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CHAPTER ONE - INTRODUCTION

‘The purpose of this thesis is to study the relati'o\nship between foreign
aid and development. The centrai question is whether dlfférent forms of aid may
not have a differézntial impact on development, particularly when considered
tﬁgether with their relationship to private sector investment in underdevelopéd
countries. This question ?:leserve's considera_fion in Iightl of the ongoing debate on
whether aid should be linked to 'mvestmen_"t,- and what is the most efficient use
of the Canadian?aid dollar in achieving ‘:development as defined later in thié
chapter,
| External Relations Minister Monique Vezina, "quips Robert Letendre, her
chief of staff, 'wants to make CID;A-.:'.the first profit-making government foreign

aid agency in history'...There is one rueful suggestion making the rounds that

her compulsion to get the Canadian business community more involved in the

' H

agency she inherited will require a change in its letterhead: CIDA - the
Canadian Intematioqal Developmeht Agéncy, would become CEDA - the

(1) Bé&rnard Wood, director of the

Canadian Exports Development Agency."
North-South Institute, agrees that "'there are some real ‘things private investors
can bring to developing countries'. But the institute has taken a strong stand
agair}st using aid money to subsidize exports in the name of development, and
went so far. when the issue surfaced to title a study on 5idl -and expoxt

promotion Qil and water."?)

Y
The current debate on how best to spend aid money is especially

important because as the federal government tries to reduce spending, a likely
place for reductions is the aid program. One recent example of government
spending cuts on aid is the decision in the 1986 budget to delay the goal of
spending 0.7% of Canada's Gross National Product (GNP) on aid by five years,

until 1995. If the federal deficit is of prime concern, it is ?ogical to try to get

i ——
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the most for our aid dollar by encouraging: Canadian industries, through the use
of aid subsidies; to invest and thereby stimulate the economy of an
underdeveloped region. At the same'time, if economic: growth is emphasized, it,
can be argued that aid-indir'e'c':tly provides jobs for Canadians in industries when
aid recipients .are obliged to purchase their productsxin ‘Canada as a condition
of receiving funds ("tied aid"). However, in spite of these apparent advantages,
from another perspective, aid combined with investment does not appear 10
prm‘ride the most long-term benefits either to Canada or thg underdeveloped
countries receiving aid.

Goodwill between two nations, public awareness of the causes of
underdevelopment, and increased fee’lings of . self-worth on the part of |
individuals in underdeveloped countries are some of the possible benefits of aid
programs which are as important as economic growth but are not easily
measured, so may be ignored as development indicators. These kinds of benefits
are thought more likely to be achieved when non-governmental organizations
(NGQOs) are thevaid givers, because NGOs emphasize :social, rather than strictly
economic, development. In addition, NGds may be more cost efféctive users of
aid dollars than compary;es because of their use of volunteers: and grésroots
organizations, rather than salaried workers. Alt\hough, like intangible benefits,
the relative efficacy of private enterprises and NGOs in using aid dollars is
difficult to measure, this evaluation must be attempted because it is only by
being able to state measurable benefits of particular aid programs that they
become visible to senior policymakers and likely to receive' continued funding
from the Canadian government,

The North-South Institute in Ottawa has published several critiques of

: (3)

the Canadian aid program based on the program's own goals for development

and according to Gallup polls\cited in Ties That Bind.u') public support for



Canadian official bilateral aid is declining. The bnly groups which seem to
.favour_ continued Canadian bilateral foreign aid are Canadian business
" ‘organizations. At the same timé, popular sui:port for non-governmental
organizations involved in aid dppears to be incr;asihg. judging from the
widespread popularity of such fund-raising efforts as the "Live:Aid" concert in
Britain and the United States and the "Tears are not Enough" album i.n anada,
the proceeds, from which went to food aid in Africa. It is impoﬁfant to/discover
whether the perceptions that official bilatéral aid supports Canadian business at
the expense of development, while non-governmental aid somehow is "better"
are valid. \
This question will be explofed by studying the relationship between two
forms of Canadian fofei‘:gn aid, examining their re{igtionship to Canadian
business, and analysing the way they affect development.. The Canadian foreign
aid program disburses funds ‘ through three main channels: bilaterally, through
multilateral organizations and througﬁ non—govemn‘tgntal organizations. The two
‘types of aid selected for study here will be government-to-government bilateral
aid and aid disbursed through non-governmental organizations.” Aid disbursed
through multilateral organizatio;ls. such as the United Nations .and the Caribbean
Development Bank, is not discussed because these organizatic;ns. occupy a
"middle ground” between the ;ther two forms of aid. No single government in a
multilateral organization has as much influence in deciding how funds will be
used as does the donor countrv in a bilateral agreement. The multilateral
organizations are larger than any non-governmental organization and do not rely
‘on volunteers to provide most of thei.r human resources. |
The central proposition which will be elaborated below in hypothesis

form is that bilateral aid, because of its links with Canadian business,

reinforces underdevelopment, but non-governmental aid, which does not have

\-.\\_-’/\
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business links, leads to development, 1 will look at Canadian businesses which

trade with or invest in an underdeveloped country,“as well as Canadian

businesses which pr_ovide goods or services for the Canadian aid program. In

+

order to permit detailed case analyses, the sf.udy will focus on one region, the

Caribbean, -specifically the - Commonwealth Caribbean. The time period under

consideration will be from 1958, when the Commonwealth Caribbean aid program

began, to 1983, when Canadian importance in the Caribbean region diminished

because of the American Caribbean Basin Initiative. K

Development is broadly conceptualized in terms of basic needs; both

material {e.g. adeguate levels of nutrition, clean water, housing, education) é.ﬁd
subjective (e.g. a sense of self worth). For the purposes of this empirical
investigation, .there is an assumption that the level of self-determination in
econpmic matters, or national economic cont’rol, i;s a prereqliisite for
development (development will not occur without national economic control,
.although it is possible to have national economic control without development),
although this relationship will not be d:irectly examined here. Rather 1 shall
directly investigate the levelé of national economic control defined as the level
of local ownership and the level of local control - over management of
entefprises or assocjations which undertake economic activity (businesses,
unions, marketing boards etc.). Empirical indicators will be specified in Chapter
Four. Research on the Caribbean political economy led to the decisior: that
there is no single.country which is approij‘i:iate for study in isolation. Rather,
the common history, language and poliﬁcal structures of the Commonwealth
Carj , as well as; the ‘tendericy of aid donor countries to treat the region as
a unit; and its own regionalization efforts, indica;:,e that, in spite of their
diversity, the countries in the Caribbean region are most successfully analyzed

as if they were a single entity.

Ln
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Foreign aid is defined as both official government-to-government
‘bilateral ‘assistance and aid from voluntary, non—-govemmeﬁtal crganizations
wﬁich are independent of government policy as far as decisions on where to
distribute aid and where to soun;:Ee inputs are concerned, Thg non-governmental
organizations argé not necessarily completely independent of government
financing, but for the purpose of this thesis they must retain control over where
projects are established and how they are organized t;: qualify as independent.
An underdeveloped country is defined as a country which has -a history of
dependant economic t:glations with developed countries, and which is currently
in a dependaint relatioﬁs_hip (in terms of aid, trade balance and reliance for news
and cultural iﬁformation). Dependent relationship refers to a situation where
countries are ''prisoners c;f the taste patterns and consumptions standards set at
the centre, and depend ‘.on' outsiders for technical advice, capital, and whgn'
necessary, for military support of their position"(S). For the purposes of this
study, only those underdev'eloi:gd countries which have low to middle income, as
determined by the OECD (Geographic Distribution of Financial Flows to

(6)

Developing Countries), where there 1is substantial Canadian business
involvement, and Canada is a major contributor of both bilateral andl NGO
foreigh aid will be considered. |
Canadian business involvement is defined to include both investment and
trade. We look for those firms which undertake cfirect investment, such as the.
establishment of a branch plant, and those firms whi;:h import from and export
to developing countries, in which decision-making control is held by the
Canadian component of the business. Control may be determined by the level of
ownership (it is assumed that the majority owner usually retains‘clecision—making

C .
control), However, in the case of a licensing or franchising arrangement or

where management is contracted out to a foreign firm (which may or may not



have a financial stake in the enterprise), it is presumed that the foreign firm
has operational deeision—making' control, even though it is not the majority
owner. In fact, the case where Canada has the strongest trade relationship, the
Eo_mmonwealth éaribbean. has little direct Canadian investment, although it has
many firms exporting to and importing from the region, as well as franchising

i

'arrangements and management contracts (particularly in the tourism industq})-w)
’ Based on my research, [ will sﬁow that nationaVregional economic
control in underdeveloped countries is reduced when official foreign aid and
private investment are co-ordinated. I will also evaluate the impact of differenf
types of aid on the level of national/regicnal control over the economy, and

A
specify which types of aid tend to be co-ordinated with, and act as a subsidy

.
to, Canadian trade and investment. To do so, it is necessary to isolate the \types

of aid and types of investment and trade (ie. identify specific aid projects and ~

’

investment or trade programs and categorize them as to wheéther they are in the
areas of manufacturing, high technology, tourism, or agriculture) in order to
demonstrate that the simultaneous appearance of aid and trade/investment is

the result of co—ordination rather than accident.

The relationship between foreign aid and deropment has already been ’

the subject of much research, not only by independent scholars but also by
governments and international organizations.(g) The prevailing view lﬁts'simila}r to
that of modernization theorists: if enough inputs of ce;pital, technology and
| knowledge are added to en economy, the economy will reac’t}‘a “take-off point"
where its development process is sel&ﬂsug.hing. Walt Ros._t;w, who proposed the
theory in 1960.(9) compared the underdeveloped countries to an airplane
_aécelerating for take—off. The assumption was that as savings “ for
growth-producing investments were accumulated, the rate _ef _ growth would

accelerate until the underdeveloped country would no longer require foreign
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assistance.

- Al:tﬁough ‘aid has been criticized in recent ylears by both independent
schc;lars and those working for governments and international organizations, the
question of whethér aid should be given at all is uSl-.zaIly not raised. Critical

(10) argue that more aid should be given despite their

authors such as Spero
assessment that aid is being poorly used, unequally distributed and given for the
wrong reasons. They argile that if aid programs were reformed and the Amount
of aild increased, then aid would be beneficial. They contend that aid is given/\f
for political rather than humanitarian reasons: if ‘aid. were given purely on the- .
basis oél need, its distribution Qattem would be quite different from what it
- actually is. Further, these political reasons on the part of donor governments
-(sstrategic interests, or scarce commodities unavailable elsewhere) mean that aid
will continue to be given, in spite of its flaws. However, Spero and others state
. that certain reforms such as the kind of aid and the program through which it is.
disbursed, would enable aid to serve humani!:arian as well as political aims. .

The belief that aid can be beneficial, if reformed, is in.direct opposition
to the beliefs expressed by authors writing about aid programs within the

(11}

dependency theory framew;?ic. They typically arguz that aid cannot possil:;ly
‘encourage development because it encourages trade dependence and jgte"igln
investment and benefits only the elites of the recipient country, therefore
incre;':.xsing underdevelopment. Indeed, in the more general studies of developmeﬁt
based on dependency theory, aid is not usually discussed because it is presumed
to have the same negative effect as foreign direct investment. Because of its
typical function of providing infrastructure such as roads and airports, foreign

(12) This investment is

aid can act as a subsidy to foreign direct investment.
usually in industry and forms of agriculture where the products are destined for

wealthy consumers. Aid removes the cost to the investor of providing these

»
-
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facilities. Even when aid programs provide a.ssis'tance; in the form of. such_lt;asic
needs as adequate housing, aid removes from the 'mvestl:ars the responsibility of
paying adequafe wages for their workers. By providing funds to increase the
amount of local capital available }or investment, aid ﬁermits foreign investors
to repatriate more capital without fepercussjons. In this view, if 'foreign aid
were terminated, it is possible that there would .be local mobilization to
encourage foreign investors to pay higher wages and reinvest more capital in
the host country. Currently, foreign aid is helping perpetuate the pattern of
foreign control of t}‘;e economies of unde-rdevﬂoped countr’ies:

A variation on dependency theory is the Caribbean "plantation

dependency" the'ory, advanced by Levitt and Best.(ls) The plantation

dependency model is similar to the food dependency described by Vergopoulos

and others,(ll’) except That plantation dependency is a result of the slavery
which existed for several hundred years in the region, rather than as a result of
multinational penetration in agro-industry. When the Caribbean islands were
first colenized, the economy was built on large plantations exporting a single
product, such as sugar. Slaves were imported to work the plantations. After
slavery was eliminated, the plantation structure remained. Most cultivated-la.tié
is owned by a few large owners, while almost all farms have an area of less
than five hectares. In addition, farming is not a respected occupation, becauée
of its links with plantation slavery. The result is that young people are refusing
to work as indigenous farmers, preferring to work for the foreign-controlled
tourist trade.

The plantation dep.endency theory also explains current trade distorticns
in the region. Because the Caribbean economies were based on exports of a
single product, many food demands could not be met on the islands. Food was

imported for the plantation owners, so that they never adopted the local foods.



Locally produced goods came to be regarded as “slave food". Some food, such as
Canadian salt fish, was imported, even for the slaves: because it was less
expensive than producing ;locally at the expense of the sugar crop. Now, even
;though_th.e“cost of .importing food is much  higher .than it was before
éman§pation. food continues to be imported, and. tﬁe cost of these ‘imported
foodstuffs is incre.asing. Although consumption of local p_r.‘oducts is encouraged
by both aid organizations and local governments, food dependence continues to
exist _bécause con_s,umefs' tas-tes have changed. The trade patterns which are
exhibited in plantation agriculture are als_ol #h evidence in the resource and
tourist lsactors of the Caribbean economy. /:either of these industries has
contributed to a rec;uctio'n of dependence on foodstuffs. Both of these sectors
have a large degree of _foreign co.ntrol anc_l have few links with the rest of the
economy. The Barbadian tourist industry..'for example, imports most of its food
for the tourists. Fev; local agricultural products are sold to foreigners.

Neither tlhe modémization nor the dependency theoretical“framework will
be; applied directly in this thesis. One of the major problems with both
.modernization theory and dependency theory is /t\h;;:lt neither addresses the goals
of the underdeveloped countries. These countries may not have strictly
economic development as their main objective, especially once a certain basic
level of economic welfare is achieved. For.example, some development goals
unacknowledged by modernization theory, such as preserving a local language at
the expené,e' of greater economic wealth, may be quite different from ‘those‘ of-
the aid—;giving nations, but they may be equally valid. Instead, as 1 stipulated
above, this r96earch project gssumes that only national/regional economic
control permits the pursuit of a range of goals. The qualitative and quantitative
analyses of specific countries and projects will indicate which elements of each

~

theory are are most applicable to the Caribbean case.

~
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An analysis of ‘Canadian foreign -aid and investment is particularly

interesting because Canadian foréign aid policy is unique for several reasons,‘

#nd Canadian aid is disbursed dit:ferently than aid ffom most other developed
countries, First, Canada is one of\' the few developed countr’ies-which is not a
former colonial power to donate a relatively large amount of money.‘ in both
national/regional and global ‘terms. fSeéond, it has links with both francbphone
and anglophc;ne underdeveloped countries. This is a result of the fact that its
economic relations wit.l.'x underdeveloped countries are spread more or less
eveﬁly, rather than being concentratgd on fo‘rmer colonies. Third, Canada has
esfablished tl:le lntemationai Development Research Centre (IDRC), which
ﬁrovides a l{igh level of technical assistance to developing countries (},6% of all
Canadian aid in 1981). It is one of only two programs ‘worldwide to proyide this

type of assistance. The only similar program is Sweden's SAREC program. The

IDRC is a Crown Corporation, although its Board of Directors has international

representation.

A‘ paradox of the Canadian aid program is that C-anada gives most of its
aid bilaterally, a form of aid which has been criticized by both dependency
theorists apd scholars. Much of this bilateral aid, 80%, is ''tied" meaning that it
is given only on the condition that Canadién goods and services are purchased

(15)

_with the aid money. While this is undoubtedly beneficial for Canadian

business; because of the guaranteed business, it may not be the most effective
use of funds, if development in the sense of nati'onaL{r‘eg;onal eco.no_mic control
l/is the criterion for evaluation - local supplgers may thereby be displaced. At the
same time, however, Canada algo supports forms of aid which permit m.ore input
from the recipient countries, such as NGO aid which is’ distributed based on

'reques".ts of recipients and is managed by the recipients with minimal supervision

from the donors, considered to be "better quality aid" by critics who wish to

10
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(16)

reform aid programs rather than stop them. Thus, in contradistinction to the
assumptions of the dependency critique of foreign aid, the Canadian aid program
also supports many non-governmental organizations which work on small-scale,

basic needs projects such as wells, co-operative farming and education. These

programs, unlike those of the bilateral assistance program, usually do not

include Canadian business as suppliers or as partners (running training programs

etc.) but encourage local participation in planning and maintenance.. It may i)e
expected that such basic needs programs encourage local control over the
economy. | ’ -
This dual nature of Canadian foreign aid policy is also unique if we
compare Canada to the other major donors. According to Robert Gorman,(”)_
Canadian non-governmental organizations are more independent than American
non~governmental organizations of their respective government's aid agency. At
the same 'time, Canadian bilateral aid programs have one of the hjghést tied aid
requirements among the De\;elopment Assistance Committee members. The wide

differences between these two forms of aid raise questions about 1) which

programs best promote development, 2) whether a combination of the two forms

N 1
°

'of aid is equally or more efficient than one form alone, and 3) if

non-governmental organizations alone are the most efficient, .which

organizations should be chosen. The thesis project is designed to answer these

_questions. The central question posed is whether official aid relying on

continued. involvement with private' businesses or aid from independent groups
which have  the stated goal of promoting local participation is the most
effective way to promote national/regional economic control.

The following hypotheses.ére proposed: : -

(1) Canadian bilateral foreign aid has a negative effecf on the level of

development of an underdeveloped country,:, seen here as the level of

.
\\_/" .



national/regional economic control. The subhypotheses are that (L.1) Canadian

bilateral foreign a1d policy acnvely encourages Canadian busmess mvolvement
in the aid program through tied a1d requ1rements and. by encouraging Canachan
investment as part of aid packages. and (1.2) Cahadian busmess\ehtes influence
Canadian foreign. aid pohcy formulation to favour their interests.' (1.3) Thef

resultant trade and foreign mvestment ties reduce national/regional economlc

control in the aid recipient country. ~

L @

organizations (NGOs) has a positive effect on the level of development of an

- Canadian, foreign aid disbursed through non-governmental

underdeveloped country, seen here as the level of national/regional economic ,

control. The subhypothesis here” is that (2.1) Canadian foreign aid policy
actively encourages NGOs involyement by way of 'matching grants but does not
facilitate their involvement in policy formation, and (2.2) NGO projects
enhance self-sufficiency by ‘emphasiz'ing local, rather than imported i.nputs and
by promoting exports of processed rather than primary products from the aid

-

recipient countries.
ecip coun &

The model | will be <ising is shown below. The arrows indicate the
direction of the causal rﬁlgtionship (ie. independent variable to dependent

variable); (+) indicatgs a proporiional, or positive, relationship and (-) indicates

an inverse, or negative relationship.

CANADIAN BILATERAL AID e

= (-}
‘. > NATIONAL /REQIONAL ECONOMIC CONTROL

A BUSINESS IN THE DEVELOPING COUNTRIES
INVOLVEMENT (COMMONWEALTH CARIBBEAN)
(+}
CANADIAN NGO i

AlD
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In order to investigate tpeée postulated linkages between aid and
‘development, 1 will be examining case studies taken from the Commonwealth
Caribbean region. This choice was made after surveying patterns of Eanadian

aid distribution from 1960 to 1983, in order to locate those regions where

Canada consiste(ntly was a significant donor (usually the largest or second -

largest aid donor). Although Cénéda gives most of its aid to other regions, the
,lCaribbean is the only region where Canada has remained a significant donor.
Canada- has consistently been among the largest or second largest donors, and

has usually contributed at least 30% of all aid received by certain countries.

The Caribbean is also the region which receives the most Canadian aid per

capita, Finally, the Caribbean region is an important area tld‘:”study as a test
case‘ for foreign aid because almost half of the Caribbean nationg are
considered to be middle income countries by the OﬁfCD. Unlike the p.é;nj'est
regions of thé Third World, the Caribbean appeared to be on the verge of bei'rl{g
able to move frolﬂ underdeveloped to developed status .in these natipnal/regional
income terms wt;eri the aid program began in 1958. |
If, as is claimed in the "modernization theory" which I shall argue
inspires the Canadjan foreign aid program, all that is needed for "development"
is. the injection of sufficient‘ capital and technology then the'large amount of
aid received by this region shouid have resulted ‘i'n fairly clear: signs of
development. Lf developmeni, in‘the sense of nationé]/regional economic control,
has not occurred in this relatively favoured region which has réceived a
relatii/ely\high amount of aid, then it is a clear indication that the Ca_nadian aid
prc:grarh is ﬁot working as predicted by Canadian foriegn aid policy-makers, and
must be redesigned or abaﬁdoned. .
" The research will combine qualitative and quantitative research methods.

First, a statistical survey will be undertaken to situate Canada within global

-
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patterns of aid distribution. The volume, types, country destinations, and
Canada's share of all Development Assistance Committee aid ‘distribution from

1960 to 1983 will be considered. Second, 1 will focus on Canadian‘aid programs

to document changes in official aid policy. This will involve a content analysis

of original sources such as CIDA and other official éovemment documentation,

é.s well as documen:‘.ation provided by private business groups such .as the

Canadian Exportérs‘ 5,ssociati'o’n, in order to demonstrate ‘the iﬁcr'eased
Ao v

involvement of business in the aid programs. 1 will also examine the institutional

interaction between business and government dép‘artme,nts involved with official

—r 'l - ,
development assistance. A case study of several of the non-governmental
L]

‘organizations active in the Commonwealth Caribbean, based mostly on

interviews with representatives of the organizations, will permit identification

-~

of the core objectives and projects undertaken by the NGOs. After the actors
and their roles in the Canadian aid program have' Been identified, and the trends
in aid-giving and most significant recipients for the purposes of this study have
been identified, case studies will be made of -representative aid programs in
several different countries.

In order to establish the link betweelx bilateral aid and Canadian foreign
business involvement, a statistical analysis using the indicators noted above will
be used. In addition, a qualitative  analyisis will be attempted, based on
information from the business press and CIDA evaluations of}mjects. The
indireg)t link between bilateral aid and devefopment in the model on page 12 will
be established on the basis of the sctatistical evaluation. The link between
Canadian foreign business involvement and development will be established
partly through statistical evaluafion and partly through qualitative analy.r;is
(inférmation from the business press and evaluations of s;pecific projects). The

link between non-governmental organization aid and development will be made
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mostly .through qualitative analjsis such as interviews with the agencies
involved, but some statistical analysis of the amounts and types of aid
correlated to the level of national/regicnal ectmomic controt achieved will also
be made. 1 will be using documentation frot11 the OECD, the UN and CIDA to
study the selected region, as -weli as historical ciescri.ptions, mainly by
Carib'bean dependehcy’ theorists anc} interviews with CIDA development workers-
and members of non-governmental organizations who are active in the
Commonwealth Caribbean.

~

rA combination a;f qualitatwe and quantitative analyses fs requu'ed since
it is d1ff1cu1t to eva.luate the effect of Carnadian aid by one method alone,
because it is so widely disbursed that no single country receives enough to be
certain that the effects observed are really from aid.. More research has been
done on the effects of American aid progra:ms, but the™ocus of their aid
programs is different from that of Canadian programs, so they cannot be easily

(16)

compared. Another ‘p::Bblem wi‘te:h ev:':lluating “.Canadian aid is that donor
agencies' evaluations on individual projects and country programs are kept
confidential.

The t?emaining chapters o} this thesis have been set up in the following
way: Chapter 2 consists of a statistical survey to situate Canada within global
patterns of aid d1str1but10n. There will also be a htstoncal description of
Canada foreign aid policy, showing the institutional links between official
government aid agencies and business, and between official government aid
agencies and NGO's since Canada's aid program was first established, Chapter 3
describes ttme history "and current economic and political situation of the
Commonwealth Caribbean. There is also a survey of Ca.nadian aid programs and
Canadian busmesses involved in the Commonwealth Caribbean. Chapter 4 begins

~

with an explananon of the indicators used to represent each concept in the
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model. Using these indicators, a quantitative analysis has been made, in order to

stdtistically show probable causal relationships. Chapter\S contains a quhlitative' ’

analysis of several b11ateral and NGO aid projects which are all designed to
develop some aspect of the local agnculture industry. Finally, Chapter 6 wﬂl
present a resumé of results, examine how these results fit the model and
whether the model should be revised, as well as what ques:cions .shoulcl be

examined further and what new questions arise out of this study.
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CHAPTI-ER TWO - CANADIAN FOREIGN AID

History of Canadian Foreign Aid Distribution and Policy Making

Canada has consistently been one of the world's largest aid donors since

it began giving aid in the 1950's. An indication of Canada's position compared

to other aid donors and its country destinations is found below.

Canada's Position as am Aid Donor Within the OECD (by Y ear)

(1)

’ Year Largest Donor 2nd Doner Jed Donor  4th Donor  S5th Donor Canada's
LS.} position
1960 United States France u.X, W, Germany Japan @ Gth
2,545.00 783.60 311.52 241.61 P14.61 48,07
o mt tates rance A « ermany |a t
3,203,000 570.00 416,51 329,13 210.03 45.02
1962  United States  France UK. W. Germany Japan Sth
J1.3£9.00 §58.79 380,19 J&7.41 160.92 41.92
1963 _United States France W, Germany U.K. apan ith
3,5£0.00 833.80 - 398.93 69.80 161.30 90,42
904 N/A N/A N/A /A N/A . N/A
e - N/A N/A N/A A N/A N/A
906 United States France UK, W. Germany lapan bth
3,548.00 716.20 469.73 449.58 234,78 180,46
1987  United States  France w. Germany U.X, apan Ith
143.00 787.20 480.4 444.80 45.91 166,8
198, N/A N/A N/A N/A A N/A
[365 United States rrance W. Germany U.K. apan oth
2,754.0 860.0 L51.6 351.9 339.7 160.2
1970 United States  france  W. Germany U.R apan  Bih
2,646.0 860.1 466.1 399.5 371.5 267.7
97T  United States  France W, Germany U.K. lapan &th
2,370.0 . 946.6 529.6 487.8 532.0 294.6
1972  United States  France W, Germany U.K, apan Oth
2,708.0 1,128.9  601.4 480.9 477.8 338.3
1973 United States  France W. Germany Japan U.K. oth
2:,324,9 1.267,0 7914 765.2 442.1 359.4
1974  United States  France W. Germany Japan u.K oth
2,544.0 1,389.4 1,015.0 880,4 509.1 496.4
1975 United States France W. Germany Japan Canada  5th
2,927.0 1,788.8 1,160.9 850.4 ¢ 6]12.0 612.0 ,
1976 United States France W. Germany Japan U.K. 6th ‘
2,833.0 1,845.6 1,044.1 753.0 580.8 28,7 .
1977 United States France W. Germany Japan  Netherlands 8th
2,897.0 1,917.0 1,028.2 899.3 6436 £75.4
1578 United States  France W. Germany Japan T.K. Tth
3,474.0 2,350.7 1,560.7 1,531.0 854.0 6482
[375 Umited States France W. Germany Japan u.K LI
4,076.0 2,786.0  2,160.8 1,921.2 1,162.6  563,4
19580 United States France W, Germany japan U.K. Eth
4,366.0 3,460.3 2.323.5 2,010.4 ' 1,327.8 6573
1981 United States  rcance  W. Germany Japan U.K. gth
4,317.0 3,545.0, 2.244.1 2,260.4 1,326, 746.1
1982  United States France Tapan W. Germany Netherlands Jth
L8610 L3120 23673 2,265.2 1,0641 626.7
1983 Umited States France Japan W. Germany UK. 6th
5,493.0 31451 2,425.2 2,101.0 858.6 828,9




Largest Recipients of Canadian Foreign Aid (by Aﬁomt and Year)(Z)

5th

Year ist end \ Icd 4th
country and amount given {nillions current § U.5.}).
1960 India pakistan Britlish West Sri Lanka chile
26,6 11,71 Indies 3,2 1.85 . 1,6
1961 India Paxlitan British West|[ Sri Lanka Malaysia
21.31 13,44 Indies 2,75 2,18 1.08
1362 Mex1co tndia Pakistan Chile Brazil
11.28 9.80 3.48 5.55 2.21
963 India Fak15%an Mexico* Argentina Chile
25,13 10,22 13,77 12.84 5.41
64 Indla Mexico* Pakilstan Chile Brazil
40.71 23.86 22.66 4,32 4.25
1965 Tndia Pakistan Pnilippines Gz1 Lanka*’V Mexico °
27.1% 13.57 9.81 4.04 3.87
1966 India Pakistan Sri Lanka Malaysia Ghana
101,98 31.68 5.15 4.08 3.92
1967 tadia Pakiszan Sfi Lanka Ghana Nigeria
93,42 29,259 1,60 3,83 2,682
1968 N/A N/A N/A N/A N/M
1969 India Pakistan Tunisia British HWest Ghana
69.8 22.4 7.2 4.3 4.1
1970 India Pakistan British West Sri Lanka Algeria
105.8 44,9 Indies 9.5 8,4 6.9
kDY India Paklstan Nlgeria Ghana Niger
104.8 4.7 .4 7,7 7,5
T2 India Bangladesh Botswana® Pakistan Tunisia
70.4 26.4 15.2 14.5 13.6
73 Bangiadesn India Paklsctan Tunisia Botswana®
54 9 54 8 18.8 11.5 11.4
1974 India Bangladesh Tanzania Pakistan Indonesia
112.6 48.6 31.6 31.4 25.8
1975 ‘ India Pakistan Bangladesh Indonesia Tanzanisa
! 199,3 64,6 64,4 34,1 . 32.0
1976 India Bangliadesh Paxistan Indonesia Tunisia
67.0 4B8.1 36.3 22. 4 15.6
1977 Paxistan Bangladesh India Sri Lanka Malawi
67.5 42.1 36.8 16,2 14,8
1978 Bangladesh Pakistan India Tanzania Sri Lanka
. 17,6 73,2 46,3 29,0 25.4
1979 pangiadesh Pakistcan Tanzania India S5rl Lanka
-~ 59,2 55.7 28,6 17.4 17.3
1980 Bangladesh India EQYPL Pakistan Sri LanRa
57,1 39,1 31,1 29.8 29,5
1981 Bangladesh India Kenya SriLanka Pakistan
58.0 39,7 16,0 "33.1 29,8
1962 Bangladesh Paxistan Kenya India EQypt j
88,2 49,5 39,7 39,2 33.8 |
1983 Bangladesh Pakistan India Sri Lanka Tanzania |
87.5 57.1 48,7 36,5 31,9 |

Canadian foreign aid to the Third World began when the Colombo Plan
was developed in 1950. Canada, along with the United Kindgom, New Zealand,
Australia and the underdeveloped nations of Ceylon, india and Pakistan met in’
Colombo, Ceylon. Together, they launched the Colombo Plan for Co-operative
Economic Development in Southeast Asia, which had the stated puppose of
promoting the economic development of countries which had no immediate

chance at industrial prosperity. In Canada, this group was known by two names:

# ~arada is the largest doner.
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the Colombo Plan Group (which also referred to all of the countries involved, .
including Canada) and the International Egonomic and Technical -Co-operation’

Division (IETCD, which referred specifically to the Canadian departmeh}«u@ch

~—

was responsible for administering aid to 4he recipient countries of the Colombo

Plan Group). Its model was the Marshall Plan for the reconstruction of Euro

" after World War 1I, although funding- never rea{}}ed the levels Achieved._d ng
the Marshall Plan, and the clrc:umstances were quite di%ferent.l Europe .still had

much of its industrly int.;.ct, as wellllas the knowledge to rebuild what had been

destroyed, but the underdeveloped countries of -Asia had little technology or

infrastructure, and an unskilled workforce. Accol'ding to Carty and Smi{h,(:” the

Colombo Plan was not intended to promote industrialization for_)jhur_nanitarian

reasons, but to ensure that the recipient Tountries continued ‘Eo support the

-
:

Western democracies rather than the Communist bloc neltions.

Over the next two decades, Canada broadened th|e scope of its
development efforts lmtil it lvas providing assistancei- to new—ly—independep"c?
countries all over the Third World, In 1958, Canadtan foreign aid was extended
to include Commonwealth Afﬁcé and the Commonwealth Céribb'ean, as Great
Britain's colonies g_ained political independence. All aid %iven to these countries
was in the form of grants'. about two thirds given bilaterally. Assistance was
only extended to Francophone Africa in 1961‘,,to "promote its bilingual image

i
abroad and counteract Quebec's aspirations fg_i' a direct official role in 'la

francophoenie afr:icaine"'.([') This was -one of the first indications of how

. r
important domestic political motives would become in a program that was
supposedly global. Canada also began to fund limited aid to Latin America
through the Inter-American Development Bank in 1964 and established a

bilateral assistance program to Latin America in. 1970. If, in the early years,

Canada had provided aid in a responsive manner, during the late 1960's it

LY

-

-



f

changed its method of allocating funds. It no longer waited for countries to ask
for assistance; it began to send task forces overseas 1o determine wiﬁch areas
were of the "greatest strategic economic importance".(S)

Responsibility for- aid was ;:riginally divided among three mini‘striés,
which. jgintly controlled the IETCD: External Affairs sponsored vot_es-' oﬁ ai'd
within the House of Commons as well as chairing the Interdepartmental Group
on Capital Assistance. It was in charge of policy making for the‘Canelldian part
of the Colombo Plan Groiib and the Interdepartmental GEoUp on.~ Capital
Assistance. The Department of Trade and Commerce :exercised _day—to—day
administrative control, and the. Department of Finance was responsible for the
budget. Since 1958, res_‘;)onsibility. for aid has been shunted between the
departments of trade and external affairs, indicating the ofttimes shif.ting
official views on aid as strategic/geopolitical and aid as commercial. In 1958
the IETCD became the centrﬁl aid office, replacing the other committees and
was renamed. the Economic and Technical Assistance Branch (ETAB). It reported
to the Department of Trade and Commerce. Shortly thereafter, however, in 1960
the Extemal.Aid Office {(EAO) was formed to replace ETAB. The EAQ reported
directly to the External Affairs Minister and acted as its administrative arm.
Commerciai interests continued to have some influence over aid through the
Canadian International Development Board, an interdepartmental committee
which reviews and coordinates aid policy.

In 1968 the External Aid Office was expanded and its name changed to
Canacian International Development Agency (CIDA). It continued to report to
External Affairs. In 1970, several new departments within CIDA were formed.
One was a planning and economic branch, which made evaluations of individual

projects and programs. An operations branch coordinated capital assistance

programs, the training of foreign students in Canada and the posting of



Canadian field workers overseas. The first permanent overseas field aid workers
were posted at this. time. C‘urrently,. the.Canadian International Development
Agencé (CIDA) is responsible for managing about 75% of Canada's official
development a53istance (ODA) budget. The rest is -administered by 'othé;
departments, mostly External Affairs and Finance, é.s well as the Petro-Canada.
International Assistance Corporation (PCIAC), and provincial governments which
give financial assistance to NGOs. Prdvincial assistance is given in the form of
of grants for specific projeéts. which are administered by the NGPs. along with
money they raise thémselves. -

I.t was in the late 1950's that the problems of underdeveloped countries
were firs1£ considered to be chronic, and worsening, This led to the United
Nations. declaring the First International Developmént Co'-opergt.ion Decade in
1961. Canada's part in '_,t.he'new development initiative was a.n'J increase in the
amounts of both bilateral and multilateral aid, and the instifution of bilateral
loans on éasy credit terms.

The amdunt -of aid given as a proporffon of GNP in Cana'da has not
increased siQnifié:antly since the First Intemationﬁl Development Co-operation
Decade was Iaunchéd by the United Nations (UN} in 1961. Since thén, the arﬁount
of _Canadian aid as a proportiqn of GNP has only moved from .19% in. 1960 tqj )
49% in 1984-85. This is especiélly significant because in 1961 the UN set the
goal of "an annual net transfer of financial or other support from the rich

u(6)

countries eciuivalént to 1% of the Gross National Products by the end of the
1960's, This goal was repeated, with a lower target of 0.7% of GNP in 1971, at
the beginning of the second developmew;ade._ Even this lowef target was
never achieved by the C‘anadian aid prégra;g. Cdnadian' aid as a percentage of

GNP reached its peak in 1975, at .54%. Since that time, it has declined so that

the 1985 goal of aid as a percentage of GNP was 0.5%, a level of aid which had

1
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" already been exceeded in 1975. The current Canadian deadline for reaching the

0.7% target is,1995,(7) and the 'goal of 1% of GNP by 1970 set duﬂng the first

development decade has been delayed to the next century. anada's position as

one of the largest aid donors has. dechned so that as of 1983. it ranked only

f1fth among Development Assistance Committee (DAC) countnes both in terms

24

of per cap1ta and total amounts gwen. and e1ghth when calculating a1d as a -

percentage of .GN ?.(8) | ‘ -

Canadién official aid, as we have already noted, has been split three
ways:' bilateral, multilateral, and through non;govemmental ogganizationd®

(NGOs). Most aid-(59% in 1984) is bila}eral,'or a direct transfer from Canada to
. , N : .
a developing tountry. Most of the remainder is distributed through multilateral
\ :

.
organizations. Finally, a veWrtion of official government assistance
\

+ ‘.

nrl -
(9% in 1984) is directed through non-governmental organizations (NGOs).
Until 1970 multilateral aid was split evenly between the World Bank-and
the Umted Natlons, w1th regional development *banks receiving only 4% of the

aid money. Smce 1972, aid to regional orgamz%uons has reached 26%, whlle the

-remainder continues'to be split evenly between the World Bank and the UN. Aid

to regional inultilaterel organiza.tion'g has increased while assist'anc:e to global
multilateral orgamzauons such as the World Bank has decreased apparently
because’ Canadlan suppliers are more 11ke1y to,receive procurement contracts
from the regional agencies simply because there are fewer countries capable of
competing for tlge«ﬁocmenlent contracts in regional organizations.(g)

_ In order to understand the reasons for the high-share of bilateral aid, it
must be -recalled that most Canadian aid still has a very high Ganpgdian content

. 8

require:aent, in spite of “formal intentions' to untie the aid, such as expressed

in the St-ategy for International Co-operation published by CIDA in 1975. Since

‘the 1960's, Bb% of all aid money given or loaned by Canada must be used to
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‘purchase Canadian goods or services. If, therefore, aid projects are designed so
that Ca¥adian goods and services are required, the 80% require.ment can be
. more easily met. Th;are is no \&y to require ‘Canadian purchases in exchange for
aid when the larger multilateral organiiations are used, and these organizations
tend to use European consultants when designing programs. These consultants {
Y use European standards, which means that .only European suppliers can\
adequately meet the requirements.of the progf'/am. Similarly, when North
¢ American consultants design a program, they use American sténdards. Canadians
) are more likel); to be called upon to design projects for regional organizations

v
and, in the case of bilateral aid, the government's preference is to give where

more opportunitie.s for Canadian contracts are likely.(lm
In addition to official govémment aid, private investment money also
4-. _ flows from C;.nada to developing countries. | Betwea\lyl and 1975.lpriv'ate
capital flows (not including aid from voluntary organizations) increased from
25% to 44% of all flows to develo;iing countries. Most of %his increase has been
in portfolic investment, a form of in\(estment in which the investor has no
/i:mttlr(:ontrol ‘over the firm(s) receiving the investment funds. Other official
flqw .;r_:ainl export credits, a low interest loan provided by the Export
De\'.relo;men Corporation to encourage Rdcipient countries to purchase Canadian
. exports) dropped from 21% to 9% in the same time period. 1970 was the first
- year that CIDA began enéouraging private business to become involved in third
world development through investmenf in underdeveloped countries, when it
established its Business and Industry D:Mn This Division provides start-up
funds and fea;sibility studies for companies interested in investing in developing
countries. The move to encourage business involvement was strengihened when

the Business and Industry Division was expanded and renamed the Industrial
(11)

Co-operation Program.



Who Makes Aid Policy

CIDA is today clearly the most important institution in the Canadian aid
gi\.;ing program. The' Agency administers most Bila.teral aid and provides funds

for multinational organizations and NGOs. Officially. it is under the authority of

A ]

- External Affairs, ‘eve;n though its budget is much larger that that of External

Affairs. Any project costing more than %3 million (in 1978) for program
countries (where there is an overall program of development, incorporating
several different projects) and $1 million for project countries {where there is
no overall plan, but projects are designed, evaluated and paid for individually)
must be approved by both the Treasury Board and the Secretary of State for
External Affairs.

Three interdepartmental committees oversee aid policy. The first is the
Canadian International De\:elbpment Board (CIDB), formed in 1968, It is the
formal governing body of CIDA. Its members are: The President of CIDA (Chair),
Undersecretary of State for External Affairs, Deputy Minister of Finance,
Deputy Minister of Industry, Trade and Cpmmerce, Governor of the Bank of
Canada, Secretary of the Treasury Board, and the President of the International
Development Research Centre (IDRC). Its mandate is to discuss policy changes,
but it rarely meets and is usually bypassed in the procedures“fm: project and
program approval. Since the CIDB meets onfy three or four times yearly, the
lower-level Interdepartmental Committee on Development Assistance was
formed. It meets |;10re often but less formally. It also discusses and formulates
new policy.

The Interdepartmeﬁtal Committeee on Economic l;lelations with
Developing Countries (IDERC) was established in 1974 to coordinate Canadian
aid policy with domestic and foreign policy. It-has representatives from twelve

departments and.is chaired by a representative from External Affairs. Its
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" purpose is the continuing review of aid- policies. and how tﬁey relate ‘to
develop.ment.'economic policies;, and the policies of other departments, It é.lso
prepa;:_es'policy positions for international meetings. It does not change domestic-
and foreign policy to make it more consistent'with deyelopment goals, but only
justifies the existing ‘policy. It has little impact on policy formulation ‘anc':l
execution.(lz) Like the CIDB, the IDERC meets only three or four times year.;ly,

_so there is a lower level committee which meets more often.

The third and oldest committee is the .Interdepartmental Committee on
Development Assistance (ICDA). Its "forerunners date to the Interdepartmental
Group on Technical Assistance (IGTA) and Interdepartmental Group on Capital

Assistance ({ICGA), established in 1950".(13)

There is more than one ICDA
because the government currently labels any level of interdepartmental meeting
concerning aid as ICDA. 'In ﬁddition, there is llle;ICDA, whose core consists of
senior officials from Exter;lal Affairs, CIDA, Industry, Trade and Commerce,
Finance and the Treasury Board, although representatives from other
departn;ents ranging from Agriculture to Energy, Mines and Resources can and

(14) ve cipA

do attend ICDA meetings when their interests are at stake."
representative is usually the chair at both the ''main ICﬁA" and other ICDA
meetings. . - ~ |

One of the main purposes of the ICDA during its heyday in the 1970's
was to arrange with other departments to get programs which could be called
"development" and add them into the CIDA buc.:lget. éIDA consulted with other
departments’ before sybmitting a country program for formal ICDA apfroval, '

(15)

even though significant chémges were rarely made at the 1CDA level. Once g

~
country program was approved by the 1CDA, it was translated into a Cabinet
Allocations Memorandum (CAM). The Cabinet Allocations Memorandum is one of

the stages in the budget approval process. After overall amounts were approved,
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the CAM was passed to cabinet to get the breakdown of funds approved. After
this translation, it was returned to the ICDA for a second approval, then sent
to parliament for final approval as’ part of a full budget request. Since ICDA
has only 'met twice in the past seyeral years, it appears that this
interdepartmental committee's approval is no longer essential, and CIDA goes

directly from consultir}g with other departments to preparing a CAM.(IG)
Although CIDA has its own staff of planners and administraténrs, it has
little relative autonomy in the government's decision-making process, Thus,

(17) would indicate that it should

although its mandate of promoting development
be free of outlside influences, such as business interests, CIDA's structure makes
it open to these outside influences. By surveying the institutional actors
implicated in aid making policy we can situate the key policy influencers and
show if and how business interests‘ have contributed to a trend toward
commercialization in CIDA. When the United \ Nations Commission on
International Development, chaired by Lester Pearson, issued a report in 1969
which was critical of past aid.(,lS) it urged developed nations to improve the
quantity and quality of their assistance. Canada responded by producing a policy
review in '1969, which encouraged private business to participate in the aid
process;(lg) CIDA has an Industrial Co-operation Division (ICD), formed in 1978,
and External Affairs has itS)own Program for Export Market Developme:;t
(PEMD). The PEMD provﬁe( information on investment opportunities to both
developed and underdeveloped countries, ar;d serves a marketing function.
CIDA's ICD program is designed to encourage investment in, and exports to,
developing countries by giving grants and subsidies for feasibility studies and
sta&"—-up costs, It also fills a trade promotion function which was previously part

of the Finance Department, In 1985 the ICD had a budget of $38.5 million out

of a total ‘of $2100.58 million.

- Y
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The Cana&ian Commercial Corporati?n (CCC), a Crown corporation
established in 1946, originally to facilitate the filling of U.S. military defence
contracts by Canadian firms, now acts as a purchasing agent for CIDA and
foreign governments. It finds suppliers when CIDA or the underde'velop.ed-
country needs a good or service; It also keeps a list of suppliers who want to
trade with the Third World, and informs them of opportunities. It makes foreign
supply contracts less risky because it has two separate contracts for each
procurement job. The first is between itself and the foreign government. It then
has a subcontract with the Canadian firm, in which it guarantees payment to
the supplier within thirty days. In this way, the i.-‘oreign nation can be fairly
sure that the supplier is reliable, because the firm has been recommended by
the Canadian Government. There are no public tenders for CCC contracts.
Companies which wish to be considered for procurement contracts apply to be
included in the CCC's l.ist of potential suppliers, and when there is a need, 'the
CCC chooses the supplier from this list. The CCC also reports thfough External
Affairs to Parliament, so wherever External Affairs is involved in CIDA's policy
making, the CCC has some indirect influence. Canadian business interests are
very strongly represented in the CCC. Seven of nine members on the Board of
Directors are from private industry, along wi'th't.he A;sistant Deputy Minister of
the International Trade Development ﬁranch of Extemalﬁ:ﬁ’fairs, and the
President of the CCC.

Another important Crown corporation which affects aid disbursements is
the Export .Development. Corporation (EDC), which was established in 1969 to
replace the' Export Credits Insurance Corporation establisheq in 1941.. Since the
late 1970's, CIDA has agreed to, in thé words of the Ottawa Citizen "attach\aid
to business deals financed through the Export Development Corpqratibﬂ w):ng |

to create trade-aid combination packages cheap enough to beat out competing
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deals offered by firms of other countries".(zm This combination is known as

credit’ mixte. 1t is a blend of aid grants or very low interest rate loans with
loans which are slightly below the market interest rate from the EDC, in order
to encourage exports and give them a competitive edge aga.insf other exporters.
The EDC finances deals between exporters and the Third World by acting as the
government's bank. [t provides financing, guarantees and insurance to companies

dealing with the Third World.(21)

The funding is provided in the form of expeort
credits. These credits are loans made to developing countries, with an interest
rate below the market rate. The loan money must then be used by the receiving
country to purchase goods from Canada. CIDA provides further assistance on
these deals through the ICD., When business people apply to the EDC for
financing on export deals, they are sent to CIDA. If a CIDA panel is convinced
that a project meets its development goals, then the compahy may receive an
-aid grant, reducing costs by at least 25%.(22)
There are also’trade organizations which are sponsored by CIDA. One of

these is a program which is jointly administered by the Cana{fej/n Association on
Latin America (CALA) and the Carib-bean Association of Industry and Commerce.
(CAIC). It conducts trade missions to the Caﬁbbean region, such as an
investment forum sponsored by UNIDO in 1985. Canadian companies i.nvolvéd '
gained business in 'joint ventures, transfers of technology, licensing,

H-IZS)

subcontracting, export/import and consulting services They were interested
in agro-industry, computer technology, construction, consuiting, energy,
forestry, transport and venture capital. .

The most influential business group in aid policy-making is -the Canadian
Maﬁufacturers Association. It répresents 9,000 members, mostly with fewer than

100 employees each. It supports government procurement of goods from Canadian

—\firms, reduced trade barriers within Canada, and supports some tariffs to
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protect Canadian manufacturing products.(zz’) A list of the members on its

development aid committee, and their business affiliations, is found in Appendix
A at the end of this chapter. |

Another influential group is the Canadian Export Associatior. It
represents 400 companies. It has lobbied for emphasis “"on the role of
expofter—-led CIDA bilateral programs in develoéing trade with Third World.
countries emphasizing parallel financing with EDC".(zs) an Aid/Trade Fund
which would "permit expof‘ters of all commodities, products or services with a
developmental component to (i} reduce interest rates and/or extend the term
and (ii) provide feasibility stﬁcﬁes and/or detailed engineering and project

(26)

management at no cost to de\}eloping country clients", and credit mixte, It
also lobbied for the establishment of the Trade and Export Facility, which was
finally cancelled due to budget restrictions-in 1986. The CEA has its own
development aid committee, whose membership is listed in Appendix 2.

The links between business and government are strongeét in the
Department of Regional Industrial Expansion (DRIE), formerly known as the
Industry Trade and Com.merce Department ({IT&C). An IT&C official publ'icly
suiated in 1973 that businesses wishing to deal with the Third world should bring
their proposals to IT&C so that a proposal which "CIDA will probably have a

f2m It is

nightmare over" can be fepackaged and sold to CIDA as an aid project.
this kind of export package, disguised as aid, which leads critics of CIDA's
commercial orientation, such as Clarke and Swift, to decry the fact that CIDA's
"only unequivocal supporter is the Canadian business community which lobbies in
favour of continuing aid for all the wrong reasons and is the least interested in

a critical evaluation of the impact of aid on the Third World".(zs)

Yet, beyond
narrow business interests, part of the reason for the increasing

commercialization of CIDA is a widening elite consensus within the Canadian
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aid community (employec!s of non-profit development institutions, self-employed
consultants and CIDA bureaucrets) that parts of the Third World are "ready for
commercial stimulation as part of their development package".(zg) f

Although the Canadian government has produced several policy papers
stating i{s intention of increasing the ;mounts of aid, "untying" aid(SO) and
proclaming its central purpose to be development for humanitarian reasons, in
fact there does not eppear{ to be any coherent operational definition of CIDA's
goals. Officially, "the objective of the Canadian International Development
Agency (CIDA) is to facﬂitate the efforts of the peoples of developing eountries
to a.chiev-e sustainable economic and social development in accordance with
their needs and" environment, by co-operating with them in development
activities, and to provide humanitarian assistance, thereby contributing to
Canada"s political and economic interest abread in promoting social justice,
internationa.l etability and loﬁg—term economic reletionships, for the Lenefit of
the global community".C!) During the 1970's, the focus of CIDA's official
development policy shifted from® infrastructure ‘and capital assistance to the
“"satisfaction of basic needs,- the discovery and application of appropriate
tgchnology, and a pre—-eminent place for rural detrelopment".(sz) However, the
actual content of programs indicates that the agenda of departments like DEA
and DRIE or the claims of special interest- groups are more important than
- meeting CIDA's own declared objectivegy  °*

Tied aid and financial support for businesses expanding into
underdeveloped countries are two examples of how "Canadian ixﬁ:erests" are
often equal to, or dominate, the interests of the underdeveloped countries for
whom the aid is destined. A central problem posed by the retention of tied aid

and increas:ng commercialization of CIDA is the shift in emphasis from what a

developing ccuntry needs to what Canada can provide. Journalist Dan Turner
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claims that special interest groups pressure CIDA to provide aid programs which
benefit them, usually financially, but sometimes furthering their philosophical

aims, to the point where some very questionable aid programs are established.

He gives the exam‘élé “of pressure being exerted by groups concerned with illegal

drug use lobbying successfully to have aid funds spent to try and stop peasants

in Thailand from growing hallucinatory crops, 'one of the first developm}en;'

4
programs designed to decrease a community's income".(ss)

Pressure, through direct lobbying as well as indirectly through the news
media gand publication of position papers, ‘can be applied because of CIDA's
permeablility. Its structure, controlled by other departments and with littie
independent power, makes it vulnerable to outside pressures from special
interest groups, as well as the purely strategic political considerations of
External Affairs. Canadian "interest groups have access in some cases 1o
'Crown Corporations, independent and semi-independent boards and
commissioﬁs'. They can build up important relationships with such i)odies, for

~
'‘not only -are they subject to pressure, but they themselves also make

33

recommesdations to government - which in many cases reflect the submissions

which they receive"'.(az') Interest groups communicate with decision makers

'
through informal group meetings, 'appoint}nents. social affairs, telephone calls,
letters, formal committee hearings, presentation of briefs, and chance meetings.

They may also mobilize public opinion, make Jp@jersonal contact with Cabinet

Ministers, lobby jointly with other groups, submit formal briefs and contact

members of the bureaucracy. One example of the influence ::?_\rely‘strategic .

political considerations is the $200,000 annual discretion fund which is

provided to each External Affairs mission abroad. This money, although provided

by CIDA, cannot be administered by the local CIDA field officer, but must be

dispensed by the Embassy, Consulate or Mission.(35)

2
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From this analysis, it appears that the original proposition of a link
between business and CIDA has been confirmed. It is clear from a Stl:ldy of the
history of Canadian foreign aid policy that {subhypothesis 1.1) Canada's
bilateral aid policy actively encourages Canadian busilness involvement in the
ald program through ‘tied aid requirements and, more recently, by encouraging
Canadian investment as part of aid packages.

At the same time that CIDA has increased its involvement with busin‘ess"
in supplying aid, however, it has also formalized its use:%f NGdg in distributing
aid. CIDA's NGO division was formed in 1968. In its first year of operation it
supported 37 NGOs and 50 projects. In 1980, CIDA aided 2,304 projects th;'ough
its NGO division, and -205 NGOs were suppor:ted by CIDA. Although the total
amount of NGO aid in 1984 was only 9% of the total CIDA budget, it has
intreased significantly fr::om 1968/69, when it was 2.2% of (.‘)DA. In 1979/80,
$62.Sl million was spent’, <;n th; NGO division, compared to 1968/69, when $4.12
million was spent.(ss) CIDA supports NGOs by matching up to 50% of the rﬂéney
they raise with grants. In 1976-78, Canada rated sixth in the world in its
matching ratio. It gave $0.41 for every dollar raised by the NGOs.(37) When
CIDA \first began funding NGOs, funding was matched 1.:1 on a
project-by-project basis. Later, smaller NGOs received funding on a 3:i'ratio.

CIDA's original NGO division has grown to six departments which fall
under the Special Projects Branch. They are divided into three categorie
depending on the focus or purpose of the program: a} meeting basic needs -
Non-Governmental Organization Program ($2.9 milli.on in 1984-85), Volunta
Agricultural Developmenriﬁssistance Program (VADA, $1.3 millien in 1984-85),
and Intem?.tional Non-Governmental” Organizations Program (INGO, $18.0 million

Y s’
in. 1984-85); b) strengthening relationships between Canadian institutions and

their counterparts in the Third World - Institutional Co-operation and
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Development Services Program (ICDS) formed in 1980 ($62.5 million in 1984-85),
and Management for Change Program ($2.8 million in 1984-85); ¢) development
education : Public Participation Program (PPP) formed in 1971 -($7.9 million in

(38) The most important programs for this study will be the NGO and

1984-85).
ICDS programs, the NGOs in these programs are most active in the development
'work carried on in the Cari.bbea.r_x which is of interest to this thesis.

CIDA ‘c-loes not specify a definition of what it considers ‘o be a
non-governmental organ'ization; however, it supports universities, 1abour. unions,
_credit unions, service groups and churches, amox‘-xg .others. A substantial
proportion of the-NGO budget goes to just three organizatiolns, which are almost
totaﬁy dependent on government financing. They are Canadian Uni\'rersity
Service Overseas (CUSQ) which sponsors teachersl and technicians,” Canadian
Executive Service Overseas (CESO) which. has retiréd businesspeople training
entrepreneurs in the, Third World, and Canada World Youth which sends
teenagers to work and travel in the Thir.ﬁ World. It may appear that almost any
organization which promotes links with developi?g countries receives some
assistance, but in fact CIDA does have an internal ‘revjew system which
evaluates the organizations and the projects they support, in order to -determine
how much funding is allowed for the next year, This evaluation is done on the

basis of : Ty

"a) NGO fund-raising (data provided by the NGOi;

b} quality of the programs;

c) NGO needs, including NGO expectations based on historical funding
patterns used by CIDA; and

d) available funds at CIDA.39)

CIDA does not however provide criteria for what it considers when
judging the Yuality of a program. Evaluation procedures vary from departmeﬁt

to department, according to the Canadian Council for International
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Co-operation {CCIC, the umbrella organization of appro')dtﬁately' 80 NGOs) task
force,([‘O) but it is not clear what"the differences are. ' , v

. The CCIC hass a selectwe definition of NGOs based on goals, which will
be used throughout this thes1.s. Traditionally, NGOs have been concerned with
the deVelqpment of the poorest of the poor throqgh support of their needs.
These needs included .emergency relief but also organizational assistance
(soettir;g up grassroots collectives and self-help programs) anc% educdtion.”
Originally, the NGOs were often charities, primarily churches. The definition ‘of
NGO has now grown 1o encompass other non-grofit organizations such as
_universities, labour unions, co-operatives, development education agencies and
coalitions of agencies. Development consulting firms, such ;; the Institute for
Study and Application of Integrated Development are not considered by the
CCIC to be NGOs, even though they are registered as non-pvéfit agencies and
are hired as consultants to NGOs, because \t\k\ieir emphasis is more on studying
the phenomenon of underdevelopment than encomaging development.u'l)

The trend toward increased use of NGOs for distributing aid at the same
time as there is an increase in the links between aid and business indicates that
CIDA is moving its policy in two apparently opposing directions, according toh
Valerie Melnikoff of CCIC. In the trend toward aid linked to imsiness,'there is
an increasing emphasis on conformity to CIDA budgets and project plans, while
.the increas;d use of NGOs demonstrates that although it is on a much smaller
scale, the emphasis is on aspects of development which canno; be easily
measured, such as leadership and equality, even if it means changing a project
in mid—st':eam.(z’z) The two different kinds of aid projects appear to reflect a

belief among CIDA policy makers that there are underdeveloped areas and

industries w.aich can be developed by providing funding only, and others which
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funding, even in the same economic sector.

It is cléar-from the raPi\d growth of the NGO pi'ogram that, in spite of

the recent trend toward involving businesses futher in development, CIDA also

consiciers NGOs to be essential to the a{d prografn. The reasbn' for 5his is that
NGOs also‘ perform othef functions which are c?mpleméntary to the official aid
programs and u;hi_ch'could not be filled by them; "The valué of NGOs and the‘ﬁ:
greatest contributions to international development lie where governments
cannot act, will not act, or ogght not,tO\a-ct".(“) Government cannot easily act
at the comm:nity level, working with' grass-'root.‘s organizations b.;cause fhe
structur;e of government is not designed to provide caring, interpersonal
progra\mé. It is designed to proﬁde 1argé-sca1e' projects. NGOs, on tkae .other
hand, are designed to provide thes'e cloéer relationships which according to the
(44)

key to effective development.

Task Force, are often the\’

However, if the

~amount of aid is related directly to the amount of development, if large-scale

projects are necessary for clevelopmént, then NGO projec\s cannot Provide as
much development assistance as CID.A. because they simply are not large
enough. A large NGO project is $300,000; a small CIDA project is $2,000,000.
The government also relies on NGOs wherever political restraints prevent
direct intervention, even though the need for assisiance exists. This has been
the case. in Kampuchea, which récei\vf_i no ot?ficial government ass;.stance. but
does have Canadian NGOs assisting in reconstruction. The gpvemment. “ought
not to act where dévelopment demands opposition .to es.tablished governments

(45)

and their policies'. Govemment—to—govemmenf aid may counteract
development objectives in an oppresive political regime; if :he aid is given by
the government directly to the oppressed groups, it may be interpreted‘as a
subversive act. However, NGOs can work quietly in these circumstances and are

*

often quite effective.

A
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“Unlike business. there appears to be only one coalition of NGOs which :

‘represents their interestaL to govemment. This ts the Canadian Council for

International Co—operatéon, which represents 80 NGOs: and approximately 400
individuals. It is quite active in lobbying Parliament and the Standing Com:ﬂttee
.on< External Affairs and National Defence. The CCIC considers itself to be
effective in its lobbying, considering its size, but it it does not have't;te vast’
resourc-es of business lobby groups with which’ it is competing for funding and
opportunities to inf’luence,poli_cy. 11;. terms of the numbers it represents, it is

clearly less powerful than the CMA (9000 members) or CEA (400 companies). Its.

strength does not appear to be lobbying government directly, but in supporting,

direct public awareness campaigns at the general public. According to

-

Melnikoff, CIDA is working on ways to involve NGOs even more in the aid
. _ -
proces§, but differences in philosphy and :fﬁ:e have caused problems which have

(46)

not yet been resolved.

The only NGO which appears to have any direct pelicy input is CuUsQ.
However, because CUSQ is so heavily funded by CIDA, and works so closely
with that depezr—';ment. it is questionable who is really being influenced.
Churches were influential in the past, but now have a declining role. They have -
lost their importa{nce because of the increasingly technical nature of éoreign
policy :'mcl their lack c[:’f/"legitimacf, partly due to declining church
attendance.u’ﬂ They may also be less important as a single group because many
new NGOs (such as Foster Parents Plan of Canada) now fill the development
role which the churches alone used to fill. The churches are, however, still a
powerful lobby group, especially‘ in influencing public opinion and when they
lobt;y in concert w‘ith the CCIC.

We must conclude that those whose development goals are quite different

from business goals (NGOs) have little influence on policy formulation, despite
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the fact that their work is considered by CIDA ‘to be an important part of the
aid program. The | policy . analysis demonstrates that there are few
institutionalized links between NGOs and CIDA although CIDA 'proﬁdes

substantial financial assistance to the NGOs, thus confirming 'suﬁhypothesis 2.1.
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MEMBERS OF CANADIAN EXPORT ASS?&SATION

N.I. McDonald
F.G. Hurtubise

E.H. Roach

M.F, Chartrand
C.E.B. McConachie

DEVELOPMENT AID COMMITTEE™"

"CHAIRMAN ) .

E. Bennett Delcanda International Limited
MEMBERS - :

A.D. Burford A.D. Burford International Ltd.

AESL International Ltd.
" Agrodev Canada Inc,

Aluminum Company of Canada Ltd.
Atlas Gest Internaticnal Inc.
Aviation Planning Services Limited

R.A. Jack Babcock & Wilcox Canada Ltd.

T.}. Bata Bata Limited

K.N. Murchison -Bell Canada International

]. Pavec BG Checo International Ltd.

T. Meo Bombardier Inc.

F. Jansen BBC Brown Boveri Canada Ltd.

P.E. Rutherford C-E Canada Power Systems

R.]. Smith Canada Wire & Cable (International) Ltd.

]+ Wilson Canadian General Electric Company

Y. Davies - Canadian International Construction Corp.
E.R. Amerie

V. Tourangeau
R.]. Heath

Mr. Dogherty
M. Sully

W. Lemmon
E.T. Thompson
R.A. Kingsmith
R.A. Jessop

H. Williams

W. Craig

G.E. Drew

H. Valle »
D.W. Russell
C. Thiry

E.G. Paul

H.E. Mitchell
J«A. Macdonald
W. Howe

C.G. Smallridge
R. Williams

L. Carignan

P, Laferriere
],C. Villiard

J. Baheux

M. Pelletier
T.D. McBoyle
]G, Fredette
JsL. Thom

Canedcom International Ltd,
Canadex

Canpotex Limited

Carey Dogherty & Geilich Inc.

Champion Road Machinery Marketing Ltd.

Charles E, Napier Company Ltd.
Clark Equipment of Canada
Cominco Ltd. :
Consolidated Bathurst Ltd.

DB Engineers & Contractors

DeHavilland Aircraft of Canada Ltd.

Dominion Engineering Works Ltd.
DSL Dynamic Sciences Ltd.
Douglas W. Russell Inc.
Econofitech Ltee. .

Esso Chemical Canada ‘
General Motors of Canada Limited
H.A. Simons Overseas Ltd.

Howe International Lid.

Intercon Consultants

ITEC ‘
La Societe Maritime March Limite

"Laferriere & Associes Inc.

Lavalin Inc.

Logtrans-International Logistics & Transport’

Marketing-Exportation C.Q.E.
McLean Kennedy Ltd.
Monenco Limited

Montreal Shipping Inc.
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G. Schuthe (alternate)
K. Porter

W.C. Marshall

G. Bagley

K.O. Hillyer _

J« Rigby \
. R. Gray

J+ Neville :
J+R. Anderson
1.D. S5cott

R. Gladu

H.B. Silverstein
D.M.H. Connelly
A, Allan

D.G. Langden
N.A. Parry
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Montreal Shipping Inc.

Noranda Sales Company Ltd.

Northern Telecom International Ltd.

Polysar Limited

Redma Consultants Limited (CALA rep.)
Rigby Trade Limited :
Shaver Poultry Breeding Farms Limited

Spar Aerospace Limited

Stelco Inc., Credit Department

The Electrolyser Co. Ltd.

The SNC Group

Thorne Stevenson & Kellogg

Urban- Transportation Development Corp. Ltd.
Urban Transportation Development Corp. Ltd.
Westinghouse Canada Inc.

Westinghouse Canada Ltd.
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‘CHAPTER THREE - CARIBBEAN

HISTORICAL DEVELOPMENT PATTERNS: PROFILE OF

CANADA-GARIBE&AN INVESTMENT AND AID PROGRAMS

In order to demonstrate the effects of Canadian foreign aid programs on
| developrﬁent, 1 selected or;e region, Commonwealth Caribbean, where Canada
: 'has‘ consistently been one of the iargest aid donors“., where the countries have
experienced‘ a history of dependency ar;d are ranked as middle-income, This
chapter begins by looking back at that history in order to‘ elaborate the
particular pattern of Caribbean uhderdevelopment. After réviewing several of
the ‘strateg.ie's aimed a-t overcoming dependency, notably regionalization efforts, -
'Iwe identify the region's principal basic needs, spe_cifiqally the challenge of
overcoming food dependency. With an underst‘anding ‘of the needs we will bekin a
~ better position to appreciate Canadét's c.ontribution to advancingr(or retarding)
national/regional economic control throu.gh‘ its aid programs and
trade/investment interests.

The,.Commonwealth Caribbean, the region selected to investigate the
impact of aid onN&lepment, is made up of twelve island countries, or
micro-states, which have a combined total population of only 4.5 million. They’
are all members of the Commonwealth Caribbean Regional Secretariat and the
Caribbean Common Market (FARICOM), which gives them some administrative
and economic unity. Belize and Guyana are not actually islands, but because of
their small size, and the inaccessibility of their hinterlands, they are consicul_ered
Jo have similar geographic and economic conditions as the islands. The four
largest and most economically developed countries are Jamaica, Trinidad and
Tobago, Guyana and Barbados. There is a relatively large gap in both size and
level of economic developmeht between these countries and the eight small,

o
- less-developed countres, which are S5t. Lucia, St. Kitts-Nevis, Antigua, Belize,

L'

-



Montserrat, Grenada, St. Vincent and the Grenadines, and Dominica, but all are

classified by the World Bank as middle income countrtes.(l)

Anguilla is

”45 "

technically part of St. Kitts-Nevis, but in practice it is an independent state..

v

and has

' -
(CARICOM), but is not a formal member. Some general indicators can be found

in Table 1, below.

The Bahamas contributes to the Commonwealth Caribbean Regional Secretariat

some funational co-operat-ion with C_’bbpan Common Market

-
Table 1: Commonwealth Caribbean Indicators, 1982(2)
: |
Country Population | Life Literacy Unemployment , Foreign Debt : Per Capita
" ('000s) Expectancy] (%) (%) ($million US) : Income($US)

Antigua- 77 62 88 18 ‘ 54 l 1,649
Barbuda . ]
Barbados 254 70 938 11 ! 332 2,373
Belize 152 4,8 91 49 million® ! 65 1,080% %
Dominica 74 58 B0 23 ' 58 798 |
Grenada 111 63 95 14 17 883
Guyana 803 69 86 21 993 697
lamaica 2,228 69 82 26 2,060 1,428
‘Montserrat 12 63 76 4 2 1,736
15t Kitts—- 45 bo b8 20 11 1,062
‘Nevis ' |

St. Lucia 119 69 80 | 14 18 1,071
St, Vincent 128 o/ 20 20 16 057
Trinidad & 1,076 66 /97 12 1 2,776
| Tobago / | |

** GNP per capita. -

* the number of actively employed.

All of the Commonwealth Caribbean countries have similar histories and

resources. All were formerly British colonies established in the early 1600's

with p:.antation economies based on a single agricultural export, either sugar or

bananas, ysing African slaves to provide labour. When slavery was abolished, in
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the 1830'5. the economic structure of the islands remained unchanged..
According to Mandle, this was because former slaves had access to neither
farmland nor alternate employment. The plantation owners controlled all the
cultivable land, which they would not sell, and there was little nonplantation
employment available without leaving the Caribbegn. Because of these hmited

-I.
N >

opportunities, for er slaves had little option but to continue working on the

(3)

plantation for very low wages. Land resettlement plans for former slaves

were first recommended in the West Indies Royal Commission of 1897, althoug}l

: ]amaica had previously begun its own resettlement scherrse In spite of the

recommendatmns, there was little serious effort towar:d 1mp1ementmg them. The

47

resettlement programs were usually stop-gap measures when crises such as a-

peasa’r/\_t revolt threatened, and poor. q‘uaiity land, or‘land on which a plantation
‘ -

had ./previously failed, were often used instead of sufficiently high-quality land

to encourage farm prosperity. In"addition, peasant" problems, such as their lack

£ .
of kcnowledgfe,_ capital and organization, or their choice of land were not

considefed.(l') ]
The plantation economies of the Caribbean did not achieve rapid

(5)-

economic growth™ because the new technology necessary for this growth was
.
rarely, if ever, introdu"ced. In order for new technology to be introddc;d (for
example, modern caneﬁxtt'm'g equipment and sugar wmills), the plantation owners
would need some incéntive and the capacity to introduce it. There was little
incentive to introduce capital-intensive technology to the plantations because,
with the low wages paid to labourers {or slavery in thg early days), it was more
economical to continue with the labour-intensive product‘ion methods alreadyih
place. Howeyer, even if there had been incentive for technological

advancement, there were few in the population who had the "skill,

opportunities, or incentives to engage in such a search...The very mechanisms by

L



48

* which plantations were rendered commercially viable involved decreasing the
proportion of tihe population motivated and even phys.ically able to undertake

"

the kind of experimentation and trial and error processes necessary to aduvance

production methods".(G)

~ The plantation economj.r was unchallenge.d until the
1930'.5, when the global recession reduced plantatidn wo.r.l'cerjs' incomes and
encouraged -ebellion, bﬁt there was little real change until." .the 1950's.

Poltically, as well as ecoromically, there was little interaction among -
the Commonwealth Caribbean territori;s prior to the late 1950's. The main
trading pa'rtner, Great Britain, controlled the‘ political systems within the
colonies as well as relations with other states. The only other traiing_partners
of importance were Canada and, to a lesser extent until the 1960's, the Unitsd
States. "In 1967, only about 6 per cent of the total domestic exports of
CARIFTA Countries [all the Commonwealth Caribbean countries except Belize,
which joined later] went to other CARIFTA C‘ountr.'ies, compared. with 25% to
the U.K. and 35% to the U.S.A."m During the late 1950's, Great B1;ita‘m begain
reducing its level of ﬁwestmenf in the Caribbean, which opgx{ed up opportunities
for greater trade among Caribbean islands, as well as greater foreign aid from,
and trade opportunities with, Canada and the United States. It w?s dun'nf_:: the
late 1940's that W. Arthur Lewis first suggested the Caribbean region should
attempt to move from the st;agnating plantion economy based on sugar and
banana exports to a more industﬁalized economy.(s) The view was that
industrialization and trade with developed nations would lead to development,
while continuing in’ ex‘port—oriented agriculture would lead only to an
exacerbation of the problerps pfeviously mentioned.

Trade is envisioned, inilaissez—-faire economics,(g) as an avenue toward

development. Internaticnal trade, by allowing countries to profit from

comparative advantages in production, should provide capital to establish
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proiiluc;ti{.re enterpﬁse’s in underdeveloped countries. These ‘enterprises-woﬁld
cr:eate employment not only in the new industry, but also in industries which
had linkages with it, such as raw material extraction, agriculture and
construction to feed and house workers, etc.. However, underdeveloped
countﬁes in the Caribbean did not have the industrial structure necessary‘ for
this kinel of trade strategy to be successful. The best way to build this
indus.trial base appeared to be through inviting foreign firms to establish branch
plants, where local workers could gain knowledge and experience.

It was during the 1950'5 that the first attempts at export-oriented
development began, as recommended by Lewis. This development strategy
involved encouraging foreign investors to e'stablish export—-oriented industries
locally (for example, factories to produce -labour-intensive goods such as
clothing and toiletries), by protecting the national market and using "fiscal

(10)

incentives to attract industrial investment'. The products were exported to

other countries rather than used in the Caribbean, but it was hoped that these
new iﬁdustrries would lead to more local capital and expertise so that the
development could be expanded to locally—eontrolled industries. However, since
there was no economic integration, each country negotiated individually with
investors, rather than as a united region and, because of their emall size had
little bargaining power.

One of the major problems with an industrial strategy based on direct
foreign investment is that a technology capability is not automaticai 1y

, _ P o
transferred to the host region. Multinational( corporations typically retain

control over research and development, which is the most critical part of the

enterprise because it ensures continued market dominance, while the branch

plant workers in Third World host countries are relegated to assembly of

prepared inputs at low wages. Further, there is always the risk that if

-

19
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"de'pendént development is too successiul and wages begih to rise, multiﬁationals
will relocate their operations to countries where wages are lower. This risk
encourages governments to legisle;te low wages and exercise strict control _;:av;fer
worke'fs,. .'in order to prevent any protest which might endange'r such
devzlopmerit as does occur. . There are many examples of branch pieints.
'particularly in the garment industry, losing contracts to other plants be;:ause of
workers' demands for higher wages or better working conqit??ns. Competition
among the islands has meant that multinationals can easily‘ move their
operatioﬁs from country to country, to wherever is most profitable and lgast'
troublesome. Similarly, the sugar industry faces quofas and cannot demand a

i’ligh enough price to meet its costs because of difficulties finding employees to .

(1)

work long hours at the low wages offered.

The countries of the Commonwe.ﬁlt’h Caribbean realized that comp‘etiné
against each other for direct foreign investment was benefitting only the
multinationals, and they would be in a stronger pgsition to bargain for benefits,
better wages for employees, and' more local control over theif economie: if the-
acted in unity. _'Although the ne;ed for regionalization was recognized in theory,

actual movement toward economic unity has been slow because countries

profiting from the immediate benefits of direct fofe'-i._.gh”{'nvestment (influx of
capital, buildings and capital goods provi..;led a.t low cost to the local economy,
some transfer of technology) were not always prepared to give up those. short
term benefits in order to strengthen the region's economy by supporting locally
controlled firms, regardless of the long term gains. As well, political
independence appears to have been ‘considered a prerequisite for
national/regional economic confrol; as the first regionalization efforts dealt

with political, rather than economic, matters.

In 1957, the first effort was made toward uniting as a region. The West
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Indies Federation was comprised of Antig'ua‘ and Barbuda, Barbados, Dominica,
Grerzfé, Jamaica, Montserrat, St. Kitts—Nevis-Anguilla, St Lucia, St Vincent and
the fgnadines, and Trinidad and Tobago. The Federation was a purely political
structure. One of the rﬁain goals of the Federatipn_‘ .'w:as encouraging
constitutional, independencz;.. In. thié, it was quite suc_é_éssful. Althoﬁgh. ihe
members of the West fndies Federation were still British.colonies at.the tim.e of
its ihception, by the time the Féderation collapsed in 1962 four of the coloni'es
had achieved political independence. In fact, the secessions of ]Jamaica and
Trinidad and Tobagc: after they achieved pplitical independence ' were the
primary cause of the Federation's dissélution. By” 1§69 six others hdd achieved
" Associated Statehood with the U.K. (they still relied” on the U.K. for
management of their defehce and foreign affairs). By the time of its d_is;olution. A
there was still no economic integration in the region, not -even a free trade
agreement.(m) '

Regionalization efforts did not, however, end with the collapse of the
Federation. In 1968 The.Caribbean Free Trade Agreement (CARIFTA) was
established. The members of CARIFTA were the same asl those in the West '
Indies Fedération, with the additio;l- of Beliz;e and Guye;na. It was active only in
purely economic matters. CARIFTA did encourage intra-regional trade after
1967. "The share of regional imports in CARIFTA's manufacturing output gréw’
from 7.9 perceni in 1963 to 9.1 percent in" 1967 and accelerated to 14.9 percent

(13) ! -

9
However, this effort at regionalizing trade was not very effective

in 1973.
si’nc‘:e, althpugh there was an impressive expansion of trade, most of it occurred
because multinational firms were able to '"take advantage of the larger
protected market".(u') and most of the increased trade took place among the
—£6Ur Targest énd most economically \eveloped countries, while the smaller,

poorer islands benefitted very little.

—



The Caribbean Development Bank was established in 1970 to assist the
eight least aeveloped countries (LDCs). It was not very effective when it began,

because of ien'gthly .loan approval procedufes and stringent credit rating
. o .

criteria, Its efficiency has improved, however, and it now operates in such a

way that the poorest member countries receive low interest rate loans, so that

\ corrects. some of the regional imbalances benefitting the most developed

countries (MDCs), within the free trade agreement.

In 1973 the Caribbean Common Market (CARICOM) was established. It
began as a customs union, or free trade, agreement. CA RICOM was active in
c_o—éperation in fields such as health, education, transportation, meteorology,
and foreign policy, as well as trade. One of its most important initiatives was a

regional agricultural marketing- and development program, the Regional Foed and

Nutrition Strategy; Its purpose was 1o i.ncre%se the amount of food grown for

local consumption, while gearing the producfion to local land use and
I o
employment needs.uS) The Caribbean Food Corporation was formed in 1976. It

. o,
is the majo\r" regional institution for implementing the Regional Food Plan, and

shares are held by all CARICOM countries. The Regional Food Plan was a set '

of agricultural policy objéctives agreed upon in 1975, which had the aim of

reducing food imports to the region. The main elements of the program were:

a. Preliminary proposals for a regional livestrock
program aimed at achieving a sigrificant level of
self-sufficlency §n all meat products over the next ten
years.

b. Important food production projects to be undertaken
by a specially created Caribbean Food Corporation.
These include the production and processing of fish, the

oroduction of grains and the production of fruits and
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v\egetables.
¢. Projects to supply the region with vitally needed
agricultural inputs, by bulk purchasing and distribution of

agricultural chemicals including fertilizers, and the

production of seeds and other propeiga’ting materials".(ls)

The largest part of the project was the livestock program, which: was
designed to replace the 1973 level of livestock imports with locally-produced
livestock, as well as most of the new demand, by‘1980. Dairy herds were tg be
concenterated in Belize, Guyana, Trinidad ;:md Jamaica. Beef cattle development
was to be conceliltra.ted in Guyana and Belize, as were corn and soya. Egg
farming\ was to be developed in the countries of tk‘xe Eastern Caribbean Common

{

Although the first efforts at regionalization were made at the same time

Market.

as the countries of the Commonwealth Caribbea-n were moving from colony to
independent nation status, regionalization should not be regarcl;:l as merely a
transitional stage between colony and nation. Organizations such as the West
Indies Federation were not created only to demonstrate to the colonial power
that the Commonwealth Caribbean was capable of organizing itself politically,
and therefore capable of self-gove:_'r}inent; they were important vehicles in the

effort made by the countries of the Commonwealth Caribbean to gain econogic

control over their economies. The fact that reglonal economic unity has
PN S
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cqnti}nued to be an official priority from 1957 to at least 1976 (while most of -

4

- the countries concerned had achieved at least partial political‘mdepe:ndence by
1969) indicates .that organizations to promote regional political and economic
unity were considered by the Caribbean governments supporting them to be
necessary for more than just the'colonial transition. 8
Besides regionalization, other méthods of overcoming economic
_ dependency have been tried. Several countries have attempted unilateral efforts
_ g :
_ \



to increase their level of natidna'l economic control. Guyana, Jamaica and
Grenada all had socialist governments for varying lengths of time. These
" socialist governments reduced the level of foreign ownership by nationalizing
the industries in which they are dominant. such as the bauxite mdustry in
Guyana.( 7 Import subst1tut1on in heavy manufacturing did not pr.'ove viable
because the entire Commonwealth Caribbean region has only a small population.
There is insufficient capital to establish the industry and insufficient 'demand
for the manufactured product. The region is too small to create a large enough.
market for large-scale production. Some import substitution has been possible in
lighter manufacturing such as clothing, because light industry can be run on a
smaller scale so the industry does not‘ overproduce for the local demand, and
requires less capital .input. With the exception of Jamaica and Guyana (b'au)dt;)
and Trinidad and Tobagb (petroleum)xthére are few mineral resources and the
Caribbean economies continue to be based on a combination of aér:iculture and
tourism.

Because Caribbean industry is generally controlled by. outside‘ firms
which base their business plans arouﬁd the .needs of the head office rather than
the branch plant, manufacturing ggnerates few local linkages with other sictors. _
The same problem also exists in the tourism ‘industry. Most' of the i‘r-l;::s
required for the industry are import‘ed, and the local industries are simply
assembly ple;.nts {this includes the tourist industry, where transportation,
accomodation and food are all controlled by n.on—Caribbean firms). Related
sectors of the local economy which could provide inputs to the branch plant are
not supported through purchases of locally-produced ray'%atemls. This is thtle
case in the shoe industry, where the shoe compone?l‘ré are imported and
assembled, then the nearly-finished shoes are re-exported. It is less expensive to

transport the raw materials to another country, then import the finished
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product, than to pay Canadian or American workers to assemble them. Similarly,
produéts which are destined ‘for the _. regional market are imported partly
assembled and the finishing touches are added by local workers, so ‘that TNCs
can avoid tariffs on finished goods. Also, since imp:ort.s‘ubstitl‘ztion industries are
vprottlacted. the non-industrial sectors of the economy are subsidizing them,
either by buyirg indu‘strial goods which are more highl); ;;riéed than imports,
paying higher taxes than the tax—exémpt manﬁfacturing industries, or byl
accepting price controls on non-industrial products. It is not only a problem of
too few linkages, but also that maqufacturing industry is favoured at the
expense of other Iiarts of the eccir_;pmy.

Although forgign banks cox{trol mar;y of the financial operations of the
' Car.?ibbean (Canadiar‘x\ banks are the largest when comparing nations, and
Britain's Lloyd's Bank is the largest single bank), the region's govemments.do
not appear to be attempting to regain control of this aspect o{ their economy.
For example, Barbados has recently been promoting itself as an offshore banking
entre similar to otheE_'Caz_-ibbean islands such as the Cayman Islands. Even
though foreign banks already dominate the banking market (and credit-granting
decisions based on developed country standards of what constitutes a safe risk),
the Barbados government appears ready to facilitate even more foreign banking
activity, by stating that there will be no requirement to hire native staff.(ls)

Agriculture is still the mo.st important industry on most islands, and the
largest employer. The Caribt;ean nations are exporters of unrefined fruit and
vegetables, even though they are not food self-sufficient. This has led to
balance of payment problems because the prices for unrefined agricultural
products are lower and-pere subject to seasonal fluctuations than are processed

food imports. In additioné{: fluctuating prices, agricultural commodity prices

have been declining since the 1960's, exacerbating the difficulties in paying for
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imports. Because development is here defined in terms of national/regional

economic control, agriculture is the industry which will be studied in detail to
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see the effect of Canadian foreign aid, because ''generally it is to agriculture |

that a country must look if it is to achieve self-reliant growth".(lg) Other
sectors, such as tourism, might appear to be more promising bases for economic
development, However, because of the lack of links with other sectors of the

economy, and relatively high Qages for the few who manage to find

.employment, the tourist industry has tended to lead to” skewed development,

income disparities, and little lo.cal input and control over the economy. The high
level of tourisnl from Canada and elsewhere means that the region's reliance on
this induétr.’y creates a vulnerability to changing tastes and a shift in travel
destinations by tour operators. For example a change by Canada's Suntours
{(partly owned by the Royal Bank of Canada), which brings at least 300,000
tourists annuafly to the Caribbean, could wreak havoc on the Barbados economy,
where there are more Canadian towrists than any other natiorlality.
National/regional economic control entails both local ownership and
effective local control over management of enterérises or asso.ciations which
u;ﬁdertake economic activity. In the case of the Common‘wealth Caribbean, many

of the large plantations continue to be controlled by foreign agricultural firms,

while local peasants are confined to small farms of only a few acres on poor

*

land.' For both Caricom and its member governments, one of the first concerns
for development projects is land redistribution and improvement, so that the
small farms are économica}ly viable, so that income distritgiilon is less skewed,

and assisting locally-controlled, large-scale farming the plantations

"

(co-operatives have sometimes been started in order to combine the goals of
land redisitribution and large-scale farming). By encouraging local enterprises in

the prodiction of needed goods, the second concern of reducing the level of

o
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dependence on imported food is being met.(zo)

Food dependence . is a serious problem because without food
self-sufficiency, an economy is extremely wvilnerable to outside influences. If a
nation is unable to be a.tlleast interdependent with other nations in food, and
has no other valuable commodities which are required by its trading partners, it
is limited in its ability to bargain from a position of strength to ensﬁre
continued food supplies in times ‘of economic uncertainty. While dependence on
gther commodities is not desirable either, the most serious type of dependence
is that on food; in terms of our baéi‘c needs definition of development, sufficient
quantities of locally-produced food grown on locally-owned farms satisfies the
one of most important‘ of basic needs while maintaining local economic control.

What is the extent of Caribbean food dependency? Most Caribbean
countries import over 50 percent of their food. Barbados, Antigua and Trinidad
import over 80 pércent. Even food processing firms-in the region "import about
80 éércent of the food ingredients for their processed prpducts".(ﬂ?_ This food
dependency is partly a result of imported food; to satisfy tourists and partly a
result of the locals' acquired taste for foreign foods. The taste for imported
foods among local inhabitants results both from contact with foreign visiton;s
and from a historical rejection df locally-grown foods, which were only eaten by'
slaves before emancipation. However, there are aléo structural causés“ for food -
dependency in the Caribbean. .

The main structural reason for food dependency is the inequitable
distribution of farm land. 95 percent of Caribbear; /farms are smaller than 25
acres in-size, making up only 30 percent of all fa{m land, while only about 2
percent of farms are.over 100 acres and account for more than 50 percent of

all available farm land. The larger farms, ‘most of which are owned by, or

export their entire crop directly to, foreign-owned multinationals, are involved -
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in "commercial, export-oriented agriculture".(n) Land reform programs have

: ) &
been suggested and attempted for many years, but have not been very
. 7 ' : v
successful because the new farms created were too small for gainful
employment, One reason for this may be that even the large estates are not

big enough to break down, unlike’ those in Latin America after which the

schemes were patterned. The large estates in ‘the Caribbean are usually less
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than 1000 hectares in size, and even the very largest are rarely larger than

5800 hectares, but those in Latin America are often several hundred thousand
Lt
(23) Y

hectares.

The small farms achieve less than maximum efficiency in providing food
for the local population for several reasons: 1) The small size of the farms
means that many owners are forced to work elsewhere in order to supplement
their income. Rather than producing labour-intensive food crops for local
consumption, crops sucﬁ as banana plants, cocoa bushes and nutmeg trees are
often grc'wn because they require less supervision, leaving farmers free to seek
supplementary employment. 2) Yields are low because of "poor cultivation
prdc:tices in terms of replanting time and density of plants; poor and inadequate
use of inputs such as fertilizer; and the absence of proper soil conservation and
irrigation methods".(zt’)‘ 3) The farmers' land frequehtly is divided into several
scattered small plots, because of the inhgritance system in which each heir
receive’s a portion of land, This leads to difficulties in operating weed and pest
control programs, as well as wasted time travelling between plots., In"addition,
these plots often consist of the poorest quality land because land distribution
efforts after emancipation did not force landowners to give up their
better—quality land. ~

Even the large, export-oriented farms dq not achieve ynaximum efficiency

becéise not all land is cultivated. Usyally, only one crop is grown oﬂhe best

e

1
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land, while marginal land lies fallow. As well, the crop which is grdw‘n may not~
necéssarily be the most suitable for the land, in terms of maximum yields and
minimum soil depletion, because the crop is chosen for its usefdlness to the
multinational's parent company. The large estates also suffer from chronic
iabour shortages because the wages are low compared to other indus_tr:ies, the
wbrk i.s very ‘stenuous and agriculture is looked upon_ with disfavour because of
its associétions with"slavery. This has led to the harvesting of burnt cane, '
which reduizes yields but means that workers ¢an cut more cane per day. Even
‘though' agricultural wages 'are low compared with other sections such as
manufacturing and tourism, the high cost of agricultural production 'in the
Caribbean compared to other Third World regions means that agricultm.:'al
produétion is ﬁot always economical, For example, in the last few years, the
(25)

prices earned by sugar were sometimes below the cost of production.

Canadian Business in the Commonwealth Caribbean

There is a clea."r need to improve infrastructure, education and credit
facilities in order to increase the level of agricultural production so that the
most serious food deficiencies are reduced. In order to evaluate Ca‘nada.'s
efforts at meeting these needs, it. is necessary to understand the trade patterns
between Canada and the ;aribbean region and to what extent Canadian aid
programs have been designed to increase national/regional economic control
-over the agriculture industry. The following pages will provide an overview of
what Canadian industries invest in the Caribbean. An overview of Canadian
bilal.:eral and NGO aid programs in the region, along with detailed case studies.
Js found in Chapter Five.

’fhe Commonweal}'A Caribbean has had econgmic links with Canada dating
back over a century. In the earli:est years, they were both part of a triangular

trade pattern with their common imperial power, Great Britain. Canada was a

a .
n -



major export destination for sugar and rum, and its most important imports were
salt cod and whefat. Since 1958, when Canada initiated its Commonwealth
Caribbean' Aid program, the value of Canadian exports ‘to the region has
remained stable while the value of Cane:idian imports has declined, partly 'due to
the decrease-in value of the Caribbean's commodities, Although the U.S,A. has
overtaken tﬁe Caribbean as Canada's major trading partner, the Cawibbean is
still an important outiet for Canadian exports. g

The Canadian businesses currently active in Caribbean direct investmeﬁt
are concentrated in banking, mining and transportation. The book value of these

(26)

investments in 1977 was approximately US $850 million. Those companies

°
with three or more subsidiaries are Alcan (mining), Bata (shoes), Cangdian
Pacific (travel, food), Scotts Hosﬁitality (travel), Seagram (liquor), Canadian
Imperial Bank of Commerce, Royal Bank of Canada and Bank of Nova Scétia
gbanking). The Commonwealth Caribbean is a popular place for Canadian foreign
investment because the national/regional economy is such that th"‘c:re is room for
investment by smaller firms investing in only one place outside the home
country, as well as large transnational firms. In addition, the governments in the
Caribbean have maintained relatively open economies which have not attempted
to nationalize industries, unlike- the governments in other Third World regions
such as Africa. The main exception iwas been the mining industry in Jamaica and
Guyana. In fact, when there has been disinvestment, it has usually "come at the
inititation of the TNCs and not the host govemments".(27)

The main agricultural investments from Canada are in the sugar industry
and in milling. Canadian involvement in ;:he Caribbean sugar industry dates back
well over a century, especially in the Manumes Barbados rum is the main

ingredient tn Newfoundland "screech”, In spite of the reduced demand for sugar,

declining prices and the rapid loss of workers to manufacturing and tourism
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(nearly 30% of the sugar workers currently employed will retire by 1987) the
Caribbean remains a major centre for fo.i::eign investment. In addition to the
Purity Bakery in Barbados, which is controlled by Canadian Pacific, Maple Leaf
Mills, and Global Food Processors are éctive in the Caribbean. _ -

Although Bata Shoe has factories in Guyana and Trinidad, and Alcan
Al&minium is active in the bauxite-producing countries, there is little other
' Canadian investment in Caribbean ﬁanufactuﬂng and t"leavy. industry. The only
exceptién’ is ‘petroléum. Canada's state~owned Petro—Canada‘ International
Assistance Corporation (PCIAC) is investing in both.Tt:'midad and Tobagd and
Barbados, with the stated aim of helping reduce their reliance on imported oi.].:
It is not yet clear whether the cost of developing indigenous oil fields will be
less than importing oil, since the oil discoveries to date have been relatively
small and oil prices e'lre now dropping. However, it is certain that the current
export of equipment and tec:hrloldgy from Canada will lessen the effects of
drol;ping oil prices on the Canadian oil industry.

Canadian companies are active in the tourism industry. ‘They include
Canadj.an Pacific and Air Canada, which owns \r’-@ézure\x (tour operator) and 26%
of _Air Jamaica. Scotts Hosﬁitality, which owns Hcﬁiday Inas, operates under a
licensing operation. “A hotel owner pays an initial fee of $300 a room and a 4
percent royalty on gross room revenues, In return, the corporations trains
management, inspects the. hotel, and provides manuals and training films for the
staff. Another 2 percent royalty permits the hotel to hook into Holiday Inns'
international reservatibﬁs service"‘.(zs) This type of indirect control has been
criticized because management decisions. afe not being made by cost-conscious
owners, In almost every case where there were financial problems with a hotel

)

connected with a ‘foreign multinational hotel firm, the multinational was not

directly involved financially, but in every successful hotél with a licensing
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contract the multinational had invested directly.(zg) An exception to the foreién
domination of the tourism indﬁstry is Barbados, where although 70% of all the
. . o

luxury hotels are owned by foreign firms, many of the smaller' hotels are
locally-owned. : |

Canadian banks are amc:‘;.ngj the largest in the region, and have been
active there almost as long as the sugar traders. They have been involyed not
only in loans to foreign private investors, but have recently started loaningd
money atr noh-concessional rates to some Caribbean governments, such as
Barbados, since the governments are no lofiger striving to avoid accumulating
large debts. The first Canadian bémk in the Caribbean was the Bank of Nova
Scotia, which established a branch in Jamaica in 1899. It now has 54 branches .
and subsidiaries in the Caribbean. The Royal Bank of Canéda started operation
in Trinidad and Tobago in 1902 jand curréntly has 63 Caribbean branches,
subsidiaries and affiliates. The Canadian Imperial Bank of Commerce has 29
branches and ‘subsidia.ries, the first being in Jamaica in 1919. -The Toronto
Dominion Bank and the Bank of Montreal were late entering the region. The TD
Bank has only 2 branches and subsidiaries, while the Bank of Montreal no longer
has any.(so) In addition to banking, the éa.nadian financial community is
involved in inSL-n.‘ance. The three knajor companies with Caribbean offices are
Sun Life Assurance, Imperial Life Assurance and Dominion Life Assurance.

With this brief overview of Canadian business involvement and somé
understanding of the region's dependency over time, we can now begin to

explore the relationships between aid and development in our research model.
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ENDNOTES — CHAPTER THREE

Sidney E. Chernick, The Commonwealth Caribbean. _The Integration
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CHAPTER FQUR - QUANTITATIVE ANALYSIS

This chapter contains a quantitative analysis of the. relationghips

13

model being investigated is: ) .

CAMADIAN BILATERAL ADD

i)
——
CANADIAN NATIONAL / MEMIONAL BOONOMIC OOK THDW

POREION BUSIKESS - BN THE DEVELOPING COUNTRIES
INVOLVEMENT | LCOMMONWEALTH CAREEBEAN}
[+)
-
CANADLAN KOO d
AO

The indicators used for the parts of the model are both statistical and

qualitative. Both will be described beldw. The statistical, or quantitative
indicators,” will be analyzed in this chapter, along with some qualitative

analysis. A more detailed qualitative analysis using specific case studies will be

~

made in Chapteg Five. The indicators used are:

i
Canadian bilateral aid - amount of Canadian bilateral aid to the

Corr;mOnwea:].)tl?l Caribbean region measured in thousands of constant (1971)
Canadian dollars. The amount of bilateral aid is a valid measure of commitment,
because in statements on foreigp policy, increased commitment to development
goals is equated with an increase in the amount of foreign aid.(}) Since the
social aspects of development are also a priority, the kind of aid given is as

importarit as the amount given. Therefore, a qualitative analysis will also be
- H

made, using a project which is representative of the agricultural projects in the

Caribbean supported by_the bilateral aid department of CIDA.

Canadian business involvement - amount of Canadian exports to the -

between the parts of the model being examined. As indicated -in Chapter 1, the. -

b
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« Commonwealti Caribbean region measured in millions of constant (1971)
. : . LS

Canadian dollars. Foreign direct investment is often used in de\}elcapment

theory(m

as a mgasu::'e of economic control over the underdeveloped economy.
o However, in this case, it is a;l inadeqﬁate measiyire because most Canadian
'l ':'.'involvemeni in the region'.s economy is based on ‘trade rather than direct
investment. lThis trade is concentrated in live animals; foods and agricultural
supplies. "As sfated in-Chapter Two, it appears that CIDA's policies are designed .

to encourage Caribbean imports of Canadian 'supplies'. necessary to the

. export-oriented agricultural sector, as w‘ell as foodstuffs for local consumption.
Therefore, in fhis case, bg;th the amount of Canadian exports and the structure

‘of exports appear to be appropriate to indicate Canadian business links with ttii

local economy.

Non-governmental organization aid - ratio of the amount of money
disbursed by CIDA as paz:t of its NGO programs compared to the amount
disbursed thi'ough its bilateral programs, given as a. percentage. This measure
was chosen instead of simply the total amount given through CIDA because that
total does not take into account the money disb;v.rs_ed through the private
organizations. There do not appear to be any statisticsl kept on the total amount
ofl aid disbursed through the NGOs, The ratio was chosen because, when taken
into consideration with CIDA's policy decisions on NGO aid as cutlined in the
last chapter, it appears to reflect the Canadian governments's, and by extension
‘the Canadian people's, attitude toward supporting NGO aid projects. Therefore,
it gives ’jn indication of NGO aid donations .r.o( the' Commonwealth. Caribbean,
Other possible measures of RGO ‘aid such as the number of projects each year,
or the number of Canadians involved in all projects, were rejected as invalid
because they do not fit NGO priorities. NGOs often work together to carry out

-

one large project which would be beyond the scope of a single NGO. In the
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N ,
same way, it is difficult to accurately measure the number of projects because

-in the past several NGO's may have supported different parts of the séme
préject. In recent years, tl'xe?re has been a shift toward combining several émall
projects under thé auspices of one NGO, although several may support Fhem
financially‘, in order to minimize administrative expehses. In addition, NGOs tend
to have small budgets, so careful planning is necessary; limited funding means
that the. goal of one well planned and executed project rather than a number of
poofly-run projects is a very high priority. Finally' the NGOs' emphasis on
indigenous development is reflected in their efforts to inyolve as few Canadians
as p;ssible in development projects; rather, they provide support for local NGOs
to run the-projecf's’ themselves. Thé number of Canadian people involved in

projects has been reduced as project emphasis has moved more and more toward

'supporting local Caribbean NGOs. A case study using a project which is
. A J

representative of the agricultural projects carried out by Canadian NGOs in the

Caribbean will supplement the quantitative analysis.

National/regional economic control - ratio of regional {mports to world
imports, the ratio of regional exports to world exports, and the total amount of
food #&nd live animal imports to the region, }rleasured in constant (1971)
Canadian dollars. 1f the amount of world imports declines relative to the amount
of regional imports, this indicates that there is more local self-sufficiency (an;i
therefore economic control) as the region depends on relatively fewer imports,
especially when combined with a high ratio of regional/world exports. Although
this indicator could also be used to show that the poverty level is rising
because the region can afford to pay for fewer imports, if the total amount of
imports continues to rise then it is likely that the changes in the import ratio
are not due to increased poverty but rather to a change in the region's choice

of where to buy its goods. A higher import ratio indicates that the region is

©

</
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. supporting local *firms rather than MNCs located in the region. Similarly, .an
increasing- rate of exports within the region, compared to world exports
indicates more national/regional self | sufi’icienéy (and t.herefo‘re economié
control) as the countries within the regio; use relatively more of their
resources an;ong themselves, rather. than exporting them to the r.'estl'of the
world. Although it is possible that increased regional trade (imports and exports)
compared to world trade may be between branch plants of MNCs, it is unlikely
given the historical pattern of trading between branch plants and and the
centre, v}i.th little trade amtrang the branches. I'n‘ the same way, if the amount of
food and live anima:l imports declines, even if the amount of other imports
' increase, this indicates that thé level of self sufficiency in food, the most
limpdrtant component of national/regional economic control, as defined in this
thesis, is rising. The lowered level of animal imports at the same time as the
total level of imports is rising indicates a shift in the choice of where to
purchase goods, and an increased level of national/i‘egional self-sufficiency.
Control over agricultural businesses, as we}l as over loéal resources will be
discussed as part of the case studies.

In order to use quantitative data effectively, it is necessary to perform
certain statistical tests, in order to bring out the various relationships clearly.
The strength of a relationship between two variables, or how much the
independerit variable affects the dependent variable, is shown by the regression
line, or slope, of an equation. The steeper the angle of the line, the greater the
in‘lpact of the independent variable upon the dependent variable.

A measure of association, or coefficient, shows how well the regression
line fits the data given. A coefficient measures the probability that if one

variable is known, the other variable can be accurately predicted: it measures

how closely associated two variables are. If the coefficient is +1, there is a
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100% pro_bability tr:e‘lt both measures will be high or both measures _will. below
(posiiive correlation). If the coefficient is -1, there is a 100% probability that if
one measure is high, the other will be low (negative correlation)., A + means
that the indicators vary in the same direction, ie;h high-high or lm;—low. A -
m.eans that the indicators vary in the opposite direction, ie. high-low or

L

low-high. +1 and -1 are the maximum limits of the coefficient. The closer the

[

coefficient is to either +1 or -1, the higher the probability of being able to
predict where the second 4vari‘ab1e will be from the position of .the first
variable. The closer a coefficient is to 0, the less probability there is of
accurately predicting the position of the second variable from fhe first variable.
A coefficient of '0 means there is no probability of accurately predicting the
position of one variable from the other, Eeyond-the usual chance probability,
The data used for the statistical analysis is found in Appendix 5 ft the
end of the chapter. The statisticgl test, or coefficient, which has been used to
show causal relations between the indicators is Pearson's r.» It was chosen
because the scattergram which accompanies it makes tendencies easily visible,
but at the same time is a refined measure of relationships using metric data.

N
The formula for calculating Pearson's r is = }:*225’ . X is the independent

70

variable and Y is the dependent variable. "The formula.is a ratio of the common .

variation of the two variables {(xy) to the square root of the product of their
separate variation (x and v are, respectively, the variances of X and Y). If the
two variables are perfectly related, then they will always vary together and the
resulting ratio will be 1.0. If the two variables have no relationship with each

other, then they will have no common variation; consequently, the numerator

will be zero and the ratio will also be zero....Pearson's r measures the amount’

of linear relationship and not the tptal relationship. Two variables can be

perfectly related in a nonlinear manner and Pearson's r might nontheless equal
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(3}

zero'. Pearson's r is most easily interpreted by squaring it; rz, also known as

the coefficient of determination, "is the percenta_ge held in common of the total

(4)

variation of the two variables", In other words, r2 is the percentage of

variation in tht; dependent variable which can be explained by the independent
» variable. : - | | _ !

Once the values for Pearson's r have been derived, it is necc;ssary to
measure the level of significance., This is a way of measuring the risk that the
relationship found in a sample is nonrandom; le. it would appear even if no
relationship appears in the whole population. The significance test for Pearson's
r is called the F-distribution. The formula fc;r the F-distribution in a simple

AN

Peafsonian r is F= l=c> where r = simple coefficient of determination and

N = the total number of cases. '"This F-score, as well as the others to follow, is

©TTaranio T between The —amount”™ of variation explained by the independent Y

variable(s) and thé amount left unexplained, with the ratio adjusted according to

(5)

the degrees of freedom."™" For this metric F-score, the first degree of freedom

equals the number of independent variables. The second degree of freedom
equals the total number of cases minus two (N -2), Different combinations of the
N two degrees of freedom result in ciii"f.e_rent F—-distributions.(s) For the purposes
this study, J‘thé risk must be less than 5% tﬂat the relationship found in the
samples is no‘nr.an'dom, in order to be considered significant. °

/ It is important to remember that correlations between variables do not

f , necessarily pro;fe causal relationships. They can only indicate that such

relationships are likely to exist. There is always a ﬁoss.ibﬂity of error -of 'a

hidden relationship. Because of the éomplexity of the phenomena being studied,

‘there ay’ be important influences affecting the model which are not currently
L

part of the model. Some of these possible external influences will be discussed

after the statistical analysis.



The causal propositions in the model are found below, along with the

scattergraph showing the relationship between the dependent and independent

variables in graph form, the slope of the line best describing the scattergraph.
the calculauon of’ Pearson's r, r2. and the F—dlstnbutmn. At the end of each
tgst, there wiu be a short explanar.ion‘of the results obtained.

1) Canadian bilateral foreign aid has a negative effect on_the level of
development of an underdeveloped country, seen here as the level of
national/regional economic control. The ‘subhypotheses are that (L.1) /¢amadian
bilateral foreign aid policy actively encourages C.anadian business involvement

in the aid program through tied aid requirements and by encouraging Canadian

ipvestment as part of aid packages, and (1,2) Canadian business elites, because

of their Eormahzed links with CIDA. are in a posmon to influence’ Canadian'
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forelgn a.1d pohcy formulanon to favour the1r mterests. (l 3) ‘The resultant trade
and foreign investment ties reduce nationaL/regional economic control in the aid
rir'\p‘ient country. Subhypotheses 1.1 and 1.2 are best shown by case ;tuch but
they should also appear graphically. - If Canadian business and the’ Canadian
bilateral foreign aid program have a positive correlation, then the amount of
Canadian bilateral foreign aid and Canadian expofts and foreign business links

should both increase. "

Canadian Bilateral Foreign Aid to the Commonwealth Caribbean —»Canadian

)

Exports to the Commonwealth Caribbean
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The slope of the line is 7.280. Pearson's r is .285, r? is .081 and F is
1.767. There i‘s a positive relationship between the level of Canadian bilateral
foreign aid and the level of Canadia‘n exports to the Commonwealth Caribbean.
Pearson's r shows that the slope does not describe this relationship very well;.
only 8% of the variation in Canadian exports can be_explained by ‘the variation
in.the amount of Canadian foreign aid. This r.relationship has a greater than 5%
risk of appearing in the whole population, because of the size of F, therefore it
must be consmiered that there is no statlstlca.lly reliable rela.u.onshlp between.
these two variables.
The link between Canadian business involvement énd national/regional

economic control can be measured by comparing the amount of Canadian exports

to the Commonwealth Caribbean with our three measures of nanonal/reglonal

economic control ratio of regwnal 1mports to world 1mports, the ratio of
regional exports to world exports and the amount of animals measured in

thousands of 1971 Canadian dollars, all in the Commonwealth Caribbean.

Canadian Exports to the Commonwealth Caribbean-yRatio of Caribbean Regional

Imports to World Imports(S)

IMPORT RATIO (%)
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In the comparison of exports to the import ratio, the slope is 6.4597 x

-

1075, Pearson's r is .329, r’ is .108, and F is 2.548. There is a slight positib
correlation, with almost 11% of the iinport ratio variation explicable by the.
variatjoﬂ in the amount of exports, F is so small that. the risk of this
relation.ship ’appearing in the \;vhole population is greater than 5%. The slope is
7.076 x 1072, Pearson's r is .380 and t? is .145 when comparing Canadian
exports to the Caribbean export ra.tié. This is a slightly positive relationship
with 14.5% of the variation in the export ratio explained by the variation in the

Canadian exports, In this case F is 3.549, which is means that there {s a greater

L ¢



than 5% risk of this relationship appearing in the whole population. The
relationship between Canadian ‘exports and animal imports to the Caribbean is
slightly stronger, with the slope being 2.25019, Pearson's r being 4.03 and r2
being .163, meaning that 16% of the vér-iation in animai imports is held in
common with the variation m Canadian.exports. Once again, there is a greater

r ™~ = .
than 5% risk that this relationship could be found in the whole population as F
. b
is 4.081. - -
Since there is no clear statistically measurable relationship between

Canadidn exports and various measures of Caribbean national/regional economic
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control, there is a possibility that the relationship between Canadian bilateral '

foreign aid and national/regional economic control is direct rather than-indirect,

The possible direct relationships between Canadian bilateral foreign aid and the

same three measures of national/regional economic control are explored below.

Canadian Bilateral Foreign Aid-pRatio of Caribbean Imports to World Imports(ll)
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Canadian Bilateral Foreign 'Aid -)Arrlount of Caribbean Animal Imports(la)
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In the comparison of foreign aid and the import ratio, the slope s
5.13835 x 10-[‘, Pearson's r is .334 and r2 is .112, wﬁich shows a slightly
positive relationship with only 11% of the variation .held i’ common between the
two. F is only 2.512, which means that there is a greater than 5% risk that this
relationship could be found in thé whole popu}é\tion. The comparison between
Canadian bilateral foreign aid and animal. imports' shou;s a strong positive
-relationship, which supports the hypothesis that \Canadian bilateral foreign c:Lid
decreases the amount of national/regional economic control. The slope is
17.77846, Pearson's r is .505 érimd r2 is .255, which means that 25.5% of the
variation in animal imports is 'explicable by the variatio;'l in the amount of
Canadian imports. F is 6.864, which means that the risk of this relationship
showing up in the whole population is less than 5%. However, the slightly
positive relationship which appears in the comparison between Canadian
bilateral foreign aid and ihe export ratio appears to show a relationship which
‘refutes the hypothesis, because the measure of regional economic control
in}'freases as th;: level of bilateral foreign aid increases. The slope is 6.09 x
10"!‘, Pearson’s r is .643 and rz is .414, which means that 41% of the variation
in the export ratio can be explained by the variation in the amount of bilateral

Canadian foreign aid. F is 14,132, so the risk is less than 5% that this

11
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r'elaiionlship'would show up in the whole poﬁul_ation.

Part of this op[.nosi?ion can ,be explained by the fact that part oI:
Canac,la'sr bilateral aid program has involved import.ing' \live animals for stock
improvement’ programs in the Caribbean, so an increase in ‘the amount of aid
wouldl necessarily corres'po}l'[a with an increase in the amou-nt of animal imports.
It is necessary to con‘cludt;.:_frdm these éonflicting results that the best possible
indicators of. natiqnal/i'egional ec':onomic control have not been chosen, or that

in some sectors, natlonal/regwnal economic control has increased, but the 1eve1-
of national/regional control over agnculture has tlecreaSed. Further study w111
be necessary in ordér to determine more suitable measures of national/regional
‘economic control and to determine if -agﬁculture is an isolated case of declining
@onal{ragional confrol while control is.increasing over other parts of the
Commonweei]th Caribbean ecoﬁomy. -

The weak relationships between bilateral Canadian fofeign aid, Canadian
business involvément and natiohé]/regional economic contrel indicate that t.hel‘.'e
may be more rglétionshipg than origfnally _postulated acting on the moziel. It is
possible that the amount ‘,of Canadian exports may be aidff;ir.mg as an intervening
variable in a irmltivaz"isﬁ‘e relationship. It is also possible that another Qar.'i.able,
n;t accounted for in the hypothe51s. is ac:tmg on th&model. These possiblities
will be explored later in the chapter. ' : , .

» The fmal direct relationship to be explored is that between Canad1an
NGO aid and the three .ﬁf)easures of nanonal/reglonal economic control Given
the small size of thé NGO aid program compared to the bilateral aid prograirﬂ.
and the faci that the .nfbdel postulates opposing relationships, statistically
significant relationships are not expected to appe'ar'l:;théen‘;Canddian NGO aid

' ‘s

and’ the three measures of ‘na.tiona]/regional economic control. j‘levertheless‘,
. g ) ‘ ’ . .

—théy must be explored, if only to confirm that there are no statistically -
' L]

=~
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The slope is .84141, Pearéon's ¢ is .515 and r2 is .265 for NGO aid
compared to tﬁe fmport ratio. In this case, there is a moderately positive
relationship with 26.5% of the variation in the import ratio held in common with
the variation in the NGO aid ratio. There is a less than 5% chance of error that
this relationship could be found in the whole_ populat.iotn as F equals 5.406.' The
‘slope for NGO aid and the export ratio is .90808, Peat.;son's r is .304 and _r2 is
.092. There is a r;loderately posiﬁVe relationship but the amount of 'deviation
from the slope line means that only 9% of the d\ependent variable is explicable
_ Sy the independent variable. F is 1.527 which means tl;at .there is a greater
than 5% risk_ this —Fr._:glationship would be found in the whole population. The
relationship between NGO aid and animal imports has a slope of 26,534,
. ‘P.earson's_‘r of .156 and 1;2 of .024. This slope is al_most vertiéa_l-, indicating that
‘ there ié probably no. measurable relationship between the two variables.
Hoﬁe\}gr, like the case of the very small slopes. {(above), this is the result of
.L_lsing. two variables Iwh‘u:h are measured in different ways (% to '000 $). In order
to measure these variables .in a more meaningful way, it will be necessary to
find more similar measurement systems. There-is considerable variation from the
slope line, so only 2% of the variation in animal imports is expiicable by the
variation in NGO aid. F is .37Z, which means that there is’a greater than 5%
possibility that this relationship Y.rould be foun& in the whole population.
. The variables explored in this chépter show almost no ste;tistically
. significant relationship. This is partly b.ecause Canadian aid and business have a
relatively smal_ll influence on ihe Caribbean economy, due to their small size in
comparison to the aid programs and busines$ involvement of other nations
{particularly the United States and Great Britain). This points out a major

problem for evaluating Canadian aid programs; if no s'i&nificant relationships can

. be shown to existebetween Canadian aid and development, shown here _kas
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national/regional economic control, in the Caribbean, where the Canadian aid
program is reiatively laréer than in-any other fegion: how can the effectiveness
of Canada's aid programs be evaluated?

B .
The statistical analysis, while inconclusive at this stage, must still be

]

considered ‘important, since case studies alone can be deceiving in that they can

(17)

give a disproportionately large significance to a given input. For example, a

case study can show the effectiveness of NGO assistance to farmers'

1

co-operatives resulting in reduced reliance on food imports for a certain
neighborhood. However, if it is not also shown that the effect of NGO
assistance on the whole economy is relatively small, through the use of a

statistical analysis, then the effectiveness of the NGO aid could be
. . :
exaggerated.

Although the statistical analysis has not provided clear direct causal
relationships, it does pgint out some possible ?nodifications to the model. First,
the importance of pressure groups, which because of their formalized links with
.CIDA are in a position to influence the formulanon of Canadian aid policy, has
been demonstrated in the quahtatwe chscussxon of how aid policy is established,
although the amount and direction of the influence have not been quantitatively
established. If the influence of pressure groups can be_studied using a metric
measurement, in order to statisticall§ verify Ehe pattern which appeared in the

»

qualitative analysis of*Chapter‘Two, it should be an intervening variable in the
model. The intervening variable would operate in such a way that if the
pressure groups favoured business involvement, then the level of business
involvement would rise, no matter what the official aid policy. In the same way,
if pressure group;s were to support r?duced business involv;amen‘t and increased
NGO aid, the level' of NGO aid would increase while the level of business

involvement drops.

Ll
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Aid. policy should be t:onsidered as a separate varia%'om bilateral aid
and NGO aid actually given because the amounts and distribution of aid
proposed in CIDA's official policy is someiimes quite different from the aid
actually given (this is made clear in CIDA's policy statements which advo;:ate'
changes in the type of aid without signifiéang}y changing the amount g;iven.(ls)

The regional.iza.tion efforts of the Commonwealth Caribbean nations,
discussed in Chaptir Three, were made in order to increase national/regioﬁal
economic contrgl. Therefore, regignaliza.tion efforts by the Commonwealth
Caribbean nations should be added to the model as an intervening variable
between both forms of a.id and business involvement, and national/regional
economic control, because when regionalization efforts are divided into high and
low (‘measured by ne;v treaties signed or renewed efforts to uphold CARICOM
and other regidnal programs}, then it is possible to see that, in some cases, the
apparent previous lack of relationship between the independent and dependent
variables divides itself into two opposing relationships. Based on the historical
study of C‘hapter Three, the following years are considered to have high levels
of regionalization efforts; 1960, 1961, 1968, 1969, 1970, 1971, 1972, 1973, 1974,
197St 1976, 1977. All other ye;ars are considered to have low levels of
regionalization efforts. Wher; regionalization efforts are high, then national
economic control is also high, but when reéionalization efforts are low, then
néitional economic contrel is also low. A metric measure for regionalization
efforts kwould have to be developed in “order to definitely establish a clear

direct relationship between it and national/regional economic control.
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Business Involvement — National/regional Economic Control, Controlling for

between regional exports and world exports in the Commonw€alth Caribbean,
the slope is 9.273 x 1072, r is .27314, r” ig .07460 and F is .80619.

There is a slightly positive relationshi'f).Bith only 7% of the variation in the
;export ratio explicable by the variation in the amount of Canadidn exports. In
all three cases, the size of F indicates that there is a greater than 5%

probability of this relationship occurring in the whole population; therefore, the

relationship is not statistically significant. The expected relationship would have

<
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. In the comparison of Canadian exports to the Commenwealth Caribbean
to the ratio of regional imports to world imports, when regionalization efforts
are high, the slope is 7.57 x 10-5, Pearson's r is .3221, r2 is.10375, and F is
1.1576. There is a slight positive relationship, with 10% of the variation in the
import ratio explicable by the variation in Canadian eTp’érts. -In the comparison
of Canadtan exports to animal imports, the slope is 2.79, r is .4429, r2 is .19617
amd F is 2.440367. There is a positive relatipnship, with 19% of the variation in
animal imports explicable by the variation in Canadian exports. in the
comparison of Canadian exports to the Commonwealth Caribbean with the ratio
e

e



been positive between Canadian exports and animal impofts, .and negative
between Canadian exports and the other two ﬁeasmes of national/regional
economic control.

In the comparison of Canadian exports to the Comn}onwealth Caribbean
to the ratio of regional imports to world imports, when regionalization efforts

2 is .19339 and F is

are low, the slope is 5.728 x 10‘5. Pearson's r is .4376, r
2.1578. .lThere is a slightly positive relationship, \;\rith 19% of the variation in the
import ratio explicable by the "‘:‘i'frariation‘ in Canadian exports. The F value
indicates that this relationship has a greater than 5% probability of being found
'in the whole population; therefore, it is not considered to be stétisticaliy
significant. The comparison between Canadian exports and animal imp'ortsr, u{hen
regionalization efforts are low, shows a slope of 1.8944, and r value of .89777,
r? of 80600 and‘ F of 37.38897. There is a strong positive correlation, with 81%
of the ‘variation in animal exports explicable by the variation in Canadian
exports., The F value indicates that there is less than 5% probability that this
.relationship would‘ occur in the whole population; therefore, this must be
considered a statistically significant relationship. The relationship between
Canadian exports to the Commonwealth Caribbean uand the ratio between

5, r of .67489, r2

regional exports and world exports has a ;510pe of 6.675 x 10~
of .45547 and F of :7.5282. This is a slightly positive relationship, with most
points being near the slope line so 45% of the variation in the export ratio
explicable by the variation in Fanadian exports. The F value im;lica.tes that
there is a less than 5% chance that this relationship would be found in the
whole population. It was expectéd that when fegionalizé.tion efforts are low, the

relationship between Canadian exports and animal imports would be inverse,

while between Canadian exports and the two import ratios it would be positive.

.
. ) .
i
( .
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Bilateral Aid —> National/regional Economic Control, Controlling for -
Regionalization Efforts(zn .-
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In the comparison between Canadian bilateral aid and the ratio of
regional imports to world imports, when regionalization efforts are high, the
slope is 4.6 x 1074, ris 13529, r? is .01830 and F is .i67‘95. There is a siight
positive relationship, with 2% of the variation in £he import ratio explicable by
the variation in bilateral aid. The F value indicates that there is a greater than
5% probability of.this relationship occurring’in the whole population; therefore,
it is not considered statistically significant. In the comparison between
Canadian bilateral aid and the amount of animal imports, the slope is 17.23, r is
.2997, rz is .0898 and F is .8883. This is a potentially strong relationship, but
sinc there is considerable deviation from the slope line, with only 9% of the
va.riatigil in animal imports is explicable by the variation in bilateral aid. In the
comparison between bilateral aid and the ratio of Caribbean exlports to world
expots, the slope is 5.76 x 10_4, r is .50669, r2 is .2567 and F is 3.108. This is a
slightly positive relationship, with 11ttle deviation from the sliope line, so 26% of

the variation in the export ratio exphcable by the variation in b11atera1 aid. The

F value indicates that there is greater ‘n 5% probability that this relationship

&



would be found in the whole population; therefore, thii relationship is not
statistically significant. It was expected'that the relationship between bilateral
aid and the {mport and export r;'atios would be inverse, while the rxeﬂlftionship
between bilateral aid and animal imports would be positive, .

In the ‘comparison between Canadian bilateral aid and th -ratib‘ of
regional imports to world imports. when -regionalization efforts are low, the
slope is 6.05 x10~ 4
positive relati&néhx(p, with little devxatmhrom the slopg line so 33% of the
variation of the import ratio is explicable by the variation in the level of
bilateral aid. The F value indicafes that there is less than 5% probability that
this relationship would appear in the whole population; therefore this
relationship is statistically significant, In the comparison bétween bilateral aid
ar_ldlanimal imports when regioﬁali}_ation efforts are low, the slope is 20.19, r is
-.807, rz_is .65129 and F is 16.81. There is a strong positive relationship.' with

- .

65% of the variation in animal imports explicable by the variation in Canadian
bilateral aid_.. F indicates that there is less thah 5% probability that this
r.'elati’onship would be found in the whole population; therefore it must be
~ considered to l_ae statistically significant. In the comparison between bilateral

aid and the ratio of regional exports to world -exports, the slope is 6.71 x 10_4.

ris .80274, r° is .64439 and F is 16.309. There is p slightly positive correlation,
with little deviation from the slope lihe so 64% fMtion in the exp‘ort
ratio is explicable by the vaﬂatién' in bilateral aid. The F value indicates that
there is less than 5% r.grcabalnhty that this relatmnsmp would occur in the whole
population; theref.ore it must be\cons1dered statistically significant. It was
expected that the rert,ationshlp between bilateral aid and the 1mpor:t and export

) ratios would be positive, while the relationship between bilateral aid and animal

imports would be inverse, The results of the. bilateral aid/animal imports

S is 57586, 2 is .33162 and F is 4.4654. There is a sli.ghtlyl
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relationship can be partly explained by the fact that much of the bilateral aid

given in the Commonwealth Caribbean has been in the form of live animals.

Further consideration must be given to finding a more appr;:priate measure of

fational/regional, &conomic control for this case.

Canadian NGO AT —»Three Measures of National/regional Econopic Conirol,

. . . 22
Controlling for Regmnagzatlon Efforts( ) *
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In the comparison between NGO aid and the ratio of regional imports to world
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imports, when regionalization efforts are high, the slope is 1.0980, r is .14373,

% is ,02659 and F is .16876. This is a positive relationship with only 3% of the

variation in ftﬁe import ratio explicable by the variation in the level ef NGO

aid. The F value indicates that there is greater than 5% probability df this

>

relationship .occurring in the whole population. The comparison between NGO aid -

.and adimal imports has a slope of 18,811, r of .8268993, r? of .68376 and F of

6.486536. There is a strong positive relationship, wi}h 68% of the variation in

. animal imports explicable by the variation in NGO aid. F indicates that there is

less than 5% probability of this relationship’ appearing in the whole population;

therefore this relationship is statisically significan‘t.' In the comparison between
. ;

NGO aid and the ratio of regional exports to world exports, the slope is 1.2697,

r is .31635, r2 is .10008 and F is .é8969. There is a positive relationship with



32% of the variation in the export ratio explicable by the variation in' NGO aid. |

Th F value indicates that there is- greater than 5% probability of this
relationship appearing in the whole population. It was expected that there would
be a positive relatioriship between NGO aid and the import and export ratios
and an inverse relationship between NGO aid and animal imports.

In the compérison between NGO aid and the ratio of regional imports to
world imports when regionalization efforts are low, the slope is 1.909798, r is
.14373, r2 is 02066 and F is .16876, There is a po.sitive relationship, with
considerable deviation from the slope line, so only 2% of the variation in the
import ratio is explicable by the variation in NGO aid. The F value indicates
i:_hat there is a greater than 5% probability of this relationship appearing in the
whole population. In the comparison between NGO aid and the amount of animal

- ’

imborts, the slope is 20,924, r is .6497, r2 is .422) and F is 3.65'21'7. There is a

strong positive correlation, and 42% of the variation in animal impgrts is

explicable be 'the variation in NGO aid. However, the F value is low, i dicati‘g

that there is greater than 5% probability that this relationship would appear in
the whole population; therefore, it is™hot statistically significant. In the

comparison between NGO aid and the ratio of regional exports to world exports
. : 9

when regionalization efforts are low, the slope is .633848, r is 67667, r” is

45788 and F is 2.5339. This is a moderately strong relationship with 46% of the

variation in the export ratio explicable by the variation in the NGO aid ratio. .

However, the F value indicates that there is a greater than 5% probability that

. A
this relationship would be found in the wholé population; therefore, this
relationship is not stat{sically significant.
The results of statistical tests on the model indicate t‘}rﬁt it could be

modified to include some new inputs, as outlined below. However, the model

should not be permanentlyxchanged until after the case studies are examined.

X -1
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The statistical analysis can only indicate possible relationships; there are too
many ways to read statistical evidence to use it alone as the basis for

modifying the model. ‘

INFLUENCE . EFFORTS

-

PREBSURE GROUP . REGIONALIZATION R /

CANADIAN FOREIGN
HUSINESS INVOLVEMENT

CANADIAN (+) ~ N\ () )
FOREIGN J (+) BIL AlD . NATIONAL /REGIONAL

—gp-
AD - = ECON CONTROL
POLICY (+)\__NGC AID f{(+)

Controlling for regionalization efforts hﬂ made the relationships
between the vatjiables somewhat clearer, but they are 'still not very strong. The
bossibly causal relationships might bé strengthened ii’ the vaﬁabies which
clearly do not fit the general trend of the scattergram were examined closely
to determine the reasons why they did not fall within the general bounds of the
scattergram. One possible reason for deviation is inaccurate data. Therefpre,

(w
the deviant variables should be re-examined to ensure that the most accurate

possible data has been used. Most of the raw data used appeared to be /,.’;
rélatively good (it was generally consistent from one source to another, and
there was-littlg variation when the data was repeated,from year to year in the
same source), EI-Iowever, there was some variation and some information which
was missing for %ire years. If the data sources are basically aacurate. then by
adding more cases to éthe relationships studied, the effetts of the deviant

; . ,

,"gvar'lables would be minimized. In a future research project, this sgould be
attempted in order to confirm eitpe'r; #hat there are str?nger rgla.ltionships than
showr‘ in this study, ,or that there is in fact no statistically demonstrable causal

oW
relationship gmong the variables in the model.
. ) ‘



i s
. ~
£E°0T 06591 T 92°9L 0E9TT 119z £5°1T 2661
LM E6Y8T [T 44 B95¥5T LE9 (]
58 9BEPL gg-11 TTe0T £5506Z [T 086
|24 3 B61LE 111 [ 2453 L189FZ ST L 6L6
50 & 99080 190 [14:1¢4 ¥8523% 6oL 861
147 95E9 168 ozey L¥B552 69 L LL6T
iL'n T 3079 [Iild 96260E 05 L L6
LT ] (L 72°% git SOrelt 14 I
6L 6L8% “69°g T18EL ESTOLE 08’9 PLE]
(ot ¥5956 [TH (L1 5059L . [Xa4 ti6Y |
[T 0658 1Z2°F GOTEY 00arse TF 39 L6
e - 36868 1E°Q 0688 [ 1E5127 D 00°g 1L6T
g £g6L6 0L 12402 680861 LY . Di6l
L84 ere 09°2 (1144 otZiel (9°F¥ 6961
19 L6V LD T [} [14k) [\ ] b
1] CLVEDT Tt 0otL BS2EL 00 ¥ 1
(208 . L¥I66 TR - L [906L 95'¢ A
s, - 190%6 0 T~ 13t IPZSLY 83°€ S5¢
(181 . 62L98 - 0 T~ 9962 YOESLT . £0 ¥ [IT
S 9601L o 17 < BSSE GLEES (3 ¥ €961
'y FOE] 0 ' — L4 Lt6LIS 90" 5 L96
f57s. T¥9L9 - n |/ 796t 05 iy 96
0L " L0619 ] : N [1{1] DERZET 0z°s 096
) [$ HD 13 HOD . )
(s} TL6T 000,) yeoqqtied “{y) PV 1L6T 000, aaqTae | [4 W@ TLeT) uwagqlied | (v) s10dI
s3zody3 prios 01 s1odx |yiresmuammo) 01 s32ode3 | uripeuwd TRIOL 01 yafeanuamond 03 43I TRIMUCTIOD PYIoM 03 Eyloda]
UesQQlIv)-127UL JoO olley URIpRUR) JO Juncuy Pty Con 3o ojiwy | PYY 10133¢118 uRipeue) 01 g1jods] {emjuy | YPPWATIR0 jo oniwd avag

Fa)

STsA{euy ([e014511e3§ Ut posn ered




1y

2

3)

.4)

. 5)

6)

7)

8)

10)

11).

12)
13)
14)

157

16)

i

’

ENDNOTES ~ CHAPTER FOUR

CIDA, Mandate and Objectives, p. 5.

Volker Bornschier and Christopher Chase-Dunn, Transnational

Corporations and Underdevelopment (New York: Praeger, 1985) chapter

_EP——TR_—

-5, Sanjaya Lall and Paul Streeten, Foreign Investment, Transnationals

and Developing Countries (London: Macmillan, 1977) chapter 7-10, and

Raymond Vernon, 'Multinatienal Enterprises in Developing Countries:

Issues in Dependency and Interdependence"”, in David Apter and Louis

Goodman, eds., The Multinational Corporation and Social Change (Ne
" York: Praeger, 1976) pp. 40-62. .~ ‘1

E. Terrence Jones, Conducting Political Research (New York: Harperk'

& Row, 1984) p. 128.

Ibid., p. 128.

Ibid., p. 173

See Table A2.4, “Distributior_x of F", in Condixc:ting Political Research
for some samples of what the F-Distribution must exceed in order for the
_risk to be equal or less than a given % error.

" CIDA, Annual Report (Gttawar~Supply and S\Eﬁg{ées, all years from

1966~1983); IMF, Direction of Trade Statistics

earbook (Washington:

90

International Monetary Fund, all years~from 1960-1983} and Geographical
Distribution of Financial Flows to Developing Countries (all years from -

1960-1983).

{

Direction of Trade Statistics Yearbook I(all years from 1960-1983).

Ibid. -

Ibid.

{

‘CIDA, Annual Report (all years from 1966 to 1983); Direction of

Trade Statistics Yearbook (all years from 1966 to 1983).

Ibid.
Ibid.
Ibid.
Ibid.

Ibid.

~

A

-+ . w :
See, for example, T. Biersteker, Distortion or Development?

(Cambridge: MIT Press, 1978) and P. Stevenson "External Economic
Variables Influencing the Fconomic Growth Rate of Seven Major Latin
American Nations". Canadian Review of Sociology and Anthropology 9

(1972) 4.

[



18)

19)

20)

21)

91

External Affairs, “International Development” Foreign Policy for
Canadians (Ottawa: Information Canada, 1970); CIDA, Strategy for

International Development Coopeération 1975-1980 (Ottawa: Supply and

Services, 1975); CIDA, Foreign Policy Objectives (Ottawa: Supply &

Services, 1984)

—

Direction of Trade Statistics Yearbook (all years from 1960-1983).

CIDA, Annual Report (all years from 1966-1983); Direction of Trade

Statistics Yearbook (all years from 1966 to. 1983). .
Ibid. - | |

o~

v



o

4

CHA‘E"TER FIVE - QUALITATIVE ANALYSIS S

Through the exposition of. case studies of bbtl:l Canadian bilatéral.and

NGO aid programs, this chapter will show tfxe rClativ'e effectiveness of: projects
in meeting the recipient countries' goals for developmént ‘through national
- L eco_no;ﬁic control. ;\ppendix 2 and Appendix 3 at the end of this chapter displa‘y'
‘all the Canadian.bilateral\ aid projects oriented toward ag:z'iculture in the -
Commonwealth -Cmﬁbean from 1958 to 1983 and NGO agricultural projects from
1972 to 1_9?6. The second listG is incoltpplete because of tt;e unavailability of

‘ recgrds for early years 'and for all NGOs.

g A major area of eéncem for the Caribbean governments, as we saw in
Chapter Threé, :ats.‘well' as the CIDA bifateral 'program and the NGOs has been
nutritional levels. Although there is little hunger;, many ar'e. malnourished due to

a lack of protein and vegetables. he bﬁ?teral agricultural programs have

therefore concentrated on increasing the level of protein consumption through

. improving and .increasing the amount pof livestock and improving and increasing

" the lécall“; food sources for livestock. The bﬂ%'g ral program has also sought to

improve the quality and quantity of foods fqr export (tropical fruits,' cocoa,
‘ spices), thereby Broadeni}'lg the spectr.:um of exports and reducing ;iependence on
"a single export product. AgFicultural produc‘t'ivity and income can also be
improved indirectly, because they 'depend significantly on infrastructure,
including feeder ‘roads and other transport and marketing facilities; on c.r-.-edit .
and extensipn services; and on educétion and reseérch programs relevant to fhe

(1)

needs of the region's farmers' As can be seen in Appendix 2, Canada's

&

offical bilateral aid projects have atteinpted to meet the.needs of Caribbean

farmers in all these areas. s

Canadian NGOs have also provided assistance in all these areas, but ha've



concentrated on the. educa;.tion ,.and extension se.rvicéls which are particularly -
important to the small farmers, who are among the poorest éroups in the ,
Caribbean. Appendix 3 shows some of the NGOs w};ﬁch Mave or had agrlcultural
projects in the Caribbean, and what type of aid was given, Currently, one of *

-

the most _important aSpects of NGO work "in  the Canbbean is
ins£itution—l;.uﬂding.(2) The-NGOs responded to the problem of malnourishiment by -
aiding projeéts which concentrated on increasing the production of small animals .
and vegetables for local .consumption through co-operatives, and by involving (
previously underempl'oxed or unemployed peo.ple in farming.

Before beginniﬁg'the case studies; it was necessary 1o sufvey and
categorize all- the projects in order fq. choose case studies which could be
considered r'epresentai'i:\:;; The proje\éfé were categorized depending on their
location, whether they were designgd to i‘mprove export-oriented agriculture o:.’
local sélf sufficiency, whethér they depended on direct 'inputg from Canada
(aside from monétary assistance), whether they were designed to reduce

' dépendence on imported inputs, and whether they appeared to be successful in
reducing dependence on imported inputs (this was determined by the project
sponsor's evaluation). Pro‘je'cts which were among the' majority in each of the
categories were considered to be represgntative.' The sourdes for most of the
) ‘information in this chapter were projject files, project summaries é.nd. e\..raluations
made by the CIDA departments and NGOs involved, supplemented by inierviews -
with the project officers who supervised them, vlrhere possible.
of tiie -38 bilateral aid projects surveyed, 20 were in the four largest
and most developed Caribbean countries. 15 of the projects 'we;'e deéigned to
irﬁ'prove export-oriented agriculture, 10 relied on direct in-pu;s‘from Canada, .
although 1% were designed to reducel ;iependence on imported’ im;)uté l(Canadian

inputs were not discussed in the remaining 13 projects). Of the projects.
. [ k:

o
i
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"<:lesigned to reduce dependence on foreign inpﬁts, 'Qpiy 5 appeared to have been
Gcomple‘tely successful. Of the NGO projeets;- 19._ out of 3§ were’in the eight
. smallest and poorest countries, 3 were designed to fmprove export—oriented

agriculture, but one of these was aimed both at improving a crop which was not

-

currently being cared for, although the plantation already, isted, and

producing gérden vegetables. while another was designed to use waste
improve the value of the crop. 33'of the projects were designed t&" reduce

: dependence on 1mported inputs. 25 of the projects deslgned to reduce

dependerice on imported inputs were considered by thEI;? sponsors to have been
\7‘\1 | successful, J werJ not clear as to whether they were cons1cler'ec1s successful or
. not, and 5 were unsuccessful (4 of these were in Grenada during’the politlcil
'ugheaval of the early 1980's). . S
The Sl'nsvey of all agricultural projects revealed that although they all
had stated goals of increasing incomes, CIDA bilateral projects were more
concerned witb inci‘easing the overall income of the business and nation,
assuming a "trickie down" effeet to the employees of the firm ix_wolved in the
praject. In contraeiistinction. the NGO projects directly affected the smail
. farmers and u_nemployelc} labourers: ;ofho are the people with the lowest incomes
in the country. While éIDA, by relying on "trickle down", aﬂpears to support the
current status quo of trade patternms, the NGO projects are designed to reverse
‘those trade patterns by reducing the 1eve1 of food imports and increasing the .
amount of processed goods available for both export and local consumption.
One of the most important development priorities of CIDA for several’
years was improving the sugar 'industry in Barbados. Eight projects were |
undertaken to improve the efficiency of the sugar mills, and at the same time,

develop alternate uses for sugar byproducts. These projects fall into the

" representative category for bilateral projects; therefore, they have been chosen



L

the bilateral aid case study. In the same way, co-operative farming projects

were chosen as representgtive of the ‘NGO aid program.

BILATERAL AID PROJECTS

" The Canadian bilateral a1d programs to the Commonwealth Caribbean
have coﬂc;ntrated on four main areas since they bégf_tﬂ in 1958: transportation, -
education, water and agriculture. Until the early 1970's, infrastructure such as
rdads, bridges, airports, ports,”school buildings and sewage systems were the
main priority. Of these, roads and bridges were most important for rural
agriculture, while port famhnes encouraged exports and 1mportL\both within the
region and with the rest ;} the world, Some regional agricultural exchange was
encour;'qged by the provision of two Canadian freighters, bu ‘j"_tnhey were costly
and were designed for human as well as agricultural product tra;15porfation. The
remaining. ‘aid projects appear to have been mainly designed to encourage
industrial development and tourism in the ¢ities, with some export-oriented
agriculture development. The emphasis was on developing the productive sectors
of the economy. |

Between 1958 and 1983, agricultural bilateral aid to the Commonwealth
Caribbean was concentrated into capital and technical assistance. Capital
assistan_ce was usually in the form of specific products, such as cattle, fertilizer
or eqtﬁpment, althoﬁgh there were élT. least .tw‘o cases where the aid was in the
form of a line of credit (Guyana 1978-79 and Jamaica 1980-81). Technical
assistance was generally limited to stullies and assistance to research facilities
such as the University of the West Indies and the Windward Island Banana
Growers Association (WINBAN). Thére appears to have been little assistance
chrectly to farmers, although there were two projects designed to benefit
fishermen (Belize f1shermen went to Nova Scotia for training 1978-82, Guyana

fishermen trained in small engine repair 1985).
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Rural development became a priority within Canada's aid program in the
mid 1970's, when the focus of of CIDA‘e official development policy shifted
from infraet:ucture and capital assistance to the satisfaction of basic needs and
emphasis on ;:'ural development. Some of the most important agriculture projects
were a. fwe-year assistance program of the facul%y of agriculture at the
University of West Ind1es, ‘rehabilitation programs for the coconut mdustry in
Dominica and the cocoa industry in Grenada, and the Agnculturel Development
Fund, which was funded equally by CIDA and the C_aribbean Development Bank. |
The aid projects which can be most closely ‘linked with the Caribbean's own
development plans, as articulated in the Regional Food Plan are the dairy
breeding assistance program in Guyana, Trinided and Barbados, development of
liveseock feed*from comfith (the inner core of sugar cane), and a large projecf
in co-operation with Nova Scotie'S‘ Department of Fisheries which trains
fishermen from Belize. |

Alt‘hough one of the stated goals of the bilateral aid program is to
reduce agricultural dependence, many of the projects have been designed to
improve and expand export-oriented agriculture (Grenada and Dommlc? cocoa
industry 1981-82, Windward Islands banana mdustry 1967-78, Dominica grapefruit
processing 1973-74). Even those projects wh1ch appeared on the surface to-
reduce dependence on food imponts have not had the predicted results. One
series of projects which appeared to have great potential when it began, but
which subsequentlg;i became one of CIDA's largest failures in the Caribbean, was
the series of sugarcane separation projects from 1970 to 198l. These _ﬁ_rojects
involved studies on the feasibility gf using ‘separated sugarcane as a substitute
for imported animal'feeds, the installation of a cane separator, and tests on the ~
feasibility of using cane fibre to make panel boal‘d and structural lumber. |

i

The need for sugarcane separation technology appeared when
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commedities prices began to fall. As the price of sugar dropped, it became less
and less cost-effective o grow cane. However, the structures (trained workers, .
trade connection's etc.) and processing facilities were already in place for.
sugarcane. Therefore, it seemed sensible to find a use f0[“ the byproducts of
sugar making, which might help raise the v;ﬂue of the cane. 1t also made sense
to use cane to produce animal feed instead of sugar, .when the money raised by
expor‘tmg sugar was not enough to cover the cost of imports, especially ammal
feed. Finally, new separator technology was becoming necessary because h1gh
fibre varieties of cane were being deﬁeloped in response to higher energy
prices. Waste material from the sugar processing (bagasse) could be used as an a
source of alternative energy (for example, it, 15 often used to fuel the sugar
mills). Although the higﬁ fibre cane ﬁas a higher biomass, or energy, potential,
it cannot be processed efficiently using the current technology. The difference
between conventional sugar processing and separator processing is 'fhat
conventional sugar processing “produces one primary product - sugar - with a

&, (3

number of by-products while the separator "opens the way for a combination

of main products such as sugar/particleboard, sugar/paper, particleboard/alcohol

(4)

and particleboard/animal feed." The advantages of combining sugar and

another process are higher mill capacity and smaller sucrose losses in thé waste

material, higher juice quality and higher boiling house recovery be;:auale of

lower. sucrose losses in molasses, There may also be savings in overhead

cost-sharing, and economies in steam and electrical power generation., These

economic benefits will vary from factory to factory, as they depend on the site
selected (transportation costs etc., which must also be considered when
measuring the benefits of sharing the mill site with at least one by-product

processing plant).

The sugarcane projects were successful in demonstrating that the

f
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principle of separation works. The separator was capable of handling various

grades of cane and extracting juice. Fibreboard was produced, perfobrmance

studies on tﬁe board were co’,nducted. and experimental houses using fibreboard

were built. However, the .suga.rcane technology projects were not accomplished

according to the original\plan. Insfead of a one year project, it stretched into

more than five years, subdivided into several projects. In the first series of

projects, which should 2;'\’19. had the sepafator working to capac:ity. only the

cleaning and billeting facility functioned according to plan, and even this has -
some problems because it cannot be used on mechanically harvested cane. The.
actual separator worked only intermittently and below capacity. The diffuser-.to

extract sugar from comfith {the inner core of sugar cane) also failed to work. In

the se;:ond series of projects, there was some development of the separation

process, inclu;:ling limited success in the operation of the separator under test

condions, and "extraction of juice _-from comfith, experimental production of

demonstration rindboard houses in Barbados, perfor:mahce studies | of rind

fibreboard and féas?bility studies of a fibreboard p;ant in Barbados".(S)

The projects were unsuccessful for a number of reasons. They were
begun using inaccurate assessments of the state of the technology as their
basis, the equipment used was not capable of perforlﬁing as promised, local
. éxperts were not brought in to the project until very late in the program, costs
escalated without adequat;-: controls, and at least one phase of the program

lacked coordination with local partners., Each of these problems will be

explained in more detail below. . : .

The state of the technology and equipment capabilities - Considerable
development work is necessary before the separator will be commercially
feasible. The most essential area of development is in cleaning and billeting

(cutting into pieces of the correct length) the cane. Currently, the cane must
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be cut manually and loaded by hand into the separator, because "(i) the
separator is fair more sensitive than conventional processes to extraneous
matter, particularly soil and rocks; (ii) billets of less than 6-inch length or those
(6)

not cleanly cut through cause jamming of ‘the separator”. The current
separater is sensitive enough to require that the cane has a preliminary cleaning
in the field, and a second cleaning at the plant. The extra cleaning and manual

cutting are essential, as they result in “higher :grinding' capacity, better

extraction and overall recovery as well as less wear of the equipment".(7) The

problem of the separator's sensitivity combined with inadéquate mechanical
p p Y q

cleaning and billeting facilitites is most acute in areas where the cane is
harvested mechanically, because often more than 10% of mechanically harvested
cane. is extraneous material (rocks etc.) and trast_l,‘{jeaves).

The second major area which needs worK is separator testing. The

/’separator has never run for more than seven hours in any twenty-four hour

period. It has never proven its ability to run continuously in a manner
comparable to conventiozﬂ equipment, so that it n;ay be considered for
commercial operations. Unfortunately, the se.pz:l.ral'.orJ was sold to ,several
countries before it wasl really ready for distribution. The problems enco&tered
there as:. well as in the Caribbean, in what was essentially a prototype
separator, followed by ‘the subsequent downtwmn in the amount of research
carried out in separator technology, indicates th;at the premature sales of the
new technology may have seriously hindered the acceptance of what might have
been a valuable tool in reducing Caribbean dependence on imports from

developed countries.

Costs of converting to the new technology - Once the cleaning and -+

separating facilities are improved, fibreboard, cattle feed and sugar productlon

can be considered. These applications of the separation facilities face both
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technical anci financial limitations. One problem is sugar in the rind. If the
‘sugar in the rind is recoverable by conventi;onal‘ means, then this represents a
c&st of prod;mtion. Experiments are continuing on ways to ‘remove' this sugar
using various met];nods. Another problem may be termites, They nest in the cane,
and may damage rindboard unless a suitable preservative is found. Financial
restrictions include the fact that the Barbados economy is very small, thepe are
short operatiné seasons and equipment costs rise proportionally béé;us they are '
not in use year-round, and high costs to remove sugar from thel rind and protect
the fibreboard. In the case of cattle feed, although t}'Ie costs of importing grain
are reduced, it‘.is still necessary to import vitamin and protein supplements
(some of which were not neeQed when grain was the primary feed).

The costs for the sugarcane separanon pro;ects was much higher than
‘originally anticipated. Thg original project was to have lasted cne year and cost
$1,600,000 in loans. Instead, it lasted from 1973 to q1977 and cost $1,569,000 in
loan funds and $534,000 in grants. Because the pr.oject did not meet its original ‘
goals, it became Phase I and a second phase was added in order to‘c'omplete the
development program, An orignal $900,000 was authorized t-o complete Phaselll,
and $920,000 was actually expended. One of the reasons for the extra costs and
poor results is that "unrealistic<objectives and plans’ were established by _C.IDAl

@ addition,

at the start of the project given the information at the time'.
when costs began to rise while objectives were not being met, there was little
in the way of evaluation or speqdmg controls, 'During the project, CIDA could
have paid more attention to contract administration and could have momtored

{(9)

and controlled the project more regularly.' The intent of the project was
outlined, but it did not include such specifics of the .operation as schedules of -
activities and completion dates, or a stucture of reporting and organizatﬁiori.‘

It is interesting to note that in spite of the efforts to introduce this

Y ‘v ,-\
v
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costly new technology, it did not appear to make ‘any real:difference. Only a ‘g

few model houses were built ;.rith rindboard, and experi"ments on cattle and

liyeStock showed that the benefits of feeding them seParafe;i cane were not
. .

sufficient to justify the costs involved. [The cattle grew as well or better on

. c;hopped_ cane. élDA's involvement with suarcane separation appeared to be over

after it spbnsored a conference‘on the technology in 1981, Howe‘ver, CIDA was

still working on sugarcane technology projects in 1987.

Coordination with local partners - The first stage of the sugar

separation projects d1d not appear to directly involve local experts and workers
until several years after the projects“began. When the prOJect was flrst
proposed, the advice of experﬂénced sugar processing experts was apparrently
not sought, and there was no suggested collaboration with representatives of
the Barbados sugar industry. The separator was designed and built by a
Canadian firm, Canadian Cane Equipment {(although there were already several
unnamea specialist manufacturers producing separation equipment), and the
consuItants used by CIDA 'to evaluate its feasibility and'mn the' operation in

. : p
Barbados were also Canadian. Canadian Cane Equipment became involved in
milling in Barbados when it was invited by the Barbadian Government to help
selec.:t a site for conversion from conventional milling to separation. As a result
of direct lobbying" by employees of CCE, the Goverﬁment of Barbados
approa.chéd CIDA for a long~term loan to insta;.ll a separator plant. When the
initial failure of the separator became apparent, R.G Fuller, a former employee
of CCE, was contracted along with Strapp consultants and Sandwell Engineering
{who prti:led the initial analysis underestimating the. amount of development
work still r.-equired before .the separator would be commercially feasible) to

make repairs and/or modifications to the separator plant. Fuller was eventually

transferred out of the project because he had been unable to establis"ﬁ an

1



acceptable vork relat1onsh1p with his Barbadian counterparts and was frequently

unavaﬂable when his duties were required. According to CIDA's own report, the ..

poor performance and Judgement by both the Canac?ian consultants and firms
were major reasons for the poor results in the first phase of the projects. (10)
The séparator ordered was not delivered; inSt?EEi' one w-ith a radically different
d.esign was sent and could not be returned. The consultants who sfudi;d the
separator’s abilities befor;e it was ordered produced reports wlith test results
using inaccurate inforrﬁhtiorrm, thus leading to unrealistic expect-étions of what
the equipment could do.. The test plant in Barbados was poorly designed by
Canadian 'consultants, anq the (faulty and poorly designed} eq;lipment

deteriorated rapidly. In 19?4 Canadian Cane Equipment, the suppliers of the

separator, went into voluntary liquidation. As a result, equipment defects could
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not be corrected and there were no maintenance or operating manuals or

drawings available.

These problems might havé: been at least partially avoided if local sugar
producers had béen consulted to offer their expertise. However, it was not until
four years after the projects began’ that local engineers were brought into the
project. Shortly after they were hired, the Canadian project manager was
transferred out of the project because he did not develop an acceptable working

‘relationship with his Barbadian counterparts and "'was also reported to be
frequently unavailable when hi; _project management duties were required".(ll)
From then unti]l the end of the first phase of the project, there were several
successful tests of the separator equipment and the project appeared to run
more smoothly.

A In addition to excluding the intended benefactor of the project, Barbados

Sugar Factories- Limited (BSF), which is whdlly owned by Barbadians, from the

decision making, CIDA erred in not determining what its own goals were. The
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Llpla.nds Sugar Factory, where the tests were conducted, was schedule;q;go,pe
" closed by BSF. Therefore, it had little interest in investing fux-'ther.' in the p;lent‘._
In addition, BSF agparently felt that scarce human resources were best used in
operational concerns, rather than a potentially costly: developmer\n project, as it
was in the.process of rationalizing its factories. Perhaps 'if CIDA's goals far
. development of the sugar industry had been more in line with BSF's own goals,
BSF would not have suffered from a lack of interest and negative attitude -
towards the project, and would have contributed more of its expertise, j:hus
eliminating some of the costly problems with equii:ment and design which '&d .
occur. In fact, CIDA's goal of essis.ting in the rationalization .of the "sugar
industry was not only not met, the project hindered the rationalization by
keeping the Uplands Sugar Fact_oﬁr open one year .longer; than 'hgfl be;:nl
scheduled. The Uplands Sugar Factory has now been closed for several years and
the separation equipment is in storege, awaiting further investment in tﬁi“s area
of agricultural research.
Finally, .al‘chough the cane separation experiments were not successful in
reducing dependence on imported lumber or cattle feed, and did not meet the
goals of the agricultural firms involved, they were i‘audable because they
matched the goals of the Barbados government. The govemmeht of Barbados
considers cane separation a means for potentlel dlversu‘icatwn in the sugar
industry, and has stated that it considers "separation development the number

12)

one priority in Canadian aid assistance".( This highlights one of the
difficulties of govemment—to-govemmen}_‘bilatefal assistance. Providing the
assistance requested by a host government is as Ir-nuéh a goal as is providing
sﬁecessful projects using appropriate techeology. When the host government

requests development assistance which is not appropriate (as in this case where

£
what was provided was not development assistance but experimental research),

e

[
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tﬁen a 'govemment development agency must ;‘uggle its goal pricrities.

The Barbados cane separation experifnents were not the only aid projects
which did not work according to plan because the technology introduced did not
' fit with what already existed. One of the most successful pllateral projects in .
terms of involving local people in a projegct designed to reduce dependence on “
food imports was the Arti;anal Fisher’iels Project in Guyana. 5Six _fishing
co—operatives’ were. provided with motors and equipment in order to upgrade
their fishing boats and improve the quality of their catch for local consun.lption.
The motors and repair equipment were delivered on time and within budget, but
none of the fishermen could repair them when the;\ broke - down. Eventually,
‘se;feral fishermen were brought to Canada and trained in motor repair at the
~ factory where the motors kiad been built. They have since returned to Guyana
where they have shared their skills with other fishermen. However, one problem
which still has not been resolved is that all replacemgn,t parts and more motors
muat still come from Canada. The supplier is Outboard Marine in Peterborough.
As previously stated in Chapter Two, tendering for contracts is not public, so
there is currently no way to judge whether the supplier influ\enced CIDA's
decision to procure the motors in Canada rather than support a local sTall
engine industry in Guyana. Further invesfigation is required to establish)fr;l:ther
the supplier, Outboarﬂ Marine, lobbied to have the contract in Canada rather
than have CIDA procufe the goods from a Caribbean firm, either directly, or
through the institutionalized links such as the CMA or CEA. It is not listed as
being on émy of the committees at either CMA or CEA, although it may be a
'rrlerr-lber (the full membership lists were not available). The project did nothing
toward establishing an indigenous motor boat building and repair facility in the

Caribbean region, where much transportation takes place by water, and the

-

basic problem of lack of loéal supplies still exists, When the fishermen's boats *

[
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break down, they are still dependent on Outboard, Marine for replacement parts.
Nevertheless, at least this project did involve local people in planning and
construction, more fish is being caught than before the project began, less fish

. TN ’ -
is wasted now that there are preservation facilities, and while some imports are
necessary, they may eventually be replaced by local mputs.(ls) However, not all
projects are this successful. The Artisanal Fishery Project is representative of
the bilateral projects studied in that it ‘was designed to assist one of the
poorest sectors of the popylation thréugh popular i)articipation and was
relatively successful because it met its own goal of involving local people in the
planning and construction of the fisheries, and did increase local incomes by |
reducing waste, although dependence on imported equipment continues, while,
the least successful projects, such. as the sugarcane separator case, were not
designed specifically to assist the poorest segments of the population, but
S rather assisted larger businesses which had little input into the project's design

and relied on- them to pass on increased income to their workers through a

"trickle down'' ‘effect.

NGO AID PROJECTS
3

Projects assisted by NGOs are more homogenous than those sponsored by

CIDA's bilateral program. All the projects in the Caribbean were carried out in '
co—operation with local NGOs, either a co-operative or farmer's union. The
diract beneficiaries were always farmers and under- or unemployed youths and
women. An important consider‘atio~n in approximately two thirds of the projects
was whether they were reproducible elsewhere. If a p;'oject is succéss:fully
\ reproduced elsewhere by the host country NGO without further assistance, then
Canadian NG{s achleved their goal of. helping the linderdeveloped country reach

self-suffi ency(‘u'). The majority of NGO projects studied were

~ carried out in the smallest, least-developed countries, as can be seen in the
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summary of NGO aid projects.
During the 1970's, the stated focus of CIDA’s official development policy

3
shifted from infrastructure and capital assistance to the"'satisfaction of basic

needs, partly through increased emphasis on rural devglopment".uS)‘

NGOs . -
received ‘more funding as a result of this official policy shift because, according
to the CCIC, "NGOs are crucial to this new strategy 8r the following r;easons:
~ NGOs are skilled at Adapting technologies to people and paying suitable
attention to the simpler' technoldgies, as well as the more comple.x ones; NGOs
are easily able to operate in rural settings,' anf becauée they stress the projec?
at the personal level are.able to take into account the social factprs“that so
often have brought to a disastrous conclusic.an.amblitious schemes for rural social
engineering; the approach of the NGOs is collaborative - fundamental to the{r
outlook is a spirit of- sharing experience and of mutual learning; NGOs can’
gauge the pulse of the society and express the felt needs_of the community; and
finally, NGOs are flexible . they do not lock vast resources into projects and
are therefore able to be instruments of experimentation and innovation".(ls)‘ In
adition, the emphasis on indigenous development/v\v‘éere support is given to local -
NGOs to run projects théms*elves, rather than sending Cana._dians to Tu.n the
project for them, means that the NGO-supportgd' projects become
self—supporting. According to Claudette Legault at OXEAM, this< method

encourages self-sufficiency and helps to ensure that projects will continue after

(17)

the Canadian aid component of the proj‘e.ct has stopped. The case study and
othet"} projects discussed below do indeed provide concrete evidence for
Legault's and the CCIC's claims.

One of the difficulties in studying NGO aid projects is that most
Canadian NGOs involved in foreign aid are rela‘tively young. Nqne of the NGOs

examined in the survey of aid projects had been active for the full 23 years
*
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covered by the study. In addiﬁion, Yhere armf\eyer written records of projects
before the late 1970's. Therefore, the case study chosen is late in the 'study

period, but it has many characteristics which make it representative, wheri

- compared to the to earlier projects. "As well, it has the advantage of having

more documentation than many earlier projects, which increases its value for
the purposes%of this study. |

© The case study chosen is the Caye En Bouc Farmers' Co-op in Dominica.
it is representative in that it ‘mvolveq séveréi NGOs on one of the smaller,
poorer islands, and was concerned primarily with establishing an agriculturally
self-sufficient projéct which aided the poorest of the poor and was reprgdﬁcible
elsewhere. OXFAM Canada, the Co-operative Union of Canada and CUSQ were
all involved in various 'pa.rts of the project., - Dominican NGOs which were
involved with the co-op included SPAT (Small Projects Assistance Team) and the

Banana Bunch {a group of formerly unemployed women which was not involved

in the planning or development of the Co-op but uses rejected bananas from this-

site for their own project of making several flavours of banana chips and
packaging and marketing them as a local substitute for imported snack foods).
There is always a risk a project will fail because the people involved
have a low level of skills needed, or because it is built around the enthusiasm
of one dynamic individual who gets the’ project going and then turns over

control to others who are less enthusiastic. This was often the case in early

e (18)

co-operative projects; 18 however, as both donor and recipient groups have
gained experience and skills, the quality of assistance has irriproved and there
are fewer failures, One of the reasons the Caye En Bouc co-operative was

su_ccessfhl was that its members were already farmers. The co-operative was set

'up in 1981 with 15 members who were previously plantation workers who had

small backyard plots of their own. The Dominican government gave former
/

107
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plantation land to local farmers who had previously: worked on the estate; as
' part of a land redistribution project.
The co-0pe1;ative farmers planned to increase the efficiency of their

farm by in'terc.;ropping‘banar'za‘s with the coconuts which were.alrea.ady' growing
there. They also planned to raise poultry for eggs and vegetables for;
distribution under the SPAT Farms to Market project (a marketing project
sponsored by OXFAM which has the ‘goal of impioving agricultural
self-sufficiency in the region by_’ setting up a food garketing and distribution
system to transport foods for local consurﬁption from island to island). The
combination of cash crops (banapas are the main export crop while coconuts are
used in the lérgest industry, scap making) with products for local consumption, '
and the development of a markéting system for small farmers.was intended to
provide a model and be a catalyst for other srhall farmers to set themselves up
in co-cperatives. It was also to be an example for youth, who form the majority
of the unemployed, because all of the co-operative's members were young
| iaverage age was 24 in 1983). |

| The Caye En Bouc co-operative was established in order to meet a need
for local foods. The Marigot area, where the co-operative is located, has
.traditionally provided the bulk of export crops since the 1950's. Wher'l the
estates, or blant\a.tions! in the area were sold to the Dominican government in
the 1970's, the land was divided into parcels of 10 acres or less for individual
farmers to grow bananas. Food for local consumption was not a priority until
the early 1980's. In Dominica, 15-20% of imports was for basic food items in the
early 1980's. By pooling machinery, inputs and expertise in democratically
elected cd-operatives, it w;as hofaed that dependence on iml;orted foods could be
reduced.(lg)

OXFAM Canélda began assisting the co—gberative in 1983. At that time,

\

\
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it had three objectives: 1) "To ‘develop an ‘economically viable co-op that will
combine the rehabi.litatmn of 45 acres of mtercropped ‘cash products with the

development of protem and witamin sources for local consurnp&on. 2) To
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effectively manage a’ co-op that will serve as-an” example to catalyse small’

w (20)

for small farmers in the area OXFAM Canada projected these goals would.

take three years to achieve and in order to meet them, undertock to raise
/
b

AN

$20,000. Of that money, $14,000 was to be used to buy a truck, $2,000 for tools
and $4,000 for vegetables, The funds wer:e provided by OXFAM ($2,500), Briti;h
Columbia Aid ($2,500) and CIDA ($15,000). '

When the co—operative'.was e}stablishs\:d. 75% of .its land was in‘ m.ature
coconut groves which had not beén regullarly harvested or maintained since
1979. The coconuts have been rehabilitated and intercropped with bananas
which are now sold as export crops. These eprrt crops are .differ‘ent from

export crops sold under a plantation system because both the bananas and

farmers and especiall’y youth to do, likewise. 3) To develop a mark_eting system

& ‘
coconuts are partly processed and packaged at the co-op before being sold, and

some of the bananas and all the coconuts are completely processed locally (for
banana chips and soap). Neither crop is sold directly f_rom the field to a
agr‘o—industr.'y‘ multinatior)fal. In addition, 5 acres have been planted with
vegetables. There is 1 acre each of tomatoes, ce‘l’bba.ge and carrots, and 1/2 acre
each of cucumber, sweetpepper, lettuce land‘celery. The vege;tables are
marketed locally, as well as through the Farm to Market project. The only part
of the project which was not successfuliy established was the poultry
preduction.

The Co-operative Union of Canada (CUC), another ‘?50, provided
assistance to the Caye En Bouc lco—operatlive in order to improve the existing

4
facilities and also to bring in new sources of income. The project was to
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provide funds for a water system and a water dryer from 1983-1987. A total of

$31,373 was provided for a water system and a copra dryer. The funds were
provided by CUC and the Government of Saskatchewan - ($3,565 eacljl), while
*CIDA provided $22,817. The remainder \‘«f'as provided  in labour by the
co-operative. The pump and watfer facilities wére nee.ded because they would

“"enhance vegetable pr.‘;iduction, banana processing (they must be washed prior to

.iboxing; tb.‘? group has a small boxing plant), and would open up the possibility of -

chicken/egg production. The coconut dryer would enable the group to sell copra
rather than simple nuts; the price is better, the demand steadier, and transport

w(21)
?

In 1983, the water tank had been built, the copra dryer was built and in

is simplified.

cp.eration, and the pipes to tran;'.port the water to the tank had been laid but
the diesel pu.rﬁp to move the water had not been delivered to thel co-op. ’I‘l}}s
meant that' the "expanded vegetable project was on hold eilthough the”plot had
been preparéd and fencing purchased. Thr-ee people were directly employed a;t
" the copra dryer and other local- farmers- had found an outlet for their coconuts
" by selling them to Caye Eﬁ_ Boue, which dried them. By 1985 the pump had
arrived but could ;ot be installed because it had to be set up on g-overnment
land and the co-op had difficulty getting approval. The approval was not given
unt11 1987, but in spite of the delays the co-operatwe had been amassing fixed
assets since 1984. 1t appears that the poultry facility was never built, because
there i§ no mention of it in the annual reports to CIDA, but in spite of this the
project was considered to be a success, especially because of its role as a
catalyst for other farmers. This co-operative has organized trainiﬁg sessions for
othe:i groups on co-operative management and financing, OXFAM's final

assessment concluded that the project was important to encourage Dominican

Farmers Union members that democratic, organized collectives can bring them
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many benefits,

While the interviews with NGO workers and the files on the projects
indicate that the Caye En Bouc co-operative was a succg.ssful venture, there; is
little specific evaluation of this or any of ithe other NGO projects. Even though
.

CIDA provides the largest proportion of funds for many NGO prc;jects, as was
i % "
“the case for Caye En Bouc, there is almost no reporting required to account for

how the funding was §p’é;t, except fot; agh short I_:eport at the end of the' project.
‘In contrast, the analysis both before and after é. bilateral project done by CIDA
seems to be excesﬁve, even -considgring that much ,more money is spent on
individual bilateral projects than is spent on the NGO aid program.
One potential criticism of NGOs is that 'there%e many people from
) differeni groﬁps all involved in different aspects of the same project, leading to
unneteséary duplications of effort and 'expenditure. Although the model
purport‘ed to describe the effects of aid én national/regional economic control,
réther than describe the relative efficigncy of aid channels, efficient use“of aid
resources is a potentially important variable \‘vhich could be .added to the
revised model {Chapter Fourj- if an appro‘griate statistical indicator is
established. Measuring t-he relative efficier’\py'j of aid channels is important
+ because aid policy is mac;e, at least'h/.f/faaf;;é. based on the poficy—makers'
perception of where they can get tHQJ ,rf;ost value for their aid dollar.
Traditionally, many small NGOs have been involved in small aid projects, rather
than concentrating their fur;ds in a few 1arge projects. Sometimes, more than
one NGO supports the same aid project. For example, there were at least three
Canadian NGOs involved in thé Caye en Bc;uc co-operative. However, the:;e isa
,great deal of co-operation ani.ong the NGOs, so that one officer will wvisit
potential o current aid site-s on behalf of several of the NGOs. In th\é case of

Caye En Bouc, there is no record of an NGO officer visit{ng ‘the site on behalf
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of several NGOs, but the funding was coordinated so that each NGO supported

one aspect of the project. In addition, a new trénd is appearing in which ofte )
NGO does all the administrative work and reporting to CIDA on behalf of

several groups, which only provide funding. This has been the case for the Farm

_to Market marketing and distribution prc;ject, which is too large for a single

NGO to fu_hd alone, but which is being administered through a singl.e group. In

contrast, several sugarcane projects were undertaken using the same resources

from CIDA, which meant that all aspec&ts of the planning could be easily °
coordinafed since only one group was involved. However, as the case of the cost |
~overruns and non-use of local experts on the sugarcane projects défonstrates, a

project is not necessarily more c_ost-efficient mereiy because it uses fewer

’ \\pmple from a single agency. “

In E;:nélusion, tr;e qualitative analysis of aid projects to the
Commonwealth Caribbean supports hypothesis 1, that Canadian bilateral foreign
aid has a negative effect on the the development of an underdeveloped country,
seen here as national/regional economiﬁ control, although further analysis is
necessafy in order to conclusively demonstrate that trade and foreignl
investment ties with the bilateral aid program (subhy‘pothesis 1.3) reduce:
national/regional economic control in the aid recipient country. The qualitative'y
analysis also supports hypothesis 2, that Canadian foreign aid disbursed through
NGOs has a positive effect on the level of an underdeveloped country, seen
here as the level of national/regional economic control. Subhypothesis 2.2 is
confirmed in both the survey of the kinds of NGO projects found in the
Commonwealth Caribbean, as well as in the case study. The case study has
further demonstrated tha;t NGOs may go beyond emphasisiné local inputs and
promoting processed exports, by enc‘ouraging%ntegrated economic activity which

encourages co-ordination among several sectors of the local economy, in order
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Country

1972-74

1976-77

1978-79 4

1980-~81

| _1982-63 1984-85

1586-87

Bominica

| CUC-banana boxing
plants

OXFam-pominica Farmers Union
agricultural reconstructien

Inter Pares-Dominica Farmets
Union agricultural reconstruction-
QXFAM =Laye en Bouc

OXFAM-agricul-
ftural development,
rural development

OXFAM ~ Farms to
MArKET .
CUSO, CuC—Caye en Bouc Parmers Co-op

I Inter Paces,

Parmers Co—op

OxFAM-Banana unch
(banana cnip maxking!}

(co 1987

Grenada

OXFAM=agriculture
rl-agri-
cultural

. devel

farming

education in schools

CDP-co-op—

o

OXFAM-seed 1ing centre (1982-1986)
OXPAM-Tivoli Adricultural Co-op (to 1965)

Quyana

OCI-agri=
cultural
devel.,
Scarboro
Poreign
Misslon
Socliety-

. education

agricultur ]

Jamaica

Cansave-
agricultural
centre fot
the deaf

OXFAM-
Roots Co—ap
Soclety

elphi

technology

OXFAM-IM develop-
ment cheesemaking
CuUC-Adelphi intermediate

Inter Pares-Scclal
Action Centre

Barbades

CUSO-aqgricult
tural volun-
teer

McGill U.-
peclogic
fisheries,
fighery research
equlpment,
marine resoulce
equipment

CUC-BAS (Barbado:
Society) suppor

s Agriculture
t project

CCI-agricultural
development

CUC-BAS support project

CUC-BAS focd
extension services.

dlstrlbut}on and

CUC-BAS Anglo-Nubian goat
., Btock improvement

Belize

OCI-agricultural
development
CUC-cagsava co-op

CUC- peanut producers

St.
Lucia

Match-rabbit
raising

exchanges

development

Inter Pares-

Windward Island
- Parmers Union

COCI-agricultural

CUC- Market Porecasting

St.
Vincent

Inter Pares
CUSO OXFAM
CO0DP CCI
Cdn NFU=-
farm recon-
struction
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, _ CHAPTER S1X — CONCLUSIONS

*

“This study set out to-' éstablish the links between official bilateral aid,
business and regional economic control and between NGO aid and reglonal._‘
economic control within the Canadian context. It was predicted that the links
established would show a positwe relauonsh1p between bilateral aid and business
involvement, and an 1nverse\ relatmnsfup between these. two variables and
regional economic control. It was also predicted that the nconneg:'tion between
NGO aid and regional economic .control would be’ positive, supporting the view ;
that the only realistic way_'for.' development (in this case considered to be both
material and psychological basic needs) to occur is through local efforts by the
people directly affécted at gaining cont-rol of their economy.

| The model purported to describe the effects of Canadian foreign aid and
Canadian trade and investment in the Commonwealth Caribbean has b‘een
partially validated through case studies of aid projects and qualitative analysis
of Canadian f-oreign aid -policy. Based on case studies and examination of i
official policy alone, it would appear that the critics are accurate in depicting
bilateral aid,. administered in cooperation with business, actually hindering
development efforts with NGO aid, which emphasizes local self-help efforts,
counteracting the effects of business and official aid, albeit only in a very
small way. The statistical analysis does not strengly reinforce the model, which
indicates that although the model has some explanatory power, the Canadian aid
progra.m must be examined together with other aid relationships and within the
context of the world economy.

Cancda's ‘foreign aid program has never been large enough to
conclusively determine either that aid is beneficial, as stated in mbdemist

theory, or harmful and counter to development, as stated in dependency theory.
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the statistical analysis was inconclusive, as the proportion of Canadian aid
compaéd to the ';otal amount of aid and the total economy of any'recipignt
country is too small to .bclearly demonstrate -;:.ausal relations between ‘the
variables. T,he‘r causal relationships propolSedl in the model were nof strong
enough to be‘considered statistically'significant.in most cases. In addition, the
control variaﬁles inserted into the model resulted in new relationships which
indicate that local efforts at economic reform through rgduction of de;pendence
on food imports fjld increase in fégional trade and cooperation are more
important to Thirﬂ WOrld developmgnt than aid éione. at least in countries
which are not suffering from severe shé;rtages of basic necessities, but oniy

some shortages and unequal distribution of resources.

-

Although the c:ase studies of bilateral and NG~'O aid show the effects of

various forms of aid on the regional economic control of the recipient countries,
'\

t—he incomplete lists and case studies of all aid -projects mean that significant
information could be misging. In addition, tMe penetration lof the recipient
e :

country's economy by multinational corperations based in the deonor country,
central to dependency theory','(l) was not | clearly in ev_'idencé in the
Canadian/Commonwealth Caribbean case. While there has been some penetration
by Canadian- multinat_ion;als, very little occurred in the agricultural sector, and
was théréfbr.:e outside the scope of this study.

Based on the case histories, we would argue that the most benefical aid

programs concentrate on local development initiatives and provide little except

funding and administrative assistance until-the project is self-sufficient, the

Q\’
.
)

case studies raise questions of how to" terminate projects which are not
. '\h _
benefitting the recipients and how to encourage beneficial programs without

having unnecessary duphcatwn of funding and personnel. The difficulty of .

abandoning a project was illustrated by the Sugarcane Separator case. The

A
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gerrriment of -Barlbados considers the separator a means for potential
diversification in the sugar industry and has stated it considers “separation
development the number one priority in Canadian aid assistange."(m This makes
economic development efforts difficult because although this particular project
has not been successful, to cancel it "would conflict with the oﬁjective of
encolura ing local decision—makingr by providing assistance requested ‘tiy the

:I‘he Sugar Separator project did not meet all’ expectations mainly
because its participants did not fully recognize "the experimental nature of the

(3)

projects and the ensuing scope of work." We would conclude that in future,

projects involving a high Wsearch and development should be
‘\ .

recognized as reasearch, not aid. 1f they are to be kept as part of Cle

~ because of their possible eventual aid é‘pplications, they should be run in their
own division devoted to research (possibly the IDRC should be doing rﬁore in
this direction, and CIDA less), with the projects divided into distinct
develc;pment phases which are effectively‘ monitored and controlled.

If "experimental' aid is selsarated from CIDA's other assistance, the
remaining aid could be somewhat more like NGO aid, whi;:h concentrates on
assistance which has immediate tangible Il)enefi.ts.‘ NGOs will continue to have an
important place in Canada's aid program because 1) they support people rather
than' projects by providing institutional support so local groups will have
continuity and leg:ltimacy in the e&fes of their own government and 2) they are

an important non-govermment voice promoting awaren olndevelgpment issues

in Canada. Finally, NGOs have demonstrated that their memb are at least as
well educated and informed as their counterparts in CIDA, and; through
cooperation with other NGOs (in groups such as the Interagency Working Group)

they can provide an excellent ratio of development benefits to expenses
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incurredt-

Regionalization efforts, used as an inter’vening variable to test the
causal relations between the variables in the model, showed that the original
relationship, which was not statistically significant, contained two relations{ps
which counteracted each other. The effect of regionalization efforts is thus\
shown to be important enough to be incglujg.d in the model. The addition of a
vaﬁable - regionalization efforts — which is not controlled by the denor country
points out thelimportance not only of broadening the lmodel to include more
-inputs; from \the\ recipient countries but alse considering the effect on econémic
control of other (non—aid) aspects of the world economy. This observation also
suggests the need for a multifacetted perspective on Canadian policies - beyond
aid - which mafr affect develépmént because aid is only one part of Canada's
economic and cultural policies which affect underdeveloped countries,

Canada has not been very involved in encouragifg regional economic
control through nor% assistance such as encouraging the modification of
‘trade patterns. Canada's main non-aid instrument, the G;:neral Preferential
Tériff, was introduced in 1974, Canada enacted this tariff as its part of the
United Nations General Agreement on Tariffs and Trade (GATT), a system of
‘ .tariffs which is generally accorded by most industrial nations. The General
Preferential Tariff allows certain types of imports into Canada from
underdevelope.d countries with lower tariffs than are placed on similar goods
imported from developed countries. 'I_‘ﬁ?\p{rpose of the General Preferential
Tariff is to -e;'tcourage Third World industrialization and .exportation of goods’ by

-

lowering the cost of importing a product from an underdeveloped country, thus

I3

making it more competitive.in price, and increasing consumer demand for the
product. This is one area where Canada might be able to encourage much more

. development than it has in the past, because according to the CCIC, "in the

(
s
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long run, it will be much more important for countries to modify their industrial

strategy and trade policies.“u‘) However, it excludes low-technology categories

5

of irﬁports which might be profitable for developing countries (textiles, footwear
and clothing), and its tariff cuts are not very. significant. In this respect,
Canada is no different than other developed countries, particularly t-he United
States, which all have similar protec:tionis:t policies. The insignificance of the
ta.nf‘t‘ cuts is exemplified by the following examble: one third of a 10% tariff
r;iigi\mf)be removed, lowering the cost of a $1.10 product (including the tariff} to

$1.07. In addition there are non-cumulative rules of origin, which means that

"each item from each beneficiary country must meet the 60% rule regarding '

{5)

local value added."

It appears that the modelloriginally postulated in Chapter One will have
to be modified to reflect the importance of underde'veloped countries in
influencing their ]own development thxl'ough encouraging regional economic |
development, and the fact that official aid plicy can be affected by pressure
group influence, Consideration should be given to \rhether relative importance
of the variables in the model should also be illustrated in its schematic diagram.
1 have not attempted to do so in this study, as the bes} 'possiblg metric
indicators have not been found for each of the variables. Further s.tudy is
neccesary in order to determine whether trade po}icies and commodity prices»
should also be variables, a.nd how they will affect the model. Below is a revised

model (first shown in Chapter Four) which warrants close examination, .

|
PRESSURE GROQUP REGIONALIZATION
INFLUENCE EFFORTS

CANADIAN FOREIGN
BUSINESS INVOLVEMENT

CANADIAN {+} () s

FOREIGN {+) BIL mnﬁk NATIONAL /AEQIONAL
AlD (=) ECON CONTROL
POLICY NGO AD f(+)
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It must be remembered, however, that the relationships studied in this
mo_del tnvblve a country which is relatively one of the largest aid donors and
which has a good reputation in the development commp'rﬁt-y for its generally
beneficial programs, but has relatively little foreign investment in the Third
World, and a region which is relatively wealthy and industrialized ‘compared to
other underdeveloped countries. It may not describe the relaltionships found
" between .Canada and other coun{ries which receive its aid, or betweén other
donor and recipient countries. This study has shown that aid programs can
encourage develophent in the form of national/regional economic control if they
concentrate on that goal rather than emphasizing strategic or donor country
economic interésts. However, in order to establish that the results obtained here
are not simply a resuh of the regibn's own development efforts, it is necessary
to conduct similar studies using cases where the recipient countris are poorer
and in a weaker 'position to promote their own development, and where the
donor country pfo.vides a' greater proportion of the total aid to the r;:cipient

country.
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