Senate Foreign Affairs, Defence and Trade Legislation Committee

Budget supplementary estimates 2003–2004, 6 November 2003

Answers to questions on notice from AusAID


Questions from Senator Faulkner (ALP, NSW)
Group 1: Questions for DFAT and AusAID 

Topic: Tokyo Donors Conference
Question 1

Can AusAID provide a full list of ministers represented at the Tokyo Donors Conference, and which country they represented.
Answer

AusAID has been unable to obtain a public document listing all ministers that attended the Tokyo Donors Conference in January 2002. AusAID has requested this information from the Afghan Government and will supply the information when it becomes available.

Question 2
Can AusAID advise why Australia did not send a senior minister to that Conference (e.g. the Treasurer)?

(i) Can DFAT advise which countries pledged what?

(ii) Can DFAT break this down into grants and loans pledged? What percentage of the total funding raised is in the form of grants and what percentage is in the form of loans?

(iii) What has Australia's contribution been?

(iv) What is the shortfall from the amount targeted prior to Tokyo Conference (grants and loans combined)?

(v) What is Australia allocating in terms of funding for the period ahead in Afghanistan's continued economic and humanitarian reconstruction?

Answer

The Hon Chris Gallus MP represented the Australian Government at the Tokyo Donors Conference in her role as the Parliamentary Secretary of Foreign Affairs with particular responsibility for Australia’s Overseas Aid Program.

(i) 
Please find attached (below) a list of pledges made at the Tokyo Donors Conference in January 2002. The table lists the pledges made by countries during or immediately after the Tokyo conference. Please note that the ODA eligibility of pledges made by non–OECD countries at the meeting cannot be determined.

(ii) 
AusAID has requested this information from the Afghan Government and will supply the information when it becomes available.

(iii) 
At the International Conference on Reconstruction Assistance to Afghanistan, held in Tokyo in January 2002, Australia pledged $17 million towards support for reconstruction efforts. This was in addition to $23.3 million already committed by Australia at that time. This amount has been fully disbursed and Australia now expects to increase expenditure on Afghanistan to an estimated $85.8 million for the period September 2001 to June 2004. Approximately $62 million of this estimate has already been disbursed. This represents Australia’s third largest response to a single humanitarian crisis after East Timor and Iraq.

(iv)
AusAID has requested this information from the Afghan Government and will supply the information when it becomes available.

(v)
The May 2003 Aid Budget Statement estimates Australian official development assistance to Afghanistan in 2003/04 will total $23.8 million. Assistance to Afghanistan in future financial years will be determined by the Australian Government in the context of overall aid budget priorities. 

Attachment
Pledges made at and following the Tokyo Conference, January 2002

	Donor
	Amount (and period) - US Dollars

	Aga Khan Development Network
	$75m—multi-year

	Asian Development Bank
	$500m—2 1/2 years

	Australia
	$10m—2002

	Canada
	$62m—2002

	China
	$150m—unspecified period

	European Union
	$495m—2002

	Germany
	$283m—4 years

	India
	$100m line of credit

	Iran
	$560m—5 years

	Islamic Development Bank
	$50m—period unknown

	Japan
	$500m—2 1/2 years

	Norway
	$40m—2002

	Pakistan
	$100m—period unknown

	Saudi Arabia
	$220m—3 years

	Spain
	$100m—5 years

	Switzerland
	$20m—2 years

	Taiwan
	$28.6m—2 years

	United Kingdon
	$288m—5 years

	United States
	$296.8m—2002

	World Bank
	$500m—2 1/2 years


Question 3
Can AusAID advise what the health and medical situation in Afghanistan is currently like? Would DFAT describe Afghani citizens as having good or adequate level of health and access to adequate medical facilities?

Answer

The health status of the Afghan population remains of considerable concern. However, the international community is responding to needs in a range of areas. From 1999 to 2002, Afghanistan suffered its worst drought in 30 years. A disintegrating economy and the burden of 22 years of war exacerbated the drought’s impact. The drought has now broken and the 2003 cereal harvest is the largest on record. However, chronic malnutrition and micronutrient deficiencies continue to be a major problem, particularly amongst young children and women. 

Health infrastructure in Afghanistan is very weak. The World Health Organization (WHO) estimates that in 2000 total health expenditure in Afghanistan was only 1 per cent of GDP. WHO figures indicate there is only one physician for every 50,000 people. This problem is compounded by the fact that a large percentage of Afghans live in remote, mountainous areas and have limited access to health care. The infant and maternal mortality rates are among the highest in the world and a leading cause of death. According to the WHO, average life expectancy is 42 years. 

The interim Afghan Government has established a National Development Budget with key objectives in the area of health and nutrition.  The priority areas to be addressed include: (1) high levels of infant and under-five mortality, (2) the maternal mortality rate, (3) malnutrition in the population, (4) high incidence of communicable diseases, (5) the inequitable distribution of health quality services and (6) the lack of capacity to deliver effective and efficient health services. 

International agencies are working effectively in a number of the priority areas identified by the Afghan Government. For example a UNICEF/WHO measles campaign had immunised 8 million children by August 2002 and 5 million children have received vitamin A supplements. Afghanistan has had a high measles mortality rate—some 35,000 children have died each year.

The Australian Government has funded a number of activities that seek to address some of these nutrition and health concerns in 2002–03 including: 

· $7 million in food aid through the World Food Programme; and

· $860,000 for the UNICEF safe motherhood initiative.

Group 2: Questions to AusAID only

Topic: Microfinance 
Question 4
What are the interest rates and service charges on loans given by the Microfinance Institution for East Timor (MFIET)? How often are the service charges levied? If a loan of $100 was made and no repayments are made over a 12 month period, what would the total outstanding debt be?

Answer

The MFIET has two broad retail loan categories, with different interest rates. For loans to members of microfinance groups and daily loans to market vendors the interest charge is 18 per cent 'flat', meaning that interest is charged on the initial amount of the loan regardless of the repayment schedule. The interest rate levied on seasonal crop loans, business and payroll loans is 18% declining, meaning that the interest rate calculation takes account of principal that is repaid over the life of the loan.

A service charge of 5% is levied on all loans at the beginning of the loan period. 

On a loan of $100 on which no repayments either of principal or interest are made over a 12 month period, the borrower would receive $95 (the loan amount minus the service charge), and the amount owing at the end of the period would be $118. 

Question 5
What input does Australia have to the lending policies of the MFIET? On what basis is Australia satisfied that the lending policies of MFIET are fair and reasonable?

Answer

Australia provides input into the policies of the MFIET through its membership—together with representatives of the Government of East Timor, the East Timor private sector, Portugal and the Asian Development Bank (ADB)—of the board of trustees of the Foundation for Poverty Reduction in Timor–Leste.
The ADB, the agency administering the Microfinance Development Project (MDP), of which the establishment of the MFIET is a component, has the lead role in developing the MFIET's lending policies through its project manager. The interest rates and other charges were recommended by the project manager, based on initial financial projections of the likely demand for loans, the anticipated level of loan losses and expected operational costs of the MFIET. The project manager has advised that a review of interest rates, based on the performance of the MFIET over its first eighteen months, is to be undertaken shortly.
Question 6
What support (financial and otherwise) has Australia provided to MFIET over the last three financial years?

Answer

The Microfinance Development Project is funded from the multi-donor Trust Fund for East Timor (TFET). Australia's share of the $US3.9 million TFET funds spent to date on the MDP is estimated at approximately $A600,000. The MFIET is by far the largest component of the MDP in terms of funding, so most of Australia's contribution can be counted against the MFIET.

Question 7
How many active micro-credit borrowers are there currently? Given our level of contribution to MFIET, is the Australian Government satisfied with the number of micro-credit borrowers?

Answer

At 6 October 2003, there were 2,848 active loans with an outstanding balance of $US753,551. From the start of operations in May 2002 until 31 October 2003, 5,783 loans totalling $US1.55 million were made. The MFIET had 5,469 deposit accounts totalling approximately $US912,000 at the end of October 2003. The Australian Government is satisfied with the expansion achieved by the MFIET in its first year. 

When considering the cost effectiveness of the donor contributions to the MFIET, it should be borne in mind that a major component of these funds was used to meet the $US2 million initial capital requirement set by the banking authorities. An initial capital requirement is a standard banking practice designed to ensure that a new institution, particularly one such as the MFIET that takes deposits from members of the public, has the financial strength to ensure that depositors' funds are not put at undue risk.
Question 8
Given MFIET cannot evaluate the poverty level of its clients, what is AusAID doing to introduce some poverty targeting into this programme?

Answer

The MFIET's average loan size of approximately $US268, and the average deposit of $US166, suggest that the MFIET's clients are relatively poor. However, to provide more detailed information the MFIET has gathered data on the personal assets of its clients and intends in the near future to put this into a data base to facilitate analysis. This should provide a better picture of the extent to which the MFIET is reaching the poor. AusAID supports this approach.

Question 9
Please provide documentation (eg. a project design document) detailing the output and outcome expected of the Microfinance Seed Fund (MSF) and the plan to attain this outcome.

Answer

The MSF was a budget initiative to double microfinance expenditure in the aid program over the period 1999–2000 to 2001–2002. The initiative did not have a project design document. The strategy underlying the MSF was to: (i) identify and fund promising microfinance initiatives in countries where the relevant Australian bilateral programs indicated a willingness to consider including microfinance in their future work; (ii) build the capacity of AusAID staff through training by experienced international experts; and (iii) help to bring the Australian NGO community, an important partner in the aid program, in contact with best international practice in microfinance through the provision of training and funding opportunities.

Question 10
How will the Australian Government ensure that through the MSF the foundations are laid for a significant long-term contribution to the development [of the] sector? Please provide details as to how this outcome will be achieved.

Answer

The MSF has resulted in the increased exposure of AusAID and NGO staff to good practice in microfinance giving AusAID a more informed basis for judgments about the place of microfinance in its programs. Pilot projects have demonstrated the potential and also the pitfalls of different approaches to microfinance in different contexts, generating lessons for future activities.
Question 11
In recent correspondence to a constituent (dated 1 September 2003), the Minister for Foreign Affairs stated:

'Having … successfully mainstreamed microfinance within the aid program, the Government no longer has an overall expenditure target for microfinance.'

My constituent understands 'mainstreaming' to mean that AusAID personnel at country desks in Canberra, and personnel at AusAID posts overseas have now acquired the information, knowledge and skill to develop microfinance projects in partner countries.

Please provide the Government's understanding of what 'mainstreaming' means in this context.

Answer

'Mainstreaming' means that decisions about the place of microfinance in the Government's aid program will be made within the context of country strategies that are developed by AusAID and respective partner Governments. These strategies seek to match Australia's interests and expertise with the priority development needs of our partner countries.  

Question 12
What outcome is expected from 'mainstreaming' microfinance into the Australian aid program?

Answer

An implication of mainstreaming is that microfinance will be considered in each country program from the point of view of its relevance to the specific sectoral and other priorities of that program, as determined in consultation with our partner Governments. This will mean that, where microfinance activities are included, they will be fully integrated into the overall country strategy and the recipient country’s development priorities.  

Question 13
Will AusAID posts in all partner countries negotiate microfinance projects with their local counterparts?

Answer

Where decisions are made to include new microfinance activities the relevant AusAID posts will play a role in the process of activity identification and design, in consultation with their colleagues in Canberra. 
Question 14
Given that microfinance has been mainstreamed into the Australian aid program, will microfinance be a regular agenda item in dialogue between AusAID and its partner countries?

Answer

This will be a case–by–case issue depending on the position of microfinance in the country’s development agenda and its importance in the country strategy concerned. 

Question 15
What was the total aid funding for microfinance for 2001–02 and 2002–03? If the drop between these years is greater than 10%, please outline in detail the reasons why.

Answer

Aid funding for microfinance in 2001–02 was $13.3 million. The figure for 2002–03 was approximately $8 million. The main reasons for the decline were the ending of the microfinance seed fund; slower than expected progress with the Bangladesh Rural Advancement Committee (BRAC) project and with a microfinance project in the Philippines; no further funding for a project strengthening microfinance organisations in Indonesia, due to a change of emphasis in the country strategy; and the third tranche of funding for the Capital aid fund for the Employment of the Poor (CEP) project in Viet Nam slipping to the 2003–04 financial year.
Question 16
Please provide detailed background information showing the MSF has been effectively used and the 'mainstreaming' has been achieved.

Answer

The seed fund was used to undertake preliminary work in Viet Nam that led to a five-year $5.5 million activity. Feasibility and project preparation work in the Philippines financed by the seed fund resulted in a 1 year, $505,000 project proposal that is in the final stages of consideration for possible funding under the Philippines country program.
Training financed by the seed fund has helped to increase the microfinance skills of AusAID staff. In addition, seed funding allowed an AusAID staff member to participate in a joint appraisal of a microfinance organisation with the Consultative Group to Assist the Poor (CGAP), the donor microfinance peak body and a leading exponent of best practice in the field. The appraisal techniques used in that exercise have subsequently been adopted more broadly in AusAID.
Training and funding opportunities provided through the seed fund to Australian NGOs helped to increase their exposure to best international practice in microfinance.
Seed funding contributions have allowed AusAID to be closely involved in microfinance studies in China, Sri Lanka and Bangladesh. Each of these studies will help to identify where donors might most profitably direct their future microfinance investments.
Group 3: Questions taken from Hansard (page 45)
Topic: Madrid Donor’s Conference on Iraq
Question 17
What is the breakdown of individual country pledges made at the Madrid Donors’ Conference on Iraq?

Answer

At the Attachment (below): The World Bank press release announcing the pledge data, and the accompanying tables (also below)
 showing pledges by donor and type of assistance. It should be noted that Australia's contribution will be delivered over the Australian financial years 2003–04 to 2004–05.
Attachment
	Iraq: Tally shows pledges from Madrid October Donors’ Conference, Total $32 Billion

	World Bank appoints representative to International Advisory and Monitoring Board for Iraq

	 
	
	

	News Release No:2004/171/MNA
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	Media Contact: 

Sereen Juma (202) 473-7199
sjuma@worldbank.org

WASHINGTON, December 4, 2003―Loans and grants pledged at the International Donor’s Conference for Iraq, in Madrid, Spain on October 23–24, totalled a minimum of $32 billion, according to an official tally issued by the World Bank today. This amount does not include humanitarian assistance, export credits and guarantees, and in-kind assistance offered by a number of countries.
The $32 billion figure is based on the low end of the range of assistance announced by the World Bank and the International Monetary Fund (IMF), which pledged $2.5—$4.5 billion and $1.7—$3.4 billion respectively in Madrid. If the high end of this range is calculated, the total loans and grants pledged could rise up to $36 billion.

Of the total pledges, the majority―approximately $22 billion―was in grants, while $9.6—$13.3 billion were in loans, given the ranges provided by the World Bank and the IMF. Donors have the option of either channelling their financial assistance to Iraq bilaterally or through a multi–donor trust fund facility for Iraq that will be managed by the World Bank and United Nations. In addition to Board approval, World Bank lending to Iraq remains contingent upon a number of factors including the security situation, debt sustainability, settlement of arrears and governance.

Meanwhile, the World Bank appointed Mr. Fayezul Choudhury, Vice President and Controller, as representative to the International Advisory and Monitoring Board (IAMB) of the Development Fund for Iraq. Mr. Charles McDonough, Director of the Accounting Department, will serve as Alternate Representative.

The IAMB was established as part of UN Security Council Resolution 1483, approved last May, which lifted sanctions on Iraq, phased out the UN Oil–for–Food Program, and aims to meet the humanitarian and reconstruction needs of the Iraqi people. The IAMB’s aim will be to ensure that the development fund, established with Iraqi oil revenues, will be used in a transparent manner to benefit the people of Iraq and that export sales of petroleum, petroleum products and natural gas are in line with international market best practices.

The IAMB, whose members also include representatives from the Arab Fund for Economic and Social Development, IMF and the United Nations, will hold its first meeting tomorrow at the UN headquarters in New York. 

For a breakdown of pledges made at the International Donors’ Conference
for Iraq, please see:
 
Table 1: By Type of Assistance (65K PDF) (see below)
 
Table 2: By Donor (55K PDF) (see below)
 

 
For information on the World Bank’s activities in Iraq, please visit: 
http://www.worldbank.org/iq
 


Questions from Senator Marshall (ALP, Vic)

Questions taken from Hansard (page 114) 

Question 18
Can you provide to the committee a breakdown of the percentage of recipient country participation in the delivery of aid to each of its bilateral partners—for all our bilateral partners? Can you provide that for each of those countries over the last five years or is that too difficult?

Answer

Investigation has revealed that accurate figures on the percentage of recipient country participation are only available for our development assistance program with PNG.
In the case of Papua New Guinea, the Treaty on Development Cooperation between the Government of Australia and the GoPNG includes an Administrative Arrangement which benchmarks performance against agreed targets. One of these is the degree of local participation in the program. The Benchmarks were largely designed as a measure of the GoPNG's commitment to the development cooperation program and a broad indicator of the program's sustainability.
The Administrative Arrangement came into force on 1 July 2000 with benchmarks measured from 2001. Some information was collected prior to the Administrative Arrangements coming into force, thus providing participation rates figures for calendar years 1999 and 2000. Information for 2003 will be collected early in the New Year.

Further information, in excess of Treaty requirements, has been obtained for 2001–2002 on such issues as percentages of PNG personnel engaged on development cooperation projects, and the percentages of goods and materials purchased in PNG.

	Calendar Year
	% Spending via PNG agencies(
	Comment

	1999
	40%
	

	2000
	48.6%
	· Treaty Benchmark Baseline figure 40%

	2001
	44.3%
	· Treaty Benchmark 42%

· % of PNG Personnel  on Project: 66.27%

· % of goods/materials purchased in PNG 73.3%

	2002
	51%
	· Treaty Benchmark 44%

· % of PNG Personnel on Project 65%

· % of goods/materials purchased in PNG 70%

· % of contracts awarded to PNG companies 85.2% 


( Agency means any Government Department (provincial, national or local level), non–government organisations, churches, women's groups, not–for–profit organisations, research organisations and universities, private sector companies, professional or business associations.
Questions for Senator Carr (ALP, Vic):

Generic questions to all departments and agencies
Topic: March 2003 Management Advisory Committee report: Organisational Renewal

Question 19
What has been the department's response to the MAC report to date?

Answer

The MAC report highlighted several issues of direct relevance to AusAID. A detailed analysis of AusAID’s workforce was undertaken in response to issues highlighted in the MAC report, and a summary report was provided to AusAID’s People Management Advisory Group. The information gleaned from this exercise has been useful in a workforce planning context, ensuring that AusAID’s People Management Strategy takes account of these demographic likelihoods. 

Question 20
Which issues identified in the MAC report have been identified as priority areas for the department? 

Answer
· Implications of the ageing profile of the APS—retirement and resignation patterns;

· Career intentions and patterns of new graduates and impacts on workforce planning;

· APS changing demographics and future expectations.

Question 21
Which family friendly or work–life balance initiatives:

(a)
exist in the department;

(b)
are available to staff through the certified agreement; or

(c)
are contained in the certified agreement, but the granting of them in individual cases is discretionary on the part of the organisation. 

Answer

(a)


· Employee Assistance Program (EAP) available for both personal and work–related issues and problems for both staff and family members; 

· access to carer's room within AusAID’s Central Office;

· access to prayer room.

(b)

· Flexible working hours;

· Access to recreation leave on half-pay;

· Ability to use recreation leave as it accrues;

· Access to 18 days personal leave which can be used either as sick leave or for caring for an ill family member;

· Purchased leave scheme;

· Bereavement leave of 3 days (employees do not have to use personal leave for this purpose);

· One additional week paid maternity leave (on top of mandatory 12 weeks paid maternity leave under the Maternity Leave Act);

· Maternity leave provisions widened to include employees adopting a child;

· For employees serving overseas on long–term postings, a range of provisions are available such as family reunion travel and financial assistance for children's schooling;

· Spouse–accompanied travel for employees (EL2 and below) on short–term missions where employees have been required to be away on overseas missions for more than 40 weeks in total.
(c)

· Paid miscellaneous leave for various community service commitments;

· Short term leave (with or without pay) for participation in national and international sporting events, days of cultural or religious significance for employees; 

· Long term leave (without pay) for study and personal purposes including parental purposes such as child care;

· Permanent part-time work arrangements (including job-share);

· Working from home on a short–term basis;

· Access to a study support scheme (where the study is relevant to AusAID's core business) allowing periods of leave (paid and unpaid) for study activities;

· Payment of unavoidable child care costs where an employee is required to work outside their normal working hours or required to travel away from their home location on official business.
Question 22
What family friendly or work–life balance initiatives has the department introduced in or since, the implementation of the department's most recent certified agreement?

Answer

· One week additional paid maternity leave;

· Paid maternity leave now applies to employees adopting a child;

· Christmas shut–down (offset by having to work an extra 4 minutes per day);

· Paid paternity leave of one week (using personal leave credits);

· Employees serving overseas on long–term postings are required to undertake a counselling session (before and after their posting) with AusAID’s EAP providers to help families with cultural and other changes;

· Payment of unavoidable child care costs where employees are required to work outside their normal working hours;

· Reduction in amount of excess recreation leave that employees can carry over from year to year;

· Purchased leave scheme;

· Unlimited access to personal leave for caring purposes where the employee is required to care for a spouse or child with a life threatening illness or injury (considered on a case by case basis);

· Study leave extended to allow for paid absences in relation to distance learning students.

Question 23
5.
With respect to certified agreement–based family friendly or work–life balance provisions:
a. what number and proportion of departmental staff are making use of such provisions in areas including:

i. purchased leave (also known as 48/52 scheme);
Answer: Nil—introduced in most recent Certified Agreement, signed 10 September 2003.

ii. negotiated part-time work arrangements;
Answer: 48 AusAID employees (9.31%) have negotiated part–time work arrangements.

iii. parental leave;
Answer: Paid parental leave of one week has only become available since the signing of AusAID's Certified Agreement 2003–2003 on 10 September 2003, therefore there are no statistics regarding use.

Unpaid parental leave of up to a maximum of one year has been used on three occasions in the last twelve months.
iv. use of information, advice or counselling services made available by the department;
Answer: Approximately 11% (58) of AusAID employees accessed the EAP counselling services during the period 1 January to 31 December 2002, some of these have used the service more than once.

v. departmental provision of facilities (such as family care facilities);
Answer: AusAID's carer's room and prayer room are used extensively throughout the year. AusAID does not have departmental child care facilities.

vi. home based work
Answer: This is normally utilised on a short term, informal basis. However, six employees have used it within the last 12 months on a formal basis (for periods of more than two weeks). It is expected that many more employees would have used this provision with an informal agreement between themselves and their supervisors, however there are no statistics kept in relation to the numbers.
� 	The tables are available on the Committee's website as two separate documents.
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