative, to provide libera rules of origin.

Canada is encouraged to move forward in implementing the DAC Recommendation on Untying

ODA to LDCs and to further untie its aid in order to increase ownership and capacity in partner
countries.
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CHAPTERS

OVERALL ORGANISATION, STAFFING AND MANAGEMENT SYSTEMS

Overall structure of the Canadian aid system

Like many other DAC countries, Canadian development co-operation involves several different
federa departments and agencies (see Chart 1). Co-ordination takes place at the level of the Cabinet,
enabling each federal department and agency to be represented by its respective minister on an equal
basis. Although Canada in the World assigns DFAIT to ensure coherence and synergy over the full
range of the government’s international activities, the concerned federal departments and agencies are
operationally autonomous. In reality, there is limited comprehensive oversight of the entire Canadian
aid system.

The task of managing Canada’'s ODA rests mainly with CIDA, which is responsible for the
delivery of about 80% of the IAE and 65% of Canadian ODA. (See Chapter 2.) CIDA aso manages
Canada’'s OA to the countries in transition of Central and Eastern Europe. DFAIT is responsible for
ODA transfers to some of the UN agencies and human security related programmes. The Department
of Finance is responsible for Canadian contributions to the Bretton Woods Institutions and debt relief.
In addition, a number of other federal departments® undertake development co-operation activities,
athough their respective budgets remain small.

The International Development Research Centre (IDRC) is an interesting feature of the Canadian
development co-operation system. It was created in 1970 as a public corporation to help communities
in developing countries use science and knowledge to devise solutions to their social, economic and
environmental problems (see Box 5). The International Centre for Human Rights and Democratic
Development, recently renamed “ Rights and Democracy” is asimilar organisation, though with a more
modest resource endowment. It was created by Parliament in 1990 to promote, advocate and defend
democracy and human rights as well as to support programmes in strengthening laws and democratic
institutions, principally in developing countries.

As already mentioned, Canadian co-operation is characterised by a strong involvement of various
Canadian civil society and private sector partners, which include NGOs, churches, unions,
professional associations, educational institutions and companies.

28. Health Canada, Public Works and Government Services, and Heritage Canada receive a small share of
the IAE. Other federal departments (Environment, Agriculture, Justice, Human Resources
Development Canada, etc.) are often mentioned, athough their specific mandates and ODA
contributions are not specified.
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Chart 1. Aid-related organisations of Federal Government

Parliament of Canada Office of the
Auditor-General
Federal Government | of Canada
| ]
Minister for Minister of Foreign Minister for Minister for
International Affairs International Finance
Co-operation Trade
| Other Ministers |
I
Canadian International International Department of Foreign Affairs Department of . Department of Public
Development Agency Development Research and International Trade Finance Works and Government
CIDA IDRC DFAIT Services
. Heritage Canada
. Human resources

Rights and development Canada
Democrac . Department of Justice
. Department of Agriculture

. Department of Health
. Environment Canada

Source: OECD.

Co-ordination

As mentioned in Chapter 4, formal government co-ordination mechanisms beyond the Cabinet
are limited. Inter-departmental co-ordination takes place informally and in response to specific needs
and issues. Canada has nevertheless made efforts to enhance the consistency and synergies between
various parts of international co-operation (e.g. CIDA/DFAIT joint efforts in conflict prevention
activities and security sector reform or Canada's support to developing countries for the
implementation of multilateral environmental agreements). In the human security area, DFAIT and
CIDA, together with other federal departments, meet semi-annually in a senior leve
inter-departmental group - the Programme Advisory Committee on Human Security —to address
consistency and complementarity issues. Canada makes a specia effort to ensure that it speaks with
one voice at international forums by co-ordinating multiple federal departments including those
beyond Finance, DFAIT and CIDA. For example, CIDA, the Bank of Canada, DFAIT and the
Department of Finance collaborate in the governing bodies of the World Bank, IMF, and the regiona
development banks, including on the Poverty Reduction Strategy Paper (PRSP) process. For the UN
forums, various federal departments collaborate on negotiating positions and in forming common
delegations.

There are opportunities for more intensive inter-departmental co-operation, particularly at the
operational level. Although there is a more structured relationship between CIDA and DFAIT since
CIDA staff are integrated in Canadian embassies, CDPFs could benefit from the inclusion of a
comprehensive overview of the relations between Canada and partner countries (see Chapter 6). CIDA
is represented on IDRC’s board, and senior managers of the two organisations meet formally at least
once a year. However, forma co-operation remains limited at the field level except for some joint
activities on a case by case basis. The two agencies are experimenting in Honduras with a closer
relationship between research and development. Co-ordination on multilateral issues between the field
and Ottawa could also be further improved. CIDA is currently modifying the role played by field staff
in order to increase their involvement with multilateral organisations and provide regular feedback.
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Box 5. International Development Research Centre (IDRC)

IDRC's mandate is to support and conduct research on the problems of development and identify the means for
applying scientific and other knowledge to the socio-economic advancement of developing countries. IDRC'’s
underlying philosophy rests on the conviction that researchers in developing countries must take the lead in
producing knowledge for the benefit of their own communities and that the acquisition and use of knowledge is
key to progress. Although IDRC is a Canadian organisation, its operations are overseen by a 21-member
international board of governors. The IDRC Act requires that its chairperson, vice-chairperson and nine other
members be Canadians — CIDA’s president is traditionally one of them. Of the remaining governors, seven are
internationally-known researchers from developing countries and three are from OECD countries. IDRC reports to
Parliament through DFAIT. Its 360 staff are based at its headquarters in Ottawa and at six regional offices in
various parts of the world. In 2000-01 IDRC’s budget was USD 91 million, with a USD 60 million appropriation
from the Canadian Parliament, equivalent to 67% of its total revenues. This appropriation is included annually in
the IAE, of which IDRC's share is approximately 4%. Other revenues are derived from external resource
mobilisation, which includes funding from CIDA'’s responsive programming and other donor agencies.

IDRC supports research in three broad areas: social and economic equity; environment and natural resource
management; and information and communication technologies for development. IDRC’s support to regional
networks of research institutions has been a key feature of its efforts in building research capacity in developing
countries. In 2000-01 it supported some 900 projects, with Africa being the largest recipient (41% of total
disbursements). In Tanzania, IDRC is collaborating with the Ministry of Health in testing an innovative approach to
decentralised planning and delivery of basic health services, which integrates planning and research. The
approach offers promise in improving health not by spending more but by planning expenditures more efficiently
according to priority needs. As a way to promote more ambitious research projects, IDRC mobilises funding from
other donors and takes the lead in coordinating common research agenda, such as environment in Latin America
and the Caribbean, economic research in Africa, and trade and industrial policies. IDRC has also developed
several projects that respond to special needs or opportunities that fall outside its conventional funding
framework, such as the Expert and Advisory Services Fund for the Middle East Peace Process set up by DFAIT
and CIDA.

IDRC has realised major achievements in the support of knowledge-development in developing countries and has
consistently worked to enhance local ownership by its partners. There may be value in the organisation looking at
the contribution its activities make to poverty alleviation given the centrality of that goal in global development
co-operation efforts. CIDA could more explicitly draw from IDRC's work in formulating its own bilateral country
strategies, especially relating to health and environment.

Canadian International Development Agency (CIDA)
Organisation

At the palitical level, CIDA is the responsibility of the Minister for International Co-operation,
who is a member of the Cabinet. Administratively, CIDA is headed by its president — an appointment
at the deputy minister level. The Executive Committee is the highest authority within the agency,
consisting of all heads of CIDA's branches and chaired by the president. Two sub-committees have
been created to focus respectively on management and policy. CIDA is composed of eeven
branches (see Chart 2): Africa and the Middle East; Asia; Americas, Central and Eastern Europe;
multilateral programmes, Canadian partnership (see Box 6); policy; communications; human resources
and corporate services, performance review; and information management and technology.
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Box 6. The Canadian Partnership Branch

The Canadian Partnership Branch constitutes a unique feature of CIDA. The mission of this branch is
to support CIDA’'s mandates and objectives through partnerships with civil society and the private
sector in Canada and in host countries. The cost-sharing funding basis leverages additional resources
from Canadian society (57 cents for every CIDA dollar). It comprises three main delivery channels: the
NGO programme (the most important activity of the branch with about half its disbursements), the
Institutional Co-operation Division (involving Canadian educational institutions, unions, co-operatives
and professional associations), and the Industrial Co-operation Programme (INC - supporting
Canadian private sector relationships with developing countries). The branch’s disbursements
amounted to CAD 263 million (USD 170 million) in 2001-02, or 15 % of CIDA’s budget, which was
equivalent to about a third of the funding to geographic branches. Notwithstanding a reorganisation of
the Partnership Branch in 1995-96 to increase focus and streamline management, the number of
partners (more than 750) and the size of its portfolio (1300 projects) appears to involve
time-consuming processes and high transaction costs for CIDA. As a result, the Partnership Branch is
a complex organisation of its own, with 152 staff members spread across five divisions, regional desks
and representative offices in three regions of Canada. An interesting illustration of the organisational
consequences of this arrangement can be found in its activities in Senegal, which involve 20 different
headquarters staff members in different divisions to monitor 40 different projects with a total annual
budget of about CAD 2.6 million (USD 1.7 million).

Staffing and personnel management

Since 2000, CIDA has increased its staffing levels. The most important area has been the Policy
Branch, which has recently doubled to reach 180 in 2002, with the aim of increasing analytica
capacity, specialist expertise and helping to lead the transformation process. In the beginning of 2002,
CIDA had a total staff of 1 540 employees, of which 107 were posted in embassies in the field (see
Chapter 6 on CIDA's field presence). Although public administration and defence accounts for 5.1%
of total employment in Canada — which is lower than in most OECD countries - CIDA appears to be
well staffed in comparison with other donor agencies.® As for gender equality, CIDA is committed to
the government-wide employment equity goals. In 2001, 57% of CIDA staff were female with 46% in
the scientific and professional category, and 27% at the executive level.

As in most OECD countries, the Canadian public administration faces the chalenge of staff
renewal in light of the massive retirement of staff over the coming decade. In CIDA, 60% of the
executive staff will be eligible for retirement by 2005 and an additional 20% by 2010. Within the
professional and scientific category, 27% of the staff will be eligible for retirement by 2005. To
respond to this dramatic reduction of personnel and to prevent the loss of knowledge, CIDA has
focussed on the recruitment of younger people. In 1998, it launched a programme to recruit and
promote 20-25 young professionals per year. Initidly intending to attract people with a bachelor’'s
degree, most of the candidates had at least a master’s degree and some development experience. The
qualification of new recruits was higher than expected, which initially created some difficulties in
retention, since some of them were able to find better opportunities and faster advancement in other
parts of the government, forcing CIDA to adjust its conditions and become more competitive.

29. Using a rough estimate of the number of staff needed to manage aid, CIDA has probably one of the
highest ratio among donors. At CIDA, it takes about 12 staff to manage USD 10 million of aid,
compared with about 6 in the Australian Agency for International Development and the Swedish
International Development Cooperation Agency — the latter having a similar budget to that of CIDA —
about 5 in the Department for International Development and 2.5 in the Dutch Ministry of Foreign
Affairs.
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Chart 2. Canadian International Development Agency

| Minister for International Cooperation |
| President |
I 1
| Senior Vice-President | | Corporate Secretariat |
| | | | | | | | | |
Vice-President Vice-President Vice-president Vice-President Vice President Director General Vice President Director General| Vice-President Chief, Information Vice President
POLICY ASIA CANADIAN HR & MULTILATERAL COMMUNICATIONS CENTRAL & EAST'N PERFORMANCE] AFRICA & Officer - INFORM. AMERICAS
PARTNERSHIP CORPORATE SERVICES PROGRAMMES EUROPE REVIEW MIDDLE EAST MANAG'T & TECH.
I I I I I I I I I

Scientific, Technical
& Advisory Services

Mainland
Southeast Asia

| Industrial Coop. |

I Finance I

Intl. Financial
Institutions

|_

| Outreach |

Policy, Planning
& Financial Services

| Internal Audit |

Atlantic West
Africa

|_

Information Strategy
& Innovation

| Caribbean |

| Principal Advisers |

India, Nepal
Sri Lanka

|_

S&T Special
Resources

| Institutional Coop. |

I Comractmg Manag 't I

Non-Governmental
Organisations

|_

[ Human resources |

United Nations &
Commonwealth Prog.

Planning &
Ministerial Services

|_

| Policy & Planning |

| Evaluation |

[_Bangladesh |

Environmental
assessment

Pakistan,
Afghanistan

Policy, Strategic
Planning & Operations

| Youth Action |

Coordination &
Support Services

Administrative &
Security Services

| Food Aid Center |

Operation
Research &
Analysis

International
Humanitarian
Assistance

>
z
3
5
w
&
B
g
c
E

| China |

Policy Analysis
& Development

| Strategic Policy |

Indonesia, Philippines
South Pacific
South East Asia
Regional Program

Governance &
Social Policies

Policy &
Planning

| Economic Policies |
Child Protection Sec.

Corporate Planning
& Coordination
Corporate Planning

Coordination

Branch management
Services

Information

&l
=]
=1
El
&
=

Source: CIDA.

Technical &

Strategic
Management

| Legal Services

Policy Planning

& Management

55

Russia, Ukraine
& Nuclear Prog.

Central & Northern
Europe

Multilateral, Regional
& Renaissance
Europe

Southern Europe,
Central Asia &

Humanitarian
Assistance

Results Based
Management

|_

| Central America |

North Africa &
Middle East

Client - Partner
Relations

Brazil, S. Cone
Colombia Reg;

Panafrican Prog.
& Francophonie

Information Sources
Management

Bolivia, Ecuador
Peru

| Southern Africa |

ion Services
& Business Solutions

Eastern Africa
&Horn of
Africa

Information Technolog

Sahel & Ivory
Coast

| Gulf of Guinea |

Strateg
Planning & Manag't|

I Mana ]emem Services I

© OECD 2003

Policy, Planning
& manag't



Canada

Furthermore, CIDA is addressing the major challenge of adjusting its skills-mix as it embarks on
atransformation process to meet its objectives of strengthening aid effectiveness. The knowledge and
expertise needed in the new context are different from those of traditiona project planning and
implementation. CIDA has prepared a new corporate strategy for managing its human resources to
reflect its new vision and direction. As part of this strategy, CIDA is redefining competency profiles
with more emphasis on skills such as analytical abilities, strategic thinking, creativity, innovation, pro-
activeness, communication and team collaboration. The updated profiles will be used for future
recruitment and training needs and appear well synchronised with the future orientation set out in
strengthening aid effectiveness.

In light of new programming and management requirements, CIDA has adapted its training
courses - both in traditional and electronic forms - to include new subjects such as programme-based
approaches and risk assessment. At the same time, general experience indicates that the availability of
training alone may not be sufficient for a successful implementation of mainstreaming efforts and
change. A CIDA internal audit report on the implementation of the Canadian Environmenta
Assessment Act found that staff at the operational level were insufficiently trained despite the
availability of extensive training materials.

Organisation and management change
Strengthening the Policy Branch

Since the last Peer Review, CIDA’s structure has basically remained unchanged, except for the
Policy Branch, whose expertise and mandate have been strengthened. The rationale for a stronger
Policy Branch was to provide enhanced strategic focus, policy analysis and formulation capacity, in
order to improve the base for decision-making in country programming and policy dialogue with
partner countries and other donors. Enhanced policy capacity is also expected to serve CIDA’s
participation in inter-departmental debate when development related issues are on the agenda
However, analysis beyond development co-operation does not seem to be a major feature of the
Branch’s activity.

The Policy Branch totals 180 staff, which include experts in the area of health and HIV/AIDS,
education, socia sciences, information and communication technology, and natural resources. Since
each geographic branch maintains its own policy team (a group of 60 experts in tota), the
strengthening of the Policy Branch has created certain internal tensions. The division of
responsibilities and the issue of closer co-operation between the two groups of experts from the policy
and the geographic branches may need to be better defined and addressed.

Srengthening Aid Effectiveness

The implementation of the framework for Strengthening Aid Effectiveness cdls for a
comprehensive rethinking in CIDA’s way of doing business, which is till largely work under
progress. A Business Transformation Unit was set up to look at how the framework could be
implemented. A small team headed by the senior vice-president is promoting and facilitating
consultation across the agency. The change process is made of two distinct parts, awork simplification
exercise and pilot initiatives.

CIDA is a complex organisation with labour-intensive processes. Over the years, in response to
various emerging needs, new approaches have been introduced with their own rules and processes,
without necessarily leading to an adjustment of existing administrative requirements. As aresult, there
are within CIDA various heterogeneous mechanisms which are not necessarily consistent and prevent
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horizontal connection. A number of recent government-wide initiatives (e.g. Results-Based
Management and Government On-Line) have also added to the burden of CIDA. The agency’s
portfolio currently amounts to about 2 400 projects, with 1 100 in the geographic branches and 1 300
in the Canadian Partnership Branch. The total number of projects has remained relatively constant
despite CIDA’s shrinking aid budget, which could imply that the average size of projects has aso
decreased over the years, thereby increasing transaction costs. As aresult, CIDA’ s staff have tended to
be more preoccupied with contracting procedures and reporting requirements than with substantive
and analytical work. CIDA is fully aware that too much of operationa staff’s time is spent on
processes and procedures and has launched a process of work simplification. One of the first
achievements has been to rationalise project cycle management from 32 to three different systems
across the agency.

CIDA has also started to explore new approaches to development programming. Pilot initiatives,
which are representative of the type of activities CIDA wants to pursue, have been selected to identify
constraints and formulate solutions. A description of how CIDA is undertaking its shift towards
programme-based approaches is provided in Chapter 6. A few issues suggested in the Strengthening
Aid Effectiveness (e.g. aid untying, the role of responsive programming and geographic concentration)
could have a bearing on the extent to which CIDA can shift towards programme-based approaches.
Timely completion of an action plan would enable CIDA to further progress in shifting towards the
new direction.

Reinforcing knowledge management is another priority of CIDA. Recognising that the true
value-added of aid agencies is their expertise in development, CIDA has established a series of
internal changes aimed at strengthening its ability to have a grasp of development challenges. These
include: strengthening its internal knowledge networks; and, updating its information technology and
management systems. The challenge for CIDA is to ensure information aggregation and dissemination
aswell as consistency among the different branches, networks and initiatives.

Performance assessment

As many other OECD countries, Canada experienced extensive public sector reforms in the
1990s that placed emphasis on improving performance and demonstrating results. In 1999, the
government of Canada set out a new agenda for change in the way that federal departments and
agencies manage and deliver their programmes and services. This agenda was followed in 2001 by the
introduction of new policies on evaluation and internal audit as well as the requirement to develop
RBM and accountability frameworks. RBM, evaluation and internal audit are the three distinct review
functions under the responsibility of the Performance Review Branch that serve as abasis for CIDA’s
performance assessment.

Results-based management

CIDA is now among the most active donors with respect to RBM.¥ The agency's RBM
experience has evolved since its introduction in 1996. A new Five-year Results-Based Management
and Accountability Framework (see Box 7) was approved in 2002 by the Treasury Board. As an
agency-wide strategic planning tool, this framework aims at better integrating the initiatives and
results at various levels of the organisation, and at providing Parliament and the Canadian public with
avision of CIDA’s objectives and progress in achieving them. The DAC islooking forward to the first

30. As mentioned in the last Peer Review, a mgjor external audit of CIDA’s management of its bilateral
programmes in 1993, combined with an internal Strategic Management Review, were the starting
basis for the agency’ s transformation into a more results - oriented and accountable organisation.
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report to Parliament using this new framework as well as CIDA’s lessons-learned from its
implementation.

Notwithstanding major achievements, CIDA continues to face a number of challenges in
operationalising the RBM. The links between the Management, Enabling and Development Results
may not always be obvious. For example, some of the processes involved in the Management and
Enabling Results need to be operated in a way so that they do not become ends in themselves and
overlook the achievement of Development Results. Along with other donors, CIDA faces chalenges
in showing in practice how its development results relate to the MDGs. CIDA also needs to address
the gap between results at the agency project levels for the purpose of reporting to Parliament. Based
on the new framework, information generated at the project level will be aggregated at the country
programme level. This information will be complemented by independent evaluations conducted by
the Performance Review Branch.

According to a survey conducted within CIDA to assess progress in implementing RBM across
the agency, there is a general consensus that RBM provides a practical and useful tool for quality
improvement at the planning stage by focusing on expected achievements and alowing for a common
understanding of targets. After more than six years of experience in implementing RBM, difficulties
remain in consolidating its elevation to the programme and agency levels. RBM is perceived as a
control rather than a decision-making support tool and, as a result, is used mechanically for reporting
rather than analysis. The Performance Review Branch sees these survey results as an indication that
more training may be needed for CIDA's staff, executing agencies and partners in the field and that
the culture change is still not fully completed. A more fundamental assessment may be needed to
strike the balance between the use and type of information produced by the RBM system at different
levels (senior management and operational staff) and the time-consuming tracking requirements.
There may also be a need for CIDA to be more selective in identifying results and indicators and to
focus on significant links in its logic chain. Moreover, CIDA may have to review whether there is
sufficient understanding of the purpose of RBM beyond accountability and how the results can better
feed into various internal management systems, such as resource allocation, staffing and
lessons-learning.

In moving towards programme-based approaches, CIDA is currently looking at how to shift its
RBM focus from a project to a programme level. The agency recognises that the issue of attribution
becomes meaningless in the context of enhanced local ownership and increased donor co-ordination.
The Auditor General fully supports CIDA's focus on demonstrating its contribution to sustainable
devel opment results without being preoccupied with their attribution to Canada's specific intervention.
CIDA is therefore encouraged to work with other donors to identify the best ways of achieving
development results collectively. In this regard, the shift of the accountability discussion away from
attribution to contribution is a significant step forward that other donors may also want to consider.
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Box 7. CIDA’s Results-Based Management and Accountability Framework
Key Agency Results

This framework contains the Key Agency Results, which will serve as the basis for integrated results-based
planning, budgeting and reporting, in direct connection with CIDA’s Sustainable Development Strategy. The
distinction is made between three levels — Management, Enabling and Development Results - to reflect CIDA'’s
work in the short, medium and long term. This framework sets out a logic model working bottom-up from agency
activities to Canada'’s contribution to the MDGs, with results and indicators specified for each level.

CIDA’s Logic Model

Enabling
Results

Development
Results

Direct Control

Direct Control )
_ Indirect Control

Management Results demonstrate a management system approach based on continual improvement. Expected

results are:

« Human resources: Agency policy and analytical capacity strengthened; rebuilt and refocused scientific and
technical expertise; knowledgeable, highly motivated and more representative workforce; and strengthened
field presence.

« Information management technology: Information systems supporting achievement of agency priorities,
and effective interaction with partners and public information needs (e.g. Government-On-Line).

e Strategic planning and resource allocation: resources allocated to strategic priorities; and incorporation of
a continual improvement management approach (e.g. modernisation of comptrollership function).

* Rationalisation of processes: transparent, consistent and cost-effective business processes (e.g.
competitive tendering).

Enabling Results demonstrate an appropriately allocated and effective portfolio of programmes. Expected

results are:

e Appropriate programming orientation: appropriate balance between directed and responsive
programming; consensual and collaborative partnerships established between CIDA and its partners; new
programming approaches piloted; policy-based programming and increased policy coherence between CIDA
and its partners; facilitation of local ownership; and greater untying of Canadian aid.

e Appropriate sectoral and thematic focus: increased focus on the Social Development Priorities; and
others (e.g governance, economic reform, capacity building and gender equality).

e Appropriate geographic focus: enhanced CIDA presence in a small number of countries and institutions;
and graduation of maturing countries.

* Engaged Canadians: improved perception of the value, efficiency and effectiveness of programmes.

Development Results demonstrate achievements in support of CIDA’s mandates and commitments to the

MDGs. Expected results are:

* Economic well-being: equitable economic growth and improved standards of living for the poor.

e Social development: improved quality of life of the poor through enhanced social services; management of
social impact from reform; and progress toward gender equality.

 Environmental sustainability and regeneration: improved environmental sustainability through the
protection, conservation and management of environmental diversity.

* Governance: improved governance structures and institutional capacity; strengthened civil society; and
enhanced respect for rights and democratic principles.
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Evaluation

Evaluation is a joint responsibility of the geographic branches and the Performance Review
Branch. At the operational level, line managers of the former are responsible for the monitoring and
evaluation of their activities, which include a mix of self-assessments and in-depth reviews often
contracted to external consultants. The Performance Review Branch is responsible for conducting
broader evaluations and reports directly to CIDA's president, ensuring the independence of the
evaluation function. Recent experience in evaluating Canada s six programme priorities indicates that
such exercises were lengthy, complex and costly, since they involved the assessment of a relatively
large sample of small projects. As a result, apart from a broad overview of achievements, these
evaluations did not provide line managers with timely lessons learned that were specific enough to be
applied to on-going and new activities. It was also judged that such an approach did not provide
adequate coverage of the agency’s different branches. As of 2002-03, CIDA plans to change the
course of its evaluation by focusing on country programmes and major ingtitutional partners. CIDA
aso intends to become more involved in joint efforts with other donors in sectors determined by
partner countries.

In recent years, only a few country, sector and theme based evaluations appear to have been
carried out by the Performance Review Branch. The question is whether the preparation of new
CDPFsis based on arelevant assessment of lessons-learned. CIDA's intention isto link evaluations of
country programmes scheduled for the coming years (14 for the next five years) to the agency's
priorities, focusing either on the preparation of new CDPFs or on the assessment of major on-going
ones. Such country programme evaluations should play a key role in assessing the performance of
Canadian assistance by checking the validity of the logic chain incorporated in CDPFs, namely the
appropriateness of policy and programme choices in terms of sector focus as well as the selection of
the programming approach.

A new series of Lessons Learned Papers has been recently launched in order to make better use
of the numerous self-assessments across the agency - particularly information collected in project
reviews that were completed by the geographic branches - and to promote the sharing of knowledge
and experience on specific thematic issues. A performance management working group, which is
composed of representatives from various branches and meets on aregular basis, has been established
to work on tools for implementing RBM and to share lessons-learned. A standard practice for
evaluations conducted by the Performance Review Branch is the preparation of a management
response, which is included in the evaluation reports, to ensure implementation of recommendations
from evaluation and a better use of evaluation results in policy and programme development. At the
same time, CIDA is facing the difficulty of ensuring the dissemination of evaluation results.
Publication of evaluation reports and other assessments is not a standard practice. Evaluations carried
out by geographic branches are not systematically available to the public and CIDA’s Web site
contains only a few reports and executive summaries of those undertaken by the Performance Review
Branch. At minimum, alist of recent eval uations should be provided.

Audit

CIDA regularly performs audits of its programmes to help ensure effective and efficient use of its
resources. For a better integration of the audit function in the overall performance assessment process,
and the shift to a more results-oriented learning approach, internal audit has been reoriented to focus
on best practices rather than compliance. In addition to these internal reviews, periodic independent
reviews are conducted by the OAG to provide objective information and advice to Parliament.
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A very collaborative and constructive relationship has developed over the years between CIDA
and OAG. The latter was key in the mid-1990s in helping CIDA to develop and implement RBM in
order to promote a stronger results and learning culture. Despite CIDA’s greater emphasis on results,
OAG has been encouraging CIDA as it has al federal departments, to provide to the public a more
meaningful and balanced picture of its performance. In particular, CIDA has been advised to provide a
more realistic description of what it is trying to achieve and to place more emphasis on the challenging
context within which it operates and the potential impact of its activity. This would aso include a
description of how problems were dealt with, when results could not be achieved, and the lessons
learned for the future. More recently, OAG has closely followed CIDA's discussions on aid
effectiveness and has indicated its support for the agency's shift towards programme-based
approaches, provided that development results can be measured and the proper financial assessment
and reporting mechanisms be established. (See Chapter 6.)

Future consider ations

Canada could identify opportunities to further enhance interdepartmental co-operation,
particularly between CIDA, DFAIT and IDRC.

The implementation of the approaches suggested in the Policy Satement on Srengthening Aid
Effectiveness would be welcomed. Thiswould require atimely decision on pending issues, particularly
regarding geographic concentration and the role of responsive programming.

The shift towards making RBM more strategic and selective in identifying the significant results
to be measured could generate key management information and help track CIDA's contribution to
collective donor efforts to achieve the MDGs.

Evaluation results could be made more systematically available to the public. In addition,

evaluation of CDPFs should assess the appropriateness of policy and programme choices in achieving
the MDGs, including sector focus as well as the selection of the programming approach.
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CHAPTER 6

COUNTRY OPERATIONS AND OWNERSHIP

Issues in this chapter draw on two field visits made by the DAC review team in June 2002 to
Ukraine (see Box 8) and Senegal (see Box 9).

Country strategies and programming

CDPFs are currently available for several partner countries but CIDA is planning to develop one
for each country with which it envisages an enhanced partnership (see Chapter 2 on priority countries).
CDPFs are intended as comprehensive, analytica and strategic documents that articulate CIDA’s
relationship with partner countries. According to CIDA’s draft guidelines for preparing CDPFs, each
document should normally include three broad sections: (i) background and anaysis of partner
countries' development context; (ii) strategic focus, including the rationale for the selected positioning
of CIDA’s programming framework, priorities of other donors and policy coherence (to ensure that the
programming framework is reinforced by Canada's non-aid policies); and (iii) implementation
strategy, which outlines the selected programming approach, CIDA’s various channels, performance
measurement strategy, risk analysis and resources.

CDPFs are prepared in CIDA’s headquarters under the responsibility of geographic branches,
with the collaboration of other branches and staff in the field. There is also extensive consultation of
partners both in the field and Canada. CDPFs are submitted to CIDA’s Executive Committee while
final approval rests with the Minister for International Co-operation. Geographic branches review
CDPFs on an annua basis to examine the extent to which assumptions have changed and
modifications required if necessary. The draft guidelines also recommend a mid-term review and a
final evaluation. CIDA’s Performance Review Branch provides expertise in defining the criteria
against which CDPFs are to be evaluated.

CIDA’s central focus on poverty reduction is generally reflected on CDPFs. The starting point is
normally country-led poverty reduction strategies such as PRSPs. The draft guidelines include a list of
criteriafor CIDA staff to analyse such strategies in order to determine how the agency could align its
programming to country partners priorities. In case such strategies are not available or if the existing
ones are deemed not to be representative, reiable or legitimate, CIDA staff are required to prepare
their own analysis, and guidelines for this purpose are under preparation.

A major departure from past practice is CIDA's increased sector focus and selectivity in partner
countries. In Senegal, CIDA is now focussing on primary education and grassroots economy which
aims at raising the productivity of the poor. In Bolivia, CIDA has reduced the number of its areas of
intervention from eight to three, focussing now on health, water & sanitation and modernisation of the
state.

63 © OECD 2003



Canada

Box 8. Field mission to Ukraine

The Canadian programme. In 1999-2000, Ukraine was the 8" largest recipient of Canadian aid. With USD 17 million in
disbursements, Canada was the 3" largest bilateral donor. An estimated one million Ukrainian Canadians represent both a
strong lobby for the government to provide aid to Ukraine and a large pool of skills and talents to draw upon in supporting a
Ukrainian reform agenda (e.g. through the CIDA "Policy Advice for Reform" facility). CIDA inherited in 1995 the co-operation
programme started by DFAIT in 1991. The programme is “responsive”, meaning that Canadian organisations form twinning
arrangements with Ukrainian civil society or central/local governments.

Canada was the first DAC member to recognise Ukraine’s independence, a fact that many Ukrainians appreciate. Due to the
involvement of the Ukrainian diaspora in Canada’s aid to Ukraine, a vibrant and broad-based programme has been established
in 10 years. Many Ukrainians have been given opportunities to participate on study tours to Canada and become exposed to
Canadian experience and knowledge. This has also laid the foundations for a potentially long-term relationship between many
Canadian and Ukrainian institutions. A central objective of Canada's programme is to support and catalyse the change process
in Ukraine.

CIDA'’s programming is flexible in responding to the rapidly changing context of the country. It allows the accommodation of
innovative initiatives, such as the Reforming Social Services project which attempts to strengthen organisations for the disabled.
The Land Privatisation and Farm Organisation project started a farmers’ network and introduced them to credit schemes, which
were new concepts in Ukraine. Canada has an excellent relationship with Ukrainian counterparts due to its constructive
approach to dialogue and problem-solving. The bilateral and multilateral donors also highly regard Canada’s openness and
commitment to donor co-ordination and joint efforts.

Issues for consideration. The programme is generally supply-driven, raising questions of ownership. Furthermore, the three
programming areas stated in the CDPF (governance structures, institutional capacity, and strengthening civil society) are broad,
which requires various expertise for CIDA in monitoring at headquarters and in the field and results in high transaction costs.
Such dispersion may not be the most efficient way of having cumulative impact and helping sustainable development through
national development processes. An increased sector concentration might be conducive in enhancing local ownership and
therefore sustainability by Ukraine. Although co-ordination among donors is weak, Canada will have to review its responsive
approach and co-ordinate with EU members in Ukraine’s process of harmonising to EU standards and approaches in
preparation for EU membership.

An estimated 42 000 civil society groups have been created in Ukraine since the donors started co-operation. While this may be
an encouraging trend in building a democratic society, these organisations are dependent on donor funds with few resources
raised domestically. This provokes some fundamental questions regarding the sustainability of NGOs and regarding the role of
the state if civil society is encouraged to substitute for government functions in service delivery.

Shorter term, supply-driven activities have limits in generating sustainable results, even where Canada has significant
experience in capacity building, unless they are part of wider reform processes. For example, in the Environment Co-operation
Programme, a national climate change strategy may be approved but may not be implemented due to the lack of interest by the
ministry concerned. The Economic Modelling and Forecasting Project may build the capacity of the institution concerned, but
the actual modelling and forecasting needs to be used by the Ukrainian government in policy making. The Judicial Reform
Project may succeed in establishing three model courts, but the ministry cannot maintain the equipment nor replicate the model
throughout the country due to high costs. Such examples suggest that RBM which focuses too narrowly will miss the ultimate
performance objective.

In Ukraine, although only 3% of the population live below USD 2 a day, 20-30% live below USD 4 a day and the Ukrainian
government has developed a poverty reduction strategy. Poverty reduction does not, however, drive CIDA's programme in the
case of Ukraine. Rather, CIDA is focussing on governance, the enabling environment for economic growth, and nuclear security
(cf. the major programme on nuclear security announced by the G8 at the Kananaskis Summit).

CIDA is, with others, encouraging the Ukrainian government to develop a strategic agenda and muster the political will to
implement it. Where moves in this direction are evident, CIDA is ready to provide support, for example in the agricultural sector
on land registration. CIDA intends to shift more ownership to Ukraine, and to ensure that the high involvement of the
Canadian civil society is compatible with this basic objective. In general, the donors in Ukraine could move more towards sector
approaches and Canada could help lead the discussion in that direction. CIDA is well aware of the challenge in reconciling a
strategic approach for the Ukraine programme with the flexibility needed given the shifting operating environment in the country.
This is particularly evident in a "difficult partnership” country such as Ukraine where the authorities' commitment to reform and
change is sporadic or inconsistent. Best practices in co-operation with ODA countries could be used as lessons-learned in new
operating environments of OA countries such as Ukraine.
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Box 9. Field mission to Senegal
The Canadian programme

In 1999-2000, Senegal was the 11" largest recipient of Canadian aid. With disbursements of USD 14 million, Canada was the
7" largest bilateral donor to Senegal. A CDPF (2001-2006) was prepared following an intensive consultation process with a
wide range of stakeholders in the field and in Canada. The CDPF was finally presented in Canada to Canadian organisations by
a senior representative of Senegal’s Ministry of Finance.

The objective of CIDA in Senegal is to contribute to halving poverty by 2015 in support of the country’s poverty reduction
strategy. The central poverty focus is demonstrated by the selection of two areas of intervention: basic education and the
grassroots economy. CIDA is planning to allocate more than 50% of the CDPF'’s resources to basic education, in support of
Senegal’s 10-year Plan for Education and Training. Support to the grassroots economy aims at increasing productivity of the
poor by improving access to savings and credit particularly by women, and at revitalising rural organisations.

CIDA'’s constructive approach in promoting policy dialogue on education has been recognised by the Senegalese and other
donors which requested Canada to lead donor co-ordination. CIDA’s support to basic education is focussing on curriculum
development and improvement of teaching quality. CIDA is also playing a key role in literacy programmes and non-formal basic
education which are important development priorities identified in Senegal's plan. Institutional support is provided to build the
capacities of the Senegalese government to work in partnership with community organisations. The CIDA funded project now
represents more than 50% of Senegal’'s literacy activities; in five years, 160 000 adults - of which 80% are women — have
become literate. The project has also experimented with alternative models of schools, which have enabled the enrolment of
more than 6 000 children who were out of the formal educational system. As for micro-finance, CIDA’s support has helped co-
operatives and community-based organisations to develop various credit and saving schemes. Simultaneously, CIDA has
contributed to the creation of necessary institutional support and regulatory mechanisms at the level of the ministry of finance as
well as that of the Central Bank for West African States.

IDRC is also active in Senegal and has played a key role in providing methodological support to Senegalese research institutes
in the preparation of the PRSP.

Issues for consideration

CIDA's Africa Branch has been working over the last two years to bring the new country-driven partnership approach to bear on
the way it does business and has been active on this front in the Strategic Partnership for Africa. It recognises that there is still
much to be done here.

The CDPF needs to be more comprehensive by including all CIDA-funded activities as well as other Canadian activities. In fact,
indicative programming resources do not correspond to total Canadian ODA commitments to Senegal. While recognising the
need to enhance synergies among CIDA’s various channels, the CDPF covers mainly core bilateral activities of the Africa
Branch. The CDPF could specify whether activities of the Canadian Partnership Branch follow sector concentration and how
CIDA’s regional activities reinforce bilateral activities. While IDRC participated in the CDPF consultation process, there could be
more systematic and regular co-ordination with CIDA.

CIDA has made progress in shifting towards a sector approach in education with its projects supporting the implementation of
Senegal's Plan and is ultimately aiming at providing budget support. Further efforts are nevertheless needed to consolidate
such an approach. According to a recent inventory of all Canadian-funded activities in the education sector, there are still
about 25 different on-going projects in basic education, higher education as well as technical and professional training. Although
most of them are closely linked to Senegal's Education and Development Training Plan, this is nevertheless a high number and
there is a price to pay in terms of transaction costs both for Senegal and for Canada.

CIDA could also place more emphasis on local ownership. As most projects still involve Canadian executing agencies, CIDA
could consider how to transfer more management responsibility to Senegalese counterparts. This applies especially to the
education sector, where CIDA’s objective is to support Senegal’s policies and budget as opposed to stand-alone projects. As an
important step towards budget support, CIDA could focus more on capacity building in financial management to create an
enabling environment for stronger local ownership.

CIDA may find it useful to review the division of roles and responsibilities between its headquarters, the Embassy and the
Programme Support Unit (PSU). On one hand, CIDA appears to be well equipped to manage its country programme, with three
people at the Embassy and a PSU staffed by a Canadian director, six Senegalese specialists in various fields and fifteen
support staff; in addition, six staff members work on a full-time basis in the geographic branch in headquarters. On the other
hand, the existence of three different levels leads to overlapping communication and reporting lines as well as numerous
missions from headquarters; this increases administrative workload and financial costs and prevents field staff from devoting
more time on substantive work and policy dialogue.

There is momentum already in the shift to sector approaches, and the policy dialogue more explicitly reflects this. This shift also
incorporates aspects of harmonisation, co-ordination and simplification, and CIDA is increasingly looking for opportunities to
play a mobilising and catalysing role.
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Further efforts in sector concentration would be important for CIDA to progress in implementing
programme-based approaches and to play a more relevant role in donor co-ordination in selected
partner countries. CIDA’s areas of intervention are sometimes defined as broad and encompassing
themes (e.g. good governance, institutional development and strengthening of civil society in Ukraine)
rather than existing sectors in partner countries, which does not necessarily enable concentration of
resources and greater effectiveness. CIDA is aware that sector focus should be accompanied by an
effort to rationalise the number of projectsin order to maximise the leverage, impact and effectiveness,
simplify aid delivery and reduce transaction costs. CIDA is also encouraged to devote proper attention
to exit strategy for sectors and projects that will no longer be a priority, so as to ensure sustainability
of past activities.

Transparency and predictability towards partner countries regarding CDPFs could be improved in
anumber of ways. They could be more specific in including the financia resources to be deployed for
the implementation of the country programme, with a clear indicative total budget allocation not only
by sector, but also by the various resource channels. Although CDPFs are intended to be agency-wide
documents, the contribution of other branches appears as an add-on to that of the geographic branch in
a separate section within the document, rather than being integrated in the overall strategy. In
particular, there are opportunities for building stronger synergies between the activities of the
Canadian Partnership and the geographic branches, which function independently. For example, one
aspect that remains to be determined is whether the Canadian Partnership Branch funding should be
aligned to follow priority sectors. Furthermore, it would be important that other Canadian actors work
towards the same overall development goals and operate within the same general development
principles and approaches. Therefore, CIDA should consider how CDPFs could include activities and
interests of other federal departments and agencies, such as DFAIT and how links with IDRC work
could be devel oped.

Aid implementation modalities

A key feature of Canadian development co-operation is the distinction made between responsive
and directed programming. In either of the two approaches, Canadian civil society and private sector
organisations are extensively involved in aid delivery, raising a number of concerns about loca
ownership.

Responsive programming

Responsive programming enables Canadian civil society and private sector actors on a
cost-sharing basis to conceive, design and implement programmes and projects, in close association
with their partners in developing countries. Funding for responsive programming can be obtained from
the Canadian Partnership Branch or the geographic branches, athough funding from the latter source
is subject to tighter conditions on the use of the funds and is increasingly in the form of direct
institutional support in the context of the partner government's poverty reduction strategy. (Boliviaisa
case in point.) It should be noted that currently the significance of responsive programming as a share
of total Canadian assistance is not being tracked.

Responsive programming can play an important role in supporting civil society in developing
countries. On one hand, it could help the public consultation process in the development of PRSPs and
improve transparency and accountability of government plans, actions and achievement of results.
CIDA views the transfer of know-how through institutional co-operation as one of its most successful
approaches in capacity development, because the organisational twinning ensures that the transfer is
made sustai nable through the development of long-term relationships (see Box 10). On the other hand,
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such a mechanism tends to be supply-driven and could undermine nationally-led development efforts
since Canadian organisations generally work directly with their local civil society partners. In Ukraine,
the Canadian country programme is implemented mainly through the responsive approach, putting a
question mark over the financia sustainability of each partnership arrangement. In Bolivia, a
significant share of the core bilateral resources from the geographic branch appears to be available for
responsive programming within the next 5-10 years, despite CIDA’s commitment in its CDPF to
strengthened local ownership, and the linkage of the CDPF to Bolivian government priorities.

Box 10. Association of Canadian Community Colleges (ACCC)

The Association of Canadian Community Colleges (ACCC) is the national and international voice of Canada’s
colleges and institutes, representing over 150 member institutions in promoting and marketing in the areas of
human resource development, institutional development and institution-industry linkages. In 2001 ACCC signed
an agreement with CIDA for a second phase of the Canadian College Partnership Program (CCPP), with a value
of CAD 48 million over six years, with the objective of “increasing the capacity of developing country education
and training institutions to address their country’s sustainable development priorities.” Members of ACCC submit
applications for funding from the CCPP for projects involving cost sharing between the Canadian partner
institution, the recipient partner and the CCPP fund. Project selection is done by an eight-person committee which
was recently changed to include two representatives of developing countries. Applications must take into
consideration the focus CIDA gives to poverty reduction, must incorporate results-based management principles
into the design of the proposed activity and must involve an environmental impact analysis.

Following from CIDA’s overall change in strategic direction, the Canadian Partnership Branch is
preparing a discussion paper which includes the role of Canadian civil society in development
co-operation. In this context, CIDA is analysing the appropriate balance between responsive and
directed programming. CIDA is encouraged to review the role and importance of Canadian partnersin
the context of trends by many DAC members to strengthen developing countries ownership and
improve aid effectiveness.

Directed programming and Canadian executing agencies

Directed programming implies the direct involvement of CIDA in the design and management of
aid activities, which have generally been initiated by partner country governments. In this context,
CIDA is predominantly using Canadian organisations as executing agencies, which can be consulting
firms, NGOs, educational institutions or other types of organisations. The use of Canadian executing
agencies may have implications in terms of ownership, capacity-building and cost-effectiveness even
though Canadian organisations tend to have a good relationship with their counterparts and have
promoted a participatory process involving them. In certain circumstances, project implementation
based on external executing arrangements has limitations in terms of sustainability. Thisis particularly
the case when executing agencies are outside existing institutional structures and normal
administrative processes of partner countries as this may prevent national administrations or
non-government entities in those countries from taking over ownership of the project. The OAG also
raised in its 2000 report on CIDA the lack of systematic use of competitive processes for selecting
third parties to deliver development assistance projects over CAD 100 000.

Local ownership and programme-based approaches
In line with the international consensus emerging from the DAC Srategy for Shaping the 21%
Century, CIDA shares the view that the principle of country ownership is the cornerstone of

sustainable development. This explains CIDA's emphasis on capacity development, which is seen asa
necessary condition for effective country ownership (see Box 11). CIDA believes that the new
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programming approaches that have emerged in recent years hold the promise of improving
development effectiveness since they are rooted in the principle of country ownership. In countries
with areasonably sound policy and management environment, CIDA intends to use programme-based
approaches, such as Sector-Wide Approaches (SWAps) and basket funding type of arrangements.
These concepts are increasingly being introduced in CDPFs with CIDA trying to shift away from
stand-al one projects.

Box 11. Canada's contribution to capacity development

Canada sees itself as having a comparative advantage in capacity development with its well-established
democratic structures, effective dialogue between government, civil society and the private sector, and high
quality of life. It also has demonstrated expertise to share in many areas such as environmental management,
social development and human resource development. Canada’s development programme includes a large
number of capacity development initiatives, ranging from such activities as formal education, on-the-job training,
the reinforcement of research capacity, to institutional strengthening, including the establishment of sound and
equitable decision-making systems in governments. Reinforcing the policy environment is a feature in most
CIDA’s country programmes, with the promotion of good governance, human rights, and democratic
accountability receiving increased attention. Supporting capacity development to advance gender equality has
long been a key area of focus of Canadian programmes. Regional co-operation and integration is another area of
capacity building in which Canada has been involved quite extensively, notably in the Caribbean.

CIDA is planning to launch in early 2003 a study to comprehensively review its capacity development activities.
Such a study would be useful to document more systematically CIDA’s achievements in this area in order to
share lessons-learned with other donors. In this context, it would be of particular interest to see how Canada's
approach to capacity development is linked to sustainable poverty reduction results, namely the improvement in
living standards of beneficiaries, particularly the poor.

CIDA is ready to consider conditional budget support and now has Treasury Board's approval
currently under discussion for necessary revison. A number of other factors constrain CIDA’s
flexibility to do so (tied aid, geographic and sectoral dispersion and importance attached to responsive
programming). The OAG has endorsed the new directions following a close collaboration in building
an acceptable accountability framework for CIDA, which includes the following responsibilities:

e Completing a careful risk analysis before committing to the funding.

e Managing the risks in a continuous manner by monitoring the programme with the
appropriate expertise, including through active participation in regular co-ordination
meetings with the host country.

* Proposing or supporting remedial action in a timely fashion if circumstances
warranted.

» Pre-establishing an exit strategy and communicating it clearly to all partiesinvolved.
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CIDA has shown its determination to move ahead in a pragmatic way in the field. In Senegal, for
example, CIDA has adopted a constructive approach in the education sector and uses its portfolio of
projects to support a programme-level intervention, which is based on Senegal’ s 10 year National Plan
for Education. Similarly, CIDA is testing programme-based approaches in about 20 selected countries
in Africa, Latin America and Asia. Emphasis is being placed on local ownership, a comprehensive
programming framework and co-ordination with other donors under partner country leadership. CIDA
is favourable to the harmonisation of donor procedures in order to reduce transaction costs for partner
countries and is willing to move towards the use of joint assessment, reporting and evaluation. The
DAC field visit to Senegal, however, indicates the distance still to go for CIDA to shift away from
projects as an aid delivery mechanism.

Apart from programme-based approaches, enhanced local ownership would also imply increased
responsibility for financial management by the partner country. CIDA could therefore take incremental
steps to embed its project interventions within local institutional and financial frameworks, making use
of local procedures and processes. This could include delegating more financia responsibility to local
counterparts.®> Whenever possible, working directly through existing national structures instead of
using Canadian executing agencies could also be adopted as a policy principle.

Presencein thefield

After experiencing a costly decentralisation process in previous years, the responsibility for aid
management and decision-making in CIDA has been recentralised in headquarters since the early
1990s. In 2001, there was a total of 107 CIDA staff members posted in embassies in more than 50
different developing countries. These staff are technicaly seconded to DFAIT and formally
communicate with CIDA through DFAIT. Because of its limited field presence, CIDA has established
PSUs to provide assistance in programme planning and project delivery to CIDA and partner countries
including, in some of the most difficult situations, financial management, administrative and logistical
support to the Canadian organisations in the field. There are currently about 40 PSUs, with a combined
annua budget of CAD 20 million (USD 13 million) and staffed mainly with localy engaged
employees.

CIDA realises that increased field presence will be necessary to accompany its shift towards
programmed-based approaches, which require deeper knowledge of the partner country situation,
greater policy-dialogue and donor co-ordination. CIDA intends to increase field presence in countries
with which it envisages enhanced partnership and is exploring less expensive options than in the past,
such as the pilot approach in Honduras. Since CIDA field staff are seconded to DFAIT, there are
certain limits. Therefore, the agency is considering how to rely more on local expertise and enable its
PSUs to play a stronger role in providing analytical support to the formulation and monitoring of its
programmes. At the same time, the situation in Senegal suggests a need for a clearer division of roles
and responsibilities among CIDA's headquarters, the embassy and the PSU and a better grasp of the
skills-mix and number of staff at each level.

Although the different options for increased field presence are still under consideration, thereis a
clear trend towards reinforced PSUs and the use of locally employed people. At the same time, many
developing countries do not have large pools of quaified people. While they are under increasing
demand from donor agencies, they are valuable assets within partner countries own administrations.

3L CIDA has aready delegated financial responsibility in some cases where there is local institutional
capacity like BRAC in Bangladesh.
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Therefore, CIDA should take due consideration not to exacerbate the difficulties of partner countries
administrations to retain the people they need.

In terms of delegation of authority, field staff are associated in decision-making which remains
centralised in headquarters. Their role in monitoring and evaluation is limited since Canadian
executing agencies report directly to their headquarters, which in turn report to CIDA’ s headquarters.
A certain level of flexibility and decision-making has been introduced with the creation of
decentralised funds. Such funds can be used in a strategic way to bring additional and complementary
support to on-going activities or to identify new ones. Other funds have been created to reinforce the
focus on gender equality. The shortcoming of these funds is that some of them are financed through
counterpart funds linked to credit lines tied to the procurement of Canadian goods. (See Chapter 4.)
CIDA could look at ways to delegate more decision-making authority to its teams in the field. The
agency is experimenting with its programme in Honduras by decentralising to the field the
identification, selection and approval of activities under the new country programme.

Future consider ations

CDPFs could be more comprehensive, with better integration of CIDA’s different activities as
well as areflection of the interests of other federal departments and agencies. They could aso include
an indicative budget reflecting total Canadian bilateral ODA to partner countries in order to increase
transparency and predictability.

CIDA is encouraged to consider ways of increasing local ownership by reviewing the role of
Canadian civil society entities and Canadian executing agencies against its intention to shift towards
programme-based approaches. The contribution of various Canadian actors and their role in supporting
country-led poverty reduction strategies should be more systematically assessed.

CIDA should clarify the respective roles of staff in headquarters, embassies and PSUs and
envisage more delegated authority to the field in the context of the new business models it is
developing, especialy for programme-type approaches.

Canada is encouraged in its efforts to shift towards programme-type approaches and the

achievement of greater local ownership, focussing on fewer sectors in a selected number of recipient
countries.
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ANNEX |

CANADA'SANNOUNCEMENT FOR THE G8 AFRICA ACTION PLAN

In the area of fostering economic growth:

Opening Canada's markets to African imports by eliminating tariffs and quotas on most
imports from 48 Least Developed Countries (LDCs), of which 34 are in Africa, effective
1 January 2003.

CAD 100 million to encourage private sector investment by creating an African
investment fund that will leverage private sector resources for investment projects,
including infrastructure, such as roads, water supply and pipeline construction.

CAD 20 million for three initiatives to increase Africas trade capacity by working to
promote exports within and outside Africa and to strengthen the role of African countries
and institutions in multilateral trade negotiations.

A trade mission to sub-Saharan Africa during the coming year to foster partnerships
between African and Canadian companies.

CAD 35 million for three initiatives to help bridge the digital divide by supporting
African initiatives that expand the use and benefits of new information and
communications technol ogies.

In the area of strengthening institutions and governance:

CAD 28 million to support skills and expertise development in the public sector in
countries committed to improving governance, including financia accountability and
economic palicy.

CAD 9 million to strengthen the role of the parliamentary system in countries committed
to political reform, including parliamentary oversight and reinforcing the role of women
in government. This will be complemented by an active role for African and Canadian
parliamentarians.

CAD 6 million to help improve local governance by working with African partners to
develop new approaches to providing basic community needs, such as access to water,
sanitation and health.

CAD 3 million to continue to support NEPAD outreach activities that promote
awareness and public discoursein Africaon the NEPAD.

CAD 4 million to reinforce Pan-African conflict prevention and resolution by helping the
new African Union (formerly the Organisation for African Unity) to strengthen links
with sub-regional organisations that develop and implement peace and security
programs.

CAD 15 million to strengthen regional security through targeted effortsin West Africato
help build safer communities.
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In the area of investing in the people and future of Africa

A doubling of Canada's investment in basic education in Africato CAD 100 million per
year by 2005 (This initiative will be financed through new and existing resources that are
additional to the Canada Fund for Africa).

CAD 50 million towards the development of an HIV vaccine for Africaand other Africa-
based HIV/AIDS health research.

CAD 50 million to support polio eradication by collaborating with UNICEF and the
World Health Organisation and by challenging our public and private partners in the
Global Palio Eradication Initiative to eliminate the disease by 2005.

A doubling of Canada's support by investing an additional CAD 40 million for Africa-
specific research on agricultural productivity through the Consultative Group on
International Agricultural Research, which will concentrate on the needs of small-scale
farmers and women producers.

CAD 50 million to improve water management and access to water and sanitation
through the Global Water Partnership.

CAD 10 million to collaborate with the African Development Bank to support a Project
Preparation Facility to help develop financially viable water and energy infrastructure
projects.

Up to CAD 1.5 million over three years to support work with Olympic Aid, an athlete-
driven organisation to promote healthy child development in Africa through sport and
play program for kids and youth because every child has the right to play.

Canada is committed to increasing, untying and improving the effectiveness of its aid. This

includes;

Doubling Official Development Assistance by the end of the decade through yearly eight
per cent increases, of which at least half will be earmarked for Africa.

Canada meeting its international commitments at the Organisation for Economic
Co-operation and Development to untie aid to LDCs. Of particular relevance to Africais
our intention to open select development projects to competitive bidding in LDCs, giving
successful local suppliers the opportunity to develop expertise in delivering development
projects.

Working to ensure that Canadian development programs use more effective approaches
based on developing country-driven strategies and priorities and well co-ordinated
support from international partners.

Just over CAD 420 million of the Canada Fund for Africa will be allocated toward today's new
initiatives. Funding for al of the initiatives is provided for in the December 2001 budget and is
therefore built into the existing fiscal framework.
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ANNEX [1

THE 1998 DAC PEER REVIEW AND CANADA'SACHIEVEMENTS

K ey issues

Concerns expressed in 1998

Progress achieved

Volume of Aid

The reductionsin ODA raise concerns about
Canada’ s ability to meet expectations about
itsrole in the world.

Canada’'s ODA/GNI ratio continued
to decline. However, ODA is
expected to grow by 8% per annum
s0 as to double by 2010.
Commitment to increased ODA has
yet to be fulfilled.

Dispersion of resources

The question of awide geographical
dispersion and the need for greater
concentration on alimited number of
countries is along-standing issue.

Canadian aid continuesto be
geographically dispersed. CIDA
hopes to use ODA increase as an
opportunity to focus on 10-15
countries. However, priority
countries have yet to be selected.

Agenda

CIDA’s programme priorities represent a
formidable agenda and raises the concern of
defining measurable and redlistic objectives,
consistent with available financial and
human resources.

A major departure from past practice
is CIDA'sincreased sector focus and
selectivity in partner countries.
Strengthening Aid Effectiveness also
prescribes the need for enhanced
partnership with alimited number of
the poorest countries and reduced
number of sectors. Results are yet to
be demonstrated.

Poverty reduction focus

The trandation of poverty reduction thrust
into country programmes still has some way
to go. The distinction between poverty
reduction and basic human needs are not
aways clear. The objective of enhancing
trade with fast growing developing
countries with attendant benefits to
employment in Canada may be perceived as
ashift in priorities driven by commercial
concerns.

New country strategies (CDPF) are
generally based on country-led
poverty reduction strategies such as
PRSPs. However, CIDA could

mai nstream poverty reduction
throughout the agency with a clearer
message, stronger leadership and a
more rigorous monitoring system.
The central role of poverty reduction
for the entire Canadian aid system
needs to be rearticul ated.

Tied aid

There isaneed to re-examine the efficiency
of tied aid as a means of promoting
Canadian exports and employment,
aongside the costs and benefits of tied aid
to developing countries.

The Canadian government agreed to
untie its aid according to the DAC
Recommendation. Implementation
authority has been obtained by the
Treasury Board.
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Canadian Partnership

The challenge isto ensure that Canadian
initiatives, partnerships and accountability
systems reinforce rather than weaken
partnership with developing countries.
Thereisaso aneed for Canadian
institutions and solutions to adapt to local
needs.

The new emphasis on ownership
derived from Strengthening Aid
Effectiveness poses a major challenge
in CIDA’straditional approach of
Canadian civil society being a
driving force of programming. CIDA
is reviewing how the underlying
principles of the aid effectiveness
agenda can be applied to Canadian
Partnership programming.

Results-based management

CIDA isfacing the dilemma of reconciling
partner country leadership with the
accountability criteria of CIDA by the
Canadian government, Parliament and
public.

CIDA has made progress on the issue
of attribution with the OAG which is
supportive of CIDA’sfocuson
demonstrating results rather than
being preoccupied with their
attribution to specific contribution.
However, the major issue now isfor
RBM to be more strategic and
selective in identifying the
significant results to be measured in
order to check the validity of CIDA’s
contribution to the MDGs.

Human resources

Staff renewal is needed to face arapidly
ageing workforce as well asto develop a
human resource base in line with new
programme priorities.

CIDA has been ableto increase its

staffing levelsin the late 1990s and
to diversify its expertise. CIDA has
also focussed on the recruitment of

younger professionals.

Decentralisation of aid
management

CIDA’sdlim presence in the field may not
be fully compatible with the demands for
improved field-based partnerships and
donor co-ordination.

CIDA has decided to increase its
field presence in countries where it
intends to have enhanced
partnerships. These countries have
yet to be selected.
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ANNEX I11

OECD/DAC STANDARD SUITE OF TABLES
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Table llI-1. Total financial flows

USD million at current prices and exchange rates

Net disbursements

Canada 1984-85  1989-90 1996 1997 1998 1999 2000
Total official flows 1682 2031 2334 3170 3828 3829 3565
Official development assistance 1628 2395 1795 2045 1707 1706 1744
Bilateral 1018 1636 1356 1263 1222 1172 1160
Multilateral 610 759 439 781 484 534 583
Official aid n.a. 6 181 157 157 165 165
Bilateral 6 181 157 157 165 165
Multilateral - - - - - -
Other officia flows 54 530 358 98 1964 1959 1657,
Bilateral 16 530 358 968 1964 1959 1657,
Multilateral 33 - - - - - -
Grantsby NGOs 156 246 302 175 155 137 168
Private flows at market terms 412 17 4099 7275 5503 4 463 5820
Bilateral: of which 240 26 4009 7275 5503 4463 5820
Direct investment 279 83 4562 6707 5656 4052 4953
Export credits -27 58 -8 47 161 -50 -32
Multilateral 172 -10 - - - - -
Total flows 2250 3194 6735 10620 9486 8429 9553
for reference:
ODA (at constant 1999 $ million) 2027 2177 1681 1926 1732 1706 1683
ODA (asa % of GNI) 0.50 0.44 0.32 0.34 0.30 0.28 0.25
Total flows (as a % of GNI) (a) 0.68 057 1.18 1.76 1.60 1.14 0.95

a. To countrieseligible for ODA.
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Source: OECD.
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Table 1ll-2. ODA by main categories

Disbursements

Canada Constant 1999 USD million Per cent share of gross disbursements
Total DAC
1996 1997 1998 1999 2000| 1996 1997 1998 1999 2000 2000%
Gross Bilateral ODA 1315 1280 1274 1197 1143 76 63 72 69 67 70
Grants 1303 1276 1266 1195 1143| 75 63 72 69 67 55
Project and programme aid 349 260 173 221 193] 20 13 10 13 11 13
Technical co-operation 310 384 433 347 340 18 19 25 20 20 21
Developmental food aid 78 154 116 61 77 5 8 7 4 5 2
Emergency and distressrelief 163 150 153 164 194 9 7 9 9 11 6
Action relating to debt 120 55 95 57 12 7 3 5 3 1 4
Administrative costs 112 108 111 135 128 6 5 6 8 7 5
Other grants 172 164 186 210 199 10 8 11 12 12 4
Non-grant bilateral ODA 12 5 7 2 1 1 0 0 0 0 15
New development lending 12 5 7 2 1] 1 0 0 0 0 14
Debt rescheduling - - - - - - - - 0
Acquisition of equity and other - - - - - - - - - - 1
Gross Multilateral ODA 411 736 491 535 563 24 37 28 31 33 30
UN agencies 171 89 141 143 120] 10 4 8 8 7 9
EC - - - - - - - - - - 9
World Bank group 17 286 133 136 131 1 14 8 8 8 6
Regional development banks (&) 34 125 94 70 86 2 6 5 4 5 4
Other multilateral 190 236 124 185 226] 11 12 7 11 13 3
Total gross ODA 1726 2017 1765 1731 1706/ 100 100 100 100 100 100
Repayments and debt cancellation -45 -91 -33 -25 - 24 Contributionsto UN Agencies
For reference:
ODA to and channelled through NGOs 257 162 183 207 196 OTthOUN
Associated financing (b) ; ; ; ; ; 0%
WFP
a Excluding EBRD. UNFPA 34%
b. ODA grantsand loansin associated financing packages. 5%
UNHCR
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Table 1lI-3. Bilateral ODA allocable by region and income group

Gross disbursements

Canada Constant 1999 USD million Per cent share Total DAC
1996 1997 1998 1999 2000 1996 1997 1998 1999 2000 2000%
Africa 356 217 289 244 194 49 32 43 41 38 36
Sub-Saharan Africa 239 191 263 217 171 33 28 39 37 34 29
North Africa 117 26 25 27 22 16 4 4 5 4 7
Asia 211 270 241 174 176 29 40 36 29 34 39
South and Central Asia 113 150 123 84 87 16 22 18 14 17 13
Far East 97 119 119 89 89 13 18 18 15 17 25
America 115 167 118 120 88 16 25 18 20 17 12
North and Central America 66 100 73 81 57 9 15 11 14 11 6
South America 49 67 45 39 31 7 10 7 7 6 7
Middle East 14 15 5 5 2 2 1 1 1 4
Oceania 0 0 0 0 0 0 0 0 2
Europe 31 9 17 49 48 4 1 2 9 7
Total bilateral allocable 727 678 670 592 511 100 100 100 100 100 100
L east developed 203 245 211 191 177 28 36 31 32 35 26
Other low-income 235 232 293 216 167 32 34 44 36 33 33
L ower middle-income 258 177 144 165 146 35 26 21 28 29 35
Upper middle-income 30 23 21 19 21 4 3 3 3 4 6
High-income - 0 0 0 0 - 0 0 0 0 0
More advanced developing countries 1 - 1 0 - 0 0 0 - =
For reference:
Total bilateral 1315 1280 1273 1197 1143 100 100 100 100 100 100
of which: Unallocated 588 603 604 605 633 45 a7 47 51 55 26
Allocable gross bilateral ODA flows Allocable gross bilateral ODA flows
by region by income group
M Other
O Other ’ .
p W Europe _ OLower middle-income
1600 m] Amer‘i)ca e OOther low-income
OAsia L east developed
D Africa 1400 1 B St —
S 5
£ :
2 2
D D
g g
3] 3
89 9 91 92 93 94 95 96 97 98 99 2000
Source: OECD.
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Table IlI-4. Main recipients of bilateral

ODA
Gross disbursements, two-year averages
Canada 1989-90 1994-95 1999-2000
Current Constant Per cent Current Constant Per cent Current Constant Per cent
USD million 1999 USD mn. share USD million 1999 USD mn. share USD million 1999 USD mn. share

Cameroon 92 83 7 China 61 59 8 Bangladesh 34 33 6
Bangladesh 88 80 7 Bangladesh 53 51 7 China 30 30 5
Kenya 67 60 5 Egypt 47 45 6 Indonesia 26 26 5
Ghana 67 61 5 India 42 40 6 Haiti 23 22 4
China 53 47 4 Peru 27 26 4 India 19 19 3
Top 5recipients 368 331 28 Top 5 recipients 230 222 31 Top 5recipients 132 130 24
Zambia 52 46 4 Indonesia 24 24 3 Sts Ex-Y ugoslavia unsp. 18 18 3
Coted'lvoire 45 40 3 Philippines 22 21 3 Mali 16 15 3
Indonesia 45 1 3 Ghana 20 19 3 Honduras 15 15 3
Pakistan 43 39 3 Mali 18 18 2 Y ugoslavia (incl. Kosovo) 15 15 3
Zimbabwe 38 4 3 Tanzania 18 17 2 Ghana 14 14 3
Top 10 recipients 590 532 46 Top 10 recipients 332 321 45 Top 10 recipients 211 208 38
Senegal 36 33 3 Rwanda 17 17 2 Senegal 14 14 3
Tanzania 36 33 3 Haiti 17 16 2 Viet Nam 13 13 2
India 34 31 3 Senegal 16 15 2 Egypt 13 13 2
Jamaica 34 31 3 Pakistan 15 15 2 Ethiopia 13 13 2
Congo, Dem. Rep. 33 30 3 Thailand 15 14 2 Pakistan 13 12 2
Top 15 recipients 763 689 59 Top 15 recipients 412 398 55 Top 15 recipients 277 272 49
Mozambique 31 28 2 Zambia 14 14 2 Tanzania 12 12 2
Morocco 30 27 2 Céte d'lvoire 14 14 2 Cameroon 12 12 2
Egypt 27 24 2 Zimbabwe 13 14 2 South Africa 11 11 2
Philippines 26 24 2 Cameroon 13 13 2 Céted'lvoire 11 11 2
Thailand 26 23 2 Mozambique 12 12 2 Philippines 11 10 2
Top 20 recipients 902 815 70 Top 20 recipients 478 465 64 Top 20 recipients 334 329 60
Total (123 recipients) 1296 1172 100 Total (136 recipients) 743 718 100 Total (136 recipients) 560 551 100
Unallocated 668 607 Unallocated 718 695 Unallocated 631 619
Total bilateral gross 1963 1779 Total bilateral gross 1461 1413 Total bilateral gross 1191 1170

Source: OECD.
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Table IlI-5. Bilateral ODA by major purposes
At current prices and exchange rates

Commitments, two-year averages

Canada 1989-90 1994-95 1999-2000
USD million Per cent |USD million Per cent |USD million Per cent Total DAC
per cent
Social infrastructure & services 373 24 311 21 380 30 32
Education 225 15 136 9 118 9 10
of which: basic education - - 1 0 13 1 1
Health 42 3 60 4 24 2 4
of which: basic health - - 26 2 17 1 2
Population programmes 1 0 19 1 30 2 2
Water supply & sanitation 20 1 15 1 31 2 6
Government & civil society 36 2 43 3 151 12 5
Other social infrastructure & services 48 3 38 3 28 2 6
Economic infrastructure & services 187 12 207 14 62 5 18
Transport & storage 28 2 75 5 12 1 9
Communications 85 6 54 4 6 0 1
Energy 55 4 22 2 30 2 4
Banking & financial services 1 0 25 2 9 1 1
Business & other services 18 1 30 2 5 0 3
Production sectors 254 17 0 6 72 6 8
Agriculture, forestry & fishing 178 12 38 3 47 4 6
Industry, mining & construction 66 4 48 3 20 2 2
Trade & tourism 11 1 1 0 5 0 0
Other - - 4 0 - - 0
Multisector 30 2 103 7 111 9 8
Commodity and programme aid 216 14 154 11 83 7 7
Action relating to debt 2 0 66 5 35 3 8
Emer gency assistance 38 2 197 14 183 15 10
Administrative costs of donors 179 12 121 8 133 11 6
Coresupport to NGOs 246 16 201 14 190 15 2
Total bilateral allocable 1525 100 1449 100 1248 100 100
For reference:
Total bilateral 1781 68 1488 68 1292 66 73
of which: Unallocated 256 10 39 2 43 2 4
Total multilateral 839 32 687 32 661 34 27
Total ODA 2620 100 2175 100 1952 100 100

Allocable bilateral ODA commitments by major purposes, 1999-2000
%

SEhpEEERerts) Mg
Economic infrastructure & services % 18
Production sectors n 8
ETotal DAC
Commodity and programme aid =77
Action relating to debt % 8
E ; 15
mergency assistance 0
] 26
ot —

Source: OECD.
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Table IlI-6. Comparative aid performance

Net disbursements

Official development assistance Grant element Shareof ODAtoLDCs Official aid

of ODA multilateral aid Bilateral and through
94-95t099-00 [ (commitments) multilateral agencies
2000 Ave. annual 2000 2000 2000 2000
% changein % of ODA % of GNI
USD million % of GNI| real terms % (a) (b) (c) (b) (c) |% of ODA % of GNI || USD million % of GNI
Australia 987 0.27 -0.7 100.0 23.2 0.06 211 0.06 8 0.00
Austria 423 0.23 -4.1 96.1 393 188 0.09 0.04 232 0.05 187 0.10
Belgium 820 0.36 2.0 99.4 418 185 015 0.07 25.0 0.09 74 0.03
Canada 1744 0.25 -4.1 100.0 335 0.09 16.8 0.04 165 0.02
Denmark 1664 1.06 4.3 100.0 385 329 041 035 321 0.34 189 0.12
Finland 371 0.31 6.1 100.0 415 278 013 0.09 29.0 0.09 58 0.05
France 4105 0.32 -7.3 96.4 311 118 010 0.04 240 0.08 1657 0.13
Germany 5030 0.27 -1.9 97.9 466 219 013 0.06 233 0.06 647 0.03
Greece 226 0.20 . . 562 130 011 0.03 7.8 0.02 12 0.01
Ireland 235 0.30 13.2 100.0 341 142 010 0.04 477 0.14 - -
Italy 1376 0.13 -55 98.5 726 263 009 0.03 26.7 0.03 406 0.04
Japan 13508 0.28 39 87.6 217 0.08 15.2 0.04 -54 0.00
Luxembourg 127 0.71 18.1 100.0 262 145 019 010 322 0.23 2 0.01
Netherlands 3135 0.84 55 100.0 285 210 024 018 24.9 0.21 306 0.08
New Zealand 113 0.25 49 100.0 250 0.06 241 0.06 0 0.00
Norway 1264 0.80 21 99.9 26.1 021 33.2 0.27 27 0.02
Portugal 271 0.26 0.9 9.1 340 120 009 0.03 432 0.11 27 0.03
Spain 1195 0.22 15 92.2 39.7 102 009 0.02 11.5 0.02 12 0.00
Sweden 1799 0.80 13 99.5 310 264 025 021 29.1 0.23 122 0.05
Switzerland 890 0.34 21 100.0 29.5 0.10 29.7 0.10 58 0.02
United Kingdom 4501 0.32 15 100.0 398 181 013 0.06 30.9 0.10 439 0.03
United States 9955 0.10 0.2 99.7 25.6 0.03 195 0.02 2506 0.03
Total DAC 53 737 0.22 04 95.9 329 237 007 0.05 220 0.05 6848 0.03
Memo: Average country effort 0.39

Notes:

a.  Excluding debt reorganisation.
b. Including European Community.

c. Excluding European Community.

Data not available.

Source: OECD.
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Figure IlI-1. Net ODA from DAC countries in 2001 (prelim. data)
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PRESS RELEASE OF THE DAC PEER REVIEW OF CANADA

The Canadian government has made a series of major funding and policy decisions that
strengthen significantly its commitment to support sustainable development in developing countries.
This follows a decade during which Canada's need for a balanced budget resulted in drastic cutsin its
aid. The ratio of its official development assistance (ODA) to gross national income (GNI) halved to
0.22% in 2001 from 0.45% in the early 1990s. Canada ranks 19" out of the 22 Development
Assistance Committee (DAC) membersin terms of ODA per GNI and 11" in volume terms with ODA
of USD 1.5 hillionin 2001.

During the review of Canada's development co-operation policies and programmes on
15 November 2002, the DAC acknowledged Canada s special ability to help lead the international
community towards actions which push out the frontiers of international co-operation in areas such as
gender equality and capacity building. Against this background, the Committee welcomed Canada s
commitment to increase international assistance funding by 8% per year with the aim of doubling
ODA volume by the end of the decade and raising ODA/GNI ratio to around 0.35%, with the ultimate
aim of reaching the UN target of 0.7%. The DAC noted Canada's role in the G8 Action Plan for
Africaand the participation of the African heads of state representing the New Partnership for Africa’s
Development (NEPAD) at the G8 Summit held in Kananaskis. The ODA increase will give Canada an
opportunity to support African development, including the private sector. Half of the new aid flows
will be allocated to Africa and Canada estimates that Canadian dollars (CAD) 6 billion in existing and
new funds will be disbursed to the region in the next five years. The DAC aso welcomed Canada's
decision to liberalise trade to L east Developed Countries (LDCs).

The DAC noted that this new political impetus to Canada's development efforts is accompanied
by important challenges. The DAC Chairman, Mr. Jean-Claude Faure, summarised the Committee's
main findings and recommendations:

e Follow-through on announced ODA increase. In the past decade, announcements on
aid increases have not necessarily led to an increase in ODA largely due to fiscal
problems. With a healthy budget situation now restored, sustaining the political
commitment and the wide public support to increase ODA significantly during the rest of
this decade will be important.

» Engage and maintain public support. The public expects to see more evidence of poor
people’'s lives being improved. As the Canadian International Development Agency
(CIDA) is developing a public engagement strategy, the DAC discussed the need for
Canadato inform citizens of the challenges associated with development co-operation, at
the same time highlighting positive results. This could be done through the revival of an
annual report to the public by CIDA and launching of areport on Canada s overall ODA
effort.
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* Focuson alimited number of countries. Canadian aid is among the most dispersed of
DAC membersin terms of countries supported. This could be a disadvantage for Canada
in making an impact and in its ability to influence other donors. It could also be
contributing to the high administrative costs of Canadian aid. With the ODA increase,
CIDA intends to focus its aid in a limited number of sectors and countries, a majority of
these in Africa. Nevertheless, the implementation of this plan will require determined
political will on the part of the Canadian authorities.

* Enhance mainstreaming of poverty reduction. Poverty reduction in support of the
Millennium Development Goals (MDGs) is the overarching goal of Canadian aid. The
DAC encourages further integration of the central role of poverty reduction into
Canadian foreign policy.

*  Work further towards policy coherence for development. This involves strengthening
co-ordination across the Canadian government on relevant policy issues, such as
immigration, conflict resolution and peace building, agriculture and food security.

» Move forward with the trade liberalisation effort. Canadais significantly liberalising
trade with LDCs, giving them duty and quota free access to the Canadian market, with
the exception of a few agricultura commodities such as dairy, poultry, and eggs. It is
important for Canada to implement this decision in the most effective way and to
examine further actions to help devel oping countries benefit from the global economy.

* Further untie. Following the DAC’s Recommendation on Untying Aid to the LDCs, the
Cabinet approved in June 2002 a new policy for aid untying. In accordance with the
terms of the Recommendation to untie ODA to the LDCs on effort sharing, Canada
should undertake its best endeavours to identify and implement supplementary actions to
untie its bilateral assistance.

* Re-examine therole of Canadian civil society in the context of developing country-
led frameworks. Civil society organisations are important players in CIDA’s
programming and one of Canada's special assets as they work to build capacity in their
developing country partners. At the same time, the role of “responsive programming,”
which is driven by the initiatives of the Canadian partners, is an issue as the Agency
moves to recognize the leadership and ownership of partner countries. The role of
Canadian civil society organisations will need to adjust accordingly.

e Strengthen aid effectiveness. CIDA is carrying out a wideranging business
transformation process which includes moving away from multiple project-oriented
contracts to increased programme-type interventions. This would give more weight to
country focussed initiatives, particularly through collaborative efforts with other donors,
in line with effective strategies established by partner countries themselves.

The Canadian delegation was led by the Honourable Susan Whelan, Minister for Internationa
Co-operation. The examining countries were Italy and the Netherlands. Canada invited as observers
representatives from the United Nations Economic Commission for Africa which is supporting the
African Peer Review process in the context of NEPAD and the G8 Africa Action Plan.
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DESCRIPTION OF KEY TERMS

The following brief descriptions of the main development co-operation terms
used in this publication are provided for general background information.
Full definitions of these and other related terms can be found in the
" Glossary of Key Terms and Concepts' published in the DAC's annual
Devel opment Co-operation Report.

ASSOCIATED FINANCING: The combination of OFFICIAL DEVELOPMENT
ASSISTANCE, whether GRANTS or LOANS, with any other funding to form finance packages.

DAC (DEVELOPMENT ASSISTANCE COMMITTEE): The committee of the OECD which
deals with development co-operation matters. A description of its aims and a list of its Members are
given at the front of this volume.

DAC LIST OF AID RECIPIENTS: A two-part List of Aid Recipients was introduced by the
DAC with effect from 1 January 1994. Part | of the List is presented in the following categories (the
word "countries’ includes territories):

LLDCs. Least Developed Countries. Group established by the United Nations. To be
classified as an LLDC, countries must fall below thresholds established for income,
economic diversification and socia development. The DAC list is updated immediately
to reflect any change in the LLDC group.

Other LICs: Other Low-Income Countries. Includes all non-LLDC countries with per
capita GNI less than USD 760 in 1998 (World Bank Atlas basis).

LMICs: Lower Middle-Income Countries, i.e. with GNI per capita(World Bank Atlas
basis) between USD 761 and USD 3 030in 1998. LLDCswhich are dso LMICs are only
shown as LLDCs—not asLMICs.

UMICs: Upper Middle-Income Countries, i.e. with GNI per capita (World Bank Atlas
basis) between USD 3 031 and USD 9 360 in 1998.

HICs: High-Income Countries, i.e. with GNI per capita (World Bank Atlas basis) more
than USD 9 360 in 1998.

Part Il of the List comprises "Countries in Transition". These comprise: i) more advanced
Central and Eastern European Countries and New Independent States of the former Soviet Union; and
ii) more advanced developing countries.

DEBT REORGANISATION: Any action officially agreed between creditor and debtor that

aters the terms previoudly established for repayment. This may include forgiveness, rescheduling or
refinancing.

85 © OECD 2003



Canada

DISBURSEMENT: The release of funds to, or the purchase of goods or services for a recipient;
by extension, the amount thus spent. They may be recorded gross (the total amount disbursed over a
given accounting period) or net (less any repayments of LOAN principal during the same period).

EXPORT CREDITS: LOANS for the purpose of trade and which are not represented by a
negotiable financia instrument. Frequently these LOANS bear interest at a rate subsidised by the
government of the creditor country as a means of promoting exports.

GRANTS: Transfers madein cash, goods or services for which no repayment is required.

GRANT ELEMENT: Reflects the financial terms of a commitment: interest rate, maturity and
grace period (i.e. the interval to the first repayment of principal). The grant element is nil for aLOAN
carrying an interest rate of 10%; it is 100% for a GRANT; and it lies between these two limits for a
LOAN at less than 10% interest.

LOANS: Transfers for which repayment is required. Data on net loans include deductions for
repayments of principal (but not payment of interest) on earlier loans.

OFFICIAL AID: Flows which meet the conditions of eligibility for inclusion in OFFICIAL
DEVELOPMENT ASSISTANCE, except that the recipients are on Part |11 of the DAC LIST OF AID
RECIPIENTS.

OFFICIAL DEVELOPMENT ASSISTANCE (ODA): GRANTS or LOANS to countries and
territories on Part | of the DAC LIST OF AID RECIPIENTS (developing countries) provided by the
official sector with the promotion of economic development and welfare as the main objective and
which are at concessional financial terms (if aLOAN, having a GRANT ELEMENT of at least 25%).

OTHER OFFICIAL FLOWS (OOF): Transactions by the official sector with countries on the
DAC LIST OF AID RECIPIENTS which do not meet the conditions for eligibility as OFFICIAL
DEVELOPMENT ASSISTANCE or OFFICIAL AID.

PARTIALLY UNTIED AID: OFFICIAL DEVELOPMENT ASSISTANCE (or OFFICIAL
AID) for which the associated goods and services must be procured in the donor country or among a
restricted group of other countries, which must however include substantially all recipient countries.

PRIVATE FLOWS:. Consigt of the following flows at market terms financed out of private
sector resources:

Direct investment: Investment made to acquire or add to a lasting interest in an
enterprise in a country on the DAC LIST OF AID RECIPIENTS. In practice it is
recorded as the change in the net worth of a subsidiary in a recipient country to the
parent company, as shown in the books of the latter.

Bilateral portfolio investment: Includes bank lending, and the purchase of shares,
bonds and real estate.

Multilateral portfolio investment: This covers the transactions of the private non-bank
and bank sector in the securitiesissued by multilateral institutions.

Private export credits. See EXPORT CREDITS.
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TECHNICAL CO-OPERATION: Includes both i) GRANTS to nationals of recipient countries
receiving education or training at home or abroad, and ii) payments to consultants, advisers and
similar personnel as well as teachers and administrators serving in recipient countries.

TIED AID: Officid GRANTS or LOANS where procurement of the goods or services involved
is limited to the donor country or to a group of countries which does not include substantially all
recipient countries.

UNTIED AID: OFFICIAL DEVELOPMENT ASSISTANCE (or OFFICIAL AID) for which the
associated goods and services may be fully and freely procured in substantially all countries.

VOLUME: Unless otherwise stated, data are expressed in current United States dollars. Datain
national currencies are converted into dollars using annual average exchange rates. To give atruer idea
of the volume of flows over time, some data are presented in constant prices and exchange rates,
with a reference year specified. This means that adjustment has been made to cover both inflation
between the year in question and the reference year, and changes in the exchange rate between the
currency concerned and the United States dollar over the same period.
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THE DEVELOPMENT ASSISTANCE COMMITTEE

¢

Development Co-operation Review Series

HOW TO CONTACT US

The Development Assistance Committee welcomes your
comments and suggestions.

Please contact us

by email at dac.contact@oecd.orqg, by telefax at 33 1 44 30 61 40
or by mail to:

Organisation for Economic Co-operation and Development
Development Co-operation Directorate
Communications and Management Support Unit
2, rue André-Pascal
75775 Paris Cedex 16
France

WORLD WIDE WEB SITE
http://www.oecd.org/dac
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